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LEGISLATIVE COUNCIL BRIEF 
 

CONSTRUCTION INDUSTRY SECURITY OF PAYMENT BILL 

 
INTRODUCTION 

 At the meeting of the Executive Council on 7 May 2024, the Council ADVISED 
and the Chief Executive ORDERED that the Construction Industry Security of Payment 
Bill (“the Bill”) at Annex A, should be introduced into the Legislative Council (“LegCo”). 
 
 
JUSTIFICATIONS 

2. The construction industry is an important impetus to promote the economic 
growth and social development in Hong Kong.  It also provides livelihoods for hundreds 
of thousands of labour force.  There is a wide scope of construction work, such as site 
formation, infrastructure development and building works, involving participation of 
different stakeholders, including project owners, contractors, subcontractors, consultants, 
suppliers and workers (see Annex B for examples of the myriad of contractual 
relationships).  As construction works involve a variety of professions/ trades and there 
are unique features for each individual project, it is often too challenging for an individual 
contractor (or consultant) to rely solely on its own resources and expertise to undertake the 
entire work (or services).  To enhance the flexibility in project procurement, 
subcontracting arrangement is commonly adopted in the construction industry in Hong 
Kong.  Different stakeholders along the construction/supply chain often need to use their 
own capital to start off their respective shares of the work, and then receive payments from 
the paying parties in accordance with the work progress.  Since construction projects 
often involve a large amount of capital, smooth cash flow for stakeholders in the supply 
chain is very crucial. 
 
3. However, Construction industry stakeholders have been facing payment 
problems, including non-payment or delay in payment by those procuring their services.  
Payment problems are predominately caused by disputes and poorly drafted or unfair 
payment terms.  Unpaid parties are often bound by construction contracts to allocate their 
own financial resources to continue the work.  This has posed financial burdens and risk 
on them, especially the small and medium-sized enterprises (“SMEs”) with relatively low 
financial risk tolerance level.  In some cases, payment problems can also lead to project 
delays and disruptions, and wage arrears of construction workers.  To ensure the smooth 
running of the construction projects, it is therefore crucial to resolve the payment problems 
and in so doing alleviate hardship to different stakeholders and the prevalent problems of 
wage arrears in the construction industry. 
 
4. To acquire a better understanding of the payment practices of the local 
construction industry, the Development Bureau (“DEVB”) engaged a consultant to carry 
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out a comprehensive and industry-wide survey in 2011 and a follow-up study in 2023 (“the 
Survey”).  The Survey revealed that stakeholders in the construction supply chain had 
been experiencing payment problems over the years.  The average outstanding payment 
per annum amounted to 5% to 12% of the total business receipts1, and delay in payment 
was commonly over 6 months.  In the subsequent industry stakeholders’ engagement, we 
have been told that the delay period could be up to 2 to 3 years for settlement of payment 
claims for some serious cases (e.g. substantial change in design incurring additional cost 
and time).  The industry generally considers that there has been no noticeable 
improvement to the payment problems over the last decade. 
 
5. According to the Survey, the major root causes of the payment problems in the 
construction industry are as follows: - 

 
(a) It is common in subcontracts that even though the claiming party has already 

completed the work or provided the services, it can only receive the payment 
after the paying party has received payment from the upper-tier contract (i.e. 
“conditional payment terms” such as “pay when paid”).  Such terms are 
commonly found in most subcontracts.  For example, they are stipulated in 
the Standard Form of Domestic Sub-contract published by Hong Kong 
Construction Association. 

 
(b) Some construction contracts lack provisions on specific payment arrangement, 

such as provisions on payment intervals and deadlines.  This practice is more 
common in lower-tier subcontracts, which results in the claiming party not 
having a clear timetable for exercising contractual right to claim for payments. 

 
(c) There may be disagreement over the payment amount and/or the time for 

completing the work with knock-on impact on payment due, resulting in a 
payment dispute.  According to the terms commonly used in a construction 
contract, in case a dispute cannot be resolved by negotiation or mediation, it 
will be settled through litigation in courts or arbitration, which by convention 
will normally commence only after the full completion of works under the 
concerned contract.  This aside, litigation and arbitration proceedings are 
normally costly and involve very long processing time. 

 
6. The above-mentioned payment problems in the construction industry are not 
unique to Hong Kong.  Many countries2 have already adopted a legislative approach to 
tackle the payment problems so as to ensure that all stakeholders along the construction 
supply chain can timely receive their payments.  Generally, our proposed Security of 
Payment Legislation (“SOPL”) follows the same approach adopted by these overseas 
countries, with provisions to improve contractual payment terms, introduce an 
adjudication mechanism for speedy dispute resolution, and empower unpaid parties to 
suspend or slow down work or services.  In our proposed SOPL, we include specific 
features from the overseas SOPLs and have them modified to take into account the local 

                                                 
1  According to the result of the Survey, the average outstanding payment per annum of the contractors, 

subcontractors, consultants and suppliers accounted to 8%, 12%, 10% and 5% of the total business 
receipts respectively.  

