
HOUSE BILL NO. 257 

INTRODUCED BY RAMIREZ, FAOO 1 SPAETH 

BY REQUEST OF '1'BB SBCRETARY OF STATE 

' January 15, 1983 

January 25, 1963 

January 26, 1983 

January 27, 1983 

January 28, 1983 

January 29, 1983 

January 31, 1983 

March 19, 1983 

March 22, 1983 

March 24, 1983 

March 24, 1983 

IN THE HOUSE 

Introduced and referred to 
Committee on Judiciary 

Coamittee recommend bill do 
pass as amended. Report 
adopted. 

Bill printed and placed on 
members' desks. 

Second readinq, do pass. 

Cona.i.dered correctly 
en<}rosaed. 

Third readinq, passed. 
Transmitted to Senate. 

IN THE SSNATB 

Introduced and referred to 
Committee on Judiciary. 

Committee recommend bill be 
concurred in. Report 
adopted. 

Second readinq, concurred in. 

Third readinq, concurred in. 
Ayes, 491 Noes, 0. 

IN THE BOOSE. 

Returned to House. 



March 25, 1983 Sent to enrolling. 

Reported correctly enrolled. 

-2-



-, reg I s1·ature LC 0668/01 

1 

2 

3 

" 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

zz 
23 

z" 
25 

~-IIILLNO.~ 
BY R(Amt44'], FM<"4> ·~ 

BY REQUEST THE SECRETARY OF STATE 

_,_;t INTRODUCED 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ADOPT THE AMERICAN 

BAR ASSOCIATION'S MODEL ACT ON PROFESSIONAL CORPORATIONS AND 

REPEAL THE LAIIS REGULATING CORPORATIONS THAT RENDER 

PROFESSIONAL SERVICES; REPEALING SECTIONS 35-~101 THROUGH 

35-.. -107, 35-~201 THROUGH 3~20.., AND 35-.-211 THROUGH 

35-..-216o MCAo" 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Short title. [Sections 1 through 25] aaj be 

c1ted as the •Montana Professional Corporation Act•. 

section z. Definitions. As used In [sectlens 1 through 

25)• ~nless the context otherwise requires. the ~ollowlng 

definitions apply: 

(1) •Disqualified person• 8eans any natural persono 

corporation• partnership, fiduciary, trust, association, 

govern•ent agency, or other entity that for any reason Is or 

becoaes ineligible under (sections 1 through 25) to own 

shares is~ued by a professional corporation. 

CZ) •Foreign prof'ess I anal corporation• .-eans it 

corporation for profit organized for the purpose of 

rendering professional services under a law other than the 
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laws of this ~tate. 

(3) "'Licensing authorl~y• Mans an efftc:ero boarcl, 

agency, court. or other authority In this state that has the 

power to Issue'" license or other legal ·authorization to 

render a professional serYlce. 

1•1 •Professions~ corporation• or •do-stic 

pro~esslonal corporation• .. ans a corporation for profit 

subject to the provisions of [sections 1 through 25)• except 

a foreign professional corporation. 

(5) •Professional service• Mans any serv.ice that ~~ay 

1 awfully be· rendered only by persons Hcensed under a 

licensing law of this state and that aay not lawfully be 

randered by a corporation organized under the Montana 

Business Corporation Aet. 

(6) •Qualified person• .. ans a natural person. general 

partnership, or professional corpora~ion eligible under 

[sections 1 through 25] to own shares Issued by a 

professional corporation. 

Section 3. Application to existing corporations. Ill 

[Sections 1 through 25] apply to each professional 

corporation organized prior to october 1• 1983. If such a 

corporation Is required to a.end Its corporate na.a or 

purposes to comply with [sections 1 through 25)• I~ shall 

deliver one dUly executed original and one copy of articles 

ol' aa~end•ent or restated articles of incac~ration 
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con~afning such a•end•ents to the secretary of state 

90 days after October 1, 1983. 

within 

(Z) Any corporation that is not a professional 

corporation aay beco .. subject to [sections 1 through 25) by 

del t-ver i ng to ~he secretary · of state one duly executed 

original and one .copy of articles of a~Mndtlent or restated 

articles of incorporation stating that the corporation 

eJects to becoae subject to (sections 1 through 25} and 

conta·Jning such aMenctw.nts of its corporate na- or purposes 

as are required to ca.pJy·Mith (sections 1 through 25]. 

Section 4. Application of the Montana BUsiness 

Corporation Act. The Montana Business Corporation Act 

applies to professional corporations, do.astic and forelqn• 

except to the extent its provisions are inconsistent with 

[sections 1 through 25]• 

Section 5. Regulatorr authorities. No professional 

corporation, do~s~ic or foreign• .ay begin to render 

professional servlcas In' this state until It has filed a 

copy of Its articles af Incorporation with each licensing 

authority·havlng jurisdiction of a type of professional 

service described In its-· articles of incorporation. Nothing 

in (se~tions 1 through 25) restricts or ll•its the authority 

or duty of a licensing authority with respect to natural 

persons rendering a prafesslonal service wlthln the 

jurisdiction of the licensing authority or any Jaw or rule 
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pertaining to standards of professional conduct. 

Section 6. Purposes of corporation. Professional 

corporations may be organtzed under [sections 1 through £S) 

only for the purpose of rendering pra~essianal services and 

se~vices ancillary thereto within a single profession• 

except that a professional corporation •ay be incorporated 

for ~he purpose of rendering pro~essional services within 

bro or more prof&s-s Ions and for any purpos·e or purposes for 

which corpora~ions •ay be organized under the "ontana 

Business Corporation Act to the extent that such COMbination 

of oro'fessional· purposes or professional and business 

purposes Is per•itted by the licensing Jaws and rules of 

this state appl·icable to such professions. 

Section 7• Prohibited activities. A prof"ess Jonal 

corporation may not engage In any profession or business 

other than the profession or professions and business 

per•ltted by its articles of Incorporation. 

Section 8• General p•ers. c 1) A prof'essional 

corporation has the powers enumerated in the Montana 

Business Corporation·Act, ·except· that it aay be a promoter• 

general partner. •a.berw asSociate• or unager only af a 

partnershiP• joint venture, trust• or other enterprise 

engaged only In rendering professional services or carrying 

on business per-.ltted by the articles of incorporation of 

the professional corporation. 
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(21 A prof'esslonal corporation -y Invest. Its funds In 

real ••~ate. ~rtgages, stocks• bonds, or any other· type of 

invest•ent• 

Section 9. Rendering services. A professional 

corporation• do.estlc or foreign• .ay render professlaaal 

services In this state only through natural persons 

permitted to render such services In this state; however. 

nothing In [sections· 1 through 25] requires any person 

eaployed by a professional corporation to be licensed to 

perfor• services for vhlch no license Is otherwise required 

or prohibits the rendering of professional services by a 

licensed natural person acting In his Individual capacitY• 

""en If such person is a shareholder, director• officer, 

eaployee, or agent of a professional corporation• do-stlc 

or foreign. 

Section 10o Responsibility for services. (1) An 

individual Who renders professional services as an a.ployee 

of a doaestic or foreign prof'esslonal corporation Is liable 

for aroy negligent or wrongful 01ct or o•lssion In which he 

personally participates to the sa- extent as If he had 

rendered such services as a sole practitioner. An .. ployee 

of a professional corporation Is not liable for the conduct 

of other eaployeas unless he is at fault in appointing, 

superviSing• or cooperating with theeo 

(2) A doaestlc or foreign professional corporation 
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whose eaploy .. perfor•s professl-1 services .within the 

scope of his eaployaent or apparen~ authority to act for ~he 

corporation Is liable to·the sa•e extent as that e.ployee. 

(3) Except as otherwise provided by statute, the 

personal liability of a shareholder of a doaastic or foreign 

prof'asslonal corporation Is no greater In any respect than 

that of a sha~eholder of a corporation organized under the 

Montana Business Corporation Act. 

Section 11. Relationship to clients or patients 

priYil aged co..,.nlcOitlonso (1) The relationship between an 

individual perfor•lng pro•esslonal services as an eaployee 

of a·pro~essfonal corporation, do .. stlc or foreign• and a 

client or patient is the saae as If the Individual perforaed 

such s·ervlc:es as a sole practitioner. 

(21 The relationship between a professional 

corporation, doaestlc·or foreign• perf'or•lng professional 

&ervices and the client or patient is the sa•e as between 

the client or patient and the Individual perfor•lng the 

ser-vices. 

(3) Any privilege applicable to coa.unicatlons between 

a person rendering- pro~esslonal services and the person 

receiving the services recognized under the statutory or 

co811on Jaw of this state extends to a professional 

corpora~ion• do.estfc or foreign. and Its employees. 

Section 12• Corporate name. The na•a of a do.astic or 
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fort!Jofgn p-ro.,.esslonal corporat.ion: 

(1) aust contain the words -professional corporation• 

or the abbreviation •p.c.•; 

(2) •ay no~ contain any word or phrase ~hat Indicates 

or l~lles that the corporation Is organized ror any purpose 

other than the purposes contained In Its articles of 

Incorporation; 

C3) .ay not be the sa.e as or deceptively siailar to 

the na•e of any do•estic eorporation existing under the laws 

of this state, any foreign corporation authorized to 

transact business in this state, a na .. the exclusive right 

to Which Is reserved In the •anner provided in the Montana 

Business Corporation Act. or the na.e of a corporation that 

has in effect a registration of its corporate naae as 

provided in the Montana Business Corporation Act. Thi.s 

subsection does not apply if: 

(a} the sl•narlty results froa the use In the 

corporate na.e of personal na.es of shareholders or for.er 

sharehol'ders or of natural persons who were associated wl th 

a predecessor entity; or 

Cb) the corporation files with the secretary of state 

either the written consent of suc:h other corporatiOft or 

holder o~ a reserved or regtstered na88 to use the sa.e or a 

decept1YB1 y si•llar na .. and one or •ore words are added to 

make such na•a~ distinguishable froa such other na.e or a 
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cart·lf"i ad copy of" a ff nal decree o~ a court of co•petent 

jurisdiction establishing the prior right o~ the corporation 

to the use of the na .. in this state; and 

(41 aust confor• to rules proaulgated by a licensing 

authority having jurisdiction of a professional service 

described In the articles of incorporation of the 

corporation. 

Sectfon 13. Directors and officers. At least one-half 

of the combined directors and of'fi·cers of a professional 

corporation• other than ~he secretary and the treasurer• 

.ust be quall~ied persons with respect to the corporation. 

Section 14-. Issuance and transfer o-f shares. (lJ A 

prof'essional corporation .ay issue shares, fractional 

shares~ and rights or options to purchase shares only ~o: 

(a) natural persons authorized by law of thJs or any 

other state• a territory of the United States. or the 

District of Columbia to render a professional service 

peraltted by the articles of i.ncorporat ion of the 

corporation; 

(b) general partnerships in which all the partners are 

authorized by law of tbts or any other state~ a terrftory of' 

the tJni'ted States, or ~he Distr-ict of Colu-.bia to render a 

profess I"Onal service per• I ttad ~ by the articles of 

inc-orporation and in whit::h at least: one partner Is 

author·ized by law in ~his state to render a professional 
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ser•lce per•ltted by the articles of Incorporation of the 

corporat.lon; and 

fc) professional corporations. -stlc or forei!JQ•, 

authorlzed by law In this state to render a professional 

ser.lce per•itted by the articles of Incorporation of the 

corporation. 

(2) The llcenslnq authority .ay by rule further 

res'trl ct or concH ti on the issuance of- shares In order to 

pre!lwve ethical standards• but no rule .ar cause a persan 

holding shares at the tl .. the rule becoaes effectiYe to 

become a disqualified person. 

(3) A shareholder of a professional 'COrporation •ay 

transfer or pledge, shares. fractl onal shares. and rights or 

options to purchase shares of the corpo~ation only to 

natural persons. general ·partnef"shipsw and pro'fessiona1 

corporations qualified to hold shares Issued directly to 

the• by the corporation. This subsection does not prohibit 

the transfer of shares of a professional corporation by 

operation of law or court decree. 

(It) Each certificate representing shares of a 

professional corporation IIUSt state conspicuously upon it.s 

face t.hat the shares are subject to restrictions -on transfer 

ieposed by [sections 1 through 25] and to restrictions on 

transfer leposed by the licensing authority pursuant to 

[sections 1 through 25). 

-9-

1 

z 
3 

• 
5 

6 

7 

8 

9 

10 

11 

12 

13 

1~ 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2"t 

Z5 

LC 0668/01 

(5) Any Issuance or transfer of shares In Yioliltlon of 

this section or a rule pr011Ulgated under this section Is 

void. 

Section 15. Corporauon•s right to acquire Its own 

shares. A professional corporation •ay purcbas• its own 

shares fro. a disqualified person Mlthout regard to the 

aYallabllit1 of capital or surplus for such purchase; 

however• no purchase of or pay .. nt for Its own shares aey be 

eade at a ti8e When the corporation ,,h- lnsol- or If 

purchase ar ·pay~ would .ake It insolvent. 

Section 16. Death or dlsq••Hficatlon of a 

shareholder. (1) Upon the death of a shareholder of a 

professional corpora"tlot1 or If a shareholder of a 

profes.,lonal corporation bec001es a disqualified person or If 

shares of a professional corporation are trans~erred by 

operation of law· or court decree to a dfsquali~ied person• 

the shares eay be transferred to a qualified person and if 

not so transferred .ust be purchased or redeeMed by the 

corporation to the extent that the corporation has funds 

legally available for the purchase• 

(2) If the share ~rice Is not fixed by the articles of 

Incorporation or bylaws of the corporation or by private 

agreeaentw the corporation •ust within 6 MOnths after such 

death or 30 days after such disqualification or transfer to 

a disqualified person .aka a written offer to pay for the 
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shares at a specified price considered by the corporation to 

be the fair valu• thereof as of the date of death 9 

disqualification. or transfer. The offer .ust be given to 

the oersonal representative of the estate of a deceased 

shareholder or to the dlsqualff'·fed shareholder or transferee 

and .ust be acco•panied by both a balance 5heet of the 

cerporatlon as of the latest available date and not .are 

than 12 months prior to the offer and a pro~it and loss 

stat_,.nt of tile corporation for tile lZ-.anth period ending 

on the date of the balance sheet. 

