
I

No. 774SENATE
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[Similar Matter Filed During Past Session
See Senate No, 180 of 1984.]

By Mr. Wetmore, a petition (accompanied by bill, Senate, No. 774) of Robert D,

Wetmore and H. Kenneth Fish for legislation relative to professional corporations.
Commerce and Labor.

In the Year One Thousand Nine Hundred and Eighty-five

Be it enacted by the Senate andHouse ofRepresentatives in General Court
assembled, and by the authority of the same, as follows:

1 Section 1. Chapter 156 A of the General Laws is hereby
2 amended by striking out Section Ito 17 thereof and by inser-
-3 ting in place thereof the following:

6 This Chapter shall be known and may be cited as the Pro-
-7 fessional CorporationLaw.

10 In this Chapter, unless the context otherwise requires, the
11 term
12 (a) “Professional corporation” means a domesticcorpora-
ls tion organized under this Chapter for the purpose of render-
-14 ing one or more professional services. As used in Sections 5,
15 6, 8,10 and 19 of this chapter, the term ‘ ‘professional corpora-
te tion” shall also include foreign professional corporations.
17 (b) “Professional service” means (i) the service perform-
-18 ed by registered physicians and surgeons, chiropractors,
19 podiatrists, engineers, electrologists, physical therapists,
20 psychologists, certified public accountants, public accoun-
-21 tants, dentists, veterinarians, and optometrists, as long as such
22 professions are subject to registration or licensing under
23 chapter one hundred and twelve, and by attorneys-at-law ad-
-24 mitted to practice in the courts of the commonwealth under
25 chapter two hundred and twenty-one; (ii) any other type of

8 Section 2.
9 Definitions

4 Section 1.
5 Short Title

An Act relative to professional corporations.
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service which may be rendered only pursuant to a license
under a licensing law of the commonwealth if the applicable
regulating boards permit the licensed persons to incorporate
their practice or profession only under this chapter, or if the
licensed persons elect to incorporate theirprofession or prac-
tice under this chapter and suchincorporation is not prohibited
by law or by regulations of the applicable regulating boards.

26
27
28
29
30
31
32

(c) “Regulating board” means a board or governing
authority which is charged with licensing and regulating the
practice or profession of any person performing professional
services.

33
34
35
36

(d) “Foreign professional corporation” means a corpora-
tion organized for the purpose of rendering professional ser-
vices under a law other than the law of the commonwealth.

37
38
39

(e) “Qualified person’ ’ withrespect to any professional cor-

poration means a natural person, general partnership, or pro-
fessional corporation which is eligible under this chapter to
own shares issued by such professional corporation.

40

42
43

(f) “Disqualified person” with respect to any professional
corporation means any natural person, corporation, partner-
ship, or other entity which for any reason is or becomes in-
eligible under this chapter to own shares issued by such pro-
fessional corporation.

44
45
46
47
48
49
50

(a) Except as hereinafterprovided in this section, a profes-
sional corporation may be organized under this chapter only
for the purpose of rendering professional services and services

ancillary thereto within a single profession.

51
52
53
54

41

Section 3.
Purposes

(b) A professional corporation may be organized for the pur-
pose ofrendering professional services within two or more pro-
fessions except to the extent expressly prohibited by the licen-
sing laws of the commonwealth applicable to such professions
or the regulations of any of the applicable regulating boards.

(c) The provisions of this chapter shall not be construed as
prohibiting the organization of a corporation to render profes-
sional services, or as limiting the rendering of professional ser-

vices or the practice of any profession under any otherprovi-
sions of law except to the extent expresslyprohibited or limited
by such provisions of law or the regulations of the applicable

55
56
57
58
59
60
61
62
63
64
65
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I

1

i

i

regulating boards.66
Section 4.

General Powers
67
68

(a) All of the provisions of chapter one hundred and fifty-
six B, as amended from time to time, shall be applicable to
professional corporations and they shall enjoy the powers and
privileges, and be subject to the duties, restrictions and
liabilities of corporations organized under said chapter, except
where inconsistent with the provisions of this chapter.

69
70
71
72
73
74
75 (b) A professional corporation may own real and personal

property necessary or appropriate for rendering the type or
types of professional service it was organized to render, and
may invest its funds inreal estate, mortgages, stocks, bonds,
or any other type of investment.