2 The SOPL has been enacted in the United Kingdom, Australia, New Zealand, Singapore, Malaysia, 
Ireland and Canada.  
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construction practice.  For example, we cover both written and oral construction contracts 
in the scope of applications, impose time limit on initiation of adjudication after a dispute 
arises, include provisions to address potential ambush, etc.  A comparison on the key 
features of the SOPLs in overseas jurisdiction and those we are proposing for Hong Kong 
is tabulated in Annex C.   
   
7. Apart from making reference to overseas legislation, we have taken into 
account the views from the local industry stakeholders.  The DEVB established a Task 
Force for Preparation of Legislative Proposals to the Construction Industry Security of 
Payment Legislation (“Task Force”), comprising members from relevant government 
departments, public and private organisations and industry representatives, in 2016.  The 
Task Force studied the SOPLs in overseas countries, and considered the opinions received 
from the public consultation launched in June 2015 on the proposed legislative framework, 
with a view to progressively taking forward the legislative work of the SOPL.  Although 
the industry has supported the use of a legislative approach to deal with the payment 
problems, it has taken some time for the Government to address the diverse views of 
individual stakeholders on specific issues.  For example, stakeholders from different 
sectors have held different views on the need and appropriateness for the proposed 
adjudication process under the SOPL to cover matters concerning arguments over claims 
for extension of time (“EoT”) and accordingly the relevant time-related payment disputes3.  
Same stakeholders also expressed concerns on what they would regard as the excessive 
power of the adjudicators, potential abuse of adjudication mechanism by contractors and 
sub-contractors and potential implications on those professionals taking up the role of 
contract administrators.  After years of discussions, we have now narrowed the 
differences and achieved a broad consensus among the industry stakeholders.  The issues 
of EoT have been addressed as stated in paragraphs 20 and 21.  Under the Bill, 
adjudicators have to conduct adjudication proceedings in accordance with the adjudication 
rules of the selected Adjudicator Nominating Body (“ANB”)4.  The Bill also includes 
provisions to prevent potential abuse, for example adjudicators have the power to order a 
party to pay a higher proportion of the costs of adjudication proceedings if it is considered 
that the party has abused the use of adjudication mechanism. 
 
8. With many large-scale works projects (including but not limited to the 
Northern Metropolis, Kau Yi Chau Artificial Islands, railways and roads, public and 
private housing developments and public hospital developments) being progressively 
launched in Hong Kong, the Construction Industry Council (“CIC”) forecasts that the total 
annual construction volume in Hong Kong will maintain at a high level.  It is therefore 
particularly timely to introduce the Bill to LegCo at this juncture.  We also expect that 
the project procurement cost may reduce over time after the implementation of the Bill as 
price premiums for risk in association with non-payment/delayed payment5 will decline 
over time following improved security of payment. 

 

                                                 
3  See paragraphs 20 and 21 for details.  
4  ANB is a body registered by the DEVB, and is responsible for stipulating the eligibility requirements of 

the adjudicators, establishing a panel of adjudicators and formulating nomination procedures in order to 
appoint suitable adjudicators to handle the payment disputes and to establish suitable adjudication rules 
for conducting adjudication proceedings.  The Bill will empower the Secretary for Development 
(“SDEV”) to approve the registration of ANBs on the day on which the ordinance is published in the 
Gazette. 

5  Based on the local experience and overseas studies, price premiums for risk in association with non-
payment/delayed payment is typically in the range of 5-10%. 
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LEGISLATIVE PROPOSAL 

 
A. Objective 

9. In establishing the legislative framework, we are mindful about the need for 
minimizing interference in the freedom of contractual parties to agree among themselves 
the terms of a contract including the payment terms, and for preserving flexibility for the 
procurement and execution of construction and related contracts.  Furthermore, the 
Government should not get itself entangled in contractual disputes and become the 
authority determining or ordering payment. 
 
10. With the above principles in mind, the Bill aims to bring about transformative 
change to the prevailing improper payment practices in the construction industry by (a) 
prohibiting and nullifying certain unfair payment terms in contracts entered into between 
parties; and (b) providing an adjudication mechanism for speedy resolution of payment 
disputes by an independent third party, if any contractual party along the construction 
supply chain is aggrieved by delay in payment/non-payment and would wish to exercise 
its right to resolve the payment claim through the adjudication mechanism. 
 