(3) If tile fair value of the shares Is agreed upon 

within 30 days after tile date of the written offer. pay.ent 

.ust be made within oO days after the date of the offer or 

within such other period as the parties fix by agraa..nt and 

upon surrender of the certificate or certificates 

rapresentfn~·such shares. Upon pa~nt the transferor ceases 

to ha.e any interest In such shares. 

(4) If tile fair Yalue is not agreed upon within 30 

days after the date of the Nritten offer. the corporation 

.ust vlthln tile next 30 days file a petition In the district 

court of the county In this state where the registered 

office of the corporation Is located, requesting that the 

fair value of such shares be ~ound and dete~•tned. If the 

corporation falls or refuses to Institute the proceeding, 

the disqualified person aay do so. The disqualified person 
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aust be aade a party to a proceeding brought by the 

corporation. and a copy of the petition .ust be served on 

the disqualified person if a resident of this state and .ust 

be served by certified mail if a nonresident• Service on 

nonresidents •ust also be aade by publication as provided by 

law. The jurisdtctfon of the court is plenary and exclusive. 

The disqualified person is entitled to judg.ant against the 

corporation for the fair value of his shares as of the date 

of d~ath• disqualification, or transfer and upon payaent of 

the judg-nt IIUSt surrender to the corporation the 

~ertificates representing the shares. The court .ay In its 

discretion order that judqaent be paid In lnstall~nts 

deter•ined by the court· and aay appoint one or •ore persons 

as appraisers to receive evidence and reco ... nd a decision 

on the question of ~air value. 

(5J The judgaent ... st Include interest froa the date 

of death• disqualification. or transfer• at a rate the court 

finds equitable under the circu.stances. 

(6) The costs and expenses of a proceeding aust be 

dete,.lned by the court and either assessed against the 

corporat-ion or assessed as the court c:onslders equitable If 

the court f·lnds that an agreed share Yalue was not reached 

beeause the dlsqllall~led person vas arbitrary or vexatious 

or did not. act tn good faith. Expenses Include reasonable 

coapensatlon for and expenses of the appraisers, but do not 
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InclUde fees and expenses of counsel for and expe~s 

et1pl "'ed by ..,y party, except that l.f the court cleter•lnes 

that the fair value of shares •aterlally exc .. ds the ..aunt 

the corporation offered therefor or If no offer vas .. deo 

the court •ay award to the· dhquallfled person reas-le 

co•pensatlon for any expert eeployed by the dlsqual ffled 

person. 

(7) ·If a purchase, recte.ptlono or transfer of shares 

is not ca.pleted within 10 eonths after the death of the 

deceased shareholder or 5 eonths after the disqualification 

or transfer, the corporation shall cancel the shares on its 

books and· the disquall~ied person has no further interest as 

a shareholder other than his right under this section to 

payntent for· such shares. 

(B) ·Shares acquiTed by ·e corporation upon pa,.ent of 

their agreed value or payeent of a judg .. nt decreeing their 

fair value 10ay be held and disposed of as In the case of 

other treas-ury shares. 

f9) This section does not apply to shares of a 

disqualified person if the period of disqualification is 

less than 5 months. 

(10) Any provision regarding purchase, red .. ption~ or 

transfer of shares of a professional corporation contained 

In the articles of incorporation, the bylaws, or any p~ivate 

agr ... ent is specl~lcallr enforceable in the courts of this 
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state. 

(11) Tttls sectt on does 

professional corporation fro. 

~ prevent or relieve a 

payh•g pension benet"lts or 

othe~ de~erred co•pensation for services rendered to or on 

behalf of a for.er shareholder as otherwise per•ltted by 

1-· 
Section 17• A....,d•- ~of articles of' Incorporation by 

personal representative of sole shareholder•• estate. A 

personal representative, guardian, conservator• or receiver 

of the estate of" a shareholder of a professional corporation 

who holds all of" the outstanding shares of the corporation 

••Y aaend the articles of incorporation by signing a written 

consent to aaend•ent. The articles of amend-nt -.st be 

executed In duplicate by the personal representative, 

guardian, conservator, or receiver and by the secretary or 

assistant secretary of the corporation, verl~ied by .one of 

the persons signing the articles, and .ust set forth: 

(1) the name of-the corporation; 

(2) the amend-.nts adopted; 

f3) the date of adoption of the aaend .. nts; and 

(~) the nuaber of shares outstanding. 

Section 18. Proxies and voting trusts. No proxy tor 

shares of a professional corporation is valid unless ·given 

to a quali~ied person. A voting trust for shares of a 

professional corporation Is invalid unless all trustees and 
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beneficiaries are qualjfied persons, except that a voting 

trust ts valid for 10 •onths after the death of a deceased 

beneficiary or for 5 .anths a~ter a beneficiary has beco~ a 

disqualified person. 

Section 19. Merger and 

corporation .ay ~rge or 

consolidation. A professional 

consolidate with another 

corporation. do.estic or ~oreign• only if every shareholder 

of each corporation Is qualified to be a shareholder of the 

surviving or new corporation. If the surviving or new 

corporation· will render professional services in this state, 

it shall co•ply with [sections 1 through 25]. 

Section 20. Ter•ination of- a11 professional services. 

If a professional corporation ceases to render professional 

se,-vi.::es, it shal-l a.end It'S articles of incorporation to 

delete fro• Its stated purposes the rendering 

pro'fesslonal·serwlces and to confor• Its corporate na-

of 

to 

the requl·r-..t.s of the Montana Business Corporation Ac.t.. 

The corporation .ay then continue in existence as a 

corporation under the Montana 8Uslness Corporation Act and 

Is no longer subject to [sections 1 through 25]• 

Section 21. Involuntary dissolution. A professional 

corporation •ay be· dlssolv~ involuntarily by·a decree of 

the district court. ln an action filed by the attorney 

general In 10hlch It Is established that the corporation has 

failed to co~l y with any pr-lslon of (sections 1 through 
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25] 9 within 60 days after receipt of written notice to 

co•ply. The licensing authority and secretary of state shall 

certify to the attorney general, froa tl•e to ti~• the 

naaes of all corporations that have given cause for 

involuntary dissolut.fon• together with the pertinent facts, 

and shall concurrently aail to each corporation at its 

registered of~ica a notice that such certification has been 

made• Upon the receipt of certl¥icatlon• the attorney 

generdl shall file inYo-luntary dissolution actions in the 

na•e of ~he state. 

Sectton 22. Ad•ission 

corpora~ions-- application 

of foreign 

revocation. 

p~ofesslonal 

(1) A foreign 

professional corporatio~ is entitled to a certificate of 

authority to transact busln•ss In ~his state only If: 

(a) the na.e of the corporation -s the ~equlre-nts 

of [section 12]J 

(b) the corporation is organized only for purposes for 

which a professIonal corporatIon •ay be organ I zed under 

(sections 1 through 25]; and 

(c) all the shareholders. not less than ana-half the 

directors. and all the offi·cers other than the secretary and 

treasurer o~ 'ttla corpora-t:ion are qual t-fied parsons with 

respect to the corporation. 

(2) No fore·lgn professional corporation Is entitled to 

a certificate of authority to transac~ business In this 
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state unless It aalntalns an office In this state for the 

conduct of business or professional practice. 

(3) The application for a certificate of aut..,rlty 

.ust Include a stat~nt that all the shareholders. not less 

than one-half the directors, and all the officers other than 

the secretary and treasurer are l~ensed in· at least one 

state or territory or the District of Colnlbi·a to render a 

prof'esslonal s-ervice deserfbed· in the state•nt ·of purposes 

of the corporatl on. 

(~I The certificate of autt..rlty 11ay be r...,oked by the 

secretary of state If the corporation falls to co•ply with 

any provision of (sections 1 through 25)• The licensing 

authority shall certify to the secretary of state•· fro•· ttae 

to ti •e• the na.es o'f all foreign prof·e-sslonal corporations 

that have given cause for revocation• together with the 

facts pertinent thereto. and sh~ll ·concurrently .all to each 

corporation at its regis~ered office in this state a notice 

that such certification has been aade. No certificate of 

authority of a foreign pro~essional corporation aay be 

revoked unless there has been both 60 days• notice of intent 

to revoke and a failure to corcect the nonca.pliance during 

such &0 days. 

section Z3. Annual reports end stat~tso (11 The 

annual report of each domestic professional corporation and 

each foreign professional corporation- authorized to transact 
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business In this state filed with the secretary of state 

pursuant to the Montana Business Corporation Act .ust 

Include a stat ... nt· that all the shareholders, not less than 

one-half the directors, and all the officers other than the 

secretary and treasurer of the corporation are qualified 

persons with respect to the corporation. 

(2) Financial lnfor .. tlon contained In the annual 

report of ·a· pro•esslonal corporatiOth other than the .._t 

of stated capital of the corporation, Is not open to public 

inspection; nor aay the 1icens1ng authority disclose any 

facts or information in the report unless Its official duty 

requires the lnfor.atlon to be ~~ade public or the 

inforwatlon is required for evhtence in an, criainal 

proceedlng or other action by ~his state. 

(3) Each da.astlc professional corporation and each 

fore1gn pro#essional corporation authorized to transact 

business In this state MUSt annually file before March 1 

with each licensing authority having jurisdiction ower a 

professional service of a type described In its articles of 

incorporation a state.ant of quallt•cation setting forth the 

na.es and addresses of the directors and officers of the 

corporation and such additional infor•ation as the licensing 

authority aay by rule prescribe as appropriate In 

deter•ining whether the corporation is coMplying with the 

provisions of (sections 1 through 25] and rules proaulgated 
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under (sections 1 through 25]• The licensing authority may 

charge a fee to cover the cOst of filing a state.en~ of 

qualification. 

Section 2~. Penalties. (1) A professional corporation, 

doaestic or foreign, convicted of failing to ti .. ly or 

truthfully answer written questions posed under (section 25) 

is guilty of a •I sdeaeanor ·and aay be fined not -re than 

$500. 

C 2) t:ach officer and director of 

corporation, do.estic or foreign• who 

a 

Is 

professional 

convl cted of 

falling to ti•elr. truthfully• or fully answer written 

qum;tiOftS posed to hla under [sect:lon 25) or of signing any 

articles., s'tate-nt., report., applIcation., or other doc.U88nt 

filed with a licensing authority knoviqg It to be false In 

any aaterial respect Is guilty of a aisdeaeanor and aay be 

fined not •ore than ssoo. 

Section 25. Interrogatories by licensing authority. 

(11 ·A· licensing authority of tills state -y pose to any 

professional corporation. douestic or foreign• organized to 

practice a profession within the jurisdiction of the 

licensing authority and to any officer or director of the 

corporation such written questions as are reasonably 

necessary and proper to enable the licen&tng authority to 

coaplled with ascertain vhether the co~poratlon has 

[sectlons 1 through 25]. ll~ltten questions aust be answered 
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within 30 days after aalling or within such additional ti.e 

as may be fixed by the licensing authority. Answers .ust be 

co•plete• In writing, and under oath. Written questions 

directed to an individual must be answered by hi•• and 

written questions directed ~o a corporation .ust be answered 

by the president, vice president, secretary, or assistant 

secretary. The licensing authority shall certify to tne 

attC"rney general, for such act I on as the attorney general 

considers appropriate, all written questions and 

disclosing a violation of [sections 1 through 25]. 

answers 

(2) Written questions and answers are not open to 

public oinspection; nor aay the licensing authority disclose 

any facts or infor•atfon -obtained unless Its offi-cial duty 

requires that the facts or information be aade pubHc or the 

Mrit~en que~tlons or answers are required evidence in a 

crl•lnal procaedJn·g or other action by this state. 

Section 26. Repealer. Sections 35-4-101 through 

35-+-107• 35-+-201 through 35-+-204• and 35-4-211 through 

35•+-216• MCA• are ~epeal&do 

Section 21. Saving c1ausa. This act does not affect 

rights and duties- that· .atu~ed• penalties that -re 

incurred., or proceedings that were begun before (the 

effective date of this act]. 

Section 28. Seve~ablllty. lf a part of this act is 

Invalid• all valid pa~ts that are severable froa the invalid 
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1 part re.aln In effect. If ·a part of this act Is Invalid In 

Z one or 80re of Its applications• the part reaains In effect 

3 In all valid applications that are severable fro. the 

4 invalid applications• 

-End-
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HOUSE BILL HDo 251 

INTRODUCED BY RAKIREZo FAGGt SPAETH 

BY REQUEST Of THE SECRETARY OF STATE 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ADOPT THE AKERICAN 

BAR ASSOCIATION'S KDDEL ACT ON PROFESSIONAL CORPORATIONS AND 

REPEAL THE LAWS RE~LATJNG CORPORATIONS THAT RENDER 

PROFESSIONAL SERVICES; REPEALING SECTIONS 35~-I01 THROUGH 

35-~-107o 35-4-201 THROUGH 35-4-204t AND 35-4-211 THROUGH 

35-4-216, HCA.• 

BE IT ENACTED BY THE LEGISLATURE OF TKE STATE OF KONTANA: 

Section 1. Short title. [Se~tions 1 through Z5] •ay be 

cited as the •Montana Professional Corporation Act•• 

Section z. Definitions. As used in [~ections 1 thro~gh 

25], unless the context otherwise requirest the following 

definitions apply: 

11) •Disqualified person• •eans any natural persont 

corporation• partnership, fiduciary, trust, association. 

govern•ent agency. or other entity that for any reason is or 

Decoees ineligible under (sections 1 through 25] to own 

shares issued oy a prof~ssional corporation. 

(Z, "Foreiyn professional 'or porat. i on• .-eans a 

corporation for profit organized for the pur~ose of 

rendering professional services under d law other than the 
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laws of this state. 

(3) "licen&ing authority• ~ans an officer, board, 

agency, court9 or other authority in this state that has the 

power to issue a license or other legal authorization to 

render a profes5iona1 ~ervice. 

_(It) •Protessional corporation• or •dCM8estic 

professional corpo~ation• aeans a corporation for profit 

subject to the provisions of [sections 1 through 25)9 except 

a foreign professional corporation. 

