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Lien Release Provisions

Understanding the Lien Process in Church Construction

When a church building committee embarks on a new construction project, it is crucial to
understand the lien process to ensure financial and legal protections. A mechanic's lien is a legal
claim against a property filed by contractors, subcontractors, or suppliers who have not been paid
for work performed or materials supplied. These liens can delay or complicate project
completion, refinancing, or future sales of the church property.

The Need for Lien Releases

Lien releases serve as official documentation that a contractor, subcontractor, or supplier has
been paid and is waiving their right to file a lien against the church property. Without these
releases, there is a risk that unpaid parties may file liens, potentially leading to legal disputes,
additional costs, and delays in the project.

The Lien Release Process and Its Purpose

The lien release process typically follows these key steps:

1. Preliminary Notice — Contractors and subcontractors may provide a notice at the
beginning of the project to inform the church that they are working on the site and may
have lien rights if not paid.

2. Progress Payments and Conditional Releases — As work progresses, the building
committee should require conditional lien releases from all contractors and
subcontractors before making payments. These releases confirm that payments are made
in exchange for waiving future lien rights up to the amount paid.

3. Unconditional Releases — Once payment is cleared and confirmed, an unconditional
release should be obtained, ensuring no future claims on the amount paid.

4. Final Release — Upon project completion, the church should secure a final unconditional
lien release from all contractors, subcontractors, and suppliers before making the last
payment to prevent any lingering lien claims.

Risks of Not Managing Lien Releases Properly

Failure to properly manage lien releases can lead to several issues, including:

*  Unresolved Liens — Contractors or subcontractors who claim unpaid balances may file
liens, causing legal disputes and delaying occupancy.
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*  Double Payments — If payments are made without obtaining lien releases, the church
may end up paying twice—once to the general contractor and again to subcontractors or
suppliers claiming non-payment.

*  Loan Issues — If a lender is involved, unresolved liens can prevent loan disbursements or
refinancing, creating financial complications for the church.

Types of Lien Releases and When to Use Them

There are several types of lien releases, each serving a specific purpose:

*  Conditional Waiver and Release on Progress Payment — Used when a payment is
made but has not yet cleared. It ensures that once the payment is processed, the claimant
waives lien rights up to the paid amount.

*  Unconditional Waiver and Release on Progress Payment — Used when payment has
cleared and no further claims will be made for that portion of work.

*  Conditional Waiver and Release on Final Payment — Used before the final payment is
made, ensuring the contractor will release all lien rights once payment is received.

*  Unconditional Waiver and Release on Final Payment — The final release confirming
that all payments have been received and no further lien rights exist.

Lender Requirements for Lien Releases

If a lender is involved in financing the church construction, they will have their own lien release
forms and protocols. These typically require:

e Verification of payments made to all contractors and subcontractors.
e Compliance with specific lien release timelines before releasing funds.

. Submission of final unconditional lien releases before the last loan disbursement.

Securing Final Lien Releases

Upon project completion, the church building committee must ensure:

o A final unconditional lien release is obtained from all contractors, subcontractors, and
suppliers.

*  The final payment is made only after receiving all necessary releases.

*  The lender’s lien release requirements are met before final loan disbursement.

By following a structured lien release process, the church building committee can protect the church’s
financial interests and ensure a smooth construction project with minimal legal risks.
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