 
B. Scope of Application 

11. The Bill will in general cover contracts for carrying out construction work6, as 
well as contracts for the supply of goods (e.g. materials and plant) and services related to 
the construction work (“Construction Contracts”) in Hong Kong.  Details of the scope 
are as follows: -  
 

(a) Construction Contracts procured by the Government and specified statutory 
and public organisations/ enterprises (hereinafter referred to as “Specified 
Bodies” 7 ) where the main contract values are not less than the specified 
minimum contract values8; and 
 

(b) Construction Contracts procured by the private sector where the main 
contract values are not less than the specified minimum contract values8, but 

                                                 
6  Construction work includes: 

(a) Construction, installation, erection, replacement, extension, renewal, alteration, repair, 
restoration, maintenance, dismantling or demolition of, or the addition to, specified structures as 
set out in Schedule 2 to the Bill at Annex A, which includes, for example slope, retaining wall, 
road, shore or harbour protection, supply of electricity, fuel or gas, telecommunication, water 
supply, drainage, sewage treatment and waste treatment facility; 

(b) Work that is for the completion of an integral or ancillary part of the above-mentioned buildings, 
structures or works, e.g. landscaping and utilities and services installations; and 

(c) Preparatory work in relation to the above-mentioned works, e.g. site clearance, site investigation 
and provision of access roads. 

7 “Specified Bodies” include the Airport Authority, the Hong Kong Housing Authority, Hospital 
Authority, Mass Transit Railway Corporation Limited, electricity or town gas suppliers, etc. (Details at 
Schedule 3 to the Bill at Annex A).  

8  If the main contract is a contract for the carrying out of construction work, the minimum contract value 
is proposed to be HK$5 million.  If the main contract is a contract for the supply of related goods or 
services only, the minimum contract value is proposed to be HK$500,000. (Details at Schedule 4 to the 
Bill at Annex A). 
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with two exceptions: (i) Construction Contracts for works on existing 
residential buildings (e.g. interior renovation, building maintenance, etc.), and 
(ii) Construction Contracts for relatively minor works on existing non-
residential buildings, i.e. those works not requiring approval and consent of 
the Building Authority (“BA”) under the Buildings Ordinance (Cap. 123) (e.g. 
maintenance and repair of building services installation, shop renovation, etc.). 

 
12. The Task Force agrees that it is necessary to set minimum contract values for 
the application of the Bill to avoid imposing out-of-proportional legal and contract 
administrative burdens for small scale work (e.g. erection of hoarding, covered walkway, 
etc.).  The Task Force agrees that there are fewer payment disputes in this kind of projects 
and that the disputes, if any, are more readily resolved by other means such as negotiation.  
We have extensively consulted the stakeholders in setting the thresholds for the proposed 
minimum contract values, taking into consideration the diverse perspectives of various 
sectors in the industry.  We propose to impose the specified minimum contract values on 
the main Construction Contracts.  In general, should the main Construction Contract be 
covered under the Bill, all subcontracts (including goods and services contracts) along the 
same supply chain will be bound by the Bill.  Besides, the Bill will cover both written 
and oral contracts since many local small-sized contractors and subcontractors adopt oral 
or partly oral contracts in undertaking the Construction Contracts. 
 
13.  The Construction Contracts excluded from the Bill in paragraph 11(b)(i) and 
(ii) are mainly Construction Contracts procured by the general public particularly existing 
residential owners and SMEs.  It would be impracticable to require these parties to 
familiarize themselves with the requirements under the Bill and to have the resources and 
skills to handle the payment mechanism under the Bill and to deal with potential 
adjudication for resolving payment disputes.  It is common in overseas countries to 
exclude Construction Contracts involving existing residential buildings from their SOPLs.  
We consider the same approach could be adopted in the legislative proposal for Hong Kong.  
Besides, works on existing non-residential buildings not requiring approval and consent 
of the BA in the private sector are largely minor in nature and commonly procured by 
SMEs.  There are less payment disputes problems since fewer layers of subcontracting 
are involved9.  Hence the proposed exclusion would not have a significant impact on the 
overall objective of the legislation.  After detailed consideration, the Task Force agrees 
that the proposed scope has made a proper balance between improving the payment 
problems encountered by stakeholders along the construction supply chain and avoidance 
of impacts on the general public and SMEs. 
 
 
 
 
 
 
 
                                                 
9   Based on the CIC’s data, the construction expenditure for works on existing private non-residential 

buildings with main contract value not less than the minimum contract value is approximately 1.5% of 
the total construction expenditure in the construction industry.  Based on the result of the Survey, the 
outstanding payment attributed to this kind of works is only 0.6%.  The aforementioned percentages 
could be further reduced if we narrow the work to those not requiring approval and consent of the BA 
as per our current proposal.  These reflected the small pool of relevant works affected and their 
payment dispute is less significant than the others. 
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C. Key Features of the Bill 

(a) Improvement of Contractual Payment Terms 

14. The Bill will: - 
 

(a) prohibit the use of “conditional payment” terms - “conditional payment” 
terms, such as “pay when paid” clauses or any other clauses with the same 
effect10 , will be rendered unenforceable between the parties to the contract 
with no exception.  A paying party cannot deny or defer payment to a 
claiming party on the ground that the paying party itself has not received 
payment under its upper-tier contract or any other contract; 
 

(b) impose time limits for the paying party to give response and make 
payment after a valid payment claim is made - a paying party is required to 
serve payment response no later than the date as specified in the contract or 30 
calendar days after a payment claim is validly made, whichever is earlier.  
The Bill also requires the paying party to make payment of the amount 
admitted in the payment response not later than the date as specified in the 
contract or 60 calendar days after a payment claim is served, whichever is 
earlier, to prevent the paying party from imposing an unreasonably long 
payment period in the contract; and  

 
(c) introduce a set of default payment provisions – in the event that the contract 

has not specified how and when progress payments are to be made, the 
claiming party is entitled to make payment claims on a monthly basis.  The 
introduction of the default payment provision brings certainty and 
transparency of payments to all parties, in particular to lower-tier parties who 
are at risk of working under contracts without detailed payment terms. 

