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®fj t Commontoealtt) of iflasdsacliusetts

In the Year One Thousand Nine Hundred and Ninety-Six

An Act relative to the practice of public accountancy.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, asfollows:

1 SECTION 1. Section 87A of chapter 112 of the General Laws,
2 as appearing in the 1994 Official Edition, is hereby amended by
3 striking out the definition of “Firm” and inserting in place thereof
4 the following definition:
5 “Firm”, a business or professional corporation, general or regis-
-6 tered limited liability company, or any other organizational form
7 of entity legally permitted to engage in the practice of public
8 accounting.

1 SECTION 2. Section SIBVi of said chapter 112, as so
2 appearing, is hereby amended by inserting after the word
3 “partner,”, in lines 18 and 21, the following word, in each
4 instance:— member.

1 SECTION 3. Said section SIBV2 of said chapter 112, as so
2 appearing, is hereby further amended by inserting after the word
3 “partners,”, in line 35, the following word:— members,.

1 SECTION 4. Said section SIBV2 of said chapter 112, as so
2 appearing, is hereby further amended by inserting after the word
3 “partnership”, in line 40, the following words:— , including a reg-
-4 istered limited liability partnership, registered pursuant to the laws
5 of any state,.
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1 SECTION 5. Said section 87B!/2 of said chapter 112, as so
2 appearing, is hereby further amended be striking out the words
3 “paragraph (g)”, in lines 47, 50 and 55, and inserting in place
4 thereof the following words, in each instance:— (h) or a business
5 corporation registered under paragraph (i).

1 SECTION 6. Said section 87B!/2 of said chapter 112, as so
2 appearing, is hereby further amended by striking out paragraphs
3 (g) and (h) and inserting in place thereof the following four para-
-4 graphs:—
5 (g) A limited liability company registered pursuant to the laws
6 of any state engaged within the commonwealth in the practice of
7 public accounting may register with the board as a limited liability
8 company of certified public accountants; provided, however, that:
9 (1) each member thereof personally engaged within the com-

-10 monwealth in the practice or public accounting as a member
11 thereof is a certified public accountant registered under section
12 eighty-seven AVi and holds a valid biennial license issued under
13 section eighty-seven B or is a professional or business corporation
14 registered under paragraph (h) or (i) respectively;
15 (2) each active member thereof who is a resident of the United
16 States is a certified public accountant in good standing of one state
17 or is a professional or business corporation registered under para-
-18 graph (h) or (i) respectively; and
19 (3) each resident manager in charge of an office of the firm
20 located within the Commonwealth is a certified public accountant
21 registered under section eighty-seven AVi and holds a valid bien-
-22 nial license issued under section eighty-seven B or is a profes-
-23 sional or business corporation registered under paragraph (h) or (i)
24 respectively.
25 Application for such registration shall be made using the affi-
-26 davit of a member of such limited liability company who is a cer-
-27 tified public accountant registered under section eighty-seven AVz
28 and who holds a valid biennial license issued under section eighty-
-29 seven B. The board shall in each case determine whether the
30 applicant is eligible for registration. A limited liability company
31 which is so registered and which holds a valid biennial license
32 issued under section eighty-seven BVi may use the words “certi-
-33 fied public accountants” or the abbreviation “CPA” in connection
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34 with its company name. Notification shall be given the board
35 within ninety days after the admission to or withdrawal of a
36 member from any limited liability company so registered, and
37 after the commencement or termination of any member’s personal
38 and regular practice of public accounting in the commonwealth as
39 a member thereof. The board shall collect a fee for the registration
40 of such a limited liability company.
41 (h) A professional corporation engaged within the common-
-42 wealth in the practice of public accounting may register with the
43 board as a professional corporation of certified public accoun-
-44 tants; provided, however, that such professional corporation either
45 is organized pursuant to the: provisions of chapter one hundred
46 and fifty-six A or agrees to comply with all requirements of sec-
-47 tions ten, eleven and twelve of chapter one hundred and fifty-
-48 six A. Application for such registration shall be made upon the
49 affidavit of an officer, director or shareholder of such professional
50 corporation who is a certified public accountant registered under
51 section eighty-seven A'/z and who holds a valid biennial license
52 issued under section eighty-seven B. The board shall in each case
53 determine whether the applicant is eligible for registration.
54 A professional corporation which is so registered and which
55 holds a valid biennial license issued under section eighty-
-56 seven BVi may use the words “certified public accountants” or the
57 abbreviation “CPA” in connection with the professional corporate
58 name. Notification shall be given the board within ninety days
59 after the admission to or withdrawal of an officer, director or
60 shareholder from any professional corporation so registered, and
61 after the commencement or termination of any officer’s, director’s
62 or shareholder’s personal and regular practice of public
63 accounting in this state as a member thereof. The board shall col-
-64 lect a fee for the registration of such a professional corporation.
65 (i) 4 business corporation engaged within the commonwealth in
66 the practice of public accounting may register with the board as a
67 corporation of certified public accountants; provided, however,
68 that:
69 (A) Such corporation may issue share, fractional shares, and
70 rights or options to purchase shares only to the following, which
71 shall be deemed “qualified persons” for purposes of this section:
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72 (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 practice public accounting:

