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INTRODUCED BY

BY REQUEST THE SECRETARY DF STATE

A BILL FOR AN ACT ENTITLED: ®AN ACY TO ADOPT THE AMERICAMN
BAR ASSOCTIATION®S MODEL ACT ON PROFESSIONAL CORPORATIONS AND
REPEAL THE LANS REGULATING CORPORATIONS THAT RENDER
PROFESSIONAL SERVICES; REPEALING SECTIONS 35-4~101 THROUGH
35-4-10Ts 35-4-201 THROUGH 3I5~4-20%s AND 35-~4-211 THROUGH
35-4-2169 MCA"

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Short title, [Sections 1 through 25) msay be
cited as the "pMontana Professional Corporation Act¥.

Section 2. Definitionss As used in [sectiens 1 through
251+ unless the context otherwise requiress the following
definitions applys

(1} “Disqualified person™ wmeans any natural persons
corporationy partnershipy fiduciarys trusty assocliations
governmsent agencyy or other entity that for any reason is or
becomaes Ineligible under ([sections 1 through 25] to own
shares issued by a professional corporatione

{2) *Foreign professional corporation™ means a
corporation for profit organized for the purpose of

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

(3) *"Licensing authority® weans an officers boards
agencys courty or other authority in this state that has the
power to issue a license or other legal -authorization to
render a professiocnal services

{4) “Professional corporation® or “domestic
professional corporation®™ means a corporation for profit
subject to the provisions of [sections 1 through 25}y except
a foreign professional corperatione

{5) "Professional service™ means any service that may
lawfully be rendered only by persons Jlicensed under a
licensing law of this state and that may not lawfully be
randered by a corporation organized under the Montana
Business Corporation Acte

(6) *Qualified person® means a natural persony qeneral
partnershipy or professional corporation eligible undar
[sections 1 through 257 to owaa shares Jssued by a
professional corporation.

Section 3. Application to existing corporationse (1)
[Sections 1 through 25)] apply to each professional
corporation orqanized prior to October le 1983. If such a
corporation is required to amend its corporate nase or
purposes to comply with [sections 1 through 25]y it shall

deliver one duly executed original and one copy of articles

of amendment or restated articles of incarporation

INTRODUCED BILL
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containing such amendments to the secraetary of state within
90 days after October 1, 1983,

(2) Any corporation that is not a professional
corporation may become subject to [sections 1 through 25} by
dellvering to the secretary ' of state one duly executed
original and one copy of articles of amendment or restated
articles -ef incorporation stating that the corporation
elects to become subject to (sections 1 through 25} and
containing such amendwents of its corporate name or purposes
as are required to comply with [sections 1 through 25).

section 4« Application - of the Montana Business
Corporation Acte Tha Montana Business C(orporation Act
applies to professional corporationss domestic and forelgne
aexcept to  the extent its provisions are inconsistent with
[sections 1 through 25].

Section 5. fegulatory authorities. Ko professional
corporationy domestic or foreignes may begin to render
professional servicas in this state until - it has filed a
copy " of its articles of incorporation with each licensing
authority having jurisdiction of a type of professional
service described in its artficles of incorporation. Nothing
in [sections 1 through 25] restricts or 1imits the authority
or duty of a Vicensing authority with respect to natural
persons -~ rendering a professional service within the

Jjurisdiction of the licensing authority or any lan or rule

—~Fa

10
1
12
13
14
15
16
17
13
19
20
21
22
23
24

25

LC 0668701

pertaining to standards of professional ceonducte

Séction 6« Purposes of corporations Professional
corporations may be organized under [sections 1 through 251
only for the purpose of rendering professional sarvices and
services ancillary thereto within 2a single professione
except that a professional corporation wmay be incorporated
for the purpose of rendering professional services within
two or more professions and for any purpose of purposes for
which corporations may be organized under the #ontana
Business Corporation Act to the extent that such conbinatidn
9f professional purposes or professional and business
purpdses is permitted by the licensing laws and rules of
this state applicable to such professionse

Section T« Prohibited activities. A professional
corporation may not engage In any profession or business
other than the profession or professions and business
permitted by its articles of incorporation.