 
15. For so long as the above provisions in paragraphs 14(a) and (b) are met, parties 
to the contract are still free to agree on other contractual terms, including those on the 
schedule and time intervals for the claiming party to submit payment claims and the basis 
in calculating of the payment amounts due.   Any contractual terms in conflict with the 
above provisions to be specified in the proposed SOPL will be nullified and will not be 
enforceable. 
 
 
(b) Introduction of Adjudication Mechanism 

16. Normally, a paying party makes payments to a claiming party according to 
requirements set out in the contract documents such as drawings, Bills of Quantities, 
specifications, etc.  However, payment disputes could still occur when there are 
disagreements, commonly on (a) valuation of additional works; (b) measurement on work 
progress or tasks completed; and (c) whether the work done by the claiming party meets 
the required workmanship and quality stipulated in contract documents.  These have been 
revealed as the most common types of disputes in the Survey.  Effective mechanism is 
required to resolve these disputes to streamline the cash flow.  
                                                 
10   One example of the clauses with the same effect is the “pay when certified” clauses which provide that 

the paying party is only obliged to make a payment to its subcontractor when a certificate is issued 
under the upper-tier contract in respect of the sub-contract works. 
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17. Under the Bill, an adjudication mechanism is proposed to provide a speedy, 
cost-effective and binding resolution process for payment disputes in the interim, to 
complement arbitration and litigation which normally take place at the end of the contract 
and are usually more costly and lengthy.  The right to adjudication is available to claiming 
parties (including main contractors and all lower-tier subcontractors, consultants and 
suppliers), thereby providing protection to the entire construction supply chain including 
construction workers. 
 
18. Under the Bill, a payment dispute is regarded to have arisen between the 
parties to the contract under three specified circumstances: (a) if there is a payment claim 
but the paying party fails to serve a payment response on or before the deadline, or (b) the 
paying party, while responding to the payment claim, disagrees with the amount of the 
payment claimed by the claiming party, or (c) the paying party, while responding and 
admitting the amount due, fails to pay the admitted amount in full on or before the deadline 
(either one of the above three circumstances is hereafter described as “when payment 
dispute arises”).  Under these circumstances, the claiming party has a discretion to initiate 
adjudication proceedings in accordance with the Bill in respect of the payment dispute. 
 
19. As prevailing practice, contracting parties may attempt to settle a payment 
dispute by mediation at any time in the course of a contract.  However, a mediator will 
not make any binding determination but will only facilitate parties to settle a dispute.  If 
the parties fail to reach settlement, the parties have no choice but resolve the dispute by 
arbitration to obtain a binding award after completion of the works.  For the proposed 
adjudication in the course of the works, an independent adjudicator will be appointed to 
provide an interim, fast and binding determination within 62 working days after a claiming 
party initiates an adjudication (see paragraph 22(d) below).  Since the proceedings of 
adjudication are less formal than those of arbitration, adjudication offers a less costly 
mechanism to help resolve parties’ payment dispute. 
 
20. Construction Contracts generally allow the construction period to be extended 
where there is a delay that is not the contractor’s fault (e.g. change of design by the client, 
delay in giving the contractor possession of the site).  This is generally described as an 
EoT claim.  EoT claims usually run alongside claims for loss and expense resulting from 
the extended construction period, which may include overhead expenses, hiring of plant, 
etc.  According to the Survey, a claim for EoT is one of the common causes for payment 
disputes in Construction Contracts.  For settlement of time-related payment disputes, it 
is essential for adjudicators to assess the reasonableness of the claim for EoT and ascertain 
the compensation amount payable. 
 
21. In general, it is more arduous to adjudicate a payment dispute involving EoT 
for completion of construction contract as well as the related compensation amount.  
Whilst adjudication is indeed a new mechanism for resolving payment disputes in the 
construction industry and it takes time to train up adequate number of experienced 
adjudicators, after consulting the Task Force, it is proposed that the adjudication of 
payment disputes in relation to the EoT entitlement will be implemented in the public 
sector first i.e. for Construction Contracts procured by the Government and the Specified 
Bodies.  This arrangement allows us to thoroughly evaluate its implementation and refine 
the adjudication mechanism as necessary based on the experience gained.  When the 
adjudication mechanism becomes well-developed, the SDEV will specify an effective date 
for the implementation of the adjudication of payment disputes in relation to the EoT 
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entitlement for Construction Contracts procured by the private sector.  As mentioned in 
paragraph 16, a claiming party still faces many kinds of payment disputes arising from 
circumstances not relating to EoT.  Adjudicators could deal with these non-EoT related 
payment disputes in private sector after the implementation of the Bill.  Even if there are 
cases that only part of payment dispute relates to EoT, the adjudicator can still handle the 
non-EoT related part of the payment dispute.   
 
