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SUBJECT: STRAIGHT TALK ON ICASS CARRYOVER FUNDS

FROM THE ICASS WORKING GROUP BUDGET COMMITTEE

1. SUMMARY: ONE OF THE GREATEST BENEFITS OF USING A

WORKING CAPITAL FUND FOR ICASS OPERATIONS IS THE ABILITY TO

DO LONG-TERM, REASONED CAPTIAL PLANNING AND BUDGETING,

INCLUDING CARRYING OVER UNOBLIGATED FUNDS INTO THE NEXT

FISCAL YEAR. IN FY 2000, SOME POSTS WITH SIZABLE CARRYOVER

BALANCES FOUND THAT THEIR ICASS TARGETS WERE REDUCED WITH

THE REVIEW OF THEIR INITIAL BUDGET SUBMISSIONS. THEY

ARGUED, UNDERSTANDABLY, THAT THEY WERE PENALIZED FOR THEIR

CARRYOVERS, AND THAT THIS KEY FEATURE OF THE ICASS PROGRAM

WAS DEAD. THIS MESSAGE ADDRESSES THESE CONCERNS AND

PROVIDES GUIDANCE ON MANAGING A POST'S CARRYOVER FUNDS TO

MINIMIZE THE RISK OF TARGET REDUCTIONS. EACH POST SHOULD

REMEMBER THAT NOW, AND FOR THE FORESEEABLE FUTURE, THEY ARE

COMPETING WITH EVERY OTHER POST FOR AVAILABLE RESOURCES.

DEVOTING SOLID EFFORT TO MAKING ONE'S CASE YIELDS DIVIDENDS

IN THIS ARENA, AND BEING ABLE TO EXPLAIN HOW A POST'S

CARRYOVER WAS DERIVED AND HOW THE POST INTENDS TO USE IT

MUST BE PART OF THAT EFFORT. END SUMMARY.

THE CARRYOVER PRINCIPLE

2. TO MANY, THE MOST VALUABLE FEATURE OF THE ICASS SYSTEM

WAS THE ABILITY TO CARRY UNOBLIGATED BALANCES INTO THE NEXT

FISCAL YEAR. A COROLLARY PRINCIPLE -- IF NOT ENSHRINED,

THEN AT LEAST AN ARTICLE OF FAITH -- WAS THAT WASHINGTON

(I.E., THE REGIONAL BUREAUS AND THE ICASS WORKING GROUP'S

BUDGET COMMITTEE) WOULD NOT REDUCE A POST'S ICASS TARGET

FOR THE NEW FISCAL YEAR AS A RESULT OF CARRYING FORWARD AN

UNOBLIGATED BALANCE. TO DO SO WOULD OBVIOUSLY NEGATE THE

ADVANTAGES OF CARRYING FORWARD ICASS FUNDS, FUNDS WHICH

THOSE MANAGING THE ICASS PROGRAM OVERSEAS AND IN WASHINGTON

CONSIDERED THE GREATEST HOPE FOR ADDRESSING POSTS' LONG-

TERM INFRASTRUCTURAL NEEDS.

3. IN FY 1999, WASHINGTON PROVED ITSELF FAITHFUL TO ITS

PROMISE TO RETURN CARRYOVER FUNDS TO THE POSTS. MANY

LAMENTED (AND STILL LAMENT) THE LENGTH OF TIME IT TAKES TO

RECONCILE THE FUNDS AND RE-ALLOT THEM TO POST, BUT THAT IS

A SYSTEMIC PROBLEM THAT HAS NO SHORT-TERM SOLUTION. THAT

ASIDE, POSTS WERE PLEASED TO RECEIVE THEIR CARRYOVER FUNDS

AND THEIR CONFIDENCE IN THE PRINCIPLE INCREASED. THEY WENT

INTO THE LAST QUARTER OF FY 1999 UNFETTERED BY PRESSURES TO

SPEND THE REMAINDER OF THEIR FY 1999 ICASS ALLOTMENTS.

