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Purpose 
 
1. At the House Committee meeting on 19 October 2012, Members 
agreed that a subcommittee should be formed to study the five sets of 
amendment rules, namely the Solicitors' Accounts (Amendment) Rules 
2012 (L.N. 151), Accountant's Report (Amendment) Rules 2012 
(L.N. 152), Solicitors (Professional Indemnity) (Amendment) Rules 2012 
(L.N. 153), Solicitors' Practice (Amendment) Rules 2012 (L.N. 154) and 
Foreign Lawyers Practice (Amendment) Rules 2012 (L.N. 155), which 
are made by the Council of The Law Society of Hong Kong ("the Law 
Society") under Sections 73 and 73A of the Legal Practitioners Ordinance 
(Cap. 159) subject to the prior approval of the Chief Justice. 
 
2. Of the five sets of Amendment Rules mentioned above, only the 
issue regarding the requirement for solicitors to account to their clients 
for interest on monies deposited with them, which is covered by the 
Solicitors' Accounts (Amendment) Rules 2012 (L.N. 151), had been 
discussed by the Panel on Administration of Justice and Legal Services 
("the Panel") in the past.  This paper provides background information 
and summarizes the Panel's discussion on the issue.   
 
 
Solicitors' Accounts (Amendment) Rules 2012 (L.N. 151) 
 
3. L.N. 151 is made by the Law Society's Council under section 73 
of the Legal Practitioners Ordinance (Cap. 159) subject to the prior 
approval of the Chief Justice.   It amends the Solicitors' Accounts Rules 
(Cap. 159F) to - 
 

(a) set out the principles that must be observed by a solicitor in 
handling client's money (Rule 3); 
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(b) extend the application of the principal Rules as amended by 
L.N. 151 to a solicitor corporation, a foreign lawyer and a 
foreign firm (Rule 4); 

 
(c) impose a duty on a solicitor to account for any interest 

earned on the client's money if the amount of money and the 
period for holding the money are within those amounts and 
periods as specified in the Schedule (Rule 6); 

 
(d) set out certain exceptions to the solicitor's duty to pay client's 

money held or received by the solicitor into the client 
account (Rule 8); 

 
(e) clarify the extent of a solicitor's obligation to keep accounts 

(Rule 10); and 
 
(f) empower the Law Society's Council to, for the purpose of 

ascertaining whether a firm has complied with L.N. 151, 
require a solicitor to produce the management accounts 
including monthly profit and loss accounts of the firm for 
inspection (Rule 11). 

 
4. L.N. 151 will come into operation on a day to be appointed by the 
Law Society's President by notice published in the Gazette. 
 
 
Discussion at the Panel 
 
5. The Law Society briefed the Panel on 27 June 2005 on the 
proposed amendments to the Solicitors’ Accounts Rules in relation to the 
requirement for solicitors to account to their clients for interests on 
monies deposited with them.  The then information paper provided by the 
Law Society is in the Appendix (English version only). 
 
6. According to the information provided by the Law Society in June 
2005, a Practice Direction J was issued to its members in 1997, which 
required solicitors to deposit a client’s money in an interest bearing 
account and to account to the client for any interest earned.  However, in 
view of the declining interest rates since 1997, the administrative costs 
for solicitors in calculating and accounting for the interest accrued 
frequently exceeded the interest earned.  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. 
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7. Following some discussions 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 
Council of the Law Society decided in June 2005 to make it mandatory, 
by way of the amendment rules, for solicitors to account for interest 
earned if - 
 

(a) the client's monies deposited are of an amount specified in 
the proposed Schedule to the rules; 

 
(b) the monies has been retained in the account continuously for 

a period specified in the proposed Schedule; and 
 
(c) the amount of the interest thus accrued exceeds $500. 

 
8. The Law Society clarified at the Panel meeting that the amount of 
interest which solicitors should pay to their clients would be the amount 
in excess of $500, the $500 being the administrative costs for solicitors in 
calculating and accounting for the interest accrued.  The Law Society also 
advised that it had consulted the Consumer Council on the proposed 
amendments to the Solicitors' Accounts Rules. 
 
9. Insofar as policy was concerned, the Panel had no objection to the 
proposed amendments.  
 
 
Relevant papers 
 
10. The relevant papers are available at the following links: 
 

Meeting of the Panel on 
27 June 2005 

Paper provided by the Law Society 
Minutes (paragraphs 53-57) 
 

Paper for the House 
Committee meeting on 
19 October 2012 

Legal Service Division Report on 
Subsidiary Legislation Gazetted on 
12 October 2012 (paragraphs 7-19) 
 

 
 
 
Council Business Division 4 
Legislative Council Secretariat 
12 November 2012 

http://www.legco.gov.hk/yr04-05/english/panels/ajls/papers/aj0627cb2-2060-5e.pdf
http://www.legco.gov.hk/yr04-05/english/panels/ajls/minutes/aj050627.pdf
http://www.legco.gov.hk/yr12-13/english/hc/papers/hc1019ls-4-e.pdf
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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: 

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. 

 

附錄
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