To:
All Deans

From:
Bob Chesnut, Director, Office of Grants and Research

Date:
July 26, 2005

Re:
Personal Services Payments from Grants (Federal and Federal Flow-Through)
Eastern Illinois University is giving increased attention to federal regulations that apply to grants.  The web site of the Office of Grants and Research includes updated documents that address the proper management of grant funds.  In this memo, I draw on these documents to emphasize one aspect of compliance with the financial rules promulgated in OMB Circular A-21:  personal services payments from grants.  Personal services payments include salaries, stipends, wages, and any other form of compensation paid to an individual through Eastern’s payroll system.

Before considering payments for personal services, it is necessary to understand the most essential ideas of effort reporting:  (1) The federal government views all compensated effort as summing to 100%.   No more, no less.  (2) The number of hours an individual works per week is of no interest to the federal government.  (3) The government expects delivery of a certain percentage of a grantee’s time if such a percentage is committed in the grant proposal and/or stipulated in the grant agreement.  This percentage of effort must be documented and certified as reasonable by someone who has reason to know.  (4) The percentage of an individual’s salary paid from a grant cannot exceed the percentage of effort the individual devotes to the grant-funded project.  Eastern is developing an effort reporting system.
Because the language of Circular A-21 is not exactly riveting, I am going to reword a few of its paragraphs.  The most important general principle is that you cannot give yourself a raise by getting a federal grant.  More precisely:  With few exceptions, you cannot increase your rate of pay with federal dollars, and there are limits on an individual’s total compensation.  The most important and common instances of these limits are as follows:
1.  Salary payments during the academic year
If a faculty member holds (or held) a full-time, nine-month contract (even if the grant did not exist), the salary for that contract is the Institutional Base Salary.  Institutional Base Salary cannot include overload pay.  During the academic year, federal funds must replace (not augment) some portion of the Institutional Base Salary.  For example, if a faculty member pledges 20% of his effort to a federally-funded project, a maximum of 20% of Institutional Base Salary may be charged to the grant, and this money must “buy out” salary, not add to it.  The workload should include CU’s for the grant-related work, and the distribution of CU’s should match salary distribution as verified with an effort report.
2.  Salary payments (for non-teaching duties) outside the academic year (e.g., Summer)
During the summer, a faculty member’s monthly rate of pay may not be higher than during the normal school year.  Again, what matters is the monthly rate of pay contained in the Institutional Base Salary and the percent of one’s effort devoted to the project. 
3.  Salary payments (for teaching duties) outside the academic year (e.g., Summer)
In some cases, a grant may fund summer teaching rather than research or service.  In such cases, the salary charged to the grant will be the amount Eastern would normally pay for the summer teaching assignment.  
Like many federal regulations, Circular A-21 includes exceptions. Salary is allowed in addition to Institutional Base Salary only when all of the following four conditions are met:

1.
The faculty member serves as a consultant or otherwise contributes to a project directed by another faculty member at Eastern.

2.
The consultation is across departmental lines or involves a separate or remote operation.

3.
The work performed by the consultant is in addition to his or her regular departmental load, 
4.
The consulting arrangement is specifically provided for in the agreement with the sponsoring federal agency or otherwise approved in writing by an authorized representative of the sponsoring federal agency.  (Obtaining this approval may prove challenging in the case of federal flow-through grants from non-federal agencies, but federal approval is required nonetheless.)
Some individuals paid from grants would not hold a full-time nine-month contract if the grant did not exist.  Two instances are common:  
(1)
A staff member who was hired to work full time on a grant-funded project may take on part-time teaching duties.  In this case, the agency must approve a lower percentage effort for the individual when teaching duties are assumed.  The salary charge to the grant will be the amount allowed by the funding agency and by any relevant EIU policies.
(2)
A faculty member may hold a part-time nine-month teaching contract even if no grant existed.  Part-time status will be determined in accordance with the UPI Agreement.  Such part-time faculty are treated no differently from full-time faculty.  A part-time faculty member is paid at a given rate, and this rate cannot be exceeded in payments for additional work funded by a federal grant.  For example, assume Eastern pays $15,000 to a faculty member for half-time teaching during the academic year.  She devotes one-half of her remaining time to a grant-funded project. Thus, her additional compensation that Eastern may charge to the grant would be one-half of $15,000, or $7,500. 

Eastern will treat federal flow-through money exactly the same way as direct federal funding. 
Regardless of institutional history, on August 1, 2005 I will begin applying the guidelines discussed in this memo to all new proposals submitted for my signature.  I invite dialog with all of you and the people in your colleges.  Please contact me if you have questions.

c.
Blair Lord, Jeff Cooley, Cathy Thomas, Chris Childress, Mary Bower
