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Preface from OSPE Leadership: Why This Matters Now

The engineering profession is at a critical crossroads. Ontario is facing unprecedented infrastructure
demands, complex environmental challenges, rapid technological disruption, and an evolving
regulatory landscape. Engineers are being called upon to solve some of the province’s most pressing
problems, yet the frameworks that define how engineering services are valued have not kept pace.

The Ontario Society of Professional Engineers (OSPE) believes that the time for change is now. This
Fee Guideline is not just a technical resource, it is a statement of principle and a call to action.

For too long, engineering has been undervalued in procurement systems that prioritize the lowest
bid over long-term value, safety, and innovation. This has led to cost-cutting pressures, talent attrition,
and missed opportunities to leverage the full potential of engineering expertise. At OSPE, we are
committed to reversing that trend by championing transparent, fair, and sustainable pricing practices
that reflect the true value engineers bring to every project.

These guidelines are designed to empower engineers, inform clients, and influence policymakers.
They are rooted in ethics, economic realities, and the evolving role of the profession in a fast-changing
world. We are waving OSPE’s flag clearly: engineering is not a commodity, it is a cornerstone of public
safety, economic prosperity, and sustainable development.

By adopting and promoting this guidance, we can elevate the profession, protect public interest, and
build a stronger Ontario; one that respects and rewards engineering excellence.

We encourage all stakeholders -engineers, clients, companies, and government partners- to use this
resource not only as a pricing tool but as a framework for reshaping how we value engineering in this
province.

Ontario needs engineers now more than ever. And engineers need a system that values their worth.

OSPE is proud to lead this change.

Sandro Perruzza
OSPE CEO
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Executive Summary

This document provides comprehensive guidance on determining fair, transparent, and sustainable
engineering service fees in Ontario. Developed for use by engineers, clients, government agencies,
and industry stakeholders, the Fee Guidelines aim to support consistent, ethical, and value-driven
pricing practices across the engineering profession.

The guidelines outline the purpose, scope, and ethical considerations that underpin professional fee
structures, while establishing core principles for determining fees. Various pricing models are explored;
including fixed fees, hourly rates, and percentage-based methods, with practical insights into when and
how to apply each.

A detailed breakdown of cost components, including direct and indirect costs, overhead, and salary
structures, is provided to clarify how fees are developed. The document introduces a structured
approach to responsibility levels (P1-P6) and ties them to corresponding duties and compensation
expectations, helping align expertise with appropriate remuneration.

Key considerations influencing fee adjustments, such as project complexity, risk, location, regulatory
requirements, and emerging technologies are examined, along with hybrid pricing models and value-
based approaches tailored to evolving service demands.

Best practices for fee negotiation, client communication, transparency, and ethical pricing behavior are
highlighted to help engineers and clients build trust and mutual understanding. Tools such as a Fee
Proposal Template and an Hourly Rate Calculator are included to support implementation.

These guidelines are intended to serve not only as a practical resource for engineering professionals
but also as a public interest advocacy tool, promoting fair compensation, reinforcing the value of
engineering, and enhancing outcomes across the sector.

How to Use This Document

This guideline supports engineers, clients, and policymakers in establishing fair, transparent pricing for
engineering services in Ontario.

Engineers & Engineering Firms

« Set competitive, sustainable fees using hourly rates and role-based structures (P1-P6).
- Choose the right pricing model for each project (fixed, hourly, hybrid).
« Use proposal and rate templates to support client communication.

Clients & Procurement Professionals

- Budget confidently with detailed fee components and disbursement guidance.
« Prioritize value and lifecycle benefits—not just lowest cost.
- Adopt industry best practices like Qualifications-Based Selection (QBS).

Policymakers & Public Sector Leaders

« Guide procurement policies to reflect safety, sustainability, and innovation.
+ Promote equitable compensation across engineering sectors.
« Use this document to advocate for stronger infrastructure and talent retention.
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Introduction
Purpose of the Fee Guidelines

The Fee Guidelines for the Engineering Profession has been developed by the Ontario Society of
Professional Engineers (OSPE) in collaboration with engineering professionals across various sectors
who are directly involved in project planning, design, and execution. Their insights ensure that these
guidelines accurately reflect industry realities, practical challenges, and considerations related to fee
structures. By incorporating real-world expertise, the guidelines align with professional standards, best
practices, and the true value of engineering services in Ontario in the public interest.

Engineering fees should reflect the level of service, expertise, and due diligence required to meet

the standard of care as outlined in Professional Engineers Ontario (PEO) practice guidelines and the
Professional Engineers Act. Ensuring that fees align with these professional standards helps safeguard
public safety, project integrity, and long-term sustainability.

By providing guidance on fee structures and best practices, this document aims to support both
engineers and clients in achieving successful project outcomes, balancing quality, efficiency, and
financial responsibility while upholding the public interest.

Scope and Applicability

The Fee Guidelines apply to a broad range of engineering services provided across various sectors,
including infrastructure, building, industrial, and environmental projects. It serves as a reference tool
for:

- Clients and decision-makers seeking to establish fair and transparent engineering budgets.

- Engineering firms determining appropriate compensation for services while ensuring
compliance with professional obligations.

« Public and private sector stakeholders involved in procurement, project management, and asset
lifecycle planning.

