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Safe Harbor Indirect Cost Rate

Effective January 1, 2026, “Loaded Hourly Rate” will no longer be an option for firms
without a firm compiled or audited overhead rate. All agreements negotiated after this
date related to Qualification Based Selection of Architectural and Engineering Firms on
professional services agreements written through HQ Consultant Services within Highway
Design, will utilize the Safe Harbor Indirect Cost Rate instead of the “Loaded Hourly Rate”
option.

The Safe Harbor Indirect Cost Rate (SHICR) introduces a proactive approach to meeting
financial requirements while growing your business and preparing you for the next
threshold of overhead requirements.

Who does this impact? Any new (no previous ITD agreements) firm that plans to
perform $100,000 or less of professional services for ITD through HQ Consultant Services
written agreements, in a calendar year AND have not previously had an indirect cost rate
accepted by a federal or state agency. Firms are required to move from a Safe Harbor
Rate to a calculated indirect cost rate as their systems mature, typically within 3 years.

Firms currently utilizing a Fully Loaded Rate may continue to do so on current agreements
but agreements executed after January 1, 2027 are required to have a calculated indirect
cost rate in alignment with ITD’s existing policy and limits.

What does this mean and what do | need to do? Any firm that is impacted will now
utilize the Safe Harbor Indirect Cost Rate of 100% direct labor, and 12% flat fee (Fixed
Fee Worksheet does not apply) and will need to meet the requirements of the Pathway to
Compliance. This Pathway requirements include but are not limited to:

« Utilization of an accounting system capable of accumulating and tracking direct/indirect
labor and other costs by contract, segregating indirect costs, and removing unallowable
costs,

e Submittal of the following to ITD Internal Review Office @
Internal.Review@itd.idaho.gov during negotiations on your first agreement after the
effective date:

o Trial balance and income statement from accounting system
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Internal Control questionnaire

National Compensation Matrix

Certificate of Final Indirect costs

Employee payroll register and/or proof of draws (depending on business structure)

Representative sampling of timesheets
Written timekeeping policy
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PLEASE NOTE: All ITD HQ Consultant Services, governing and guidance documents
related to Professional Service Agreements, have not been updated to reflect this change.
Replace all references to “Loaded Hourly Rate” in reference to Overhead Rates with Safe
Harbor Indirect Cost Rate.
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