
PROJECT COSTING
The importance of having a clear and 

realistic budget
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Learning objectives

This module will cover information linked to the following Architects Accreditation 
Council of Australia’s (AACA) National Standard of Competency units: 

o Project initiation and conceptual design
o Detailed design and construction documentation

By the end of this one-hour module, participants will:
o Appreciate the importance of understanding their client’s brief and having 

realistic conversations about budgets at the start of a project
o Be aware of the different tools available to them
o Learn about ways to avoid budget and cost discrepancies and the importance 

of documenting project variations

Partaking in our interactive assessment will allow participants to claim 1 formal CPD 
point. A statement of completion will be emailed to participants at the completion of 
this module.
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Relevant competencies
The National Standard of Competency for Architects establishes the Standard for architectural education and assessment of 

professional competency prior to registration as an Architect in Australia.

https://aaca.org.au/national-standard-of-competency-for-architects/
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What is an architect’s duty?

According to AACA, at the point of registration and onwards, architects should be able to:

• Identify, analyse and evaluate client project requirements and objectives using 

qualitative and quantitative methods and, where required by the terms of 

engagement, to assist cost estimators in determining project feasibility/viability.

• Assess project budget and timeframe against project requirements and objectives, 

relevant legislation, statutory planning requirements, building codes and standards. 

• Apply project budgets, or work with quantity surveyor to establish project budgets, 

based upon understanding of cost planning, value management and factors influencing 

project cost relevant to the project type and scale. 

The minimum standard expected for estimating costs by an architect is that of a ‘reasonable 

architect’. The test of what is reasonable is ultimately an objective test. Architects are not 

required to have the expertise of a quality surveyor, however Architects do have an elevated 

responsibility to understand and manage project costs.
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Cost of Works vs Total Project Cost

The Cost of Works (or Total Construction Cost) is exclusive of GST and is defined as the final cost 
of all work designed, specified or scheduled by the architect, including all work designed, 
specified and/or scheduled by specialist consultants coordinated by the architect, including:

• The final adjusted contract price (excluding GST) in accordance with any building contract
• The equivalent final cost (excluding GST) of any work or items supplied to the building 

contractor by the client (as if provided by the building contractor under the building 
contract), plus

• The final cost (excluding GST) of any part of the project provided under a contract other than 
the building contract. P
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Cost of Works vs Total Project Cost
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Total Project Cost is inclusive of GST and is defined as the Cost of 

Works plus all other client costs associated with the project, including 

but not necessarily limited to:

• Removal and relocation costs

• Design and construction contingencies and escalation costs

• Architectural, consultant and other professional fees

• Authority fees and charges and/or legal fees
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Do you know your client’s budget?



True or false: An actual 
client budget is better than 
a budget range?



Written advice

The ARBV recommends that architects, whenever 

they can, propose to clients in writing that they 

engage a quantity surveyor or costs consultant. 

This can be set out in your client agreement and 

fee disclosure.
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Quantifying project costs
Methods of calculating cost of works estimates
Cost of work can be calculated using several methods, some more accurate than 

others. These include cost per square metre, elemental rates and bill of quantities for 

example. The best method will be dependent on the stage of work and information 

available.

Methods of calculation:

Cost per unit area

Provides a basic and mostly 

preliminary estimate

Elemental rates

Requires a greater level of detail 

and is a method used by 

estimators and quantity 

surveyors



True or false: The Cost Per 
Unit Area method is more 
accurate than the 
Elemental rate method?
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 Depending on the project size, client budget, 

and/or the level of accuracy required by your 
client in relation to the cost of works, it may be 
appropriate to engage a consultant or seek 
early contractor involvement.



True or false: A Quantity 
Surveyor should only be 
used for high-end, complex 
projects
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Architectural fees
Discussions around budgets can be more complicated when tied to our 
fee structure. 

Typically, Architects charge fees in one of the following ways:

• Lump Sum - Based on a fixed scope of works (Fixed Fee)

• Percentage Based - Based on cost of works (Variable with changes to the cost)

• Hourly Rate - Per tasks (Variable)

• Maximum Guaranteed Price - Hourly rate with a defined cap.

Each method will raise different challenges in terms of managing the client's budget 
and the architect's cash flow.



Contingency sums can assist you to 
manage a project budget.
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A contingency sum is an amount that is included in the total project cost to allow 

for unforeseen design or construction costs that are unknown at the time of 

providing the cost information.  

Design contingencies are often included in the early stages of a project where the 

detail remains at a high level and is yet to be completely defined.  A construction 

contingency is usually required for the duration of the project to ensure that 

unforeseen matters or latent conditions are accounted for in the client budget.



Contingency sums can be included in the 
build contract or can exist separate to it.
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If it’s to be included in the contract a suitable specification clause must be 

included. Below is an example taken from the AIA acumen practice note 

‘Contingency Sum’:
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Managing Architectural Scope Variations

Scope Variations

Given the nature of architectural design, changes are likely to occur as you 
work with your client to design their project. Variations are changes to the 
extent or type of a service that leads to a change in the cost of the service or 
program for its delivery. 

Variations can arise from:

• Client instructions;

• Authority changes; 

• Third-party changes; or

• Design changes (Architect or Client driven)
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AIA Acumen ‘Scope of Service Variation’

• Identify the variation

• Summarise the reasons for it

• Provide a fee costing or basis for future fee 

costing

• Advise of any programming implications

• Advise on potential budget implications

• Record the client’s approval.



True or false: During 
design development, any 
variation should be put in 
writing to the client and 
indicate how it will affect 
the costing.
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A variation is a change to the scope of work originally outlined in the contract.

The variation may be related to a latent condition, a late client request, or an 

architect-instigated design modification.

The variation may have a cost and time implication that requires to be tracked 

carefully by the Architect in their role as superintendent.

The variation may also impact the client's architect agreement regarding the 

architectural fee agreement.

All of which is to be managed, assessed, and documented by the architect.



Managing client expectations
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• Adopting a comprehensive Client-Architect Agreement that contains the detailed scope of 
services and how parties will manage variations

• Obtaining cost estimates at the end of each stage of services.
• Ensure you obtain the client's approval of the drawings and estimates before proceeding to 

the next stage. This should be done in writing.
• Don't avoid difficult discussions. Clear and honest verbal communication can resolve most 

issues.
• Provide clients with written correspondence that summarises any verbal conversations about 

costs
• Provide updated Architectural fee estimates when variations have caused an increase in the 

project cost
• Be clear with your client about the fee structure and relevant stage of work i.e. if a fixed stage 

is complete and hourly rates are commencing
• Sometimes you need to be the dream breaker.

Consider your current practice around costs and think about adopting 

some of the following practices:



Thank you


