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Interdepartmental Billing
ISSUE
Examines the practice of billing State agencies for services provided by other State agencies.
AFFECTED AGENCIES
All Agencies
BACKGROUND
In addition to providing services to the citizens of Iowa, State agencies provide services to
other State agencies. Many of these services are funded though a direct appropriation to the
service-providing agency; others are funded through a form of repayment from the servicereceiving agency. The authority for interdepartmental billing is established through various
means including:
•

Code of Iowa. The authority for agencies to charge one another may be written in the statute. For
example, Section 11.5B, Code of Iowa, allows the Auditor of State to charge specific agencies for
the cost of audits.

•

Appropriations Acts. Agencies may be authorized to charge other agencies through language
contained in appropriations acts. For example, HF 2545 (FY 2000 Administration and Regulation
Appropriations Act) specifies that the Department of Inspections and Appeals may charge State
agencies for services provided.

•

Historical Agreements. Previous agreements, verbal or written, between agencies may determine
which services and the rate services are billed.

•

Administrative Rules. Administrative rules may be the authority to bill other agencies for certain
services. For example, the Department for the Blind’s fee for interpreting services is set in Rule
429, Chapter 2.4(216A).

The approach to funding services by administrative agencies has varied as there is a lack of
uniformity regarding:
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•

How the services are funded. Some of the services are paid by interdepartmental billing and others are
paid by direct appropriations to the service-providing agency.

•

How payments are classified in the budget system. Payments may be deposited in a revolving fund or in
General Fund categories including: refunds and reimbursements, intrastate transfers, intrastate
reimbursements, or other.

•

The amount of billings each year.

Some concerns that arise due to lack of uniformity include:
•

It is difficult to track interdepartmental billings in the budget system. There does not appear to be
consistent logic for why some services are funded through an appropriation and 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 and what portion is necessary to provide services.

•

Service-providing agencies could charge service-receiving agencies without authority, circumventing the
legislative appropriations process.

•

Some agencies are exempt from billing for the services they receive. As a result, the service-providing
agency passes that cost on to agencies that are not exempt, including agencies receiving federal funds.
Federal audits of these practices have led to the State having to refund the over-billing.

CURRENT SITUATION
Attachment A includes information compiled by the Department of Management and includes the
following information:
•

The service-providing agency

•

The authority to bill another agency

•

The methodology for billing: the service provided and how the cost is determined.

ALTERNATIVES
The General Assembly may wish to consider the following alternatives:
1. Appropriate funds for all administrative services to the agency receiving 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 transfer 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.
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Appropriate funds for all administrative services to the agency that 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.
In addition, it would aggravate the problem of administrative agencies having to absorb
reductions for other agencies. For example, 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.

Designate an agency board or council such as Executive Council or the Administrative Rules
Committee to oversee and approve all interdepartmental billings.

4.

Leave the system as is but provide clear guidelines regarding how to classify and track
payments made by service-receiving agencies to service providers or require departments to
report on all services and amounts for which they bill.

5.

Set mandatory standard rates for services and require all departments to pay their share or
provide an appropriation to the service-providing agency for agencies exempt from being
charged.

BUDGET IMPACT
Table 1 is a breakdown of billing in FY 2000 by the service-providing agencies. The LFB asked
each department to report the amount charged to other agencies. Table 1 lists the departments
that responded and the amounts they provided. The LFB is continuing collection of data from
departments and billing amounts for FY 2000.

Table 1
FY 2000 Billing Amounts by Agency
Service-Providing Agency
Attorney General
Auditor’s Office
Commerce
Corrections
General Services
Human Rights

FY 2000
$

6,709,016
2,536,081
61,405
69,636
29,437,299
7,880
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The primary benefit of any revisions would be the ability to perform oversight. 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. If standard rates for all agencies were established and implemented, the State could eliminate
the overcharge and payback to the federal government experienced by several departments
as a result of federal audits.
3. Efficiencies within service-providing agencies. If service providers were required to justify the
amount charged to other agencies in terms of actual costs they would be forced to become
more efficient in providing the services.
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