Engineering fees should be considered in the context of the entire project lifecycle, rather than as an
isolated cost. A well-structured engineering budget ensures project success and long-term value while
minimizing costly risks and inefficiencies.

Professional and Ethical Considerations

A successful project meets the client’s requirements while representing the best value over its
lifecycle. The long-term operation and maintenance of infrastructure, buildings, or industrial assets
typically account for 80-93% of lifetime costs, while engineering fees represent only 1-2% of total
project costs.

However, the selection of engineering services should prioritize quality over cost alone. Choosing an
engineer based solely on the lowest fee can lead to compromised project quality, higher operational
costs, and unforeseen risks. Instead, Quality-Based Selection (QBS) is recognized as an industry best
practice, ensuring that engineers are chosen based on their qualifications, expertise, and value to the
project rather than the lowest bid.



OSPE has issued a comprehensive QBS Report, emphasizing the importance of fair and transparent
selection processes in engineering procurement. By prioritizing qualifications and experience, clients
can achieve better project outcomes, improved safety, and long-term cost savings.

These guidelines reinforce the importance of fair compensation for engineering services, ensuring
that projects are planned, designed, and executed in a manner that supports safety, sustainability, and
professional excellence.

Principles of Professional Fees

Establishing fair and transparent engineering fees is essential to ensuring high-quality project
outcomes, maintaining professional integrity, and supporting the long-term sustainability of engineering
services. This section outlines the foundational concepts behind how engineering fees are determined,
why they are structured in specific ways, and the key factors that influence them.

Basis for Fee Determination

Engineering fees should reflect the value of professional expertise, the complexity of the project, and
the level of responsibility assumed by the engineer. Fees are typically determined based on:

« Scope of Work — The size, scale, and technical complexity of the project directly impact the
required level of effort and expertise.

« Professional Standards & Regulations — Fees must align with industry guidelines, ethical
obligations, and regulatory requirements, including those set by Professional Engineers Ontario
(PEO).

« Level of Service Required — Projects requiring specialized knowledge, advanced technical
skills, or extensive client collaboration often justify a higher fee structure.

« Project Lifecycle Considerations — Engineering plays a pivotal role in determining the long-term
cost efficiency of a project, including construction, operation, and maintenance.

« Industry and Sector Variability — Fee structures depend on the specific industry and sector, as
different fields have unique regulatory, technical, and market-driven cost factors.

« Owner’s Stated Requirements & Project Delivery Method — The client’s preferred approach
to project execution and level of service required often play a role in fee determination. This
is typically negotiated through an ongoing dialogue between the client and the practitioner to
align expectations, service scope, and costs.

Engineering fees are not simply a cost consideration, but an investment in quality, risk mitigation, and
long-term sustainability.

Types of Fee Structures

There are multiple ways engineering services can be priced, each offering different benefits based on
project needs, complexity, and risk considerations. Common fee structures include:

« Fixed Fee (Lump Sum) — A pre-determined total cost for a well-defined scope of work, typically
used for projects with clear deliverables.

. Time-Based Fees (Hourly or Daily Rates) — Engineers charge based on the actual time spent on
the project, suitable for tasks with variable scope or evolving requirements.

- Percentage of Construction Cost — Engineering fees are calculated as a percentage of the total
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construction cost, often used in building and infrastructure projects.

« Retainer Agreements — Clients pay a recurring fee to secure ongoing engineering expertise,
commonly used for advisory services or long-term projects.

« Performance-Based Fees — Compensation is linked to achieving specific project milestones or
performance criteria, which must be tied strictly to engineering performance rather than external
factors beyond the engineer’s control.

« Hybrid or Custom Models — A combination of multiple fee structures tailored to project-specific
needs.

Selecting the right fee structure depends on the nature of the work, project risks, and expectations for
deliverables and collaboration.

Factors Influencing Fees

A variety of internal and external factors impact how engineering fees are set, adjusted, and
negotiated:

« Project Complexity — Highly technical, multi-disciplinary, or high-risk projects require greater
expertise, coordination, and due diligence, often resulting in higher fees.

+ Regulatory & Compliance Requirements — Fees must account for time spent on permits,
environmental assessments, safety standards, and industry regulations.

« Risk & Liability Considerations — Projects with higher potential liabilities may require additional
risk mitigation measures, insurance, and due diligence, affecting fee structures.

« Market Conditions & Demand for Expertise — Fluctuations in market trends, industry demand,
and the availability of engineering professionals can influence pricing.

« Project Location & Logistics — Remote, international, or logistically challenging projects
may incur additional costs related to travel, supply chain issues, or regional compliance
requirements.

« Client Expectations & Budget Constraints — While fees should be competitive, they must also
ensure that engineers can provide services that meet professional and ethical standards without
compromising quality.

Understanding these factors helps both engineers and clients align expectations, structure fair
contracts, and ensure that engineering services deliver maximum value to a project. While there are no
similar recommendations by PEOQ, it is prudent to consider relying on standard forms of contract (see
Legal and Regulatory Framework at the end of this document), to promote fairness and openness in
fee negotiation and structure.

Typical Composition of Engineering Fees

Engineering fees are based on both the value of the professional services provided to a client and the
costs incurred in delivering those services. Fees should reflect not only the engineer’s cost of providing
the services but also the expertise, quality, and value received by the client.

