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Submission by the Law Society on the
Solicitors’ Accounts (Amendment) Rules to the
LegCo Panel on Administration of Justice and Legal Services
1.

The Law Society set up a working party in 2001 to conduct an overview of the Solicitors’
Accounts Rules (“the Rules”). The Working Party fully considered the English Solicitors’
Accounts Rules on which most of the proposed amendments are modeled. As a result of
the review, certain amendments to the Rules including the incorporation of Practice
Direction J were proposed and approved by the Council of the Law Society. The Chief
Justice has approved the amendments subject to the Law Society informing the LegCo
Panel of the points raised by the Consumer Council in relation to the payment of interest
on clients’ accounts.

2.

Practice Direction J (“the Practice Direction”) (Appendix 1) was issued by the Law
Society to its members in 1997. The Practice Direction is a default provision in the
absence of any agreement with the client. It requires solicitors to deposit a client’s money
in an interest bearing account and to account to the client for any interest earned. The
“trigger point” at which the solicitors become accountable varies according to the amount
deposited and the period that it remains under the solicitor’s control. There is a minimum
amount of deposit and period set out in the Practice Direction.

3.

Interest rates in Hong Kong have declined significantly since 1997. The savings interest
rate in 1997 was 5.375% per annum. It dropped to 0.01% per annum in 2004. The
administrative costs for solicitors in calculating and accounting for the interest accrued
frequently exceeds the interest earned at times when interest rates are so low. Accordingly
the Council of the Law Society decided to suspend the Practice Direction in January 2004
until such time as interest rates reached the level payable in January 1997 when the
Practice Direction was promulgated.

4.

There was discussion between the Consumer Council and the Law Society over the
possibility of setting up a mechanism for reviewing and restoring the operation of the
Practice Direction. The relevant correspondence between the Society and the Consumer
Council is at Appendix 2.

5.

The Council of the Law Society at its meeting on 21 June 2005 decided to make it
mandatory for solicitors to account for interest in excess of HK$500 to their clients. The
proposed new rule will require solicitors to pay clients’ monies into interest bearing
accounts. Solicitors will be required to pay the interest to the client if the amount of the
client’s monies deposited are of an amount specified in column 1 of the Schedule, they
have been retained in the account continuously for a period specified in column 2 of the
Schedule and the amount of the interest thus accrued exceeds $500.

6.

The Schedule provides as follows:
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Amount

Period

More than $50,000 but
less than $100,000

Not less than 8 weeks

More than $100,000 but
less than $250,000

Not less than 4 weeks

More than $250,000 but
less than $3,000,000

Not less than 2 weeks

More than $3,000,000

Not less than 4 working days.