22. Details of the proposed adjudication mechanism are as follows: 
 

(a) A claiming party must initiate the adjudication proceedings within 28 calendar 
days beginning on the date on which a payment dispute arises (see paragraph 
18 for “when payment dispute arises”).  The claiming party is required to 
serve an adjudication notice on the paying party and the ANB, stating the 
nature and description of the dispute, as well as the disputed amount. 

 
(b) The ANB must appoint a suitable and independent adjudicator11, after seeking 

views from both parties, within 7 working days from the service of the 
adjudication notice by the claiming party on the ANB.  The adjudicator 
should be well-equipped with contract administration knowledge and 
professional practices to adjudicate the payment dispute and to make a speedy 
and interim binding determination in an impartial manner for the parties 
concerned.  

 
(c) Both claimant and respondent must serve on the adjudicator submissions 

within the deadline as specified in the Bill or specified by the adjudicator. The 
adjudicator must make the determination (including the amount payable in 
relation to the payment dispute and interest (if any), the EoT for completion of 
the contract (if applicable), as well as the costs of the adjudication proceedings) 
within 55 working days 12  after the appointment.  Adjudicators work 
primarily on the basis of the submissions served by both parties (such as 
relevant contract terms/specifications, invoices, site measurement records, 
expert reports, etc.) to make their determinations.  While adjudicators have 
discretion to call conference, such conference is not normally required except 
for complex legal issues (e.g. jurisdictional challenge on adjudicator, 
settlement of complex EoT claims).  The DEVB will ensure that suitable 
adjudication rules are issued by ANB to reflect the above policy intention that 
the calling of conference should be exceptional. 

 
(d) The paying party must pay the adjudicated amount within the period specified 

by the adjudicator in the determination (“payment period specified by the 
adjudicator”).  In other words, under the expedited adjudication mechanism, 

                                                 
11  The qualifications for adjudicators include professionals such as engineers, architects, surveyors and 

lawyers specialised in construction, with relevant experience on construction contract administration 
or disputes resolution.  The ANBs will also be required to conduct conflict of interest check before 
the appointment. 

12  In the proposed adjudication framework, it takes 23 working days for both parties to submit relevant 
submissions to the adjudicators.  Making reference to some trial adjudication cases, the adjudicators 
could generally make the determinations in less than 10 working days for simple cases.  We set the 55 
working days as the general upper limit to cater for more complicated cases. That said, if both parties 
agree, the 55 working-day deadline can be extended. 
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it will take only 62 working days (7 working days for ANB to appoint 
adjudicator and 55 working days for adjudicator to make determination 
assuming no extension) plus the payment period specified by the adjudicator 
for the settlement of a payment claim.  

 
(e) Both parties have the rights to refer the payment dispute to litigation, or to 

other dispute resolution proceedings (including arbitration) stipulated in their 
contracts, if they are dissatisfied with the adjudicator’s determination.  
However, the adjudicator’s determination is still binding on the parties unless 
the dispute is determined by other dispute resolution proceedings. 

 
(f) In case the paying party fails to settle the payment claim in accordance with 

the adjudicator’s determination, the claiming party may make an application 
to the Court of First Instance (“CFI”) for enforcement.  Except in 
circumstances specified in the Bill (which include that the adjudicator’s 
determination is no longer binding on the parties or that the outstanding 
amount has been paid in full) under which CFI will refuse to grant leave for 
the enforcement application, the leave of CFI will be obtained within 7 
calendar days after the enforcement application is made.  The adjudicator’s 
determination can then be enforced in the same way as a judgement of the High 
Court. 

 
 
(c) Suspension or Slowing Down Work or Services 

23. Under the Bill, for two specific circumstances viz (a) the paying party has 
admitted the amount payable but fails to pay to the claiming party the admitted amount in 
full on or before the deadline and (b) the adjudicator has made a determination on the case 
but the paying party fails to pay the adjudicated amount in full on or before the deadline, 
the claiming party is entitled to suspend or slow down work or services.  However, under 
other circumstances (such as the parties simply disagreeing on the payment amount and 
the adjudication process is yet to be triggered, or an adjudication on a dispute being 
underway), the claiming party is not entitled to suspend or slow down work or services. 
 