Each engineering firm has a unique mix of Professional Engineers (P.Eng.), Engineering Intern (EIT),
and technical and administrative staff who support the delivery of professional services. To maintain
its operations and ensure high-quality service delivery, firms incur a range of business costs, including
salaries, overhead, software, insurance, and compliance expenses.
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This section outlines the key components that make up engineering fees, including direct and indirect
costs, overhead, salaries, and investment considerations. The pie chart below illustrates the cost
makeup of a typical engineering services provider and highlights the factors that influence pricing
decisions.

By understanding these components, clients and engineers can ensure transparency, fairness, and
alignment between service value and pricing.

Please note: Operations & Maintenance in the chart refers to/including reception, sales, clerical and accounting staff;
computers, rent, utilities, maintenance, property taxes, insurance, professional fees, training, supplies, dues and
registrations.

Cost Makeup of an Engineering Services Provider (Breakdown of direct and indirect costs)

Engineering fees are influenced by both direct costs (those directly associated with a project) and
indirect costs (general business expenses necessary to sustain operations).

1. Direct Costs

These costs are specific to a project and vary based on the scope, complexity, and duration of the
engagement. They include:

. Time — The hours worked by engineers, project managers, and technical staff.

« Project-Specific Software & Tools — Specialized software, modeling programs, and simulations
required for the design and analysis.

. Travel & Site Inspections — Transportation, accommodation, and site assessment costs when
required.

2. Indirect Costs

These are operational expenses necessary to run an engineering practice but are not directly tied to a
single project. They include:

- Administrative Support — Non-billable staff, legal, accounting, and HR services.

« Workplace Infrastructure — Office space, utilities, and essential equipment.
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Marketing & Business Development — Costs related to securing new projects and maintaining
client relationships.

Software Licensing & Digital Tools — CAD, simulation software, and project management
platforms.

Employee Personal Equipment and Tools — Such as PPE, which must be necessary for
engineering-related tasks.

Employee Burden (if applicable) — Costs associated with employment benefits, training, or other
indirect labor expenses, provided they are tied to engineering work.

Indirect costs are typically factored into hourly rates or project fees to ensure that engineering firms
can sustain operations while delivering high-quality services.

Overhead and Operating Costs (Office expenses, software, insurance, regulatory fees, etc)

Beyond project-specific expenses, engineering firms must account for ongoing overhead costs that
contribute to long-term sustainability and compliance. These include:

Professional Liability Insurance — Protection against legal and financial risks.

Regulatory & Compliance Fees — Licensing, industry certifications, and adherence to provincial/
federal regulations.

Employee Training & Development — Continuous learning and skill development to maintain
engineering excellence and innovation.

These overhead expenses ensure that engineering services remain competitive, compliant, and up to
date with industry advancements.

Minor disbursements are absorbed within an engineering firm’s overhead costs and are typically not
charged separately. These may include:

v

< S L

Local and long-distance telephone costs

Routine production of drawings and documents

Local travel expenses (within 50 km from the office, depending on industry and frequency)
Standard software and computer usage

Office supplies

Salaries and Wages Breakdown

A significant portion of engineering fees accounts for professional wages, ensuring that highly skilled
engineers are compensated fairly for their expertise. Salary structures typically reflect:

Experience Level — Compensation varies from junior engineers to senior specialists and project
managers.

Specialization & Industry Demand — Niche expertise in fields such as Al, automation, energy,
and transportation may warrant higher wages.

Market Trends & Geographic Location — Cost of living and industry demand influence salary
expectations.

Investing in skilled engineers results in higher-quality project outcomes, risk mitigation, and long-term
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value for clients.

Incorporating Associated Costs Into Hourly Fees

To ensure transparency and fair pricing, many engineering firms integrate associated costs into their
hourly billing structure, except for disbursements and reimbursable expenses.

This approach:
- Simplifies project cost estimation for clients.

« Ensures fair compensation for professional expertise while covering business sustainability
costs.

+ Reduces ambiguity in contract negotiations, making it easier for clients to understand the true
value of engineering services.

By adopting a well-structured, transparent fee composition, engineering firms can deliver high-quality
solutions while maintaining long-term business sustainability and client trust.

Charges for Disbursements and Reimbursable Expenses

The terms “Disbursements” and “Reimbursable Expenses” are often used interchangeably. To

maintain transparency and consistency, clients are encouraged to allocate a reasonable allowance

for reimbursable expenses within the project budget. Fee proposals should include a budget for
reimbursable expenses based on project requirements and anticipated disbursements. This ensures
that expense estimates do not become a deciding factor in selecting an engineering firm, as such costs
are generally comparable for similar scopes of work.

As part of the negotiation process, clients and engineering firms should review anticipated expenses
before the project begins and agree on the categories of disbursements and reimbursement methods.
Since practices may vary across firms, the following general guidelines provide a framework for
consideration.

Additional Disbursements (May Be Billed Separately)

Additional expenses incurred beyond standard operational costs may be billed separately, subject to
prior agreement between the client and the engineering firm.

Sub-Consultant Fees

When sub-consultants are engaged, their invoices are recommended to be charged at cost plus 10-15%
to cover the consulting engineer’s overhead and administrative expenses associated with managing
sub-consultant services.