(5) "Professional service• means any service that May 

lawfully be rendered only by pecsons licensed under a 

licensing law of this sta~e and that •av not lawfully be 

rendered by a corporation organized under the Montana 

Business Corporation Act·. 

t6t •Qualified person• -.ans a natural person. general 

partnership, or professional corporation eligible under 

(sections 1 through 25] to own shares issued 

professional corporation. 

by a 

Section 3. Application to existing corporations. (1) 

[Sections through 25] upply to each professional 

corporation organized prior to October l• 1983. If such a 

'orporation is required to a~end its corporate na.e or 

purpos&s to comply with [sections 1 through 25)t it shall 

deliver one duly executed original and one copy of articles 

of an1endment or restated articles of incorporation 
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containing such amendments to the secretary of state within 

90 days after OCtober 1, 1983. 

1 2) Any corporation that is not a professional 

corporation •ay beco~e subject to (sections 1 through lS) by 

delivering to the secretary of state one duly executed 

original and one copy of articles of amendment or restated 

articles of incorporation stating that the corporation 

elects to become subject to [sections 1 tnrough 25] and 

containing such amend•ents of its corporate name or purposes 

as are required to comply with [sections 1 through 2S]. 

Section ~. Application of the Montana Business 

Corporation Act. The Nontana Business Corporation Act 

applies to professional corporations, do•estic and foreign• 

except to the extent its provisions are inconsistent with 

[aectlons 1 th•ough 25]• 

Section 5. Regulatory authorities. No tJrofess I on a 1 

corporation~ dome~tic or foreign~ may begin to render 

professional services in this state until it has filed a 

copy of its articles of incorporation with each licensing 

authority having jurisdiction of a type of profe.ssional 

service described In its articles of incorporation. Nothing 

in [sections 1 through 25] restricts or limits the authority 

or duty of a licensing authority Nith respect to natural 

persons rendering a professional service Nithin the 

jurisdiction of the licensing authority or any law or rule 
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pertaining to stanoards of professional conduct. 

Section 6. Purposes of corporation. Professional 

corporations •ay be organized under [sections 1 through 25] 

only for the purpose of rendering professional services and 

services ancillary thereto within a si~gle profession, 

except that a professional corporation may be incorporated 

for the purpose of rendering professional services within 

two or more professions and for any purpose or purposes for 

Nhich corporations May be organized under the Montana 

ausiness Corporation Act to the extent that such coMbination 

of professional purposes or professional and business 

purposes is per•itted by the licensing laws and 

this state applicable to such professions. 

rules of 

Section 1. Prohibited activities. A professional 

corporation .ay not engage 1n any profession or business 

other than the profession or professions and business 

permitted by its articles of incorporation. 

Section e. General powers. ( l) A professional 

corpora~ ion has the po~ers enu.erated in the Montana 

&usiness Corporation ~ct, except that it •ay be a proaoter, 

general partner, •e•ber. associate~ or manaqer only of a 

partnership, joint venture, trust, or other ente~prise 

engaged only in rendering professional services or carrying 

on business per•itted by the articles of incorporation of 

the professional corpo~ation. 

-'t- HB Z57 
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(2) A professional corporation .ay invest its funds in 

real estate, .artgagest stockst bonds, or any other type of 

i nvest11ent. 

Section 9. Rendering services. A professional 

corporation,. Ootaestic or forelgnt •ay render 'professional 

services in this state only through natuntl persons 

per•itted to render such servicas in this state; however, 

nothing in [sections 1 through 25] requires any person 

employed by a professional corporation to be licensed to 

perfor• services for which no license is otherwise required 

or prohibits the rendering of professional services by a 

licensed natural person acting in his individual capacity• 

even if such person is a shaceholder, director, officer, 

eMployee, or agent of a professional corporation, domestic 

or foreign. 

Section 10. Responsibility for services. (11 An 

individudl who renders professional services a~ an employee 

of a doaestic or foreign professional corpora~ion is liable 

' 
for any negligent or wrongful act or omission in Nhlch he 

personally participates to the sa•e extent as if he had 

rendered such services as a sole practitioner. An employee 

of a professional corporation is not liable for the conduct 

of other employees unless he is at fault in appointing, 

supervising, or cooperating with them. 

(2) A do•estic or foreign professional corporation 

-5- HB 2>7 

2 

3 

, 
5 

6 

1 

9 

9 

10 

11 

1Z 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

!ill OZ57/02 

whose e~loyee perfor•s professional services within the 

scope of his e•ployment or apparent authority to act for the 

corporation is liable to the sa.e extent as that .. ployee. 

(3) Except as othe~wise provided by statute, the 

personal liability of a shareholder of a do•esttc or foreign 

professional corporation Is no greater in any respect than 

that of a shareholder of a corporation organized under the 

Montana Business torporatlon Act. 

Section ll• Relationship to clients or patients 

privileged co•munications. Cl) The relationship between an 

individual perfo~ming professional services as an e~loyee 

of a professional corporation. do•estic or foreign, and a 

client or patient is the sa•e as if the individual performed 

such servicea as a sole practitioner. 

(2) The relationship between a professional 

corporation, dOMestic or foreign, perfor•ing professional 

services and the client or patient is the same as between 

the client or patient and the individual performing the 

services. 

(3) Any privilege applicable to co .. unicatioos between 

a ~er~on rendering professional services and the person 

receiving the services recognized under the statutory or 

com11on 1 aw of this state extends to a professional 

corporation. domestic or foreign, and its e~ployees. 

Section 12. corporate name. The name of a do•estic or 
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foreign professional corporation: 

(1, must contain the words 11 professiona1 corporation• 

or the abbrevia~ion •p.c.•; 
(2t •ay not con~ain any word or phrase tnat indicates 

or i•pl ies that the corporation is organized for any purpose 

other than the purposes contained in Its articles of 

incorporation; 

[3) may not be the sa•e as or deceptively siMilar to 

t.IJJ.--A~IUIEll...-&.lllliU~AIIE • L I MIIEQ_fA&IJialHIP NA!IE, 

I.B.All.E!IA.l!.i!...L-tl&...llll.ltll.LIIA&IL&~lllE&EILIIL!ES~IL..lllll:L-Itlf 

SEI;&UAJU___llf_._S!AIE_.ti&_I.Q the na•e of any do...,stic 

corporation existing under the laws of thls state. any 

foreign corporation authorized to transact business in this 

state, a na~ the exclusive right to which is reserved in 

the .anner provided in the Montana Business torporation Act, 

or the na~ of a corporation that ha5 In effect a 

registration of its corpor~~e name as provided in the 

Montana Business Corporation Act. This subsection does not 

appl)' ;f: 

(al the si•ilarity results fro• the use in the 

corporate na.e of personal na•es of shareholders or forMer 

shareholders or of natural persons who were associated with 

a predecessor entity; or 

(b) the corporation files with the secretary of state 

either the written consent of such other corporation or 
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holder of a reserved or registered name to use the sa•e or a 

deceptivet·y similar name and one or more words are added to 

make such na•e distinguishable froa such other na•e or a 

certif~ed copy of a final decree of a court of co•petent 

juri~diction establishing the prio~ ~i9ht of the corporation 

to the use of the name in this state; and 

(4) aust confor• to rules promulyated by a licensing 

authority 

described 

having jurisdlc~ion of 

in the articles of 

corporation. 

a professional service 

incorpor-ation of the 

Section 13. Directors and officers. At least one-half 

of the coabined directors and otfrcers of a ~rofessional 

corporation. other than the secretary and the treasurerw 

•ust be qualified person$ with respect to the corporation. 

Section 14. Issuance and transfer of shares. fl) A 

professional corporation may issue shares, fractional 

shares. and rights or options to purchase shares only to: 

(a} natural persons authorized by la• of this or any 

other state, a territory of the United States. or the 

District of Columbia to render a professional service 

per•itted br the articles 

corporation; 

of incorporation of the 

(bl general partnerships in which all the partners are 

authorized by law of this or any other state, a territory of 

the United States. or the District of Columbia to render a 

-8- HB 257 



1 

2 

3 

" 
5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

20 

21 

22 

23 

24 

25 

H8 OZ57/02 

professional service perMitted by t.he articles of 

incorporation and in ~hich at least one partner is 

authorized by law in this state tO render a professional 

servlce per•itted by the articles of incorporation of the 

corporation; and 

(c) professional corporations. do.estic or foreign• 

authorized by law in this state to render a professional 

service permitted by the articles of incorporation of the 

corporation. 

(2) The licensing authority •ay by rule further 

restrict or condition the issuance of shares In order to 

preserve ethical standards9 but no rule aay cause a person 

holding shares at the ti•e the rule beco•es effective to 

becoae a disqualified person. 

(3) A shareholder of a professional corporation .ay 

t~ansfer or pledge shares, fra~tional shares, and rights or 

options to purchase shares of the corporation only to 

natural persons, general partnerships, and professional 

corporations qualified to hold shares issued directly to 

the• by the corporation. Thia subsection doe$ not prohibit 

the transfer of shares of a professional corporation by 

operation of law or court decree. 

(~) tach certificate representing shares of a 

~rofessional corporation •ust state conspicuously upon its 

face that the shares are subject to restrictions on transfer 
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i•posed by [sections 1 through 25] and to restrictions on 

transfer iMposed by the licensing authority pursuant to 

[sections 1 through 25}• 

(5) Any issuance or transfer of shares In violation of 

this •ection or a rule pro•ulgated under this section is 

void. 

Section 15· Corporation•s right to acquire its own 

shares. A professional corporation •ay purchase its own 

shares from a disqualified person without regard to the 

availability of capital or surplus for such purchase; 

however 9 no purchase of or pay&ent for its own shares aay be 

•ade at a ti•e when the corporation is insolvent or if 

purchase or payMent would aake it insolvent. 

Section 16. Death or disqualification of a 

shareholder. (1) Upon the death of a shareholder of a 

professional corporation or if .. shareholder of a 

professional corporation beco•es a disqualified person or if 

shares of a professional corporation are transferred by 

operation of law or co~rt decree to a disqualified person, 

the shares ~ay be transf~rred to a qualified person and if 

not so transferred must be purchased or redeemed by the 

corporation to the extent tha~ the corporation ha~ funds 

legally available for the purchase. 

(2) If the s~are pri'e is not fixed by the articles of 

incorporation or bylaws of the corporation or by private 
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agreement. the corporation mus~ within 6 months after such 

death or 30 days after such disqua~iflca~ion or transfer to 

a disqualified per~on Make a written offer to pay for the 

shares at a $pecified ~rice considered by the corporation to 

be the fair value thereof as of the date of deathy 

disqualification. or transfer. The offer must be gi~en to 

the personal representative of the estate of a deceased 

shareholoer or to the disqualified shareholder or transferee 

and must be accompanied by both a balance sheet of the 

corporation as of the latest available date and not more 

than 12 Months prior to the offer and a profit and loss 

$tatement of the corporation for the 12-.anth period ending 

on the date of the balance sheet. 

(3) If the fai< value of the sha<es is ag<eed upon 

within 30 days afte< the date of the w<itten offe<• pay.ant 

must be •ada within 60 days after the date of the o~fer Or 

within such other period a~ the parties fix by agree .. nt and 

upon surrender of the certificate O< certificates 

representing such shares. Upon pay•ent the transferor ceases 

to have an1 interest in such shares. 

(~) If the fair value is not agreed upon within 30 

days after the date of the written offer. the corporation 

•ust within the next 30 days file a petition in the dis~rict 

court of the county in this state where the registered 

office of the corporation is locatedy requesting that the 
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fair value of such shares be found and determined. If the 

corporation fails or refuses to institute the proceeding, 

the disqualified pers.on aay Uo s·o. The disqualified person 

aust be •ade a party to a proceeding brought by the 

corporation, and a copy of the petition aust be served on 

the disqualified person if a resident of this state and must 

be served by certit.ied mail if a nonresident• Service on 

nonresidents •ust also be made by publication as provided by 

law. The jur""isdiction of the court Is plenary and exclusive. 

The disqualified persun is entitled to judgment against the 

corporation for the fair value of his shares as of the date 

of death9 disqualification, or transfer and upon pay.ent of 

the judgaent •ust surrender to the corporation the 

certificates representing the shares. The court .ay in its 

discretion order that judg.ent be paid in install~nts 

determined by the court and •ay appoint one or more persons 

as appraisers to receive evidence and recomaend a decision 

on the que5tion of fair value. 

(5) The judg•ent •ust include interest f<o• the date 

of deatht disqualification, or transfer, at a rate the court 

finds equitabla under the circumstances. 

(6) The costs and expenses of a proceeding Dust be 

deter•ined by the court and either assessed against the 

corpo.ration or assessed as the court considers equitable if 

the court finds that an agreed share value was not reached 
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because the disqualified person was arbitrary or vexatious 

or did not act in good faith. Expenses include reasonable 

compensation for and expenses of the appraisers• but do not 

include fees and expenses of counsel for and experts 

e•ployed by an, party, except that if the court deteralnes 

that the fair value of shares materially exceeds the aMOunt 

the corporation offered therefor or if no offer was •ade• 

the court •ay award to the disqualified person reasonable 

compensation for any expert employed by the disqualified 

person. 

(7) If a purchase, rede~tiont or transfer of shares 

is not completed within 10 •onths after the death of the 

deceased shareholder or 5 •onths after the disqualification 

or transfer, the corporation shall cancel the shares on its 

books and the disqualified person has no further interest as 

a shareholder other than his right under this section to 

pay•ent for such shares. 

(8) ~hares acquired by a corporation upon pay.ent of 

their a~reed value or payment of a judq.ent decreeing their 

fair value may be held and disposed of as in the case of 

other treasury snares. 

(9) This section does not apply to shares of a 

disqualified person if the period of disqualification is 

le5-s than 5 aonths. 

(10) Any provision regarding purchase. redemption• or 
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t'ransfer of shares of a professional corporation cont:ai ned 

in the articles of incorporation• the bylaws, or any private 

agreement is specifically enforceable In the courts of this 

state. 

a (11) This section does not prevent or relieve 

professional corporation fro• paying pension benefits or 

other deferred compensation for services rendered to or on 

behalf of a foraer shareholder as otherwise per•itted by 

law. 

