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This research is about the analysis of interest expense incurred in construction projects for
reference price calculation. The existing formula, published in1994, has some defects need to be
alleviated. The objectives of the research are to provide suitable formula for interest calculation
incurred in construction projects for reference price calculation and to generate the simulation model
expressing the relation between work value and duration in highway construction projects. The
research was done by studying the details of existing reference price calculation and the concept of
interest estimation in construction projects and collecting the amount of money and time the contractor
receive in highway construction projects.

The result of the research, the new formula, can be used to calculate an interest under various
condition and combination of advance payment, retention, extension of lag time payment, profit and
work value versus construction duration relationship. The new formula also makes the interest
calculation faster than the current method. The result of the research shows that the interest generated
from linear and S-curve relationship between work value and duration are equal. Thus, the linear form
should be selected to be representative due to its ease to understand and convenience in application.
The interest calculation formula can be applied with Factor F that is used as the standard formula for
calculating the reference prices of public construction projects. Furthermore, the result of the research
expresses that the relationship of the value ofwork and duration for highway construction projects are

close to parabolic polynomial regression form.
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