24. The claiming party must serve at least 5 working days prior written notice on 
the paying party, as well as notifying the owner (i.e. the party procuring the main 
construction contract) of its intention to exercise its right to suspend or slow down work 
or services.  This will help prompt the paying party to fulfil the responsibility as soon as 
possible, and to allow the owner to better understand the situation and intervene, if needed, 
as early as possible.  Once the claiming party receives the respective outstanding payment, 
the claiming party must resume the work within 5 working days. 
 
25. Under the Bill, the unpaid claiming party who exercises this right arising from 
the non-payment is not to be regarded as in breach of the contract, and is entitled to a 
reasonable EoT and payment for any loss and expenses reasonably incurred.  This 
proposal ensures that under the specific circumstances of non-payment, the claiming party 
will not be obliged to continue to work or to finance the work, thereby alleviating the 
unnecessary financial burden and risk. 

 
26. The rationale behind the proposal of allowing unpaid parties to suspend all or 
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part of the works or slow down the progress is to maintain flexibility for unpaid parties to 
exercise their rights in a way which best fits the needs of each contract.  For example, 
they may wish to avoid re-mobilization of costly construction operations (e.g. tunnelling 
with tunnel boring machine) and teams of subcontractors after the lifting of suspension, 
which may significantly affect construction progress.  Unpaid party may intentionally 
choose to slow down the work to exert pressure on the paying party to settle the 
admitted/adjudicated amount earlier, rather than going for the more drastic move of 
suspending the work as suspension could damage the commercial relationship with the 
paying party.  This proposal of allowing a choice between suspension and slowing down 
has received majority support from stakeholders in the sector.  Similar approach has been 
adopted in SOPLs in the UK and Malaysia. 
 
 
D. Implementation of the Bill 

27. We propose that the operation of the main provisions of the Bill will commence 
on the expiry of 8 months (the “commencement date”) after the date on which the 
Ordinance is published in the Gazette (except the SDEV’s power for registration and 
administration of ANBs to be effective on the Gazettal date).  The Bill will apply to 
Construction Contracts which are entered into on or after the commencement date.  This 
is to allow sufficient time for parties concerned to carry out the necessary preparatory work.  
Such preparatory work includes the issue of relevant directions by the DEVB to the 
registered ANBs to assist them in fulfilling their functions under the Bill, the formulation 
of the eligibility requirements of the adjudicators by ANBs, the establishment of a panel 
of adjudicators, the formulation of the adjudicator nomination procedures by the ANBs, as 
well as the making of adjudication rules, practice notes and code of conduct by ANBs.  
Besides, industry stakeholders will take time to review and revise the current contract and 
subcontract terms so as to comply with the requirements of the Bill.  We will also conduct 
intensive publicity of the features of the Bill to the industry stakeholders in the run up to 
the commencement date. 
 
 
OTHER OPTIONS 

28. The introduction of the proposed legislation is the only effective means to 
address the problem stated in paragraph 3.  
 
 
THE BILL 

29. The main provisions of the Bill are as follows: -  
 

(a) Clause 1 sets out the short title and provides for commencement; 
 

(b) Clauses 2 to 6 provide for the definitions of terms and expressions for the 
interpretation of the Bill; 
 

(c) Clauses 7 to 11 provide that the Bill applies to public Construction Contracts, 
main private Construction Contracts, and their subcontracts, subject to certain 
exceptions such as private Construction Contracts for works on existing 
residential buildings; 
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(d) Clauses 12 to 21 provide for a progress payment for a party which has carried 
out (or has undertaken to carry out) construction work, or has supplied (or has 
undertaken to supply) related goods and services, under a Construction 
Contract.  The clauses also provide for, among other things, the procedures 
to make a payment claim and a payment response, as well as rendering the 
conditional payment provisions unenforceable between the parties to a 
Construction Contract; 
 

(e) Clauses 22 to 25 provide for, among other things, the initiation of adjudicating 
proceedings.  Clauses 26 to 29 provide for the appointment and eligibility of 
an adjudicator, as well as the declaration and disclosure of interests of an 
adjudicator.  Clauses 30 to 32 provide for the procedures to make 
adjudication submission, adjudication response and reply to an adjudication 
response; 
 

(f) Clauses 33 to 41 provide for the conduct of adjudication proceedings, 
including the jurisdiction and powers of an adjudicator, the circumstances in 
which an adjudicator must disregard a party’s submission, response, document 
or evidence, the resignation of an adjudicator and the withdrawal and 
termination of adjudication proceedings; 
 

(g) Clauses 42 to 46 provide for, among other things, determinations of an 
adjudicator.  Clauses 47 to 49 provide for the setting aside and enforcement 
of the determinations; 
 

(h) Clauses 50 to 56 provide for the general and miscellaneous matters relating to 
an adjudication, including the right to submit a payment dispute to court or 
other dispute resolution proceedings, the confidentiality of adjudication 
proceedings and the costs of the parties and the adjudication proceedings; 
 

(i) Clauses 57 to 59 provide for the right of a claiming party or claimant to 
suspend or slow down the construction work, or the supply of related goods 
and services, under a construction contract, as well as their other entitlements 
in exercising the right to delay in specified circumstances; 
 

(j) Clauses 60 to 69 provide for various miscellaneous matters of the Bill, 
including the functions of the SDEV and a nominating body, service of 
documents and the powers to make amendments to the Schedules; 

 
(k) Clauses 70 to 71 amends the Administrative Appeals Board Ordinance (Cap. 