Section 17. A•endMent of articles of incorporation by 

personal representative of sole shareholder•s estate. A 

personal representative, guardian• conservator. or receiver 

of the estate of a shareholder of a pro~essional corpora~ion 

who holds all of the outstanding shares of the corporation 

may aMend the articles of incorporation by signing a written 

consent to amend•ent. The articles of aaend~ent •ust be 

executed 
j 

in duplicate by the personal representative. 

guardian. conservator, or receiver and by the secretary or 

assistant secretary of ttte corporat f on, verified by one of 

the persons signing the articles, and aust set forth: 

(l) the na.e of the corporation; 

(l) the a•endments adopted; 

(3) the date of adoption of the a.endMents; and 

(4) the number of shares outstanding. 

SecLion 1a. Proxies and voting t~usts. No proxy for 
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shares of a p~ofessional corporation is valid unless given 

to a qualified person. A voting trubt for shares of a 

professional corporation is invalid unless all trustees and 

oeneficiaries are qualified persons 9 except that a voting 

trust is valid for to months after the death of a deceased 

beneficiary or for 5 •onths after a beneficiary has beco•e a 

disqualified person. 

Section 19. Merger and consol idatlon. A professional 

corporation IDay merge or consolidate with another 

corporation• do•eStic or foreign. only If every shareholder 

of each corporation is qualified to be a sharehol~er of the 

surviving or new corporation. If the surviving o.r new 

corporation will render professional services in this statet 

it shall co•ply with [sectiOAS 1 through 25]• 

Section 20. Termination of all professional services. 

If a profe~sional corporation ceases to render professional 

services, it shall amend it.s articles of incorporation to 

delete fro• its stated purposes the rendering of 

professional services and to conform its corporate na•e to 

the require-ants of the Montana Business Corporation Act. 

The corporation aay then continue in existence as a 

corporation under the MOntana Business Corporation Act and 

is no longer subject to (sections 1 through 25]. 

Section 21. Involuntary dissolution. A professional 

corporation •ay be dissolved involuntarily ~y--a--4eeree--of 
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~he--~+§~r~~~--eoe~~.--+n--an--ee~+on--f~~ed-by-~he-a~~8~ney 

geftere+-~n-w~+eh-~~-~§-es~e~+Tshe~-~a~-~he-eorpo~e~+eft--has 

fe•~ed--~e--eeMp~y-w•~~-aftt-~e¥+~+en-ef-fsee~Ton~-~-~h~G~~h 

iSiy-WY~h?ft-09-~ay~--aF~e~--~eeeTp~--of--wr+tten--n~+ee--te 

eeMp•y•-ihe-••eefte*ft!-a~~her+~y-ene-seereterr-o~-~•ete-sfte++ 

eer~~y--~o--~fte--e~•erftey--geftere•y--f~-tT.e-to-++.e•-~fte 

ne.ea--of--e~~--ee~pere~+enS--~he~--he•e--g+•en--~e~se---~or 

+nve•~n~a~r--d••se+~~eny-eegeeher-wT~h-~e-pertTnent-fee~$• 

and-~ha•+-eone~rren~+y--•e+~---e--eeeh--ee~perstTen--e~--+~~ 

pegi~~ered--~ff+ee-e-ne~•ee-~ha~-s~eh-eert+f+eet+en-hes-been 

•edee--YpeR--•ne--reee+pt--ef--eer~+f+eet+on.--tfte--attorney 

§eftere4--•he+~--fi+e--+ftwo+6n••rr-B+sso+a•+en-aet+ons-+n-~he 

,. ..... -ot-the-~hte ALfiWUUfP IN TITLE .U...-'.Ji6f.U.IL2• 

Section 22. AdMission of foreign professional 

corporations appl i cation revocation. ClJ A fo~eign 

professional corporation is entitled to a certificate of 

authority to transact business in this state only if: 

(a] the name of the corporation .eet5 the ~equire.ents 

of [$ection 12]; 

Cb) the corporation is o~ganized only for purposes for 

which a professional corporation •ay be organized under 

[sections 1 through 25]; and 

(c) all the shaTeholders, not less than one-hulf the 

directors• and al1 the officers other than the secretary and 

treasurer of the corporation are qualified persons with 
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respect to the co~poratfon. 

C2) No foreign professional corporation is en~T~~ed-~& 

lf.QUIRED to MIA.l.U a certifi'cate of authority to transact 

bu~iness in this state unless it •aintains an office in this 

state for the conduct of business or professional practice. 

(3) The application for a certificate of authority 

•ust include a state•ent that all the shareholders, not less 

than one-half the directorst and all the officers other than 

the secretary and treasurer are licensed in at least one 

state or territory or the District of Columbia to render a 

professional service described in the statement of purposes 

of the corporation. 

(4) The certificate of authority may be revoked by the 

secretary of state if the corporation fails to co•ply with 

any p~ovision of (sections 1 through 25]. The licensing 

authority shall certify to the secretary of state, from ti•e 

to timet the naMes of all foreign profeSSional· corporations 

thdt have given cause for revocation, together with the 

facts pertinent thereto. and shall concurrently mail to each 

corporation at Its registered office in this state a notice 

that ~uch certification has been made. No certificate of 

authority of a foreign professional corporation May be 

revoked unless there has been both 60 Oays• notice of intent 

to revoke and a failure to correct the nonca.pliance during 

such 60 days. 
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Section 23. Annual reports and stateaents. ll) The 

annual report of each da.estic professional corporation and 

each foreign professional corporation authorized to t~ansact 

business in this state filed with the &e~~etary of state 

pursuant to the Montana Business torpora~ion Act !MISt 

include a stateMent that all the shareholders, not less than 

one-half the directors, and all the officers other than the 

secretary and treasurer of the corporation are qualffied 

person~ with respect to the corporation. 

t~t--F~nene~e+--+nfepae-+eft--eon•a+ned--+n--~he--aftn~~ 

re,e~--ef-e-pret.5s•enet-ee~~~·••on•-o~he~-~hen-~he-aeoan~ 

••-••~es-eep+~e+-e4-•fte-eo~,e~•-••n•-+~-no~-epen-~e--,KD++e 

~nspeee+en•--ner--•ey---fte--+Teeft~+ng-eHthe~~~y-dTse+o~e-eny 

~ee••-••-+nf~.a~•e~-?n-~he-peper•-un~e~s-~~~-o~f+e+e~--da~y 

~·~~~.e~---~fte---+n~er.a~+en---~o--he--•ede--pabt+c--e~-~fte 

+nfe~Me~•eft--+•--¥e~~+red--fe~--ev+eence--T~--a~y---er~•+nel 

p~eeeed+ng-e~-~he~-eee+Oft-hy-~hT~-~~a~ew 

f3tLZl Each doMestic professional corporation and each 

foreign professional corpo~atlon authorized to transact 

bu~iness in this state must annually file before March 1 

with each licensing authority having jurisdiction over a 

professional service of a type described Jn its articles of 

incorpurotion a stat&ment of qualification setting forth the 

names and addresses of the directors and officers of the 

corporation and such additional information as the licensing 
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authority may by ru1e prescribe as apPropriate in 

detereining wnether the corpora~ion is coMplying Nith the 

provisions of [sections 1 through 25] and rules promulgated 

under [sections 1 througn 25]• The licensing authority May 

charge a fee to cover the cost of filing a state.ent of 

qualification. 

&ee~+eft-~~.--Peft&•~T~s-------tlt-----A-----profess+one+ 

ee~~ePa~•8fty-~ .. ee~+e-eP-fare+gftT-een¥Te~ed--of--fe+++n~--~a 

~+•ely--eP--~rM•h#w++y--aftswer-wr+~en-qaes~+ens-posed-ander 

fseet+on-~Si-+s-ga++~y-&f-a-.. §deeee~-end-•ey-be-fTned-no~ 

aere-~han-•S&&• 

t~t--reeh--offteer--and--dtree~r--of--e---professtonat 

e~po•e•+eny--~.ee~Te--or--tereT!n•--•ho--+s--eenv+e~~-e~ 

fe+t+ng-~o-~+•elyy--~~ueh~e••ry--or--~a++y--enswer--wr+~~en 

~~e$~+oft•--posed~e-h+.-~ftde~-fsee~+oft-~§1-or-of-s+gatft~-ony 

er~e•esy-s~~ .. ~y-repor~y-epp++e~+ony-or-o~he~--doea.-n~ 

f++ed--wi~h--a-++eens+ng-e~~heP~y-knowTft9-+~-~o-be-fa+s•-+n 

eny-~er+a•-res~-?$-9HT.ty-e+-e--+sde~after-e~d--.ay•-be 

f•ned-ft~-.ore-~han-•5ee. 

See~+an-~§.--~n~errege~or+es--by--~+een~+Rg--eu~h&~T~yr 

ttt-~-t+eeft~ng-.-~hort~y-ef-~hts--•~e~e--.ay--~ose--~o--eny 

pre.,e!!ts1oefte-l--ee...,oret=-;.e,..,.-tte.est!+e-er-ofore+gftT-o1"gan+;r:ed-t:e 

~ee•~ee--e--~refess?en--w+•~n--•h@--j~r+•dTe~+on--o~---~he 

+•eeftsTft~--·~~fter+~y--afte--•e-enr-off+ee~-or-d+ree~or-o•-t:ne 

e~pe.••~n--s~ft--wr•~~en--~e•~+ons--•s---e•e---ree~onob~ 
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neeessery--and--pro~e~--~o-eneb~e-~~e-l+een~Tng-ou~hor?•y-~o 

eseer~s~n--wfte~h~--~~e--eorpore~+on---he~---eeap+?e~---w+th 

teee~~ofte--~-~ftr~gh-~51•-W~T~~en-questTofts-•~st-~e-enswered 

w+~ft•n-~9-days-erte~-•e++~n!-er-w+•~ft-s•eft-add+ttane+-~T•e 

ae--•ey-be-fT•ed-by-~he-++eeft$Tft~-a~-horT~y•-*nswer~-.ust-be 

eo~~etey-Tft-wrT~Tngy--en~--~deP--ea~h.--wr+*~en--qae~t:T~s 

dTree-ed---•--an--tnd+w~8•••--•.s---be--an••ered-by-hTMy-an~ 

wr+•~en-qaes~Tons-dTree~ed-~o-a-eoPp&Pa~+on-~s~-be-eftSwered 

Dy-~he-presrdeft~y-wTee-,re~~aen~y--aeereeeryy--er--essTs-on~ 

seere~ery.--~he--+?~en~•ng--a~~hert~--~he++--ee~~Tfy-to-~"e 

&~~rney-geftera+,-for-~aeft-ee~Ton-ae-~he--at~e~ney--gefteret 

eon~Tdere--eppropP•a-ey--e~•--•r~~-en--~es~Tons-end-answer~ 

d+se+os+n~-•-•+e+a~ton-of-t•eet+one-~-~~e•§h-~~~· 

tCt--Wrt~ten-quee~Tons-and--answere--ere--no~--open--~o 

p~D++e--+nspeet+on~-ner-.ay-~he-+Teenstftg-8H~hor?~y-d+se•ose 

efty-fee•s-o~-•nfeP•e•+on-eb~e+ned-~n+ess-ies--offieTat--d~ty 

~·~•+res-~ha•-~e-fse~s-or-+H*ereee+en-be-•ede-pabtte-o~-~ne 

wr+~~eft--~we••+•RS--er--e~•w~r•--ere--~eqatre~-eY+denee-T~-o 

er+•+~a~--reeee4+Rg-er-eehe~-ee~+on-by-~h+s-s~e~ew 

Section 2~. Repealer. Sections 35-4-101 through 

35-4-107o 35-4-201 through 35-4-20•• and 35-4-211 through 

35-4-216, HCAw are repealed. 

Section 25. Saving clause. This act does not affect 

rights and duties that aaturedw penalties that were 

incurredw or proceedings that were begun before [the 
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effective data of this act). 

z Section 26. Severabllltr• If a pa~t of this act is 

3 invalidt all valid parts that are severable fro• the invalid 

4 part re•ain in effect. lf a part of this act is invalid in 

5 one or more of its applications, the part reaains in effect 

6 in all valid applications that are severable fro• the 

7 invalid applications. 

-End-
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HOUSE BILL NO• 257 

INTRODUCED BY RAMIREZ• FAGG• SPAETH 

BY REQUEST OF THE SECRETARY OF STATE 

A BILL FOR AN ACT. ENTITLED& •AN ACT TO ADOPT THE AMERICAN 

BAR ASSOCIATION'S HODEL ACT DN PROFESSIONAL CORPORATIONS AND 

REPEAL THE LAifS RE&ULATING tDRPaaATIONS THAT RENDER 

PROFESSIONAL SERVICES! REPEALING SECTIONS 35~-101 THROUGH 

35-~-107• 35-~201 THROUGH 35-lt-201to AND ~5-~-211 THROUGH 

35-lt-Z16o MCA•• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Short title. [Sections 1 through 25) eay be 

cited as. the •Montana Profesalonal Corporatl_on Ac;t•. 

Section 2. Definitions. As used in [sectipns 1 thr~gh 

25]• unless the context otherwise requires, the following 

definitions apply: 

(1) •oisqMallfied person• aeans any natural person. 

corporation, partnership, fidU,iary, trust• association, 

govern .. nt agency, or other en~lty that for any reason is or 

becoeas ineligible under {sections 1 through 25] to own 

shares issued by a professional corporation. 

(2) •Forei gn professional corporation• -•ns • 
corporation for profit organized for the purpose of 

rendering professional services under a law other than .the 
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laws of this stata. 

(3) •Licensing authority• .. ans aft officer• boarde 

agency, court, or ~her authority in this s~a~e that has ~ 

power to Issue a license or other legal authorization to 

render a professional service. 

(~) •Professional corporation• or •doaes~ic 

professional corporation• .. ans a corpor~tion for profit. 

subject to the provisions of [sections 1 ~hrough 25)• except 

• foreign professional corporation. 

