
 
 
 
 

 Payment Processes for Interagency Services  

ISSUE 

Lack of uniformity regarding funding for services provided by certain State agencies to other State 
agencies. 

AFFECTED AGENCIES 

This Issue Review considers services provided by agencies within the Administration and 
Regulation Appropriations Subcommittee.  The primary agencies affected as service providers 
are: 

 Office of the Auditor of State    Department of Personnel 

 Department of General Services    Department of Revenue and Finance 

 Department of Inspections and Appeals   Office of State-Federal Relations 

 Department of Management     Office of the Treasurer of State  

However, the budgets of all State agencies could potentially be affected by changes concerning 
funding for services provided by the above agencies. 

CODE AUTHORITY 

Chapter 11.5B Office of the Auditor of State 
Chapter 18 Department of General Services 
Chapter 10A Department of Inspections and Appeals 
Chapter 8 Department of Management 
Chapter 19A Department of Personnel 
Chapter 421 Department of Revenue and Finance 
Chapter 7F Office of State-Federal Relations 
Chapter 12 Office of the Treasurer of State 

 
BACKGROUND 
 

The above listed agencies provide services to other State agencies.  While many of these 
services are funded through a direct appropriation to the service-providing agency, others are 
funded through some form of repayment procedure from the service-receiving agency.  The 
repayment procedures are established through various means including: 

    
    

    

IIII    
SSSS    
SSSS    
UUUU    
EEEE    
    

RRRR    
EEEE    
VVVV    
IIII    
EEEE    

WWWW    

 

Iowa Legislative Fiscal Bureau 
 

Dennis C. Prouty   State Capitol 
(515) 281-5279  Des Moines, IA  50319 
FAX 281-8451 July 28, 1995 



ISSUE REVIEW 2 July 28, 1995 

• The Code of Iowa.   Provisions which allow interagency charging may be set forth in the Code of 
Iowa.  For example, Section 11.5B, Code of Iowa, authorizes the Office of the Auditor of State to 
charge specific agencies for the costs of audits.   

• Appropriations bills.  Appropriations bills may contain language authorizing service-providing 
agencies to charge service-receiving agencies.  For example, SF 484, Administration and 
Regulation Appropriations Bill, specifies that the Department of Inspections and Appeals may 
charge State agencies for services provided. 

• Historical agreements.  Previous verbal agreements or letters of understanding may determine how 
much State agencies will be assessed for administrative services and whether or not some 
agencies will pay.  For example, agencies which contributed staff to the Department of Inspections 
and Appeals during the 1986 reorganization are not charged for hearing services.  Agencies which 
did not contribute staff are charged on an hourly basis. 

Because the approach to funding services by administrative agencies has varied, there is a lack of 
uniformity regarding: 

• How services are funded.  Some are funded through a direct appropriation to the service-providing 
agency, others are funded through charges paid by the service-receiving agency. 

• How payments from service-receiving agencies are classified.  Payments are typically deposited in 
a revolving fund or into the General Fund in categories including:  “refunds and reimbursements,”  
“intrastate transfers,” “intrastate reimbursements,” or “other.” 

This lack of uniformity causes various problems: 

• The budget system is difficult to understand.  There does not appear to be consistent logic for why 
some services are funded through an appropriation and why others are funded through charges 
paid by the service-receiving agency. 

• Oversight of service-providing agency budgets is difficult.  It is difficult to determine what portion of 
the budget is for overhead, what portion is vitally necessary to provide services, and what the effect 
of budget cuts will be.  Also, it is difficult to track the flow of funds. 

• Service-providing agencies could potentially charge service-receiving agencies without authority, 
essentially circumventing the legislative priority-setting process.  

• An agency may decide it needs a service, ask another agency to provide the service, and set up a 
payment system, with no instruction from the Legislature.  

• An agency could decide to perform a function and charge other agencies for it without legislative 
direction. 