76
77
78
79
80
81 Rendering Professional Services
82 A professional corporation may render professional services

in the commonwealth only through its officers, employees and
agents who are duly licensed to render such professional ser-
vices in the commonwealth; provided, however, nothing in this
chapter shall be construed (a) to require any person who is
employed by a professional corporation to be licensed to per-
form services for which no license is otherwise required, or
(b) to prohibit the rendering of professional services by a
licensed naturalperson acting in his individual capacity, not-
withstanding that such person may be a shareholder, direc-
tor, officer, employee or agent of a professional corporation
or (c) to prohibit unlicensed persons employed by a profes-
sional corporation from rendering professional services under
the supervision of licensed officers, employees or agents of
such professional corporation, to the extentpermitted by law
or the regulations of the applicable regulating board.

83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99 Professional Relationships; Privileged Communications

100

Section 5.

Section 6.

(a) Except as otherwise provided by law or regulation of
a regulating board, the personal liability of a shareholder of
a professional corporation organized under this chapter shall
be no greater in any respect than that of a shareholder of a
corporation organized under chapter one hundred and fifty-
six B.

101
102
103
104
105
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Section 7.115
116
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Section 8.
Corporate Name

133
134
135
136
137
138
139
140
L4l
L42
143
L44
[45
L46

SENATE - No. 774. [Apr.4

(b) This chapter shall not alter any law applicable to the
relationship between a person rendering professional services
and a person receiving such services, including liability aris-
ing out of such professional services.

(c) Any privilege applicable to communications between a
person rendering professional services and the person receiv-
ing such services shall extend to communications between a
professional corporation or its employees rendering profes-
sional services and the person receiving such services.

Organization; Content of Articles of Organization
One or more individualseach of whom is licensed to perform

a professional service may organize a professional corpora-
tion by complying with Section 12 of Chapter one hundred and
fifty-six B. The articles of organization of a professional cor-
poration shall meet the requirements of chapter one hundred
and fifty-six B, and in addition shall contain the following:

(a) corporate purposes indicating the professional services
to be rendered through the professional corporation;

(b) the names and residence addresses ofall of the original
shareholders, directors and officers of the professional
corporation;

(c) a certificate by the appropriate regulating board or
boards that each of the incorporators, the president and any
vice presidents, a majority of the directors and each
shareholder is duly licensed to render a professional service
permitted by the articles of organization of the corporation.

The corporate name of every professional corporation shall
end with the word “Professional Corporation”, “Corporation”
or “Incorporated” or the abbreviation “P.C.”, “Corp.” or
“Inc.” or any other word or words which in the judgment of
the state secretary indicates that the professional corporation
is incorporated; provided, that a regulating board may by rule
adopt further requirements as to the names of professional
corporations organized to render a professional service sub-
ject to the jurisdiction of such regulating board.

A majority of directors of a professional corporation and all

Section 9.
Directors and Officers
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of its officers except the Treasurer, Clerk, Secretary and any
Assistant Treasurer, Assistant Clerk or Assistant Secretary
shallbe licensed in the commonwealth to render a professional
service permitted by the articles of organization of the
corporation.

147
148
149
150
151
152 Section 10.

Issuance and Transfer of Shares; Share Certificates153
(a) A professional corporation may issue shares, fractional

shares, and rights or options to purchase shares only to:
154
155
156 (1) natural persons who are licensed in the commonwealth

or in any other state or territory of the United States or the
District of Columbia to render a professional service permit-
ted by the articles of organization of the corporation;

157
158
159
160 (2) general partnerships in which all the partners are

natural persons described in subparagraph (1); and161
162 (3) professional corporations authorized by law to render

a professional service permitted by the articles of organiza-
tion of the corporation.

163
164
165 (b) A regulating board may by rule further restrict the

authority of professional corporations to issue or transfer
shares, but no suchrule shall, of itself, have the effect of caus-
ing a shareholderof a professional corporation at the time such
rule becomes effective to become a disqualified person.

166
167
168
169
170 (c) A shareholder of a professional corporation may

transfer shares and rights or options to purchase shares of the
corporation only to qualified persons, as defined herein;
however, subject to sections 12 and 13 of this chapter, nothing
herein shall prohibit the pledge of shares of a professional cor-
poration to a disqualified person or the transferof such shares
by operation of law or court decree to a disqualified person.

171
172
173
174
175
176
177 (d) Nothing herein shallprevent a professional corporation

from adopting other restrictions on the transfer of its shares
or requiring that transfereesbe approved by its shareholders
or directors under provisions of its articles of organization,
bylaws or an agreement binding upon all of its shareholders.

178
179
180
181
182 (e) Every certificate issued after [lBO days after the effec-

tive date of this Act] representing shares of a professional cor-
poration shall have noted conspicuously thereon that the
shares represented thereby are subject to restrictions on
transfer imposed by this chapter and any further restrictions

183
184
185
186
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187 on transfer imposed by the appropriate regulating board or
188 boards from time to time pursuant to this chapter.
189 (f) All transfers of shares in violation of this section shall
190 be void.

