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Scope and Priority of the Contractor's Lien for Construction Price:

Interpreting "Construction Price Payable"

ZHAO Yue
(Anhui Guoyun Law Firm, Hefei 230000, Anhui, China)

Abstract: Exercise of the contractor's priority right over construction price has long been troubled by two uncertainties:
what it secures and where it ranks. As to scope, Article 40 of the Interpretation on Construction Contracts limits it to the price
determined under the regulations of the competent administrative department and excludes interest, liquidated damages and
damages. As to rank, Article 36 places it ahead of mortgages and other claims, while its relationship with consumer purchasers is
governed by a separate Reply. This article argues that scope is a question of the security function: the right secures value already
embodied in the works through labor and materials, and therefore covers direct costs, indirect costs, profit and tax, but not the
cost of capital or damages for breach. Suspension losses must be split: necessary expenses may be included, compensation for
loss may not. Rank is a question of value ordering: consumer subsistence outranks the contractor's remuneration, which outranks
the secured interest of financial institutions, which in turn outranks ordinary claims. Under this ordering, a waiver is valid only
insofar as it does not prejudice construction workers. Finally, the eighteen-month period should run from the date payment falls
due rather than completion, and its exercise should be extended to include an action for declaration.

Key words: construction price; priority right; scope of right; ranking; consumer purchaser; eighteen months
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