FY-2000: CARRYOVER REALITY CHECK

4. LIKE THE FISCAL YEARS BEFORE IT, FY 2000 BROUGHT MORE

LEAN TIMES. STATE'S OFFICE OF BUDGET AND PLANNING (FMP/BP)

AND ITS REGIONAL BUREAUS, AS WELL AS OTHER AGENCIES, HAD TO

MAKE TOUGH CHOICES ABOUT AFFORDABILITY. UNLIKE THE PRIVATE

SECTOR, IN WHICH INEFFICIENT OR UNPROFITABLE FIRMS ARE

SNUFFED OUT BY MARKET FORCES, THE U.S. GOVERNMENT IS

COMMITTED TO MAINTAINING POSTS IN NEARLY ALL COUNTRIES.

THE REGIONAL BUREAUS, THEREFORE, WORKED CLOSELY WITH THE

IWG'S BUDGET COMMITTEE TO KEEP ALL POSTS FUNCTIONING AT

SOME MINIMALLY ACCEPTABLE LEVEL, ATTEMPTING TO "SHARE THE

PAIN" IN THE MOST EQUITABLE MANNER POSSIBLE UNDER THE

CIRCUMSTANCES. AS A RESULT, SOME POSTS HAD THEIR ICASS

TARGETS ADJUSTED DOWNWARD AND SOME RECEIVED TARGET

INCREASES WITH THE REVIEW OF THE INITIAL BUDGET SUBMISSIONS

IN FEBRUARY AND MARCH.

5. UNDERSTANDABLY, POSTS THAT HAD BOTH LARGE CARRYOVER

BALANCES AND EXPERIENCED DEEP TARGET REDUCTIONS DREW THE

UNFORTUNATE CONCLUSION THAT THEY WERE PENALIZED FOR THEIR

CARRYOVER. IN FACT, THE ICASS CARRYOVER WAS BUT ONE

INDICATOR THAT A POST MAY BE BETTER OFF THAN OTHERS IN THE

REGION. IN MANY CASES, IN FACT, POSTS WITH SIZABLE ICASS

CARRYOVERS DID NOT SUFFER TARGET REDUCTIONS, AND SOME EVEN

HAD THEIR TARGETS INCREASED. SOME POSTS WITH MINIMAL

CARRYOVER FUNDS SAW THEIR TARGETS DECLINE. CLEARLY, IN

LEAN TIMES, WHEN STATE'S AND OTHER AGENCIES' AFFORDABILITY

CONCERNS HAVE MADE IT DIFFICULT TO ENSURE THAT ALL POSTS

HAVE EVEN MINIMALLY ACCEPTABLE OPERATING FUNDS, IT HAS BEEN

EQUALLY DIFFICULT TO PROTECT ICASS CARRYOVER FUNDS

COMPLETELY FROM CONSIDERATION IN FUNDING DECISIONS. THE

BUDGET COMMITTEE ACKNOWLEDGES THAT THE CREDIBILITY OF THE

CARRYOVER PRINCIPLE HAS SUFFERED AS A RESULT. BUT NEITHER

THE PRINCIPLE NOR THE PRACTICE IS DEAD. THE BUDGET

COMMITTEE, AND BY ALL ACCOUNTS THE REGIONAL BUREAUS, REMAIN

COMMITTED TO A FUNCTIONING CARRYOVER PROCESS AND BELIEVE

THAT IT IS ONE OF THE FEW WAYS POSTS WILL BE ABLE TO

ADDRESS SAGGING INFRASTRUCTURES AND RAPIDLY DEPRECIATING

ASSETS. IN ANY CASE, THE ABILITY TO CARRY OVER UNOBLIGATED

FUNDS BEATS WASTING THEM ON HASTILY EXECUTED YEAR-END

PURCHASES OR SENDING MONEY BACK TO THE TREASURY.

PRUDENT CARRYOVER MANAGEMENT

6. THE ANSWER IS NOT TO ABANDON THE CARRYOVER PRINCIPLE,

BUT TO MANAGE IT MORE EFFECTIVELY. THREE YEARS OF ICASS

BUDGET REVIEWS HAVE DEMONSTRATED THAT THOSE POSTS WHICH

PRESENT A CLEAR PLAN AND PROVIDE DETAILS IN THE COMMENTS

COLUMN OF THE BUDGET SUMMARY WORKSHEET FOR HOW THEY ARE

GOING TO ADDRESS THEIR ICASS REQUIREMENTS IN SUPPORT OF

INFRASTRUCTURE IMPROVEMENTS FARE BETTER IN THE TARGET-

SETTING PROCESS. WITH RESPECT TO THE CARRYOVER, MEMBERS OF

THE BUDGET COMMITTEE ARE IN AGREEMENT THAT POSTS MUST

PRESENT A RATIONAL PLAN FOR SPENDING THEIR CARRYOVER FUNDS.