192 Voting of Shares
193 No proxy for shares of a professional corporation shall be
194 valid unless it shall be given to a qualified person, or unless
195 it is limited to voting for one or more of the actions described
196 in subsection 13(a) of this chapter under the circumstances
197 described therein. A voting trust with respect to shares of a
198 professional corporation shall not be valid unless all the
199 trustees and beneficiaries thereof are qualified persons, ex-
200 cept that such a voting trust may be validly continued for a
201 period of not more than six months afterthe deathof a trustee
202 or a beneficiary or for a period of not more than six months
203 after a trustee or beneficiary has become a disqualified
204 person

206 Death or Disqualification of Shareholder
207 (a) It shall be provided in the articles of organization or
208 bylaws of a professional corporation, or in an agreement bin-
209 ding upon all of its shareholders, that the corporation shall
210 redeem all of the shares of a shareholder upon the occurrence
211 of any one or more of the following events, unless the provi-
212 sions of Section 13 apply or said shares are transferred to a
213 qualified person within twelve months after occurrence of the
214 event:
215 (1) If the shareholder dies;
216 (2) If the shareholder is determined to be disqualified to
217 render professional service for six months or more;
218 (3) If the shareholderis determined, in the manner set forth
219 in the applicable instrument, to be incompetent or permanent-
-220 ly disabled so as to be unable to render any professional ser-
-221 vices on behalf of the corporation;
222 (4) If the shareholder voluntarily withdraws from the ac-
-223 tive practice of professional services on behalf of the
224 corporation;
225 (5) If any of the shares of the shareholder are transferred
226 voluntarily or by operation of law to a disqualified person; or

191 Section 11.

205 Section 12.
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(6) If any other event specified in the articles of organiza-
tion or bylaws or said shareholder agreement shall occur.

227
228

(b) The redemption of shares shall takeplace within twelve
months after the occurrence of any of the events described in
subsection (a), unless a shorter time is specified in the articles
of organization, bylaws or said shareholder agreement. The
consideration for such redemption shall be an amount equal
to the fair value of such shares on the date of said event, unless
otherwise provided in the articles of organization, bylaws or
said shareholder agreement. In lieu of such redemption, all
the shares of such shareholder may be transferred to a
qualified person within such twelve month period.

229
230
231
232
233
234

4135
236
237
238

(c) If a redemption or transfer of any shares of a profes-
sional corporation is not completed within the prescribed time
period, such shares may be cancelled by the corporation and
the holder shall have no further interest or rights of a
shareholder of the corporation other than the right to receive
an amount equal to the fair value of his shares under subsec-
tion (b), unless otherwiseprovided in the articles of organiza-
tion, bylaws or said shareholder agreement.

239
240
241
242
243
244
245
246
247 (d) Nothing herein shall affect the obligations of a profes-

sional corporation to a shareholderwhose interest in the cor-
poration is terminated hereunder with respect to compensa-
tion, benefits or other matters accrued prior to his termina-
tion or disqualification.

248
249
250
251
252 (e) During the pendency of a redemption or transfer

hereunder of the shares of a shareholder who is deceased,
disabledor incompetent, said shares may be votedby the per-
sonal representatives of such shareholder.

253
254
255
256 Section 13.

Termination of Professional Corporation257
258 (a) If any of the events described in subsection (a) of Sec-

tion 12shall occur with respect to the sole shareholderof a pro-
fessional corporation or if the corporation is disqualified from
rendering, or will cease rendering, any further professional
services pursuant to this chapter, in lieu of or in addition to
the redemption or transfer of the shares of such shareholder
under Section 12, within 12 months thereafter.

260
261
262
263
264
265 (1) the corporation shall be liquidated and dissolved;

(2) the corporation shallbe merged into or consolidatedwith266
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a corporation qualified to render the same professional ser-
vice or services; or

267
268

(3) the corporation shall be merged into, consolidated with
or changed by articles of amendment into a corporation
organized pursuant to chapter one hundred and fifty-six B in
accordance with Section 14.

269
270
271
272

In the event thatsuchaction has not been taken within such
12 month period, the corporation shall cease rendering
professional service until all its shares are owned by one o*
more qualified persons and the corporation is otherwise in
compliance with the terms of this chapter.