73
74

(2) general or registered limited liability partnerships in which
all partners are natural persons described in subparagraph (1);

75
76

(3) professional or other business corporations authorized by
law to render public accounting services; and

77
78

(4) limited liability companies authorized by law to render
public accounting services.

79
80

(B) No proxy for shares of such a business corporation shall be
valid unless it shall be given to a qualified person. A voting trust
with respect to shares of such a business corporation shall not be
valid unless all the trustees and beneficiaries thereof are qualified
persons, except that such voting trust may be validly continued for
a period of not more than six months after the death of a trustee or
beneficiary or for a period of not more than six months after a
trustee or beneficiary has become a disqualified person.

81
82
83
84
85
86
87
88

(C)(1) It shall be provided in the articles of organization or
bylaws of such a business corporation, or in agreement binding
upon all of its shareholders, that the corporation shall redeem all
the shares of a shareholder upon the occurrence of any one or
more of the following events, unless said shares are transferred to
a qualified person within twelve months after occurrence of the
event:

89
90
91
92
93
94
95

(i) If such shareholder dies96
(ii) If such shareholder is determined to be disqualified for a

period of six months or more;
97
98

(iii) If vouch shareholder is determined in the manner set forth
in the applicable instrument to be incompetent or permanently dis-
abled so as to be unable to render public accounting services on
behalf of the corporation;

99
100
101
102

(iv) If any of the shares of such shareholder are transferred vol-
untarily or by operation of law to a disqualified person; or

103
104

(v) If any other event specified in the articles of organization or
by-laws or said shareholder agreement shall occur.

105
106

(2) The redemption of shares shall take place within twelve
months after the occurrence of any of the events described in sub-
section (1), unless a shorter time is specified in the articles of
organization, by-laws or said shareholder agreement. The consid-

107
108
109
no
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111 eration for such redemption shall be an amount equal to the fair
112 value of such shares on the dates of said event, unless otherwise
113 provided in the articles of organization, by-laws or said share-
114 holder agreement. In lieu of such redemption, all the shares of
115 such shareholder may be transferred to a qualified person within
116 such twelve month period.
117 (3) If a redemption or transfer of such shares of such a business
118 corporation is not completed within the prescribed time period,
119 such shares may be canceled by the corporation and the holder
120 shall have no further interest or rights of a shareholder of the cor-
121 poration other than the right to receive an amount equal to the fair
122 value of such shareholder’s shares under subsection, unless other-
123 wise provided in the articles of organization, by-laws or said
124 shareholder agreement.
125 (4) Nothing herein shall affect the obligations of such a busi-
126 ness corporation to a shareholder whose interest in the corporation
127 is terminated hereunder with respect to compensation, benefits or
128 other matters accrued prior to such shareholder’s termination or
129 disqualification
130 (5) During the pendency of a redemption or transfer hereunder
131 of the shares of a shareholder who is deceased, disabled or incom-
132 petent said shares may be voted by the personal representatives of
133 such shareholder.
134 A regulating board may by rule further restrict the authority of
135 a business corporation registering under this paragraph (i) to issue
136 or transfer shares, but no such rule shall have the effect of causing
137 a shareholder of such corporation at the time such rule becomes
138 effective to become a disqualified person
139 A shareholder of a business corporation registering under this
140 paragraph (i) may transfer shares and rights or options to purchase
141 shares of the corporation only to qualified persons, as defined
142 herein; provided, however, that subject to subsection (C) above,
143 nothing herein shall prohibit the pledge of shares of such corpora-
144 tion to a disqualified person or the transfer of such shares by oper-
145 ation of law or court decree to a disqualified person
146 Nothing herein shall prevent a business corporation registering
147 under this paragraph (i) from adopting other restrictions on the
148 transfer of its shares or requiring that transferees be approved by
149 its shareholders or directors under provisions of its articles of
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150 organization, by-laws or an agreement binding on all of its share-
holders.151