By clearly defining disbursement categories and reimbursement terms before the project begins, both

clients and consulting engineers can ensure transparency, avoid misunderstandings, and streamline
financial planning throughout the engagement.
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Typical Duties Based on Responsibility Levels

Engineering roles are structured based on experience, technical proficiency, leadership, and project
complexity. Each level carries distinct expectations in terms of problem-solving, decision-making,
project management, and client engagement.

The classification below aligns with progressive career development, starting from entry-level
engineers to pre-eminent professionals who lead industry-wide advancements.

Level P1 — Entry Professional

Typically, new graduates or engineers with 0-3 years of experience.
Perform technical support, calculations, modeling, and data analysis under supervision.
Assist in design, feasibility studies, and project documentation.

Work on well-defined tasks but do not lead projects or make independent technical decisions.

Level P2 — Experienced Professional

Engineers with 3-5 years of experience, advancing in technical expertise.
Take on more responsibility in design, regulatory compliance, and project coordination.
May begin working more independently on smaller tasks but still under senior supervision.

Engage in problem-solving and risk assessment but do not lead major projects.

Level P3 — Senior Professional (Intermediate Engineer — 5-10 years of experience)

Demonstrates strong technical proficiency and independent problem-solving.
Responsible for technical design, project execution, and client coordination.
Conducts risk assessments, regulatory compliance reviews, and system integration.
Mentors junior engineers and provides input on project methodologies.

Typically does not lead major projects independently but plays a key supporting role.

Level P4 — Specialist Professional (Senior Engineer — 10-15 years of experience)

Recognized for in-depth expertise in a specific engineering field.

Oversees complex engineering projects, taking full responsibility for technical and regulatory
compliance.

Leads multidisciplinary teams and serves as a primary technical point of contact for clients and
stakeholders.

Engages in high-level decision-making, cost estimation, and project risk management.

May specialize in niche industries, contributing to technical innovation and best practices.

Level P5 — Expert Professional (Project Manager / Senior Engineer — 15-20years of
experience)

Widely respected for strong technical and managerial expertise, with a proven track record of
impactful contributions to the field.

Responsible for strategic project leadership, contract negotiation, and financial oversight.

Manages multidisciplinary teams, ensuring project delivery, quality assurance, and regulatory
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compliance.

Provides technical direction at the enterprise level, influencing engineering methodologies and
best practices.

« Works closely with government agencies, regulatory bodies, and high-profile clients.

Level P6 — Pre-Eminent Professional (Principal Engineer / Industry Leader — 20+ years of

experience)

+ Known for extensive contributions to national and international policy discussions, industry
standards, and regulatory frameworks, with a strong reputation built through published work,
committee involvement, and advisory roles.

- Leads high-stakes, large-scale, and technologically advanced projects.

« Serves as a thought leader, expert witness, or high-level consultant in niche industries such as
Al integration, clean energy, advanced infrastructure, or automation.

« Drives research, innovation, and industry-wide advancements.

« May hold executive roles such as Chief Engineer, Technical Director, or Industry Advisor.

As engineers progress through responsibility levels, their role expands from technical execution to
strategic leadership, influencing industry innovation, policy, and sustainability.

Understanding these progressive levels helps ensure that engineering fees reflect expertise, risk, and
decision-making responsibilities, aligning project complexity with appropriate compensation.

Comparison of Duties Across Responsibility Levels

Responsibility
Level

Primary Role

Decision-Making
Authority

Client Interaction

Leadership &
Supervision

Level P1 - Entry
Professional

Supports technical
tasks, calculations,
modeling, and data
analysis under
supervision.

Limited, works under
direct oversight.

Minimal client
interaction, mostly
internal coordination.

No supervisory role,
follows instructions
from senior engineers.

Level P2 —
Experienced
Professional

Assists in design,
feasibility studies, and
regulatory compliance;
begins working
independently on
smaller tasks.

Some independent
problem-solving but
decisions require
review.

Limited client
interaction, mostly
supporting senior staff.

May provide guidance
to junior engineers
but does not manage
projects.

Level P3 — Senior
Professional

Leads technical
design, project
execution, and
regulatory compliance;
responsible for
delivering technical
solutions.

Moderate authority in
decision-making within
the scope of assigned
projects.

Engages with clients
on technical matters
but not the primary
decision-maker.

Mentors junior
engineers;
coordinates tasks
within a project team.
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Responsibility
Level

Primary Role

Decision-Making
Authority

Client Interaction

Leadership &
Supervision

Level P4 — Specialist
Professional

Oversees

complex projects,
ensures technical

and regulatory
compliance, and
leads multidisciplinary
teams.

High level of authority,
making key technical
and risk management
decisions.

Direct client
engagement,
responsible for
communicating project
details and updates.

Leads engineering
teams, assigns tasks,
and ensures project
milestones are met.

Level P5 — Expert
Professional

Leads high-stakes
projects, provides
strategic direction, and
manages large-scale
engineering initiatives.

Extensive authority,
makes executive-level
decisions on projects
and contracts.

Directly interfaces with
clients, stakeholders,
and regulatory bodies.

Leads entire
departments,
manages budgets,
and ensures project
viability.

Level P6 — Pre-
Eminent Professional

Recognized industry
leader, drives
innovation, sets policy,
and provides expert
consultation.

Ultimate decision-
making authority in
industry-wide projects
and policies.

High-level client

and government
engagement, policy
advocacy, and expert
testimony.