273
274
275
276
277

(b) During the pendency of action under subsection (a) of
this section, so long as a professional corporation has ceased
to render professional services under this chapter, persons
may be elected or appointed as its officers or directors who
are not qualified to render professional services on its behalf,
and its shares may be voted by the personal representative
of a deceased or incapacitated shareholder.

278
279
280
281
282
283
284
285

Change ofStatus of Professional Corporation286
A professional corporation which has ceased to render any

professional services under this chapter or which is permit-
ted to render professional services as a business corporation
organized under chapter one hundred and fifty-six B may
change its status by merging into or consolidating with such
a business corporation or by filing articles of amendment to
change its name, where necessary, and purposes to those of
such a business corporation.

287
288
289
290
291
292
293
294
295

Involuntary Dissolution296

Section 14.

Section 15

If actionrequired by Sections 12or 13 is not taken within the
prescribed time period, or if it shall be established that a pro-
fessional corporation has failed to comply with any other prc |

visions of this chapter, the state secretary may dissolve the
corporation in accordance withchapter one hundred and fifty-
six B, section 101. The state secretary may also so dissolve
a professional corporation upon receipt of a certificate from
any regulating board with jurisdiction stating that such cor-
poration has failed to comply with the requirements of such
board so as to give due cause for its dissolution, which cer-

297
298
299
300
301
302
303
304
305
306
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tificate shall recite pertinent facts to support the requested
dissolution. A copy of such certificate shall be given to such
corporation at least sixty days in advance of said dissolution.

307
308
309
310

Merger and Consolidation311
(a) Except as provided in Section 14 of thischapter, a pro-

fessional corporation may merge or consolidate with another
corporation, domestic or foreign, only if every shareholder of
each corporation is a qualified person with respect to the sur-
viving or resulting corporation.

312
313

4
316

(b) Upon the merger or consolidation of a professional cor-
poration, if the surviving or resulting corporation is to render
professional services in the commonwealth, it shall comply
with the provisions of this chapter.

317
318
319
320

Section 17.
Registration of Foreign Professional Corporations

321
322
323 (a) A foreign professional corporation shallregister under

the provisions of this section if324
325 (1) it maintains an office in the commonwealth; or
326 (2) any of its shareholders, officers, or directors conducts

such activity on behalf of the corporation in the commonwealth
as to require licensing under the provisions of chapter one hun-
dred twelve or chapter two hundred and twenty-one.

327
328
329
330 (b) Any foreign professional corporation, including corpora-

tions subject to subsection (a), may register under the provi-
sions of this section in order to render one or more professional
services in the commonwealth, provided that

331
332
333
334 (1) the name of the corporation meets the requirements of

this chapter and of section five of chapter one hundred eighty-
one;

335
336
337 (2) the corporation is organized only for one or more pur-

poses for which a professional corporation organized under
this chapter may be organized; and

’3B
09

340 (3) all the shareholders, a majority of the directors and all
of its officers except the Treasurer, Clerk, Secretary and any
Assistant Treasurer, AssistantClerk andAssistant Secretary
are qualified persons and all the shareholders, directors, of-
ficers and employees who will render a professional service
in the commonwealth are duly licensed in the commonwealth
to do so.

341
342
343
344
345
346

Section 16.
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(c) A foreign professional corporation shallregister to prac-
tice in the commonwealth by filing with the state secretary
the certificate and evidence of legal existence in the jurisdic-
tion of incorporation required by section four of chapter one
hundred eighty-one. Such certificates shall in addition contain
the following information and exhibits:

347
348
349
350
351
352

(1) a description of the professional services to be rendered
in the commonwealth through the professional corporation^

(2) the names and residence addresses of all th*
shareholders, directors, and officers of the professional cor-
poration and designations of which of them will render pro-
fessional services in the commonwealth;

353
354
355
356
357
358

(3) a statement that a majority of the directors and all of
the officers (except theTreasurer, Clerk, Secretary, and any
Assistant Treasurer, Assistant Clerk and Assistant Secretary)
are natural persons who are licensed in a state or territory
of the United States or the District of Columbia to render a
professional service authorized by the corporation’s articles
of organization (or the equivalent), and that all of the
shareholders are suchpersons, general partnerships compris-
ed solely of such persons, or professional corporations
authorized to render such professional services; and

359
360
361
362
363
364
365
366
367
368

(4) a certificate by the appropriate regulating board or
boards that the persons required by subsection (b)(3) to be
licensed in the commonwealth are so licensed.

369
370
371

(d) Every foreign professional corporation shall, except as
otherwise provided in this chapter, be subject to theprovisions
of sections six and eight through sixteen of chapter one hun-
dred eighty-one.