(5) "Professional service• eeans any service that eay 

lawfully be rendered only by persons licensed under a 

licensing law of this state and that eay not lawfully be 

rendered by a corporation organized under ~he Mon~ana 

auainess Corporation Ac~ • 

(f>) •Qualified parson• ... ans a na~ural parson• general 

partnership, or professional corporation eligible under 

[sections 1 through 25) to own shares Issued 

professional corporation. 

by a 

Section 3. Application to existing corporations. (1) 

[Sections 1 through 25} apply ~0 each profess tonal 

corporation organized prior to October lo 1983. If such a 

corporation ls required to aaend its corporate na.. or 

purposes to coeply with [sections 1 ~rough 25}o it shell 

deliver one duly executed original and one copy of ar~lcles 

of a•end•ent or restated ar_ti c1 as Qf _J.ru;QI'ooratl-'>lt 

T H I R D R E A D I N G 
-2- HB 257 
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containing auch -fldaents to the 5ftretlN'y of state within 

90 days after OCtobe~ 1• 1983. 

(21 Any ccttpor.t icm that •• not: e professional 

c.orporat:ion -r l>e- avi>Ject to {sectlens l through Z5] by 

dallv.,. ing to tbe -~et•ry of state one duly executed 

original and one copy of articles of _...,_ or rest<tted 

articles of incorporation stating that the corporation 

elec.ts to beCOM sot>ject to ( aec.t;- 1 t.I\Jiougtl Z5] and 

containing aueh -ndfiflu of ita c.orporat:e naoe or purposes 

as are required to ca.ply with (aectlons 1 through 25} • 

Sec.tion Ito Application of the Montana Buslne5s 

torpor at. ion- Act. The "ontana Busineas torporatlon Act 

applies to professional corporations. do .. st.ic .n4 fo~eigno 

except to the exteftt its provisions are Inconsistent with 

[sections 1 through Z5}• 

Section 5. llegulatory IH.Itho~itleh No pr efess I ona 1 

corpora~ion• dD .. stic or foreign. .ay begin ~o render 

professloRal services in tl>ls state urttll It has filed it 

copy of its ar"t:icles. of Jnc:orporatloFt with each licensing 

authority having jur lsdiction of a type of p.~ofessional 

service descrtb_. In it$ artl,les of incocporatlOD• Nothing 

in (sections l tltr-gh l~} restricts M llllits the authority 

or dutJ of a licensing itUt""'rlty "'~h respect to ne.tural .... ,._ r...-U\9 .. p~efessional service •itt>in the 

jurisdicUon of - llcensi"9' ituthority or ....,. l;ov or rule 

-3- HB 257 

1 

2 

3 

It 

5 

6 

1 

" 
9 

to 

ll 

lZ 

13 

lit 

15 

16 

17 

18 

19 

20 

Zl 

22 

Z'J 

2ft 

25 

HB OZ5l/OZ 

pertaining to stanoards of professional conduCt• 

Section 6o Purposes of corporetlon. l"rof'ass tonal 

corporations oay be organized unde~ [ .. ctlons 1 ~hrOU9h 2S) 

only fo~ the p.urposo of rendering profauiona1 servlc.es and 

serYices anctllary t~eto within a sl,gle p~ofesslon• 

except tha't a professional corporaUOft •eY be Incorporated 

for the purpose of rendering professional services •lthin 

two or eore profess ions end for eny pu~pose or purposes for 

whic.h corporations oay be organized under the "ontana 

Bus I ness Corporation Act to the extent that suclt cOIIbi nation 

of professional purposes or p~ofe5sloBOl and bUsiness 

purpo&es is per•itted toy the licensing laws and rules of 

tl>ls state applicable to such professions• 

Sec.tlon 7. Prohibited act.tvft iea. A profeulonal 

corpo~ation .. , not engage In any profession or business 

other than tho profession or professions and business 

par•itted by Its articles of lneorpo~atiOflo 

Section Bo General ..-r•· (lt " profeul-1 

corpot"atio.. bits tblt powers •-rated In tho llon1\-

Bu:.lness torporatlon Act• u..apt that ;t _., be • pr-ero 

!JOin•~•l pMtfter, -bero asoloctate• or -gar ""'ly of a 

partnership, joiRk van1\ure• 1\rust., or other .-terprfse 

engaged ORly In re-rlng p~ofessi-l servleM or carrying 

- buslaess por•lt.ted by t.ho wtlcles fd tneor~<ttion •' 

the prePasrd-•l COf'poratlon. 

...... KIJU7 
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CZI A professional corporation .. , invest Its funds in 

real astateo 80rtgageso stockst bondso or any other type of 

lnvestaent.. 

Section 9. Rendering serwices. A professIonal 

corporation, do•stic or forelgno .. ,. render 'profeulonal 

services in this state only through natural persons 

peraitted to render such serwiees in this state; however• 

nothing in (sections 1 through 25] requires aay person 

eaployed by a professional corporation to be licensed to 

perfora services for which no license is otherwise required 

or prohibits the rendering of professional services by a 

licensed natural person acting in his Individual capacity• 

even if such person is a Shareholder, directoro offlcero 

••ploy••• or agent of a profes&ional corporation• do .. stic 

or foreign. 

Section lOo Responsibility for services. (1) An 

individual Mho renders profe5sional sef'vices as an :v-.ployee 

of a do .. stlc or 

for any negligent 

foreign professional corporation 
~ 

or wrongful act or o•lssiOn in 

Is liable 

which he 

personally participates to the saMe eKtent as if he had 

rendered such services as a sole practitioner. An eaployee 

of a professional corporation is not liable for the conduct 

of other eaployees unless he is at fault in appointing• 

supervising, or cooperating with tne.. 
(2) A doaestlc or foreign professional corporation 
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whose e~loyee perfores professional ser¥1~es within the 

scope of his e~Joy.-nt or apparent authority to act for the 

corporation 15 liable to the saae extent as that -loyae. 

(3) Except as otherwise provided By statute, the 

personal liability of a shareholder of a ~esttc or foreign 

professional· corporation Is no greater In any respect than 

that of a shareholder of a corporation organized under the 

MORten. Business Corporation Act. 

Section llo Relationship to clients or patients 

privileged c.-aunlcations. (1) The relationship between an 

Individual perforaing professional services as an -loyee 

of a professional corporation. do.astlc or foreign• •nd a 

client or patient is the saae as If the individual perforaed 

auch services as a sole practitioner. 

(2) The relationship bet_ .... a professional 

corporati-on, d011estic; or foreignt perfor•ing professional 

services and the client or patient is the sa .. as betNeen 

the client or patient and the individual parforaing the 

services. 

(3) Any privilege applicable to co .. unications between 

a person rendering professiont~l services and the person 

receiving the services recognized under the s~atutory or 

co ... on law of this state extends to a professional 

corporation, domestic or foreign, and its e•ploy .. s. 

Section 12. Corporate na•e• The na•• of a do•estic or 

-6- HB 257 
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profes5lona1 service peraitted by the articles of 

incorporation and In which at least one partner is 

authoriZQd by law in this state to render a professional 

servlce peraltted by the articles of Incorporation of the 

corporation; and 

1~1 professional corporations. doaestic or foreign• 

authorized by law In this state to render a professional 

service peroittod by the articles of ineorporatfon of the 

corporation. 

(ZI The licensing authority aay by rule further 

restrict or condition ~he issuance of shares In order to 

preserve ethical standards. but no rule .ay cause a person 

holding shares at the tl .. the rule becoaes ·effective to 

becoae a disqualified person. 

131 A shareholder of a professional corporation .ay 

transfer or pledge shares, fractional &hares• and rights or 

options to purchase shares of the corporation only to 

natural parsons, general partnerships. and professional 

corporations qualified to hold shares Issued directly to 

thea by the corporation. This subsection does not prohibit 

the transfer of shares of a professional corporation by 

operation of law or court decree. 

(It) Each certificate representing shares of a 

professional corporation •ust state conspicuously upon Its 

face that the shares are subject to restrictions on tran5fer 
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iaposed by [~ctions 1 through 25] and to restrictions on 

transfer laposed by the licensing authority pursuant to 

[sections l through 25]• 

151 Any issuance or transfer Of shares In violation of 

thiS section or a rule proaulgated under this section is 

void. 

Section lSe ~orporation•s right to acquire its own 

shares. A professional corporation aay purchase Its own 

shares troa a disqualified person without regard to the 

availability of capital or surplus for such purchase; 

howevar 9 no purchase of or pay-t for Its own shares aay be 

aade ~at a ti•e. when the corporation ls insolvent or if 

purchase or payaent would •aka It Insolvent• 

Section 16o Death or di squallficaUon of a 

shareholder. (1) Upon the death of a shareholder of a 

professional corporation or if a shareholder of a 

professional corporation becoaes a disqualified person or if 

shares of a professional corporation are ~rana¥err•d b~ 

operation of laM or court decree to a disqualified per~on. 

the shares aay be transferred to a qualified parson and If 

not so transferred •ust be purchased or reda ... d by the 

corporation to the extent that the corporation ha' funds 

legally available for the purchase. 

(Z) If the share price Is ·not fixed by the articles of 

incorporation or bylaws of the corporation or by private 

-10- HB 257 
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agreeeenioo the eo,porat~on ""'" 10ltltin 6 -nths after such 

a.ath or 30 days afte¥ s..ch ols4Pteliflcauen .., transfer to 

a disqualified ,....,...,.. e.tle a 10ritten. offer to pay for· the 

sh<N'es a1: a sp-ifiu Pf'ice coasldered blf t-he corpor;oUon to 

be ·the fair w;olue tiMtreof as of truo ctne of de;otlu 

dlsquallflca1:1oth Of' tritRSf~. The offer _, be given to 

truo personal representative of -the estate of a deceased 

shareholder or 1:o the dlsquaHflu shareholder or treasfer

and .ust be accoapanlad by both a INlaACe sheet of the 

'orporation ;os of the latest available date and not. eore 

than 12 eonthS prior to the offer and a profit and loss 

stateeenio of tne corporation for the lZ-eonth period ending 

on the d;ote of the balan'e sheet. 

(3) lf the faIr •alue of the shares Is agreed upon 

within 30 dars after the cJ;ote of the written offert pay--.t 

'"""t be ·- within 60 days after the date of the offer or 

"'thin such other period as the parties. fix by agreaMnt and 

upon surr....,.r of the cert I fl cete or ce rt I t1 cates 

representing such sh.,es. UpoR pay.-nt the transferor ceases 

to h.Ve .-, interest In such •hares. 

(4• If the fat r value Is not agread upOft "I thin JO 

days after the date of the "rltten offer• the corporation 

.Ust within the neKt 30 days file • petition In the district 

co~~rt of the county in this st.te ~~hare tche re9htered 

office of the corporation is Jocatedt requesting that the 
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fair value r;>f s~~eh sh.,e$ b!l found. a.nd d<ttet•lft!IIJ• If i:l!e 

corporation fells or refuses w iB$tltllte t"" proc .. d!ng• 

the disqUalified person .. , do so• The disqualified person 

..,.t be •• a party to a proceedlll!J br~ bV the 

corporatiOA• ..,.d a cr;>py of tile petition •ust be serqll Oft 

the disqualified person If a resictewt of this state and ~•t 

be served by certified eall if a nonresident• lervi<;e on 

nonresidents -•t al•o be ode br pub.lic41tlon aiJ provided bY 

Ja"• The jurisdiction of the court if plenary and ~c1u,iveo 

The disqualified p•rson h entitl•ct to judg ... wt against the 

corporation for the fair value of his shares as of tile date 

of death• disqualification• or transfer and upon pareent of 

the judg•n• .,.st surrender to the corporation the 

certificates reprasentlag the sh;,rea. The c0!4rt IMY in Its 

discretion order that juage.nt be paid In install .. nts 

deter•i ned by the l!'ourt and ....,., ~int ORe or -.re pen;ons 

as appraisers to receive evldeno:e ;onq reco-end a dechion 

on the quest ion of faIr yaJue• 

151 The jlldgeettt -•t include interen HOfl ~he dete 

of death• disquallficatlono or tran•fer• at • r11te the 1'910 .. t 

finds equitable under the ctrcuestancese 

(6• TIMt c;osts ""d -pen&es of a proc:...Sf,.g -t be 

detereined ., the cour-t end ei~her _.._ • ._4 _,.In•~ the 

corporiltion .,. asMssed •• the c;ouf"t; cQnfl!l!lrs ..-!table If 

the court find• th;ot en "9'eed snilre v;olue -.$ ROt re~d 
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because the disqualified person was arbitrary or, ¥exatlous 

or did not act in good faitho Expenses include reasonable 

coapensatlon for and expenses of the appraisers. but do not 

include fees and expenses of counsel for and experts 

eeployed by any party, except that if the court detereines 

that the fair value of shares .aterially exceeds the a.uunt 

tha 'orporation offered therefor or if no offer was aada9 

the court .. y award to the disqualified person reasonable 

co.pensatlon for any expert e.ployed by the disqualified 

person. 

(7) If a purchase, rede~ion, or transfer of shares 

is not coepleted within 10 aonths after the death of the 

deceased sharaholder or 5 aonths after the disqualification 

or transfer, the corporation shall cancel the shares on Its 

books and the disqualified person has no further Interest as 

a shareholder other than his right under this section to 

pay•ent for such shares. 

(8) ~hares acquired by a corporation upon pay .. nt of 

their agreed value or payeent of a judg .. nt decreeing their 

fair value .. y be held and dispOSed of as In the case of 

other treasury shares. 

(9) This section does not apply to shares of a 

disqualified parson If the period of disqualification is 

lass than 5 .onthso 

{10) Any provision regarding purchase, redeeption• or 

-u- HB 257 
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transfer of shares of a professional corporation contained 

in the articles of Incorporation• the bylaws, or any private 

agreeeent Is specifically enforceable In the courts of this 

sta~e. 

(111 This section does not prevent or relieve • 
professions~ corporation fro• paying pension benefits or 

other deferred ca.pensatton tor ser~ices rendered to or on 

behalf of a foreer shareholder as otherwise pereitted by 

1-· 
Section 17o Aeend•ent of articles of Incorporation by 

personal representative of sole shareholder's estate. A 

personal repre$entative, guardian• conserva~or, or rec•iwer 

of the estate of a shareholder of a professional corporation 

who holds all of the outstanding shares of the corporation 

eay aeend the articles of incorporation by signing a written 

c.onsent to a-nd.-nt. The articles of a-nd•ent. .uat be 

executed in duplicate by the personal r.p·resentatlva• 

guardian, conservator, or· receiver and by the secretary or 

assistant secretary of the corporation, verified by one of 

tha person& signing the articles, and •ust set forth: 

(1) the na .. of the corporation; 

{2) the a•end•ents adopted; 

(3) the date of adoption of the aeendeents; and 

(It) the nu8Der of shares outstanding. 