442); 
 

(l) Schedule 1 sets out the premises that are excluded from the definition of 
residential unit13.  Schedules 2 and 3 contain a list of specified structures and 

                                                 
13  As mentioned in paragraph 11(b)(i), construction contracts for work procured by general public on 

“residential units” is to be excluded from the application of the Bill and the rationale is elaborated in 
paragraph 13.  However, the meaning of “residential units” (i.e. units that are constructed solely or 
principally for human habitation) also includes certain premises that we intend to be covered by the 
Bill (e.g. hotel, guesthouse, serviced apartment, etc.), for which the work is not procured by general 
public.  These premises therefore need to be excluded from the definition so as to ensure that the Bill 
applies to them. 
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a list of specified bodies respectively for the purposes of certain definitions in 
the Bill.  Schedule 4 specifies the minimum contract value of a Construction 
Contract to which the Bill applies. 

 
In respect of (k) above, the existing provisions of the Administrative Appeals 
Board Ordinance (Cap. 442) being amended are at Annex D. 
 
 

LEGISLATIVE TIMETABLE 

30. The legislative timetable will be – 
 
First Reading and commencement of 
Second Reading debate 
 

29 May 2024 
 

Resumption of Second Reading debate, 
Committee Stage and Third Reading 

To be notified 

 
 
IMPLICATIONS OF THE PROPOSAL 

31. The Bill is in conformity with the Basic Law, including the provisions 
concerning human rights.  The Bill binds the Government of the Hong Kong Special 
Administrative Region but it does not bind the Central People’s Government’s Offices.  
The Bill has no environmental or gender implications. 
 
32. The Bill will have positive economic, social, productivity and family 
implications on the whole.  There are no sustainability implications other than those set 
out in the economic implications paragraph in Annex E.  After the Bill is enacted, with 
the legislative provisions to address industry’s improper payment practices and facilitate 
speedy resolution of payment disputes, it is anticipated that the construction industry could 
take forward the construction work in a setting with greater certainty, in a more efficient 
and more cost effective manner14.   

 
33. The Bill would also help ensure a stable and predictable income resource, 
supporting healthy business environment of the construction industry and the financial 
well-being of the construction industry practitioners.  From the perspective of the 
workers, the main contractors and subcontractors are required to discharge their obligation 
under Employment Ordinance (Cap. 57) on settlement of wage disputes, regardless of the 
statutory rights provided under the Bill.  

 
34. The enactment of the Bill will not impose significant compliance implications, 
as the triggering of the adjudication mechanism is at the discretion of the claiming party 
and when triggered the cost should be regarded to be affordable.  For the paying party, it 
is only right for it to pay the claiming party the amount due. 

                                                 
14  The implementation of the Bill would help address the industry’s improper payment practices and 

resolve payment disputes in early stage, thereby reducing the potential disruption to the project caused 
by payment problems.  By providing a framework for timely payments, the Bill would contribute to 
a reduction in the risk premium associated with non-payment/delay payment. 

  D   

  E   
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35. The assessment of economic, social, productivity, family, financial and civil 
service implications are set out at Annex E. 
 
 
PUBLIC CONSULTATION 

36. In October 2012, the DEVB set up a Working Group on SOPL for the 
Construction Industry comprising representatives from developers and public bodies, 
professional institutions, consulting and contracting trade associations with a view to 
soliciting their views and comments on the essential elements and framework of the 
legislative proposal. 
 
37. We launched a 3-month public consultation for the proposed legislative 
framework of the SOPL on 1 June 2015.  The consultation results indicated that there was 
general public support on the proposed SOPL though some stakeholders expressed 
concerns over some details.  The results of the public consultation were reported to the 
LegCo Panel on Development in June 2016. 

 
38. In 2016, we set up the Task Force similarly comprising representatives from 
key stakeholder bodies mainly to resolve issues with different views for finalisation of the 
legislative framework.  With the concerted efforts of the Task Force, general consensus 
has now been reached on the final legislative proposal. 
 
39. We have also conducted briefing sessions for the construction industry 
practitioners to foster their understanding on the spirit and framework of the proposed 
SOPL.  The most recent webinars, in collaboration with CIC, were conducted on 10 July 
and 6 December 2023, with more than 400 attendees.  No adverse comments on the 
proposed legislative framework were received in the webinars. 