Influences national
and international
engineering
standards, leads
industry-wide
initiatives.

Impact of Responsibility Level on Fee Structures

« Higher levels of responsibility warrant increased fees, as engineers take on greater risk,
accountability, and strategic decision-making.

« Senior engineers and project managers command higher rates due to their role in project
leadership, risk mitigation, and direct client engagement.

- Specialized experts and consultants often work on high-impact, complex projects, requiring
extensive knowledge and justifying premium fees.

« The value of engineering services extends beyond initial design work, with long-term cost
savings and risk mitigation playing a crucial role in project success.

By aligning fee structures with responsibility levels, engineering firms ensure that pricing reflects
expertise, experience, and the true value of professional services.

Methods of Remuneration

Engineering fees can be structured in several ways, depending on the project scope, complexity, client
expectations, and contractual arrangements. Selecting the right fee model ensures fair compensation,
project efficiency, and client satisfaction. Below is an overview of common remuneration methods used
in Ontario’s engineering sector.

Fixed Fee (Lump Sum Pricing)

A lump sum arrangement is recommended when the scope of services and schedule are clearly
defined and understood. This pricing model provides cost certainty for clients but requires careful
project scoping to ensure all necessary work including deliverables and client requirements or

expectations (non-technical), is accounted for upfront.
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Fixed fees are typically developed by:

« Estimating the time required to complete the project and multiplying it by the applicable hourly
rates.

« Referencing fees from previously completed projects of similar scope and complexity.

Since the engineer assumes the risk of completing the work within the fixed fee, a breakdown of costs
is not usually provided. Instead, the total fee incorporates both the anticipated effort and a built-in
margin for risk management.

Common Applications:
v Building design
v Feasibility studies
v Regulatory compliance reviews

v Predictable costs for clients
v Simplified budgeting

v Clear contract terms and deliverables

Cons:
x Limited flexibility if project scope evolves
X Requires detailed planning to avoid unexpected expenses

This pricing model works best for well-defined projects where changes are unlikely, ensuring both
parties have a clear agreement on costs and deliverables from the outset.

Time-Based Fees (Hourly Rates)

A time and material arrangement is recommended when the scope of services and/or schedule cannot
be clearly defined at the outset. Instead of committing to a fixed fee that may not account for unknown
risks or evolving project requirements, engineers charge based on the actual time spent working on a
project.

To ensure cost transparency and project alignment, engineers should regularly monitor fees and
provide the client with status updates and fee forecasts throughout the engagement.

Common Applications:
v Consulting and advisory services
v Long-term projects with evolving needs
v Research and feasibility studies
v Projects with undefined or shifting deliverables

Pros:
v Fair compensation for effort and expertise

v Flexible and adaptable to changing project demands
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v Allows for transparent tracking of actual work completed

Cons:

x Less cost predictability for clients (unless budget forecast is kept current)

X Requires detailed planning and budget tracking to avoid unexpected expenses
x Engineering firm carries the budget risk
X

May drive engineering firm not to optimize their design work

This model works best when project complexity, duration, or deliverables are uncertain, allowing
engineers and clients to adjust scope and resources as heeded while maintaining fair and transparent
pricing.

Sample Hourly Rate Table by Responsibility Level
The rates listed in Table 1 have been established with the long-term sustainability of the engineering

profession in mind. However, specific projects may require adjustments based on complexity,
specialization, and logistical factors.

Targeted

Responsibility Level Hourly Rates

Key Responsibilities

Entry-level support, technical assistance, calculations, and

Level P1 - Entry Professional $150 modeling. Works under supervision on defined tasks.

Level P2 (Junior to Intermediate Supports design development, performs technical analysis,

Engineer) $170 assists in project coordination, and regulatory compliance.
Leads design work, coordinates projects, ensures

Level P3 (Intermediate Engineer) $210 regulatory compliance, and may provide client-facing
support.

Level P4 (Senior Engineer) $285 Oversees gomplex .eng|.neer|ng prOJects,.manages risks,
engages directly with clients, and supervises teams.

Level P5 (Project Manager / Senior Leads multidisciplinary projects, makes high-level technical

- $330 - )
Engineer) decisions, and manages budgets, schedules, and risk.
Level P6 (Principal Engineer / Director Proyldes strategic Iegdershlp, expert tec.hnlcal z:.\dwso.ry,
$405 policy recommendations, and oversees innovation-driven

Level) .
projects.
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To establish these rates, we considered a range of economic and sector-specific indicators, including:
« The Ontario Consumer Price Index (CPI)
« Sector market salaries
« The Statistics Canada Services Index

- Labour market data, including trends in retention, recruitment, and employment across the
engineering sector

« Changes in employer labour costs, such as statutory remittances, workplace safety obligations,
and related expenses

« Other factors impacting the cost of operation, such as infrastructure investments, regulatory
compliance, insurance, and administrative overhead

These considerations help ensure that the recommended rates are realistic, competitive, and reflective
of the current economic environment, while also promoting fair compensation and sustainable
practices within the engineering profession.

Higher rates may apply to highly specialized projects, those requiring expert testimony, or assignments
that necessitate staff relocation to remote locations. Lower rates may be appropriate for large-scale
projects, long-term contracts, or situations where economies of scale allow for cost reductions.
Regional economic conditions and market demand can also influence fee structures.