POSTS THAT SIMPLY HAVE A LARGE CARRYOVER BALANCE AND DO NOT

EXPLAIN HOW THEY WILL USE IT WILL INEVITABLY BE VIEWED AS

OVERFUNDED. THE CONSEQUENCE COULD VERY LIKELY BE A TARGET

REDUCTION, ESPECIALLY IF OTHER POSTS WITH LESS OR NO

CARRYOVER MONEY MAKE A COMPELLING CASE FOR ADDITIONAL

RESOURCES. A RATIONAL PLAN WOULD TAKE INTO CONSIDERATION

AND REFLECT, AMONG OTHER THINGS, CLEAR IDENTIFICATION OF

ASSETS TO BE REPLACED OR PURCHASED, ASSET REPLACEMENT

CYCLES, COUNTRY-SPECIFIC CONDITIONS THAT AFFECT THEM, AND

INVESTMENTS IN INNOVATION AND IMPROVEMENT OF ICASS BUSINESS

PRACTICES (WHICH COULD INCLUDE I.T. APPLICATIONS OR FSN

TRAINING). TO DATE, THE BUDGET COMMITTEE HAS NOT

CONSIDERED FAVORABLY PLANS THAT TIE THE USE OF CARRYOVER

FUNDS TO RECURRING OPERATIONAL REQUIREMENTS.

7. IN ADDITION TO PRESENTING AN EFFECTIVE PLAN FOR USE OF

CARRYOVER FUNDS, IT IS IMPORTANT FOR POSTS TO BE ABLE TO

EXPLAIN WHERE THE FUNDS HAVE COME FROM. TO BETTER PROTECT

THE CARRYOVER PRINCIPLE AND STILL MAKE THE TOUGH FUNDING

DECISIONS NECESSARY TO KEEP THE ICASS SYSTEM RUNNING AT ALL

POSTS, THE BUDGET COMMITTEE MUST HAVE A CLEAR SENSE OF HOW

A POST ENDED THE YEAR WITH UNOBLIGATED BALANCES. WAS IT A

RESULT OF CAREFUL AND PRUDENT PLANNING, COUPLED WITH A

RESOLVE TO FOREGO CERTAIN SERVICES IN THE CURRENT FISCAL

YEAR IN ORDER TO SAVE FOR THE FUTURE? CAN THE POST

DEMONSTRATE WHERE ITS BELT-TIGHTENING HAS TAKEN PLACE AND

TO WHAT EFFECT?

8. IN EXAMINING THE CARRYOVER PRINCIPLE AND PROCESS,

BUDGET COMMITTEE MEMBERS AGREE THAT NOT ALL CARRYOVER IS

CREATED EQUAL. THERE IS "MORE LEGITIMATE" AND "LESS

LEGITIMATE" CARRYOVER. THE FORMER IS THE RESULT OF POSTS

MAKING TOUGH MANAGEMENT CHOICES, IMPLEMENTING INNOVATIVE

IMPROVEMENTS IN THE DELIVERY OF ICASS SERVICES, BELT-

TIGHTENING AND THE LIKE. LESS LEGITIMATE CARRYOVER, ON THE

OTHER HAND, IS THAT WHICH IS DUE TO OVERFUNDING OR OTHER

FACTORS BEYOND THE POST'S CONTROL, WHICH LEAVE IT IN

POSSESSION OF A WINDFALL. FOR EXAMPLE, IF A POST REQUESTS

AND RECEIVES USD 200,000 FOR AN FSN WAGE INCREASE, BUT THAT

INCREASE IS NOT SUBSEQUENTLY AUTHORIZED BY PER/OE, THE POST

IS LEFT WITH A USD 200,000 SURPLUS. LIKEWISE, IF A POST

REQUESTS USD 100,000 TO PURCHASE A WATER TANKER AND THE

HOST CITY MEANWHILE COMMITS RESOURCES TO UPGRADING THE

CITY'S WATER SUPPLY, NEGATING THE NEED FOR THE TANKER, THE

POST IS AGAIN IN POSSESSION OF SURPLUS FUNDS. IN BOTH

CASES, THE SURPLUS FUNDS ARE THERE NOT BY VIRTUE OF

ANYTHING THE POST HAS DONE.