 
40. We consulted the Business Facilitation Advisory Committee (“BFAC”) on the 
legislative proposal and reported the key findings of the business impact assessment 
(“BIA”) to the committee members on 28 June 2023.  The Committee welcomed the 
DEVB’s continuous efforts to enhance the overall development of the construction sector.  
Due consideration to the issues related to prolonged assessment of the quality of works, 
time involved in the adjudication proceedings and effective communication with the 
stakeholders are of importance to ensure a smooth implementation of the proposed SOPL. 

 
41. We briefed the LegCo Panel on Development at its meeting of 28 November 
2023 on the legislative proposal and our plan to introduce the Bill into LegCo in the first 
half of 2024.  The Panel members generally supported the proposal and urged for early 
implementation.  During the meeting, they raised enquires on the timeframe of 
adjudication proceedings, the sufficiency, qualifications and nomination of adjudicators, 
possible abusive use of adjudication by contracts/sub-contractors and the potential 
implications on the role of contract administrators.  In general, we provided elaborations 
and explanations to the members at the meeting.  In late April 2024, we had a round up 
meeting with the relevant industry stakeholders via the Task Force to brief them on the 
latest proposals and generally secured their support.  We will continue to liaise with them 
in regard to the implementation details of the adjudication mechanism. 
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42. A prominent construction contractor went into liquidation in recent months 
and one of its subcontractors disclosed to the media that the concerned contractor had been 
delaying payments to the concerned subcontractors for six to seven years, resulting in a 
considerable sum of accumulated outstanding payment.  The case has revealed, once 
again, the severity with the bad practice of payment delays leading to the accumulation of 
payment overdue.  There have been renewed calls from the industry stakeholders, 
employees union and LegCo Members for expediting the passage of the Bill to help reduce 
the financial burden of lower-tier subcontractors and impact to construction workers in 
situation where the disputes have been dragged by upper contractors.   
 
 
PUBLICITY 

43. A press release will be issued on 16 May 2024.  We will also arrange for a 
spokesperson to handle the media and public enquiries.  After the enactment of the Bill, 
publicity campaign and education programmes to promulgate the legislation in the 
construction industry will be arranged. 
 
 
ENQUIRIES  

44. For enquiries on this brief, please contact Mr Alan TANG, Principal Assistant 
Secretary (Works)3, at 3509 8277.  
 
 
 
Development Bureau 
16 May 2024 
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Table C3 - Introduction of Adjudication Mechαnism: 

Key Feature 

Only payment disputes 

(including time-related 

payment disputes) can be 

a句udicated Note (3) 

Only claimant can initiate 

adjudication Note (4)

Adjudica世on can only be 

initiated within a set period 

after the dispute arises Note (SJ 

A吐judicator Nominating Body 

(ANB) set up for appointment 

of adjudicators 

Immunity from civil liability 

for adjudicators 

Adjud泌的or can determine the 

proportion of the cost of 

adjudication proceedings to be 

paid by the parties Note (6﹜ 

Adjudicator to disregard new 

submissions or evidence 

under certain circumstances 

Note (7) 

 

Parties required to go through 

claim handling procedures 

under the contract before 

adjudication Note {BJ 

 

Enforcement of a吐judicator治

determination (i.e. entered as 

court order/judgement) 

HK 

． 

． 

． 

． 

． 

． 

． 

． 

． 

UK NZ 

{Any ﹛Any 

disputes) disputes) 

(Both (Both 

parties﹜ parties) 

{At any (At any 

time) time) 

． ． 

． ． 

． 

{need to 
． 

apply for 

summary 

judgement﹜ 

C3 

SGP MAL NSW WA 

． ． ． ． 

． 
{Bo也

． ． 

p訂ties)

． ﹛At any ． ． 

time) 

． ． ． ． 

． ． ． ． 

． ． ． 

． 

． 

． ． ． ． 

．





Disclaimer
The information contained in the tables above is intended to furnish readers with general approaches 
adopted by overseas countries.  The Government is not responsible for any errors or omissions, or for 
any loss or damage that may result from the use of the aforesaid information.

















































the Bill 

ANB 

BA 

B/Ds 

BFAC 

BIA 

CFI 

CIC 

DEVB 

ExCo 

EoT 

FLU 

HKCIEGU 

HKFTU 

LAD(W) 

LegCo 

SDEV 

SMEs 

SOPL 

AnnexF 

List 。f Abbreviati。ns

Construction Industry Security of Payment Bill 

Adjudicator Nominating Body 

Building Authority 

- Bureaus/departments

Business Facilitation Advisory Committee

- Business Impact Assessment

Court of First Instance

Construction Industry Council

Development Bureau

Executive Council

- Extension of Time

The Federation of Hong Kong 缸1d Kowloon
Labour Unions

Hong Kong Construction Industry Employees
General Union

Hong Kong Federation of Trade Unions

Legal Advisory Division (Works)

Legislative Council

Secretary for Development

Small and medium-sized enterprises

Security of Payment Legislation

Fl 



Task Force 

URA 

- Task Force for Preparation of Legislative
Proposals to the Construction Industry
Security of Payment Legislation

Urban Renewal Authority 

F2 
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