Ultimately, fee adjustments should reflect the true value of engineering expertise, the level of
responsibility assumed, and the unique challenges associated with each project.

For example only:

Disibution of Consulting Fees

The following graphic provides context on the typical distribution of fees within a consulting
engineering company.

Benefits
Statutory benefits, taxes, health

Net Profit and safety, retirement, etc.

Overhead
Facilities, taxes,
services, supplies, etc.
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Percentage of Construction Cost

For projects where the engineering scope of services is well established and has been consistently
defined across similar assignments, fees can be determined as a percentage of the total construction
cost. Unlike time-based pricing models, this method does not directly correlate fees with the number of
hours spent on a project but instead reflects the overall scale and complexity of the engineering effort
required.

For the purpose of calculating fees, the Cost of Construction refers to the contract price(s) of all
elements of the project designed by, or on behalf of, the professional engineer. This includes the
general contractor’s overhead and profit as well as all applicable taxes, except for HST. In cases where
there is no contract price for all or part of a project, the construction cost should be estimated by the
professional engineer and agreed upon by the client.

By using percentage-based fees, engineering firms can offer a competitive pricing model that ensures
compensation reflects both project size and required expertise, while providing clients with predictable
and scalable fee structures.

The recommended percentages, as outlined by the Association of Consulting Engineering Companies
Ontario (ACEC Ontario), are:

« Based on historical data reported by ACEC Ontario and survey data collected from professional
engineers and clients;

« Intended to ensure fair and equitable compensation for engineering services when applied to
the total construction cost;

+ Most applicable to projects in undeveloped areas, where engineering complexity is not
significantly impacted by existing infrastructure or conditions.

For detailed fee percentage ranges by project type and scope, please refer to the full guideline
provided by ACEC Ontario: ACEC Ontario Fee Guideline.

For projects involving alterations or additions to an existing structure, it is recommended that fees be
calculated at 150% of the standard rates due to additional challenges such as integration with existing
systems, site constraints, and risk mitigation. Furthermore, services related to demolition work should
be negotiated separately to reflect the additional expertise and risk involved.

Key Considerations

v Best suited for large infrastructure, municipal, and building projects where engineering scope is
standardized.

v Aligns engineering fees with project scale, making budgeting more predictable for clients.

v May not accurately reflect engineering effort if construction costs fluctuate significantly or if
early-stage cost estimates are flawed or inaccurate.

By using percentage-based fees, engineering firms can offer competitive pricing models, while
ensuring their compensation reflects both project size and required expertise.

Other Hybrid or Custom Financial Models

Some projects require flexible or tailored remuneration approaches, such as:
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- Retainer Agreements — Clients pay a recurring fee for ongoing engineering support.
« Cost-Plus Pricing — Engineering services are billed at direct costs plus a pre-agreed margin.

« Performance-Based Fees — Compensation is tied to achieving specific project milestones,
efficiency improvements, or sustainability targets.

« Subscription Models — Engineering firms provide services under a fixed monthly or annual
contract, often used for digital engineering, data analytics, or infrastructure monitoring.

Model Description Ideal For
Retainer Recurring fee for ongoing support Long-term advisory or compliance services
Cost-Plus Direct costs + agreed margin Projects with uncertain scope
Performance-Based Linked to outcomes or milestones Energy savings, sustainability targets
Subscription Recurring access to services Smart city/digital monitoring projects

These models allow flexibility and can be tailored to align incentives, manage risk, and strengthen
long-term partnerships.

Selecting the Right Fee Structure

Each model is designed to balance financial risk, service quality, and project outcomes. Choosing the
most appropriate fee model depends on:

« Project Scope & Complexity — Defined projects may work best with fixed fees, while evolving
projects benefit from time-based rates.

« Client Budget & Risk Tolerance — Some clients prefer cost predictability, while others prioritize
flexibility.

« Long-Term Engagement Needs — Retainers or subscription models may suit clients requiring
ongoing engineering expertise.

« Specific industry trends and demand of specialized expertise.

By structuring fees appropriately, engineers and clients can create mutually beneficial agreements that
ensure fair compensation and project success.

Factors Affecting Fee Adjustments

Engineering fees are not static—they vary based on project-specific factors, external market conditions,
and industry demands. Fee adjustments ensure that pricing accurately reflects the level of expertise,
risk, and complexity involved in delivering engineering services. This section outlines key factors that
influence engineering fee adjustments and why standard fee structures may need to be modified for
specific projects.
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Complexity of the Project

« More complex projects require advanced technical expertise, specialized analysis, and greater
coordination.

« Projects in older and complex facilities requiring a lot of re-design to integrate new equipment
or facilities.

« Multi-disciplinary projects, cutting-edge technology integration, and highly customized designs
often lead to higher fees.

« Projects with multiple stakeholders, unique engineering challenges, or evolving requirements
may require flexible pricing structures.

Risk and Liability Considerations
« The level of professional liability and risk exposure directly impacts engineering fees.

- High-risk projects—such as critical infrastructure, high-rise buildings, transportation networks,
and industrial facilities—demand additional due diligence, safety considerations, and liability
protection.

- Engineers must factor in insurance costs, potential legal risks, and project-specific liability
clauses.

Project Size and Duration

- Larger and longer-duration projects often require more extensive planning, documentation, and
project management.