152 Every certificate issued representing shares of a business corpo-
ration registering under this paragraph (i) shall state thereon in
bold print that the shares represented thereby are subject to restric-
tions on transfer imposed hereby and any further restrictions on
transfer imposed by the appropriate regulating board or boards
from time to time pursuant to this chapter.

153
154
155
156
157
158 Application for such registration shall be made upon the affi-

davit of an officer, director or shareholder of such corporation
who is a certified public accountant registered under section
eighty-seven AVi and who holds a valid biennial license issued
under section eighty-seven B. The board shall in each case deter-
mine whether the applicant is eligible for registration.

159
160
161
162
163

A business corporation which is so registered and which holds a
valid biennial license issued under section eighty-seven BV2 may
use the words “certified public accountants” or the abbreviation of
or the corporation with its corporate name. Notification shall be
given the board within ninety days after the admission to or with-
drawal of an officer, director or shareholder from any business
corporation so registered, and after the commencement or termina-
tion of an officer’s, director’s or shareholder’s personal and reg-
ular practice of public accounting in this state as a member
thereof. The board shall collect a fee for the registration of such a
business corporation

164
165
166
167
168
169
170
171
172
173
174

(j) The board shall revoke the registration of a partnership,
including a registered limited liability partnership or limited lia-
bility company, or a professional or business corporation regis-
tered as certified public accountants under this section, or
corresponding provisions of prior law or as public accountants
under the laws of the commonwealth if at any time it does not
have all the qualifications prescribed by the provisions of law
under which it qualified for registration, and the board may revoke
or suspend any such registration of a partnership, including a reg-
istered limited liability partnership or limited liability company, or
a professional or business corporation or may revoke, suspend or
refuse to renew any biennial license issued to such partnership,
including a registered limited liability partnership or limited lia-
bility company, or professional or business corporation so regis-

175
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183
184
185
186
187
188
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189 tered for any of the causes enumerated in section eighty-seven D
190 and for the following additional causes:
191 (1) the revocation or suspension of the certificate, registration
192 or biennial license of any partner or any officer, director, share-
-193 holder, member or employee thereof;
194 (2) the cancellation, revocation, suspension or refusal to renew
195 the authority of the partnership, including a registered limited lia-
-196 bility partnership or limited liability company, or the professional
197 or business corporation or any partner or officer, director, share-
-198 holder, member or employee thereof to practice public accounting
199 in any other state, for any cause other than failure to pay a regis-

-200 tration fee in such another state.

1 SECTION 7. Section 87C of said chapter 112, as so appearing,
2 is hereby amended by inserting after the word “partnership”, in
3 line 141, the following words:—, including a registered limited
4 liability partnership, registered pursuant to the laws of any state,.

1 SECTION 8. Said section 87C of said chapter 112, as so
2 appearing, is hereby further amended by striking out, in lines 150
3 and 151, the words “professional corporation registered under the
4 provisions of paragraph (g)” and inserting in place thereof the fol-
-5 lowing words:— limited liability company, professional or busi-
-6 ness corporation registered pursuant to, paragraphs (g), (h) or (i).