• A service-providing agency could potentially charge service-receiving agencies even though the 
Legislature may have expected the agency to provide services using the General Fund 
appropriation. 

CURRENT SITUATION 

The attachment categorizes services provided by the eight agencies by funding source and 
repayment procedure.  Methods currently used to fund services include a direct appropriation to the 
service-providing agency, some form of payment by the service-receiving agency, or a combination 
of both. 
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1. Direct appropriation.  Funds are appropriated directly to the service-providing agency.  The 
service-receiving agency does not pay for the service. 

2. Payment is made by the service-receiving agency.  These funds are handled in various 
ways, including being deposited in a revolving fund or classified as  “intrastate transfers,” 
“refunds and reimbursements,” “intrastate reimbursements,” or “other.”   

a) Revolving funds.  For the purposes of this Issue Review, a revolving fund is a pool 
of money designated to maintain a function of State government.  Funds remaining 
at the end of a fiscal year do not revert to the General Fund. 

i) Appropriated.  The service-providing agency is authorized by the 
Legislature to spend a set amount from the revolving fund for administering 
the functions of the fund. 

ii) Non-appropriated.  The service-providing agency may spend from the fund 
as needed to pay for expenses incurred in operating the fund and 
performing the related functions. 

b) “Intrastate transfers,” “refunds and reimbursements,” “intrastate reimbursements,” 
and “other.”  These are actually distinct line items and ideally would maintain unique 
purposes.  However, there is currently no consistent method of coding charges 
received. 

When a service is funded through a combination of a direct appropriation and charging, this often 
means that some agencies are charged for services while other agencies receive the services 
courtesy of the General Fund appropriation and are not required to pay. 

ALTERNATIVES 

1. Appropriate funds for all administrative services to the agency receiving the benefit of the 
services.  The agency which provides the service would be paid by the agency receiving the 
services. 

Revolving funds could be established for all services or revolving funds could be abolished 
entirely.  If all services were to be funded through “intrastate transfers,” “refunds and 
reimbursements,” or “intrastate reimbursements,” clear guidelines would need to be adhered to 
regarding classification. 

This alternative would reduce the potential for a service-providing agency to retain excess 
money in its budget, whether revolving funds or transfers were used for payment.  However, it 
is possible that a service-providing agency could prioritize which agencies to provide service to 
based on the service-receiving agency’s ability to pay. 

2. Appropriate funds for all administrative services to the agency which provides the service.  
Eliminate all payback provisions, including revolving funds and “intrastate transfers,” “refunds 
and reimbursements,” and “intrastate reimbursements.” 

While this procedure would avoid paperwork and moving funds from agency to agency for 
redeposit into the General Fund, it would also eliminate cost controls.  It may allow for excess in 
service-providing agency budgets when actual costs are not associated with and charged to a 
certain agency. 
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In addition, it would aggravate the problem of administrative agencies having to absorb cuts for 
other agencies.  For example, because the Department of General Services pays rent for other 
agencies, the Department has had to absorb budget cuts when anticipated rent increases for 
other departments are not fully-funded. 

3. Leave the system as is but provide clear guidelines regarding how to classify and track 
payments made by service-receiving agencies to service providers. 

BUDGET IMPACT 

The primary benefit of any revisions would be the ability to perform oversight.  Less significant, yet 
potential, fiscal benefits of charging service-receiving agencies include: 

1. A reduction in General Fund requirements.  When a State agency is funded largely from federal 
funds and other funds, reimbursements would be paid from these sources.  This is already 
occurring, but more non-General Fund dollars could possibly be secured. 

2. Efficiencies within service-providing agencies.  If service providers were required to charge to 
recoup their costs, they would have to become as efficient as possible, as service- receiving 
agencies will only pay the cost of services rendered, especially if similar services can be 
obtained from outside sources. 

 
STAFF CONTACT:  Leah Churchman (Ext. 17846)  Valerie Thacker (Ext. 15270) 
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