« Prolonged engagements may require phased fee structures to accommodate changing project
needs over time, including factors such as inflation, compensation increases, and other time-
related cost adjustments. Small projects with rapid turnaround may still incur high fees if
specialized expertise or urgent timelines are involved.

Location and Market Conditions

- Fees vary depending on geographic location, regional demand for engineering services, and
cost of living.

« Projects in remote or challenging locations may require travel, specialized logistics, and
additional resources, affecting overall costs.

« Market conditions, economic trends, and supply chain fluctuations can also impact engineering
fees.

Regulatory and Permitting Requirements

« Engineering projects must comply with municipal, provincial, and federal regulations, which may
introduce additional design, reporting, and approval costs.

« Complex permitting processes, environmental impact assessments, and safety compliance
reviews often increase project timelines and engineering effort.

Industry and Specialization Multiplier

« Certain industries and specialized projects demand premium pricing due to the required
expertise and technical knowledge.

« Fields such as Al-driven automation, 5G integration, smart cities, and advanced manufacturing

21



often justify an engineering fee multiplier to reflect the specialized skills and research involved.

- This ensures that engineers are fairly compensated for their deep technical expertise and
innovation contributions.

Balancing Cost and Value in Fee Adjustments

Adjusting engineering fees based on project-specific factors ensures:
v Fair compensation for expertise and risk
v High-quality project outcomes and compliance with industry standards

v Sustainable engineering business models that support long-term innovation

Clients and project managers should consider these factors not as cost escalators, but as necessary
investments in project success, efficiency, and risk mitigation.

Emerging Technologies: Roles and Pricing Models

As the engineering profession evolves, emerging technologies such as artificial intelligence (Al), digital
twins, advanced data analytics, automation, and smart infrastructure are transforming the scope,

scale, and delivery of engineering services. These innovations introduce new roles and specialized
expertise, and they often require flexible and adaptive pricing strategies that reflect their unique value
proposition.

1. Evolving Roles in Emerging Technology

Engineering firms and professionals may take on the following roles in projects involving emerging
technology:

- Digital Systems Engineers — Integrate Al, machine learning, or automation tools into
infrastructure and operational systems.

- Data & Analytics Specialists — Translate complex data into actionable engineering decisions
and optimize performance across systems.

« Technology Integrators — Oversee the implementation of smart sensors, loT systems, and
remote monitoring in built environments.

« Innovation Advisors — Provide strategic insight on technology selection, lifecycle value, and risk
mitigation related to new tools or platforms.

« Cybersecurity & Privacy Consultants — Ensure data protection and system resilience in
technology-driven engineering applications.

These roles often extend beyond traditional scopes and require interdisciplinary collaboration and high
levels of expertise.

2. Pricing Models for Technology-Driven Engineering Services

Given the complexity and evolving nature of emerging technologies, traditional pricing models may not
always apply. The following approaches can help ensure fair and sustainable compensation:

a. Value-Based Pricing
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Fees are based on the measurable value delivered—such as cost savings, efficiency gains, or improved
system performance—rather than hours worked. Ideal for high-impact solutions like Al-enabled
optimizations or smart grid design.

Best For:
« Performance optimization tools
+ Predictive maintenance models

« Al-driven design improvements
b. Subscription or Retainer Models

A fixed recurring fee (monthly/annually) for ongoing access to specialized technology services or
platforms, such as digital monitoring or real-time analytics.

Best For:
« Smart infrastructure monitoring
+ Remote sensing and data dashboards
- Digital twins or digital asset management

c. Licensing or Usage-Based Fees

When engineering firms develop proprietary tools, software, or platforms, clients may be charged
based on usage, number of users, or data volume.

Best For:
« Custom-built engineering platforms
- Digital risk modeling tools

+ Al-powered diagnostics
d. Cost-Plus or Time-Based Models with Premium Rates

Traditional time-and-materials models may still apply but should reflect premium rates based on the
specialized knowledge, tools, and risks involved.

Best For:
« Technology R&D or piloting
« Cybersecurity integration

« Interdisciplinary innovation teams

3. Considerations for Fee Setting

- Intellectual property (IP) ownership: Ensure agreements clearly define ownership of software,
models, and algorithms developed.

« Tool maintenance and upgrades: Factor in post-deployment services such as system updates,
training, and troubleshooting.

- Data handling and storage: Consider costs and responsibilities related to managing sensitive or
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high-volume data.

Best Practices for Fee Negotiation

Effective fee negotiation is essential to ensuring that engineering services are fairly compensated,
while maintaining client trust, transparency, and project alignment. This section outlines strategies
to help engineers communicate their value, set clear expectations, and structure fees ethically and
sustainably.

Communicating Value to Clients

Clients may not always fully understand the technical expertise, risk mitigation, and long-term
value that engineering services provide.

Engineers should clearly articulate how their work contributes to cost savings, safety,
sustainability, and regulatory compliance.

Using case studies, performance metrics, and lifecycle cost analyses can help demonstrate the
return on investment (ROI) of quality engineering services.

Transparency in Fee Proposals

A well-structured fee proposal should break down costs, outline deliverables, and clarify
assumptions to avoid misunderstandings.

Clearly define hourly rates, fixed fees, disbursements, and any additional costs that may arise
based on project scope changes.

