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PURPOSE:
To establish guidelines and best practices for charging supplemental salary to externally sponsored agreements and to
ensure compliance with all Federal regulations.
Procedural References for: Title 2 Code of Federal Regulations (CFR) 200.430

SCOPE:
Morehead State University (MSU) faculty and staff receiving supplemental salary over and above their institutional base
salary (IBS) on any externally sponsored agreement.

DESCRIPTION (CONTINUED):
Salary Buyout—A release from some duties in a stated job description allowing the faculty or staff member to work on
an externally sponsored project. The corresponding percentage of the person’s appointment is charged directly to the
grant account during the term of the buyout. In effect, the grant “buys” the employee’s time by paying for that portion of
their salary so that the equivalent amount of effort can be spent working on the project.
Scholarship—As defined in PAc-11, scholarship is the use, application, or synthesis of existing knowledge and
methodologies with the aim of: (1) establishing new understanding and knowledge, (2) developing new technologies,
methodologies, or materials, (3) creating or rendering artistic works, or (4) solving discipline-related problems or general
societal problems. Scholarship is one criterion by which faculty members are assessed for promotion and success in the
tenure track.
Stipend—Compensation paid to non-MSU employees for services rendered.
Summer Salary—Compensation paid during the months faculty are not under contract. The summer period is defined to
be the period outside the base salary period of the academic year appointment. Summer salary is paid from externally
funded programs and thus originates from a different source than that generated by their regular appointment. Faculty
members on 9-, 10-, or 11-month contracts may receive summer salary for periods during which their contracts are not
in effect. This externally funded summer salary will be calculated by one of the following methods:
- A percentage of salary based on the IBS. For example, a 9-month faculty member is eligible to receive 33.33%
(11.11% per month) of salary during the summer months; 10-month faculty 20% (10% per month); and 11-month
faculty 9.09% per month.
- Calculated on a daily basis using the faculty member’s daily rate, based on the IBS.
Supplemental Salary—Compensation paid from external funding sources over and above the IBS for duties considered
separate and distinct from the employee’s primary position duties as determined by appointment letters, contracts, or
other documentation and compliant with 2 CFR 200.
Requirements for Supplemental Salary: The IBS is the annual compensation the university pays for an individual’s
appointment, whether that time is spent on research/scholarship (as defined in PAc-11), teaching, or a combination of
these activities. IBS excludes:
- Any income that an individual may be permitted to earn outside of the normal workload;
- Incidental or overload compensation paid for duties above and beyond the duties expected for an individual;
- Intra-IHE consulting which may be provided for in an award; and any bonus or recognition payment made to an
individual, which is made without an effort commitment expectation.
Current compensation options for faculty and staff conducting research, instruction/training, or public service on projects
supported by external funds at MSU include the following:
- Release time/course reduction
- Summer salary
- Salary buyout
- Supplemental salary
External funding compensation options are not to be confused with the various mechanisms of payment existing at MSU
for faculty and staff and paid from internal sources. These are:
- Administrative supplement
- Overload
- Summer salary
In the case of supplemental salary, according to 2 CFR Part 200:
Certain conditions require special consideration and possible limitations in determining allowable personnel
compensation costs under Federal awards. Among such conditions are the following:
Intra-Institution of Higher Education (IHE) consulting. Intra-IHE consulting by faculty is assumed to be undertaken as an
IHE obligation requiring no compensation in addition to IBS. However, in unusual cases where consultation is across
departmental lines or involves a separate or remote operation, and the work performed by the faculty member is in
addition to his or her regular responsibilities, any charges for such work representing additional compensation above IBS
are allowable provided that such consulting arrangements are specifically provided for in the Federal award or approved

DESCRIPTION (CONTINUED):
in writing by the Federal awarding agency.
Extra Service Pay normally represents overload compensation, subject to institutional compensation policies for services
above and beyond IBS. Where extra service pay is a result of Intra-IHE consulting, it is subject to the same requirements
of [the paragraph above]. It is allowable if all of the following conditions are met:
The non-Federal entity establishes consistent written policies which apply uniformly to all faculty members, not just
those working on Federal awards. The non-Federal entity establishes a consistent written definition of work covered by
IBS which is specific enough to determine conclusively when work beyond that level has occurred. This may be
described in appointment letters or other documentations. The supplementation amount paid is commensurate with the
IBS rate of pay and the amount of additional work performed. The salaries, as supplemented, fall within the salary
structure and pay ranges established by and documented in writing or otherwise applicable to the non-Federal entity.
Salary basis. Charges for work performed on Federal awards by faculty members during the academic year are allowable
at the IBS rate. Except as noted [below], in no event will charges to Federal awards, irrespective of the basis of
computation, exceed the proportionate share of the IBS for that period. This principle applies to all members of faculty at
an institution. IBS is defined as the annual compensation paid by an IHE for an individual’s appointment, whether that
individual’s time is spent on research, instruction, administration, or other activities. IBS excludes any income that an
individual earns outside of duties performed for the IHE. Unless there is prior approval by the Federal awarding agency,
charges of a faculty member’s salary to a Federal award must not exceed the proportionate share of the IBS for the period
during which the faculty member worked on the award.
Periods outside the academic year. Except as specified for teaching activity (see paragraph below), charges for work
performed by faculty members on Federal awards during periods not included in the base salary period will be at a rate
not in excess of the IBS. Charges for teaching activities performed by faculty members on Federal awards during periods
not included in IBS period will be based on the normal written policy of the IHE governing compensation to faculty
members for teaching assignments during such periods.
Salary rates for non-faculty members. Non-faculty full-time professional personnel may also earn “extra service pay” in
accordance with the non-Federal entity’s written policy and consistent with [2 CFR 200 allowable activities].
Based on 2 CFR 200, MSU employees are ineligible to receive supplemental salary during their contracted period unless
intraIHE consulting is being performed. If the employee is participating in intra-IHE consulting, all three stated criteria
below must be met to receive supplemental salary. Therefore, it is MSU’s regulation that supplemental salary is not an
allowable expenditure for principal investigators or co-principal investigators. In order for others to receive supplemental
salary from an externally sponsored agreement, the work performed must be:
- Across departmental lines, or involving a separate or remote operation;
- In addition to his/her regular responsibilities/normal workload; and
- Defined in the sponsored agreement, or approved in writing by the sponsoring agency.
According to PAc-29, MSU requires its faculty to engage in teaching, research/scholarship, and service. Pursuing
external funding opportunities is expected, and in most circumstances, faculty and staff are not eligible for supplemental
salary. Only under exceptional circumstances will supplemental salary be an allowable cost during the academic year. If
exceptional circumstances exist, the additional work should not compromise the faculty member’s ability to complete
his/her normal university workload. Additionally, the supplemental salary must be a funded line item on an externally
funded budget that has been explicitly requested from and approved by the funding agency.

