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Construction Auditing 

The Role of the Architect and How to Audit 
Architectural Costs: Part 2 
Often overlooked by auditors, the architect’s billing carries risk for the owner

By Ron Risner, MBA, CIA, CCA, CCP

In the last issue, we discussed the four 
architectural/design phases including 

the risks and auditing issues. Here we 
continue the discussion of auditing 
architectural firm services.

The architect’s fee

The architectural agreement fee can 
be a fixed amount or a percentage of 
the construction cost. You will find 
the fee is typically a percentage of the 
construction cost. 

If the design fee is based on construction 
costs, the architect will be compensated 
for change orders that may not require 
additional design work. The parties 
should clarify this point before the design 
agreement is signed. Architects will 
usually agree to work on an hourly basis 
for drawings revisions. 

Design fees range from 1.5% to over 
18%. There is an inverse relationship 
between the project size and the 
fee percentage. Large projects have 
lower fees and small projects such as 
renovations have higher fees. 

The difficulty of the design will also 
increase the architect’s fee. For instance, the 
fee for designing a hospital will be higher 
than for a parking garage. During a poor 
economic climate, you will see architects 
lower their fees. If an organization has 
used the architect regularly, the fee will 
tend to be lower, too.

Basic services fees

Many standard architectural 
agreements are used within the design 
industry. The Design-Build Institute 
of America (DBIA), the American 
Institute of Architects (AIA) and other 
organizations offer standard agreement 
samples. These organizations usually 
have agreements for different sized 
projects. The design agreements 

generally address the four basic design 
phases discussed in the last issue of New 
Perspectives. 

An architectural firm will provide other 
basic services such as construction 
administration, bidding and 
negotiation services and/or interior 
design services. 

Construction administration includes:

1. Attending periodic construction 
progress meetings 

2. Maintaining the agenda and/or 
minutes of the meetings 

3. Providing value engineering or value 
analysis 

4. Issuing monthly progress reports 

5. Providing field reports 

6. Providing testing and inspection 
results 

7. Providing (as built) records

Bidding and negotiating includes 
assisting the owner with hiring a 
contractor and/or construction manager. 
Interior design services are the obvious, 
although an owner may elect to award 
interior design services to another firm. To 
determine what services are part of your 
organization's architect agreement, you 
will need to read the agreement. 

Optional services fees

In addition to basic design services, an 
organization can hire an architectural 
firm to provide services that are ancillary 
to design services. They may employ 
consultants to assist with items such as:

1. Project feasibility studies 

2. Budgeting/estimating/cost modeling 

3. Value engineering 

4. Tenant improvement services 

5. Equipment planning 

6. Detailed appraisals of existing 
facilities 

7. Optimizing traffic flow ingress 
and egress patterns

8. Environmental impact studies

If your organization is willing to pay the 
costs, an architectural firm can perform 
many different construction or consulting 
services that are not design-related. 

Add-services fees

Projects incur construction change orders 
and design change orders. Architects 
often call design change orders ‘additional 
services’ or ‘add-service letters.’ Add-
services occur when an owner decides to 
make a change. 

The architect will maintain control by 
keeping a design change order log. 
Like a construction change order log, 
the design change order log should 
sequentially number each change; 
include a change description, the cost of 
the change, the date it was presented to 
the owner for approval and the date of 
owner approval. 

Each change should be supported by 
a design change order executed by the 
architect and the owner. Design change 
order logs are not always maintained on a 
project; I consider it a design management 
best practice. 

Design fees range from 
1.5% to over 18%.
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Cost audit of basic or optional 
services

The first step when performing an 
audit of these services is to review for 
“service not provided.” As mentioned, 
the architect agreement typically requires 
the architect to perform a number of the 
administrative services mentioned above. 

If the contract stipulates they should 
provide some or all of these services 
and they have not provided them, this 
is a “service not provided,” and the 
owner should ask for a fee reduction. 
Determining the amount of reduction is 
difficult; usually a discussion between the 
construction department and the architect 
determines a reasonable amount. 

Cost audit of add-services

When you audit add-services, look at 
the change description to see if you can 
determine whether it is included in the 
architect's original design scope. If you 
cannot make the determination, meet 
with the architect and let him/her explain 
why the change is necessary. From that 
discussion, you can usually determine the 
essence of the change. 

Keep in mind that architects make errors 
and omissions in their drawings. This 
typically means added construction cost, 
via construction change orders, or added 
design work for the owner, via design 
change orders. If numerous construction 
and/or design change orders seem to be 
a result of errors or omissions, you can 
take the position that the architect should 

help the owner pay for some or all of the 
changes. This will result in a finding in 
your audit report. 

Hourly rate billings 

Architects typically charge design 
change orders on an hourly rate. As 
part of the add-services review, you 
can audit the hourly billing rate in 
the add-services letter. If the original 
architectural agreement includes an 
hourly rate schedule, then it is a matter 
of comparing the billed rate to the 
approved hourly rate. 

For cost control purposes, I recommend 
that the architectural agreement for 
projects include hourly rates for 
each professional level (i.e. junior 
architect, senior architect, partner, etc.). 
Additionally, the name of each architect 
who might work on the project, his or her 
title and individual hourly billing rate 
should be listed. 

Increase in hourly rates

To complete the cost audit, you should 
review the architectural firm’s hourly 
billing rate from the beginning to the end 
of the project. I have found architectural 
firms will increase their hourly billing 
rate without approval from the owner. 
If you find this, prepare a spreadsheet of 
the incremental increase throughout the 
project and present the total increase as a 
potential overbilling. 

Audit of design services

You should determine whether the 
architect provided your organization with 
various logs. You will want to see a design 
schedule log that shows when each design 
phase is expected to begin and when the 
phase is expected to end. 

The design schedule should show 
the starting and ending date for the 
concept design, schematic design, 
design development and construction 
documents phases. The design schedule 
log is a best practice because it is a 

good way to memorialize and control 
the design schedule. If such a log is not 
maintained on the particular project, 
recommend that one be included in the 
next project. 

Three other important logs, which have 
been addressed in previous columns, 
should be maintained by an architect, 
or sometimes by the contractor, to help 
control the design of the project:

• Request for Information (RFI) log 

• Submittal log 

• Drawing revision log 

Summary

Auditing the design phase of a 
construction project is often overlooked 
by auditors or given little attention. Parts 
1 and 2 discussed the many types of 
design-related services an architect may 
offer and how they bill for these services. 
When performing a construction project 
audit, always be sure to consider whether 
auditing architect services would be a 
worthwhile endeavor. NP

Ron Risner, MBA, CIA, CCA, CCP, is 
founder and President of Risner Consulting 
Group, Inc., of Orlando, Fla. He provides 
construction audit training nationally. Risner 
Consulting provides domestic and interna-
tional professional construction consulting 
and audit services. Ron can be reached at 
(407) 340-5204 or via email at RonRisner@
aol.com. You can find his firm's website at 
www.risnerconsulting.com. 

The Institute of Internal Auditors Research 
Foundation will publish Ron’s first book on 
construction auditing this year.
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