372
373
374
375

(e) The certificate of registration of a foreign professional
corporation may be revoked by the state secretary if the cor-
poration fails to comply with any provision of this chapter ap-
plicable to it or upon receipt by the state secretary of a ce f
tificate from any regulating board with jurisdiction stating

that such corporation has failed to comply with the re-
quirements of such authority so as to give due cause for
revocation of its registration, which certificate shallrecite per-
tinent facts to support the proposed revocation. No certificate
of registration of a foreign professional corporation shall be
revoked by the state secretary unless he shall have given the

376
377
378
379
380
381
382
383
384
385
386



SENATE - No. 774.1985.] 11

corporation not less thansixty days’ notice thereof and the cor-
poration shall have failed prior to the effective date of the
revocation to correct such noncompliance.

387
388
389
390

Annual Report of Domestic and
Foreign Professional Corporations

391
392

The annual report of a professional corporation or a foreign
professional corporation shall, in addition to the information
required by section 109 of chapter one hundred and fifty-six
B or section 4 of chapter one hundred and eighty-one, as the
case may be, list the names and residence addresses of all
shareholders and shall contain a certification that all such
shareholders or all of the partners of a shareholder winch is
a general partnership are duly licensed to render one or more
professional services for which the corporation was organis-
ed or are professional corporations authorized torender such
professional services. A duplicate original copy of eachannual
report shall be filed at the same time with the regulating
board. No filing fee shall be charged by the regulating board
for such filing.

393
m
4 5
j6

397
398
399
400
401
402
403
404
405
406
407 Section 19.

Regulation of Professional Corporations408
409 Each regulating board in the commonwealth is hereby

authorized to promulgate rules for professional corporations
consistent with this chapter which are deemed necessary in
the public interest or required by thepublic health or welfare
or by generally recognized standards ofprofessional conduct.
Nothing in this chapter shall restrict or limit in any manner
the authority or duty of regulating board with respect to
natural persons rendering a professional service within the
jurisdiction of the licensing authority, or any law, rule or
regulation pertaining to standards of professional conduct.

410
411
412
413
414
416
416
417
418

4 Section 2. Section 4of Chapter 180 of the GeneralLaws ap-
-2 pearing in Section 3of Chapter 819 of the Acts of 1971, is hereby
3 amended by adding thereto at the end thereof the following
4 paragraph:
5 If a corporation is formed under this chapter for the pur-
-6 pose of rendering one or more professional services as defin-

ed in chapter one hundred fifty-six A, the relationship between

Section 18.
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8 the corporation or an employee thereofrendering professional
9 service and the person receiving such service shall be the

10 same as if such corporation or employee rendered such ser-
-11 vice to saidperson as an individualpractitioner, including any
12 liability arising out of the rendering of such service.

1 Section 3. Chapter 182 of the General Laws is hereby
2 amended by adding thereto Section 5A as follows:
3 Section SA. Professional Service. If a trust is formed under thi
4 chapter for the purpose of rendering one or more professiona
5 services as defined in chapter one hundred and fifty-six A, the
6 relationship between the trust or a trustee or employee thereof
7 rendering professional service and the person receiving such
8 service shallbe the same as if such trust or trustee or employee
9 rendered such service to said person as an individual practi-

-10 tioner, including any liability arising out of the rendering of
11 such service.

1 Section 4. Section 3 or Chapter 1568 of the General Laws,
2 as appearing in Section lof Chapter 723 of the Acts of 1964,
3 as amended by Section 1A of Chapter 723 of the Acts of 1964,
4 as amended by Section 1A of Chapter 685 of the Acts of 1965
5 and Section 1 of Chapter 392 of the Acts of 1969, is hereby
6 amended by striking out the first paragraph thereof and by
7 inserting in place thereof the following:
8 Except so far as such application may be inconsistent with
9 (i) provisions still in force of any special acts of incorpora-

te tion, enacted before March eleventh, eighteen hundred and
11 thirty-one, and not subject to amendment, alteration orrepeal
12 by the general court, or (ii) provisions of chapter one hundred
13 and fifty-six A applicable to professional corporations incor-
-14 porated thereunder, this chapter shall apply to:

1 Section 5. This Act shall take effect as of [ninety days aftei
2 the effective date of this Act], provided that, as to any elect-
-3 ing corporation, this Act shall take effect on the date such cor-
-4 poration files an election. Any corporation organized under
5 chapter one hundred fifty-six A may become an electing cor-
-6 poration for purposes of this section by filing with the state
7 secretary prior to [ninety days after the effective date of this
8 Act] an election to be governedby this Act signed by all of the
9 stockholders of the corporation.