Section 16. Proxies and voting trusts. No proxy for 

-H- HB 257 
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shares of a pro,fet.$lona1 c:orpcwa·tian i$ valtd unless given 

to a qu•lifiect peFson ... A vo'ting tr..,.t t:o.r share~t of· a 

professional 'orpo~a~ion is inv•lia unle•& all trustees and 

beneficiaries are qvalified p•rsons• except that a voting 

trust. I$ val i<l· fo .. lG .,.. .... ..,. after tne ckoat.tt of • <~eeeas•ul 

b-flclart or for 5 llOfttl>$ after a belleficiary las l>ec:.,.. a 

disqualified peosan. 

Section 19. llerg~r and censoHdatlon. A professional 

corporation -}' IIIH'g41 or c Qtl$0 t i daft w-it at. an-othe-r 

corporationo ...._ .. u,. or foreign •. only If ....,ery sh;neholcter 

of """h eorporatl- I• q-Hfied ,,. l>e a shareholder <>f the 

surviving or new CGI'p&Fation. If the surviving or new 

carpor-at.ion will r-....a.:,. profes·sional sen,ic:e• in this s-tate-• 

it stan co11ply wltl\ [sec:ti- 1 threV!.Jh Z5}o 

sacua .. 20. lerlllination of an .,,.,.. ...... lonal service ... 

if a profe,.si..,..l c.,..p..,.;oticm ceases q r .. ft.der p•Gfenl-l 

..,..vices. it shall atteRQ- it:s •rt.icle~ of" i-RCOf'pet"irtioa t.O' 

del .. t.e JrQa its .. tat.-l pu-t!pOS&S 'he rotnderi'IO§ .. , 
p:Fa;fesah:ma.l- ._rvicea an4 110 C·ctDfor• it.s. CClrpG.f'a-·'te na.e- to: 

tl>e reqv>r .. •nts. O'f Ute Moot- &u•lness Co1'poratlon Acto 

The c;orpot'at ion: Maf" ~heft< eon.t: i-RWt- irt. uta"t.eACa iJS. a 

cerporat.O..., u,....• line -....... atlaone5$ e-por·at.t;on ""' erut 

••· - tG~~gef sultj.._,t te; l..,cti.- l llbtf"""lft; i!5.£o. 

S.ectf.on u. l.A-l--lJ dis~,.. •- A pr~ess.l-..t 

cor,......,;...,,.,.. t><t· do.-o.l-tl< ·~-IH'tllt lll>r-t---....--.# 
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~fte--e+~~P+.---e .. r•y~-+n--eft--~~•en--~.._-~,--~-~~o~ney 

genere+-tn-wh+cft-+t-+s-esteb++she4-•hell-t~-eerper~ea--~ 

fe+~ed--1;e--ea.p+y-w+•~-efty-~stea-ef-t,.et+,...-+-tftP~ 

~§i•-•+th+ft-.. -deys--efter--reee+,.--ef--wr+tteft--fte1;tee--te 

., ... p-J,..-~~oe-++.,...,.;-,.9--th ... a 7-.,..._. .... ,...., ... ,_.,_,.-......-+ 
eert+fT--••--•he--ellterney--geftef'~--fr ... -t+ .. -te-t+ .. s-~ 

fte .. •--ef--e+4--eer~elltefte--thet--he•e--g+veA--e ... .---f
.f.nveJ.tiiR~fl'J--tl1>•""'•".,.....-t:e98thlw-ri•t.-_,.e-pet"~i-'"""'-feds'l'. 

eft8-sha~~-e8fte~Preft•~y--.a+f---.--eeeh--eer~a++en--.---+t5 

··~•••e•e~--off+ee-e-ft~•ee-~e•-s•e~-eer~+f+e.-+eft-ftes--..n 

••4••--Ype&--the--reee~-•f--eert+f+e&~~+.-.---n.--.t~er,..,. 

1JCft••~--sft& .. --f+~e--tnwe+.~ery-d+•--+ut+eft-aet+oftt-+n-t:he 

ft--&f-1;he-nete A.i-f~Qfp 1• TliLE »:...~~-

Section z--z. Adaissi·ort of forelgrr vrofess.iona-l 

cor pol' at. i-an• application· revoca~ton. (1) ~ f&reign 

p.rofes.si--G~Nl corpcwation is. en:tit.l'ed to • ce-rti-f-icate- of 

authtM' tty- t:o transact bUS i ReS<S- ia tt\>i s s:tat.• oa ly if:-

(a) t.he na.,.. of the cOI'p&ratiO<> -ts th<O requi~-nts 

of [..,cti.on li!'l> 

lb) the , .. ,poration is .,.,g-iz...t -l~ f<W IN'P'>S"S fl'or 

whic-h a pJ"ofession•l• corporation _, be'. organ.t.z·ed under

[ sect.>ons 1 thr<>lll)l> 25}; and 

to:t an t- sh-eloQl-s. not. t.,.,. t- one-ltalf 11ne 

d•reetQ.1"S.o -all t.loe. <>fflCK,. other t- i>he ...... etuy

trea-er o.f 11be c:Mporat.._ are .,._Hfl'oed ..--• ,..,IIllO 

-Jt.- .-zs1 
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respect to the corporation. 

(2) No foreign professional corporation is en~~•ed-~e 

&EQI.IIBED TO miTAI!! a certlffcate of authoritf to transact 

bUsiness In this state unless it aa~talns an office In this 

state for the conduct of business or professional practice. 

(31 The application for • certificate of authorltf 

aust include a stateaent that all the shareholders, not less 

than one-half the dlrectorso and all the officers other than 

the secretary and treasurer are licensed in at least one 

state or terrltOrf or the District of tolu~ia to render a 

profes•lonal service described in the state .. nt of purposes 

of the corporatl on. 

(ltl The certificate of authority aaf be revoked bf the 

s.ecretary of s.tate if the corporation fail's to COIIJ>lY with 

any provision of (sections 1 through 25]. The licens'lng 

authority shall certify to the secretary of state• froa tl .. 

to tiae, the n-e• of all foreign professional· corporations 

that have given cause for revocation• togeth~r with the 

facts pertinent thereto, and shall concurrently aall to each 

corporation at Its registered office in this state a notice 

that ~uch certification has been aade. No c~tificate of 

authority of a foreign professional corporation aay be 

revoked unless there has been both 60 days• notica of intent 

to ~evoke and a failure to ~orrect the nanc~liance during 

such 60 days. 
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Section 23. Annual reports and stat ... nts. (1) The 

annu&l report of each doaestic professional corporation and 

each foreign professional corpor•tion authorized to transact 

bu5iness In this state filed with the secretary of state 

pursuant. to the "ontana Business Corporation Act -st 

include a stateaent that all the shareholders. not less than 

one-half the directors, and all the officers other than the 

secretary and treasurer of the corporation are qualified 

parsons Mith respect to the corporation. 

tat--F+ReRe+e+--+ftfer .. ~en--e~+nee--+n--~he--annMet 

• .,. .. •-ef-e-p .. fee,•efte4-e••~~+ony-~~~-~he .... n~ 

_._.n•tl-eep+M~e4-•M--eerpet'n+eny-H-nn-epen-~...--pttltt+e 

+a.,ee~ieftt--na.--eey--~--++e..-*"9-e.-her+•y-diae~s.-.ny 

f••••-a.-infer .. ~en-+n-•he-reper~--.••se-+~e-off+e+ot-----y 

••~+•••---~---+nferae~en---..--~--aede--,.-++e--or-~e 

+nferae~+---+.--re~w .. ee--f .. --ew+denee--+n--eny---e•te+ .. t 

,..eeeetl+ng-e.-.-heP-eet+en-b,-~.-s~~. 

tit~ Each doaestic professional corporation and each 

foreign professional corporation authorized to transact 

buslne5s in this state •ust annually file before March I 

Mlth each licensing authority having jurisdiction over a 

professional se~vice of a typa described In its articles of 

incorporation a •tate•ent of qualification setting forth the 

na•es and addres5es of the directors and officers of the 

corporation and such additional intor•ation as the licensing 

-18- HB 257 
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authority ma, by rule prescribe- as appropriate In 

deter••ning whe~her the corpora~lon Is coaplylng with the 

provisions of (sections 1 through 25) an.d ru-les pr0111ulgated 

under [sections 1 througn 2S}• The licen~ing authority May 

charge a fee to cover the cost of filing a stateaent of 

qualification. 

&ee•~-~~.--Pefte•~+~~·------tit-----A-----pro*ess+ofta• 

e~,•~e~•eRy-• .. eee+e-er-fore+gn.-eenYte~ea--oF--Fa+++n!--~o 

-+ .. ~y--ar--~PM•~•~+y--aftSwer-wr+t~e"-~••••+en•-posed-wn~~ 

tseee+on-~Si-+~-~+•ey-of-e-.+ede•••~-and-•ay-be-f+ned-noe 

..,. ..... ,..en-•s&e .. 

t~t--Eeeft--offieer--end--d+reeeor--of--a---profess+ene~ 

eerpere~~efty--de~~Te--or--fe~e+gay--who--+s--eonY+e~e~--o~ 

fe+~+"t-eo--ti .. ~y--eru~t•yy--or--f~•y--ens•er--wr+eeen 

~·e•~••~•--pes~-*•-h+.-~8eP-fs•~•+en-i§i-•~-o*-•79•+ng-a"y 

er~+e+esy-s~~ .. eftty-~eporey-epp++e~+ony-o~-e~he~--doed.-n~ 

f++ee.-w+~h--e-~+eeftsfftg-e~•her+•y-know+ft!-+~-te-be-fetse-+n 

eny-~e~?e~-Pesp~-T~-gMf~~y-o•-•-•+sfteMeaftor-aftd--.a,--be 

fined-nee-aore-ehen-8S89w 

See~Teft-eSw--~n~err~a•er+e$--by--++eefts+ng--eu~her+•yy 

ttt-•-++eens+n,-eueher+ey-of-eft+s--seaee--.ar--~oee--ee--eny 

profe~•+one+--e•~••••Yeny-4eee, .. e-er-•~••!ftT-o~gan+~ed-~o 

pree•+e•--·--~~efee•+~-.~~ft+ft--•n·--~+•~+e•+en--o~---~he 

•+eeA•+ft9--•w~he~ey--ane--•e-efty-ef4+e~-er-dTree~-o~-~ne 

e~~~e~+eft--sweft--•P•••eft--~e•t+ons--es---are---~•~eftob+y 
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neeessary--Mid:--prl)~e•--t-e,..ert-UJ.e-th-e-1-+ee.ns-i-ttg_-a•,t;he_~-.t:~-i::e 

aseeri:a+n----ttter--•tte---eerperet+en---he§---eo~JP"+etf---•-io'tfit

t .. ee+ona--~-ehr.-gh-a§i.,-W•+•e~-~··••+ons-•••t-be-ees•~• 

w+~h+n-~e-•ers-a .. er-.. +++n~-er-w+t~n-saeh-8•d+t+en•~--t+•• 

•~--aay-be-fiwed-by-~he-+?een•?wg-a~~hor?~y•-*"s.ers-.a•t-be 

eo~~JJ+e~ey-?PI-Mri-e+ntJy--end!--ttnd.,..--ee•h•--Wt-t't.f:en--••s.-Tons 

d+reeted--oto--en--Trtdi-w+dt:flaf---•tts-t--De--o"sw.erecf-b'f-h;..,..,-•":d 

•~+tten-q•e~t+sns-d+ree~ed-~o-a-eerpePa~+en-.. s~-be-eR$Wersd 

by-~he-pres~~~-w+ee-presi-deft~y--eeereta~r•--e~--esstston~ 

~eere~e~yy--~he--+Teen~t~g--att~ho~t~--s~e++--eer~t~y-to-the 

e~terfte1-~•"•~ .. r-for-~weh-ae•+eft-a•-~he--•~~orfter--9eftera+ 

eons+••••--epprapr+atey--e+•--•~+•teft--qaest+ans-end-answers 

d+aeies+ng-e-•+•~ee+oft-of-r•eetiofts-t-thro~gh-i~i• 

tit--Wr~~~ft-~~e•t+efts-and--ftnewe~s--ere--na~--open--to 

p6bf+e--+nepeet+ont-fter-eay-the-•+eens-i-ng-aH~ho~1-•y-6+~e+os~ 

any-~ee~s-or-tnforaa~Toft-ob~e+ned-~n+eas-~~•--o~f•e+e~--d~•y 

~·~•Tres-•ha~-~he-fae~s-~-+n~or•ae+oft-~e-•ade-pu~•+e-or-•fte 

wr~~~en--~~e•••ens--•~--Sft5W~P5--ere--•eq~T~ee-ev+deftee-Tft-e 

er-i-•1-fte:J.-~troeeHTftg-ofl--e~e-t"-ee~+-en-by- ict;.; }~-'$-•t<:\~~··" 

Section Z~. Kepealvr. Sections 35-4-101 through 

35-~-107, 35-~-201 through 35-4-ZO't, and 35-4-211 through 

35-4-216• MCAt are repealed. 

Section 25. Saving clause. This act doe5 not affect 

right$ and dutie~ that .aturedt pendltie& that were 

incurred, or proceeding$ that ~ere begun before {th'!' 

-20- Hll ZH 
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1 effective date of this act]. 

2 Seetlon 26. Severability. If a part of this act Is 

3 invalid• all valid parts that are severable fro• the ;nvalid 

't part re•aln In effect. If a part of this act Is Invalid in 

5 one or aore of its applications. the·part re .. lns In effect 

6 In all valid applications that are severable froe the 

1 inval ic:J app-1 icat. ions. 