9. THE DISTINCTION IS NOT BETWEEN CATEGORIES OF EXPENDITURE

-- E.G., UNIMPLEMENTED WAGE INCREASES OR DEFERRED

PROCUREMENT -- BUT RATHER CONCERNS THE POST'S ROLE IN

DEVELOPING THE CARRYOVER. A POST MIGHT DECIDE TO DEFER

PURCHASE AND USE OF SOME ROUTINE SUPPLIES OR SERVICES IN

ORDER TO INVEST IN AN INNOVATIVE SYSTEM FOR STREAMLINING

DELIVERY OF ICASS SERVICES. IT MIGHT REDUCE THE NUMBER OF

PURCHASE ORDERS AND VOUCHERS THROUGH GREATER USE OF

GOVERNMENT PURCHASE CARDS AND BY ARRANGING MONTHLY BILLINGS

(INSTEAD OF BILLINGS PER TRANSACTIONS) WITH ITS HIGH-VOLUME

VENDORS. IN THESE CASES, THE CARRYOVER EXISTS BECAUSE THE

POST HAS MADE TOUGH CHOICES, AND THE SAVINGS WILL BE

CONSIDERED LEGITIMATE BY THOSE INVOLVED IN THE ICASS BUDGET

PROCESS IN WASHINGTON. WHERE THE POST HAS CARRYOVER THAT

IS NOT OF ITS OWN MAKING, HOWEVER, THE BUDGET COMMITTEE

WILL HAVE A HARDER TIME JUSTIFYING THAT PORTION OF THE

POST'S TARGET.

10. THE BUDGET COMMITTEE ACKNOWLEDGES THAT THIS

CLARIFICATION OF CARRYOVER PRINCIPLE AND PRACTICE IS MORE

SOBERING THAN WHAT HAS GONE BEFORE. IT IS FORCED UPON US

BY FISCAL HARD TIMES. WE DO NOT BELIEVE THAT EITHER THE

CARRYOVER OR ICASS IS DEAD. IN FACT, BOTH HAVE MUCH TO

OFFER POSTS. WE HAVE GIVEN YOU WHAT WE BELIEVE IS THE BEST

ADVICE POSSIBLE FOR PROTECTING YOUR POST'S CARRYOVER:

DEMONSTRATE THAT IT EXISTS DUE TO POST'S ABLE MANAGEMENT OF

ITS ICASS RESOURCES AND PRESENT A WELL-REASONED PLAN FOR

HOW POST WILL USE IT. IF YOU CAN DO SO, THE LIKELIHOOD

THAT THE BUDGET COMMITTEE WILL ADJUST YOUR POST'S ICASS

TARGET DOWNWARD WILL BE REDUCED.

11. ONE MORE PIECE OF ADVICE: ON ONE LEVEL, POSTS COMPETE

WITH ONE ANOTHER FOR RESOURCES, AND THOSE THAT ARE BETTER

AT MAKING THEIR CASE ORDINARILY COME OUT AHEAD. ON ANOTHER

LEVEL, HOWEVER, THERE IS ALSO AN ADVANTAGE TO HELPING OTHER

POSTS FUNCTION MORE EFFICIENTLY AND EFFECTIVELY. IF, BY

VIRTUE OF YOUR POST HAVING SHARED ITS BEST PRACTICES, OTHER

POSTS ARE ABLE TO DO MORE WITH LESS, THIS WILL FREE UP

RESOURCES TO SPREAD AROUND THE SYSTEM. THE BUDGET

COMMITTEE ENCOURAGES YOU TO SHARE YOUR BEST PRACTICES WITH

OTHER POSTS EITHER DIRECTLY OR THROUGH THE ICASS SERVICE

CENTER'S BEST PRACTICES MESSAGES.

12. MINIMIZE CONSIDERED.

TALBOTT
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