1 SECTION 9. Said section 87C of said chapter 112, as so
2 appearing, is hereby further amended by adding the following
3 paragraphs:—
4 (e) A business corporation engaged within the commonwealth
5 in the practice of public accounting may register with the public
6 accountants administrative committee as a corporation of public
7 accountants; provided, however, that each officer, director or
8 shareholder personally and regularly engaged within the com-
-9 monwealth in the practice of public accounting as a member

10 thereof, is a certified public accountant registered under section
11 eighty-seven AVior a registered public accountant under section
12 eighty-seven C and holds a valid biennial license issued under
13 section eighty-seven C and holds a valid biennial license issued
14 under section eighty-seven B Vi\ and, provided further, that the
15 corporation complies with the restrictions and transfer of shares
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16 and validity of proxies and voting trusts set forth in section eighty-
-17 seven B'/z, paragraph (i). Application for such registration shall be
18 made upon the affidavit of an officer, director or shareholder who
19 meets the requirements of this paragraph.
20 The public accountants administrative committee shall in each
21 case determine whether the business corporation is eligible for
22 registration. A business corporation which is so registered and
23 which holds a valid biennial license issued under section eighty-
-24 seven BVz may use the words “public accountants” or the abbrevi-
-25 ation “PA” in connection with its corporate name. Notification
26 shall be given said committee within ninety days after the admis-
-27 sion or withdrawal of an officer, director or shareholder from any
28 business corporation so registered, and after the commencement or
29 termination of any officer’s, directors or shareholder’s personal
30 and regular practice of public accounting within the common-
-31 wealth as a member thereof. The committee shall collect a fee for
32 the registration of such a business corporation.
33 (f) A limited liability company registered pursuant to the laws
34 of any state engaged within the commonwealth in the practice of
35 public accounting may register with the public accountants admin-
-36 istrative committee as a limited liability company of public
37 accountants; provided, however, that each member thereof person-
-38 ally and regularly engaged within the commonwealth in the prac-
-39 tice of public accounting is a certified public accountant registered
40 under section eighty-seven A'/z or a registered public accountant
41 under section eighty-seven C and holds a valid biennial license
42 issued under said section eighty-seven B'/z. Application for such
43 registration shall be made upon the affidavit of a member who
44 meets the requirement of this paragraph.
45 The public accountant’s administrative committee should in
46 each case determine whether the limited liability is eligible for
47 registration. A limited liability company which is registered and
48 which holds a valid biennial license issued under section eighty-
-49 seven B'/z may use the words “public accountants” or the abbrevi-
-50 ation “PA” in connection with its company name. Notification
51 shall be given said committee within ninety days after the admis-
-52 sion to or withdrawal of a member from any limited liability corn-
-53 pany so registered, and after the commencement or termination of
54 any member’s personal and regular practice of public accounting



1996] SENATE No. 2314

55 within the commonwealth as a member thereof. The committee
56 shall collect a fee for the registration of such a limited liability
57 company.

1 SECTION 10. Section 87C‘/2 of said chapter 112, as so
2 appearing, is hereby amended by inserting after the word
3 “director,”, in line 93, the following word:— member,.

1 SECTION 11. Section 87D of said chapter 112, as so
2 appearing, is hereby amended by inserting, after the word “offi-
-3 cers”, in line 33, the following word:— members,.

1 SECTION 12. Said section 87D of said chapter 112, as so
2 appearing, is hereby further amended by inserting after the word
3 “officer,”, in line 62, the following word;— member,.

1 SECTION 13. Said section 87D of said chapter 112, as so
2 appearing, is hereby further amended by inserting after the word
3 “are”, in line 74, the following word:— members,.

1 SECTION 14. Said section 87D of said chapter 112, as so
2 appearing, is hereby further amended by inserting after the word
3 “former”, in line 76, the following word:— members,.

1 SECTION 15. Section 87E of said chapter 112, as so appearing,
2 is hereby amended by inserting after the word “a”, in line 2, the
3 following word:— member,.

1 SECTION 16. Said section 87E of said chapter 112, as so
2 appearing, is hereby further amended by inserting after the word
3 “surviving” in line 11, the following word:— members,.

1 SECTION 17. Said section 87E of said chapter 112, as so
2 appearing, is hereby further amended by inserting after the word
3 “new”, in line 12, the following word:- members,.

1 SECTION 18. Said section 87E of said chapter 112, as so
2 appearing, is hereby further amended by inserting after the word
3 “any”, in line 25, the following word;— member,.
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1 SECTION 19. This act shall take effect on January first, nine-
-2 teen hundred and ninety-six.
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