-End-
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HOUSE BILL NO. 257 

INTRODUCED BY RA~IREZ, FAGG, SPAETH 

BY REQUEST OF THE SECRETARY OF STATE 

A BILL FOR AN ACT ENTITLED: •-AN ACT TO ADOPT THE A~ERICAN 

BAR ASSOCIATION"$ MODEL ACT ON PROFESSIONAL CORPORATIONS AND 

REPEAL THE LAWS REGULATING CORPORATIONS THAT RENDER 

PROFESSIONAL SERVICES; REPEALING SECTIONS 35-~-101 THROUGH 

35-~-107t 35-4-2D1 THROUGH 35-4-204, AND 35-4-211 THROUGH 

35-4-l16t MCA.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

~ectlon 1. Short title. (Sections 1 through 25] may be 

cite~ dS the ·~ontana Professional Corporation Act•. 

Section 2. Definitions. As used in [sections 1 through 

25]• ~nless the context otherwise requires. the following 

definitions apply: 

(1) •Disqualified person• means 3ny natural person. 

corporation, partnership• fiduciary, trust, association, 

gove~,~ent agency, or other entity that for any reason Is or 

becomes Ineligible under [sections 1 through 2S) to own 

shares issued by a professional corporation. 

(l) •Foreign 

corporation for 

professional corporation• 

profit organized for the 

rendering professional services under a law other 

mer~ns 

purpose 

than 

a 

of 

the 
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laws of this state. 

(3) •Licensing authority• .eans an officer, board, 

agency, court• or other authority in this state that has the 

power to Issue a license or other legal authorization to 

render a professional service. 

C~) "Professional corporation• or •do•estic 

professional corporation• Means a corporation for profit 

subject to the provisions of [sections 1 through 25], except 

a foreign professional corporation. 

(SI •Professional service• means any service that •ay 

lawfully be rendered only by persons licensed under a 

licensing law of this state and that may not lawfully be 

rendered by a corporation organized under the Montana 

Business Corporation Act. 

(6) •Qualified person• Means a natural person, general 

partnership• or professional corporation eligible under 

[sections through 25] to own shares Issued by a 

professional corpor3tlon. 

Section 3. Application 

[Sections 1 through 25] 

t<> 

apply 

existlnq corporations. (11 

to each professional 

corporation organized prior to October 19 1983. If such a 

corpor~tion is required to amend its corporate name or 

purposes to comply with [sections 1 through 25], it sha11 

deliver one dulv executed original and one copy of articles 

of emendment or restated article3 of incorporation 
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containing such amend•ents to the secretary of state within 

90 days after october l• 1983. 

(2) Any corporation that is not a professional 

corporation •ay become subject to (sections 1 through 25} by 

delivering to the s.cretary of state one duly executed 

original and one copy of articles of aMendment or restated 

articles of incorporation stating that the corporation 

elects to becoae subject to [sections 1 ~nrough Z5] and 

containing such amend•ents of its corporate nam~ or purposes 

as are required to comply with (sections 1 tnrough Z5]. 

Section~. Application of the Montana Business 

torporat.ion Act. The Montana Business Corporation Act 

applies to professional corporations. do .. stic an• foreign, 

except to the extent i~s provisions are inconsistent with 

[tectlons 1 th•ough Z~J• 

Section 5. Regulatory authoritJes. No J,Jrofessional 

corporation• dome~tic or foreignt may begin to render 

profes~lonal services in this state until it has fi)ed a 

copy of its articles of incorporation with each licensing 

authority having jurisdiction of a type of professional 

service described In its articles of incorporation. Nothing 

in [sections 1 through 25] restricts or limits the authori~y 

or duty of a licensing authority with respect to natural 

persons rendering a professional service within the 

jurisdiction of the licensing authority or any law or rule 
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pertaining to standards of professional conduct. 

Section 6. Purpo~es of corporation. Profess I on a 1 

corporations •ay be organized under [section~ thro,.gh 25] 

only for the purpose of rendering professional services and 

services an,lllary thereto within a si~gle profession. 

except that a professional corporation ••1 be incorpordted 

foe the purpose of renoering professional $ervices •ithin 

two or ~ore professions and for any purpo5e or purposes for 

which corporations •ay be organized under the Montana 

Dusiness Corporation Ac.t to the extent that ~uch combination 

of professional purposes or professional and busine~s 

purposes i$ per•itted by the licensing laws and rules 

thi• state applicable to such vrofessions. 

of 

Section 7. Prohibited activities. A prof~ssional 

corporation aay not engage in any profession or business 

other than the profession or profession~o and business 

permitted by its articles of incorporation. 

Section Be General powers. (1) A professional 

corporation has the powers enumerated ;n the Montana 

Su~iness Corporation Act, except that it aay be a proaoter. 

general partner, •eaber• associate. or manager only of a 

partnership, joint vanture 9 trust, or other enterprise 

engaged only in rendering professional services or carrying 

on business peraitted by the articles of incorporation of 

the professional corporation. 
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(ZJ A professional corporation aay invest i~s ~unds in 

real estate • .ortgage&• stockst bondst or any other type of 

inwest•ent. 

Section 9. Rendering services. A professional 

..:orporation, ooaes.tic or foreign, •ay render ·professional 

services in this state only through natural persons 

per•itted to render such services in this atate; howevart 

nothing in [sections through 25] requires any person 

e•ployed by a professional corporation to be licensed to 

perfora services for which no Jicenae is otherwise required 

or prohibits the rendering of professional services by a 

licensed natural person acting in his individual capacity• 

even if such person is a sharehOlder, director. officer. 

e~loyee, or a9ent of a professional co~poration. do.estic 

or foreign. 

Section to. Responsibility for services. Ill An 

individudl Who renders profe~sional services a$ an e•ployee 

of a do•••~ic or fo~eign professional corporation is liable 

' 
for any nagJig•nt or vrongful act or oaission in which he 

personally participates to the sa•e extent as if he had 

rendered such services as a sole practitioner. An eMployee 

of ~ profeasional corporation is not liable for the conduct 

of other aaployees unless he is at fault in appointing• 

supervising, or cooperating with the•• 

(2) A do•estlc or foreign professional corporation 
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whose e~loyee perfor•s profe$Sional servlcea ~ithin the 

scope of hla e~loy•ent or apparent authori~y to act for the 

corpora~ion is liable to the s .. e extent as that .. ployee. 

(3) Except as otherwise provided by statute, the 

personal liability of a shareholder of a do8estic or 'oreign 

professional corporation is no greate~ in any respect than 

that of a shareholder of a corporation organized under the 

Montana Business torporatlon Act. 

Section 11. Relationship to clients or patients 

privileged co..unlcatlons. (1) The relationship bv~ween an 

individual perfor•ing professional services as an eMployee 

of a profes•ional corporation, do•estic or foreign• and a 

client or patient is the sa•e as if the individual perfor•ed 

such services as a sole practitioner. 

(21 The relationship between a professional 

corporation, do•estic or fo~eign, perfor•ing professional 

services and the client or patient is the sa•e as betveen 

the client or patient and the Individual perfor•ing the 

services. 

(3) Any privilege applicable to co .. unications between 

a pe~son rendering professional services and the person 

receiving the se~vices reco9nized under the •tatutory or 

COIIltiOO law of this state extends ~o a professional 

corporationt doMestic or foreign. and its eMployees. 

Section 12. corporate na•e• The na•e of a do•estic or 
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foreign professional corporation: 

Cl, must contain the words •profe~sional corporation• 

or the abbre~iation "P•C•"i 

(21 aay not contain any word or phrase tnat indicates 

or i•plies that the corporation is organized for any purpo•e 

other than the purposes contained in its articles of 

incorporation; 

(3) may not be the same as or deceptively si•ilar to 

6tiY- .SSUHEQ ~~~AMEo LlftlJEQ__f&&IUE&SijJP NAME£ 

UAll£114&1U.-.l1LllRYICE ftARII..&f.GlllEIWLW!..Bf.aDfiL..JIUIL~ 

~BUAI!.L....llE._-SJAif_ll&_lll the na•e of any doaestic 

corporation existing under the laws of thl& state, any 

foreign corporation authorized to transact business In this 

state, a na.a the exclusive right to Which is reserved in 

the aanner provided in the Montana Business Corporation Act, 

or the na.e of a corporation that ha~ in effec~ a 

registration of its corporate name as provided in the 

Montana Business Corporation Act. This subsection does not 

appl~ ;f: 

(a) the si•ilarity results fro• the use in the 

~orporate na.e of personal naMes of shareholders or for~r 

shareholders or of natural persons who were associated with 

a predecessor entity; or 

(b) the corporation files with the secretary of state 

either the writteft ·consent of such other corporation or 
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holder of a reserved or registered na•e to use the sa~ or a 

deceptively si~ilar name and one or •ore ~ords are added to 

aake sucn na•e distinguishable from such other na~ or a 

certified copy of a final decree of a court of c~peteot 

jurisdiction e$tabtlshing the prior right of the corporation 

to the use of the name in this state; and 

(4) •us~ confor• to rules proaulgated by a licens1ng 

authority having jurisdl,tion of a professional service 

described in the articles of incorporation of the 

corporation. 

Sec~fon 13. Ofrectors and officers. At least one-half 

of the co•bined directors and officer~ of a ~rofessional 

corporationw other than the secretary and the treasurer, 

•us~ be qualified persons with respec~ to the corporation. 

Section 1~. Issuance and transfer of shares. (lJ A 

professional corporation •ay issue shares, fractional 

shares. and rights or option& to purchase lhares only to: 

(a) natural persons authorized b1 la~ of this or any 

other state1 a territory of the United Statesw or the 

District of Coluabia to render a professional service 

per•itted b1 the articles of incorporation of the 

corporation; 

(b) general partnerships in which all the partners are 

authorized by law of this or any other state, a territorv of 

the United States, or the Uistrict of Columbia to render a 
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professional service per•itted by ~he articles of 

incorporation and in which at least one partner is 

authorized by laM in thi• st•te to render a profes$lona1 

service pvr•itted by the articles of incorporation of the 

corporation; and 

(cJ professional corporations. do.astic or foreign, 

au~horized by law In this state to render a professional 

service perMitte~ by the articles of incorporation of the 

corporation. 

(Z I The licensing authority •ay by rule further 

restrict or condition the issuance of shares In order to 

preserve ethical standards, but no rule .ay cause a person 

holding shares at the tl .. the rule becomes effective to 

becoae a ,di squal if i ed person. 

(3) A shareholder of a professional corporation •ay 

transfer or pledge shares, fractional shares, and rights or 

options to purchase shares of the corporation only to 

natural persons, general partnerships, and professional 

corporations qualified to hold shares is5ued directly to 

the• by the corpora~ion. This subsection does not prohibit 

tha transfer of shares of a professional corporation by 

opvration of law or court decree. 

(~) Each certificate representing shares of a 

~rofessional corporation •ust state conspicuously upon Its 

face that the shdres are subject to restrictions on trdnsfer 
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imposed by [sections 1 through Z5] and to restrictions on 

transfer i•posad by the licensing authority pursuant to 

(•ection• 1 through 25]• 

(5) Any issuance or transfer of shares In violation of 

this section or a rule pro•ulgated under this section is 

void. 

Section 15. corporation•s right to acquire its o•n 

shares. A professional corporation •ay pureha5e its o•n 

shares from a disqualified person without regard to the 

availability of capital or surplus for such purchase; 

however 9 no purchase of or pay•ent for its own shares ••Y be 

•ade at a ti•a when the corporation is Insolvent or if 

purchase or pa1•ent would aake It insolvent. 

Section 16. Death or disqualification of a 

shareholder. (1) Upon the death of a sbarehol~er of a 

professional corporation or if a shareholder of a 

professional corporation beco•es a disqualified person or if 

shares of a professional corporation are transferred by 

operation of law or court decree to a disqualified person• 

the shares may be transferred to a qualified person and if 

not so transferred •ust be purchased or redeeaed by the 

corporation to the extent. that the corporation has funds 

legally available for the purchase. 

(2) If the share price is not fixed by the articles of 

incorporation or bylaws of the corporation or by prfvate 
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agreement. the corporation .ust within 6 •onths after such 

death or 30 days after such disqualification or Lransfer to 

a disqualified person make a written offer to pay for the 

shares at a specified price considered by the corporation to 

be the fair value thereof as of the date of death• 

disqualification' or transfer. The offer must be gi~en to 

the personal representative of the estate of a deceased 

shareholoer or to the disqualified shareholder or transferee 

and .ust be accoMpanied by both a balance sheet of the 

corporation as of the latest available date and not more 

than 1Z •ont.hs prior to the offer and a profit and loss 

5tdtement of the corporation for the 12-.onth period ending 

on the date of the balance sheet. 

(3) If the fair value of the shares is agreed upon 

within 30 days after the date of the written offer, pay•ent 

must be •ade within 60 days after the date of the offer or 

within such other period as the parties fix by agree.ent and 

upon surrender of the certificate or certificates 

representing such shares. Upon payment the transferor ceases 

to have any interest In such shares. 

(4) If the fair value is not agreed upon within 30 

days after the date of the written offer• the corporation 

aust within the next 30 days file a petition in the district 

court of the county in this state where the registered 

office of the corporation is located, requesting that the 

-11- H8 Z57 

2 

3 

.. 
5 

6 

1 

8 

9 

10 

11 

12 

13 

l't 

15 

16 

11 

18 

19 

zo 

21 

22 

23 

24 

25 

Hll OL57/Cl2 

fair value of such shares be found and determined. If the 

corporation fails or refuses to institute the proceeding, 

the disqualified person aay do so. The disqualified person 

•ust be •ade a party to a proceeding brought by the 

corporation, and a copy of the petition •ust be served on 

the disqualified person if a resident of this state and must 

be served by certitied mail if a nonresident. Service on 

nonresidents •ust also be Made by publication as provided by 

la~. The jurisdiction of the court Is plenary and exclusive. 

The disqualified persun is entitled to judg•ent against the 

corporation for the fair value of hi$ shares as of the date 

of death9 disqualification. or transfer and upon payaent of 

the jud9•ent aust surrender to the corporation ~he 

certificates repre$enting the shares. The court aay in its 

discretion order that judgaent be paid In install~nts 

determined by the court and •ar appoint one or more persons 

as appraisers to ~eceive evidence and recoa.8nd a decision 

on the question of fair value. 