Offering flexible service packages (e.g., tailored scopes based on project needs) can help
clients better understand the range of engineering solutions available and select the approach
that best aligns with their goals and budget.

Managing Client Expectations

Setting realistic expectations early prevents misalignment and fee disputes later in the project.

Discussing scope changes, risk factors, and timeline constraints upfront ensures that clients
understand how unforeseen challenges may impact fees.

Having a structured change management process helps address scope creep while keeping
negotiations fair.

Ethical Considerations in Fee Setting

Engineering fees should be based on fair compensation for expertise, time, and responsibility
while upholding professional integrity.

Avoid undercutting fees at the expense of service quality—lowballing engineering fees can lead
to compromised safety, rushed design, and project inefficiencies.

Ensure adherence to industry standards, guidelines, and regulatory requirements, reinforcing
the value of professional engineering work.

Motivations and Challenges in Implementing a New Pricing Model (Canadian Environmental
and Engineering Executives)

Transitioning to a new pricing model (e.g., value-based pricing, retainer agreements) can be
challenging due to client resistance, industry norms, and competitive pressures.
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« Firms may need to educate clients on why alternative pricing structures offer better long-term
value.

- Consider piloting new pricing approaches with select clients before wider adoption.
Regular Review and Updates of the Fee Structure

OSPE will conduct a formal review of the engineering fee structure annually to ensure it remains
aligned with inflation, market conditions, regulatory changes, and emerging technologies.

Fee adjustments will be data-driven, incorporating reliable industry benchmarks, cost analyses, and
market demand assessments to maintain relevance and accuracy. This periodic review is critical to
ensuring that engineering services remain competitive, sustainable, and reflective of evolving client
needs.

Key factors considered in each annual review will include:
« The Ontario Consumer Price Index (CPI)
« Sector market salaries and compensation trends
» Statistics Canada Services Index
« Labour market indicators, including retention, recruitment, and employment data

« Changes in employer labour costs, such as statutory remittances, workplace safety
requirements, and related obligations

« Other operational cost factors, including infrastructure investments, regulatory compliance,
insurance, and administrative overhead

By taking a comprehensive and evidence-based approach, OSPE aims to support fair compensation,

ensure the sustainability of the engineering profession, and respond proactively to industry
developments.
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Appendix 1- Fee Proposal Template
[Your Company Name / Logo]
Fee Proposal for Engineering Services

1. Proposal Details

« Client Name: [Client Name]

« Project Name: [Project Title]

« Project Location: [Location]

« Proposal Date: [Date]

« Prepared By: [Your Name, Title, Contact Info]
« Version: [e.g., Final / Draft 1.0]

2. Project Description
Provide a brief summary of the project scope, background, and objectives.

Example: This proposal outlines the professional engineering services required for the design and
implementation of a stormwater management system for [Client] at the [Site Name] development.

3. Scope of Services

The following services will be provided:

Preliminary analysis and concept design
Detailed engineering design

Permitting and regulatory submissions

Tender assistance

Construction review and contract administration
Final project documentation and closeout

Optional: Include project phases or deliverables with estimated timelines.
4. Fee Structure

Option A — Fixed Fee (Lump Sum):

Total Fee: $[amount] + HST
This includes all services outlined in the scope. Additional services outside this scope will be billed as
extra.

Option B — Time-Based (Hourly Rates):

Personnel Level Hourly Rate (CAD)
Principal Engineer $405

Project Manager $330

Senior Engineer $285
Intermediate Engineer $210

Junior Engineer $150

Technical Support $[rate]
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Billing will be based on actual hours worked and reported monthly with time logs.

Disbursements (e.g., mileage, printing, courier services): Billed at cost plus 10% administration fee.
Optional Add-Ons:

[List any optional services that are available with associated pricing.]

5. Payment Terms

Invoices issued monthly, net 30 days.
Late payments subject to 1.5% monthly interest.
Work may be paused if payment is delayed beyond 45 days.

6. Assumptions & Exclusions
Permitting fees paid directly by client.

Scope changes will require a written change order and may affect budget/timeline.
Client will provide timely access to site, data, and personnel as required.

7. Validity of Proposal

This proposal is valid for [60] days from the date of submission.

8. Acceptance

If this proposal meets your approval, please sign below and return a scanned copy to [your email
address].

Client Approval

Name:
Title:
Signature:
Date:

Prepared by:

Your Name]

Title]

Company Name]

Phone] | [Email] | [Website]

— e
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Appendix 2 - Hourly Rate Calculator Template

Role Estimated Hours Hourly Rate (CAD) Subtotal (CAD)
Principal Engineer ] $405 =[___]x405
Project Manager ] $330 =[__]%x330
Senior Engineer ] $285 =[__]x285
Intermediate Engineer ] $210 =[__1%x210
Junior Engineer ] $150 =[__]x150
Technologist / Designer ] $140 (avg.) =[__]%x140
Administrative Support ] $90 =[__]x90
Total Estimated Cost = $[Total]

You may add a contingency (e.g., 10-15%) for unexpected scope adjustments.

Optional Additions

. Travel & Disbursements: Estimated at [$ amount or %]

« Overtime Rates: May apply at 1.5x for hours beyond 40/week (if pre-approved)

« Specialized Services: (e.g., Al integration, BIM modeling, field testing) — Quoted separately
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