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Calculating Project Costs

Now that we know how to use our relative and our absolute cell referencing, let's apply that

to a very simple financial model. If you could open up the file called Calculating Project Cost,

we'll work through it together.

What we've got is some project costings analysis. We want to calculate how much it is going

to cost us for this particular project. We know that we want to have a project manager, a

business analyst, a call centre staff and product development person working on our

project. We know what the annual salaries are. We know that they work 260 days in the

year, that's the number of working days. We take out all of their sick leave, holiday leave

and all that stuff so that's going to give us a daily rate for their costings. Then we know that

for our project we need about 60 days of effort. That's actual days of working on the project

not just elapsed time.

Pause the video and just give yourself a few minutes to work through it, have a play around

and see if you can get this working.

Now that you've have a chance to work on that let's work through it together.

We’re going to be using F2, F4 and all of our relative and absolute referencing as much as

we can. Firstly we need to calculate what our daily rate is going to be. We'll do 240 and

divide that by the days worked. We've got that calculated there and we can copy that down

by dragging it or double clicking and I've done something wrong, I've forgot to put in my

dollar signs. I'm going to go back to that. When something looks wrong like that I can hit my

F2 and I can see that I forgot to anchor my cell. If I know, hit my F4 and that is going to put

in my absolute referencing, so I can now enter and go back into it and copy it down. That's

giving me the daily rate. That's the first part of what I'm trying to do.

http://www.plumsolutions.com.au/


Introduction to Financial Modelling in Excel

Copyright Plum Solutions Pty Ltd

Secondly, what I then need to do is to calculate what those projects costs are going to be for

my particular project. I know that I’ve 60 days. It doesn't matter if you do the daily rate

multiplied by the project days or the project days multiplied by the daily rate. It doesn't

matter which way round as long as you end up with the right result.

So project days, remember to anchor it, multiplied by the daily rate. Go back in and double

click or drag it down and that's giving us the project costs. Do a bit of a sense check and see

if that looks right. I quite like working with a big offline calculator and I always make sure

that the numbers look right because there's nothing worse than putting a dollar sign in the

wrong place and then finding that your outputs are really wrong. I quite like it when I see an

error like I did before. I'd much rather see an error than see a number that looks like it

possibly could be wrong and it gets through and I don't realise it. So always check and go

back and make sure that your numbers are what you expect them to be.

What I'm going to do here is go in and SUM and that will give us $146,769. The way that I've

done this I can very easily say that actually I think we're going to overrun on that, I think it's

going to be more like 65 and you can very easily see what the impact of those extra five

days of effort, what that's going to mean for our costings. Similarly, you can say well

actually, I don't think we're going to get somebody for that amount, I think it’s going to be

more like 150 so I can change that and you can see the impact of that as well.

The way that we've built this is very simple, using very simple formulas but the way that

we've built it using best practice, inputs and assumption means that it's going to make it

very easy to make any changes.