(S) The judg•ent •ust include interest fro• the date 

of death, diaqualification. or transfer' at a rate ~he court 

finds equitabl~ under the circums~ance5• 

(6) The costs and expenses of a proceeding aust be 

determined by the court and either assessed against the 

Gorporation or assessed as the court considers equitable if 

the court finds that an agreed snare value was not reached 

-12- HB 257 
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oe,ause the disqualified per$On was arbitrary or vexatious 

or did not act in good faith• Expenses include reasonable 

coapensation for and expenses of the appraisers. but do not 

include fees and expenses of counsel for and experts 

••~Joyed by any party• excvpt that if the court dater•ines 

that the fair v•lua of shares Nat~rially ~xceeds the aaount 

th~ corporation offered therefor or if no offer was aade, 

the court •ay award to the disqualified person reasonable 

co~en&atlon for any expert eaployed by the disqualified 

per~on. 

(lt If a purchase, rede~tion, or transfer of shares 

is not co•pleted Nithin 10 aonths after the death of the 

deceased shareholder or 5 •onths after the disqualification 

or transfe~, the co~poration shall cancel the shares on its 

books and the disqualified person has no further interest as 

a snareholder othe~ than his ~ight under this section to 

pay.ant fo( such sha(es. 

(8) ~hares acquired by a corporation upon pay.ent of 

their a9raed ~a1ue or payment of a judg.ant decreeing their 

fair value -.y be held and disposed of as in the case of 

othe~ treasury shares. 

(9J This section does not applr to share~ of a 

disqualified person if the period of disqualification is 

less than 5 .anths. 

(10} Anr pro~ision regarding purchase, rede~tiont or 
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transfer of shares of a professional corporation contained 

in the articles of incorporatlon• the bylaws. or any private 

agreeaent is specifically enforceable in the courts of this 

state. 

(11) This section does not prevent or relieve " 
professional corporation fro• paying pension benefits or 

other deferred COMpensation tor services rendered to or on 

behalf of a for•er shareholder as otherwise per•itted by 

law. 

Section 17. A•endMent of articles of incorporation by 

personal representative of sole shareholder•• ••tate. A 

personal representative9 guardian. conservator, ~ ~eceiver 

of the estate of a shareholder of a professional corporation 

who holds all of the outstanding shares of the corporation 

may a•end the articles of incorporation by signing a written 

consent to amendaent. The articles of aaendment •ust be 

executed in duplicate oy the personal representative• 

guardian, conservator, or receiver and by the secretary or 

assistant secretary of the corporation. verified by one of 

the person' signing the articles. and •ust set forth: 

(11 the name of the corporation; 

(2) t~e a~endMents adopted; 

(3) the date of adoption of the a-.no•ents; and 

(~J the nuaber ot shdres outstanOing. 

Section 18. Proxies and voting trus~s. No proxy for 
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sharas of a professional corporation Is valid unless given 

to a qualified person. A vo~ing t~uti~ for share~ of a 

professional corporation is invalid unless all trustees and 

beneficiaries are qualified persons, except ~hat a veting 

trust is valid for 10 .unths after the death of a deceased 

beneficiary Gr tor 5 •onth& after a beneficiary has become a 

disqualified person. 

Section 19. Merger and consolidation. A professional 

corporation may 111erge or consolIdate with another 

corporation• doMestic or foreign. only If every shareholder 

of each corporation is qualified to be a shareholder of ~he 

surviving or new corporation. If the surviving or new 

corporation will render professional services in this state, 

it shall co•ply with [sections 1 through 25)• 

Section zo. Termination of all professional services. 

Jf a professional corporation ceases to render professional 

services. It shall amend its articles of incorporation to 

delete from its $tat:.ed purposes the rendering of' 

professional services and to conform its corporate naae to 

the requireMents af the Montana Business Corporation Act. 

The corporation may then continue in existence as a 

corporation under the Montana Business Corporation Act and 

is no longer subject to (sections 1 through ZS]. 

Section 21. Involuntary dissolution. A professional 

corporation •ay ·bQ dissolved involuntarily ~y--e--4ee,ee--of 
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~he--~B~P~~~--eDar~.--+n--•n--ee~~on--•+~d-by-~~•-e~~or~ey 

~e~ere~-fn-wh+ch-+e-+s-e~eb+rs~ed-~ha~-~he-eor~o•e~+oft--he§ 

te~~ed--ee--ee.,+y-w••~-~t-~e~•§•eft-ef-f§•~~fon•-1-tft~ough 

~§iy-w*~ft•A-69-~.,•--ef~~--~eee+p~--e~--w••c~en--n .. ?ee--~o 

e..p~y·-•~-+•ee"'*n!-eM•he•+~y-eAd-•eere~•~y-e+-stet~-§he++ 

e••••fy--~•--•h•--•~•e~Rey--gefte•e+•--f~~T .. -~o~Y ... -•~• 

~e .. •--ef--e~•--ee~~e~+on•--~~~--hewe--!+ven--eease---~e~ 

?nve•un~~,--~••~u .. &fty-~egeeher-_.tft-~e-per~+nent-~ee~~• 

aft~-~h•~~-eeRe~•ren~+y--••++--~e--eeeh--eePpoPa~+on--o~--+~~ 

~•!••~e•e4--bff+ee-e-R~?ee-the•-.•eh-eeP~+~+e~Ten-he~-been 

aeee.--Ypeft--·~·--~eee+,•--•f--eePt+f+eet+ony--~he--at~orftey 

,efte~e4--•fta+~--~••--+~•n•ePy-d+s~e+••+en-aet+en•-+n-~he 

,. .. .,.-ef-totte-•~a~e A~&IIJUI!£1LULillU;_~I!AtlU~· 

Section 22. Ad•Jssion of' foreign professional 

corporations applic:.at.ion revocation. (lJ A foreign 

profes$ional corporation is entitled to a certificate of 

authority to ~ransact ousiness in this state onlr ifa 

(a) the naae of the corporation aeets the require8ent5 

of [section 12j; 

(b) the corporatiOn is organized only for purposes for 

which a professional corporation •ay be organized under 

[sections 1 through 25}; and 

(c] all the shareholders, not less than one-hdlf the 

directors, and all the officers other than the secretary and 

treasurer of the corporation are qualified person~ with 
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respect to the corporation. 

C2, NO foreign professional corporation is en~+~~4-~0 

&fgUIBEQ IQ QBIAIN a certificate of authority to transact 

bU~iness in this state unles& it ••lntains an office in this 

state for the eonduct of business or profe5$ional practice. 

(3) The application for a certificate of authority 

.ust include a state .. nt that all the shareholders• not less 

than one-half the directors, and all the officers other than 

the secretary and treasurer are licensed in at least one 

state or territory or the District of Colu~ia to render a 

professional service described in the state .. nt of purposes 

of the corporation. 

C~) The certificate of authority •ay be revoked by the 

secretary of state if the corporation fails to co•ply with 

any provision of [sections through 25j. The licen~ing 

authority $hall certify to the secretary of state. froa ti.e 

to ti~e, the naaes of all foreign professional- corpora~ions 

thdt have given cause for revocation. together ~ith the 

fa~ts pertinent thereto, and shall concurrently •ail to each 

corporat•on at its registered office in this state a notice 

that ~uch Gertification has been made. Nu cartificate of 

authority of a foreign professional corporation aay be 

revoked unless there has been both 60 days• notice of intent 

to revoKe and a failure to correct the nonc~pliance during 

5ouch 60 days. 
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Section 23. Annual r•ports and sLate .. nts. (1) The 

annual report of each doaestlc professional corporation and 

each foreign professional corporation authorized to transact 

business In this state filed with the secretary of stat.e 

pursuant to tha Montana 8u5 iness torporat.ion Act -st 

include a •ta~e•ent. that all the shareholders, not less than 

one-half the directors• and all the office~s other than the 

secretary and treasurer of the corporation are qualffied 

persons with respect to the corporation. 

t•t--F?ft•Ae+a~--+nfer .. ~ieft--een•e+nee--+n--~he--ann.a• 

~.,•.---ef-e-p~fees+enef-eeP~.-+eny-~h~-*hen-~~-e~ 

.._.,_.ee-eep+••+-.. -•ne-e&P~e•+ony-~-ft .. -open-•e--pe~9e 

•ftspee•••n•--fte~--•ey--~fte--++een•+ftg-•~he~•y-d+.e~se-eny 

~ee••-•r-+ft•_. .... Dft-+ft-•he-~-Mft~e•e-+••-.. f+e+et--~1 

re~e+re•---•n.---+n~~.a•+on---..--be--.. de--~tte--or-~he 

?nfepMe~?en--+~--re~+~ed--f~--••+~e--+n--afty---er+•+~t 

,peeeed+"~-er-~he~-•e~+ew-~y-~h+.-s~a~•• 

tit~ Each doMestic professional corporation and each 

foreign profe5osiona1 ~orporatlon authorized to transact 

business in this state •ust annually file before March l 

with ea~h licensing authority having jurisdiction over a 

professional se~vice of a type described In its articles o~ 

incorporation a &tat•ment of qualification setting forth the 

naaes and addresses of the directo~s and officers of the 

corporation and such additional information as the licen5lng 
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authority •ay by rule prescribe as appropriate in 

deterMining wnether the corporation is complying with the 

provisions of (Sections 1 through 25] and rules promulgated 

under [sections 1 througn Z5]• The licensing authority .ay 

charge a fee to cover the cost of fl1ing a state .. nt of 

qualification. 

&ee~••ft-~~·--Pefte•~•es·--·---t!t-----A-----p~ofess+enat 

e-.,e~e••eR•-~ .. ••••e-ep-#e•e+gny-eon~te~ea--ef--,a+~+n~--~o 

~.f. .. l-y--ot"--•rlfttt4"t1~+.,--answer-~+~e"'-~"e••+on~-1Jo.sell-•ft4er 

t•ee••eft-~Si-+~-ge•+•y-&f-a-a+sde•eaftor-•nd-•ay-be-ftfte~-ne~ 

eere-~an-tStte. 

t~t--eae~--eff+ee~-ane--di#ee~~--of--a---praft•s~na• 

eeppere~+en.--de.a•~+e--a.--for~gn•--•ho--+s--eanw+e~-o~ 

fet~+ng-•o·-•+•eJyy--~ru~h+at~ry--or--fa++y--8ftswe~--•r+t•eA 

~ ... e .. Re--p .. e4-te-h•.-WR&e~-fsee~teft-iti-•r-ef-e+gatng-eny 

er~e~e~y-s~~ .. ~T-reporty-epp++e~+eny-e~-e~~r--deea~~ 

f+•e~--~~h--e-+reen•+"g-eM•her~y-know+ft§-+t-~be-fs+~e-+n 

enr-•~er9e~-re~~-Ts-,a?.~p-ef-s-.+~deMeanor-and•-.ar--De 

f+ne~et-.epe-~hen-ssee. 

See~+oft-l5w--~n•e~~a~orTes--Dy--t+eeft§+ng--aa~horT~Y• 

ttt-•-++eeft~Tng-~ehor~~y-of-~h+•--s~e~e--.ey--,ose--~o--any 

profe~a+ona•--ee~ere•+~•-ee .. _.+e-or-fore+§nY-ergan+2ed-to 

,.ee•+ee--e--prefess+en--w••n+n--~ne--jw#+ed+e~Ton--of---ehe 

++eeft••n~--a~•fte~ey--aft._-•e-efty-of~+eer-er-~ree~~-o~-the 

•~•-.•••eft--§weh--wr+•~eR--~wee~+ons--es---sre---ree~onab~ 
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neeea&ary--&n4--pPO~er--~o-enab+e-the-~+eens~"9-aK~horfey-~e 

~seer~ef"--w~h~--~he--eorper•*+en---hes---eoap~+ee---wP•~ 

t•ee••efts--+-•hr&dgh-~'1•-W~+•~en-~ves*+ons-.. st-ae-eftswere~ 

•+~h?ft-~8-deys-arter-•e+i+ng-er-w+~h+n-s.eft-edd••+efte•--t._. 

es--•ey-be-#Twe4~y-~he-~+eefte+ftg-e~~~rT~y•-•newers-MDs~-be 

ee.p~eeey-Tn-w~TtTn~y--e"d--aftder--oe~h•--Wr~t~en--~es•~ens 

d?ree~ed--te--an--+ndPv+~~-~--aw•e--be--e~swered-8y-h+m~e"d 

wr?~ten-~eest+on,-d+ree~ed-~o-a-eerpereti&ft-.as•-he-a~wered 

ey-~he-pree~en~r-wTee-pre~+denty--seereteryy--~--asststa~ 

seere~ery.--~ne--+Tee"s+"g--ee~hor+~--s~a++--eer~+•y-ta-~he 

e~~orney-§•nere+.-for-3aeh-ae•iaft-as--~he--et~orney--~era~ 

eens?4ers--eppropr+a~ey--a+~--wr+•ten--~e•~+efts-eftd-ans~rs 

d+se+.,+n~-a-•+e+at+on-eP-t•ee•+•fts-•~~ev9h-~41• 

t~t--N•+•eeft-~~·•~+ons-aftd--anewers--are--ne•--epeft--ee 

pweJ+e--~ftspeet+ont-ner-.ay-the-+~eefts+~-a~eher+~y-df~e~e 

e~y-fae•s-o~-•"fer•ee+en-eb~e*Aed-~~+e$~-~~s--of~+c+a•--ea•y 

reqw?~es-~hs~-~he-fse~$-~-+Afo~•a~+o"-~-aede-pKb~+e-e~-~fte 

wr~~•en--~~e••+eft§--er--aftsW~rs--e~e--re~T~ed-e.~Oenee-~-a 

e~~•ifta~-~~eeee4~-eP-o•h .. -eet+~n-by-•h+s-ste~ew 

Section 2~· Repealer. Sections 35-4-101 through 

35-~-107• 35-~-201 tnrou~h 35-4-204, and 35-4-211 through 

35-•-216, HCA• are repealed• 

Section 25. Saving clause. This act does not affe~t 

rights and dutijes that •atured• pendlties that were 

in~urred, or proceedings that were begun before (the 
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1 effective date of this act)• 

2 Section Z6. SeverabllltJ• Jf a part of this act is 

3 in~alidy all v~l id parts that are 5everable fro• the invalid 

4 part re•ain in effect. If a part of this act is Invalid in 

' one or more of it5 applications, the part re .. ins In effect 

6 in all valid applfcatlon5 that are severable froa the 

7 invalid applications. 

-End-
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