Section B« General poserses (1) A professional
corporation has the powers enumarated in the Montana
Business Corporation Acty except that it may be a prozotery
general  partner» members associates of sanager only of a
partnershipy joint ventures trusts or other anterprise
engaged only in rendering professional services or carrying
on business permitted by the articles of incorporation of

the professional corporations
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{2) A professional corporation may invest its funds in
real aestate, mortgagess stockss bondss or any other type of
investmenta

section 9. Rendering servicese. A professional
corporations domestic or foreigns may render professional
services in this state only through natural persons

permittad to render such services In this statej; howevere

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

emplgyed by a professijonal corporation to be licensed to
perform services Tor which no license is otherwise required
or prohibits the rendering of professional services by a
licensed natural person acting in his iIndividual capacitys
even if such person is a shareholders directors officery
employee, or agent of a professional corporationy domestic
or foreigne

section 10« Responsibility for servicess (1) An
individual who renders professional services as an employee
of a domestic or foreign professional corporation is liable
for any negligent or wrongful act or omission in which he
persgnally participates to the same wextent as if he had
rendered such services as a sole practitionare An employee
of a professional corporation is not liable for the conduct
of other employeas unltess he is at fault in appointings
supervisings or cooperating with them.

t2) A domestic or forelgn professional corporation
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whose employes parforms professional services .within the
scope of his employment or apparent authority to act for the
corporation Is liabte'to:the same extent as that employes.

{3) Except as otherwisae provided by statutey the
personal liablility of a sharecholder of a domestic or forelgn
professional corporation IS no greater In any respect than
that of a shareholder of a corporation organized under the
Montana Businass Corporation Acte

Section 11. Relationship to cliewts or patients —
privileged communicationse (1) The relationship between an
individual perforaing professlbnal sarvices as an omployee
of a professional corporations domestic or forejigne and a
¢client or patient is the same as {f the individual ﬁerfor-nd
such services as a sole practitioner.

{2} The ralationship between - a professional
corporationy domestic or foreigne perforsing professional
services and the cliemt or patient is the same as between
the client or patient and the individual performing the
servicess.

{3} Any privilege applicable to comsunications betwean
a person rendering- - professional services and the person
receiving the services recognized under the .statutory or
common Taw of this state axtends to a professional
corporatiane domestic or foreigns and its employeess

Sectjon 12« Corporate name. The name of a domestic or

—y-
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foreign professional corporation:

(1) must contain the words ®professionai corporation®™
or the abbraviation "P.C.";

{2} may not contain any word or phrase that Indicates
or implies that the corporation is organized for any purpose
other than <the purposes contained in its articles of
incorporation;

{3) may not be the same as or deceptively similar to
the nase of any domestic corporation existing under the laws
of this  statey, any foreign corporation authorized to
transact business in this states a name the exclusive right
to which Is reserved in the manner provided in the Montana
Business Corporation Act, or the name of a corporatian that
has in effect a registration of its corporate nase as
provided In the Montana Business <Corporation Acte This
subsection does not apply if:

{ay the simitarity results from the use in the
corporate name of personal nases of shareholders or former
shareholders or of natural persons who were associatad with
a predecessor entity; or

(b} ‘the corporation files with the secretary of state
either the written consent of such other corporation or
holder of a reserved or registered name to use the same or a
deceptivily similar nase and one or more words are added to

make such name distinguishable from such other name or a
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certified copy of a final decree of a court of compatent
Jurisdiction establishing the prior right of the corporation
to the use of the name in this state; and

{4#) wmust conform to rules promulgated by a llcensing
authority having jurisdiction of a professional service
described in the articles of incorporation of the
corporations

Sectton 13« Directors and officers. At least one-half
of the combined directors and officers of a professional
corporations other than the secretary and the <treasurare

wust be qualified persoms with respect to the corporatione

Section 14. Issuance and transfer of sharese. (1) A
professional  corporation may issue sharese fractiona)
sharesy and rights or options to purchase shares only to:

{2) mnatural persons authorized by 1aw of this or any
other statey a territory of the United Statess or the
District of Columbia to render a professional service
permitted by the articles of incorporation of the
corporations

(b} general parQnerships in which all the partners are
authorized by law of this or any other statey a territory of
the United Statess or the District of Columbia to render a
professional service permitted - by the articles of
incorporation and in which at least one. partner is

authorized by law in this state to render a professional
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service permitted by the articles of incorporation of the
corporation; and

{c} professional corporationss domestic or foreigne -

authorized by tauw in this state to render a professional

service permitted by the articles of incorporation of the
corporationas

{2} The licensing authority may by irut- Further
restrict or condition the  Iissuanca of shares in order to

praserve ethical standardse but no rule may causa a persen

holding shares at the time the rule becomes effective to.

become a disqualified persone

t2) A shareholder of a3 professional -corporation may
transfer or pledge sharesy fractional shares, and rights or
options to purchase shares of +the corporation only to
natural persoasy general partnershipss and professional
corporations qualified to hold shares issued directly to
them by the corporation. This subsection does not prohibit
the transfer of shares of a professional corporation by
operstion of law ofr court decrees

{4) Each cartificate reprasenting shares of a
professional corporation wmust state conspicuwously upon its
face that the shares are subject to restrictions on transfer
jmposed by [sections 1 through 25] and to restrictions on
transfer imposed by the 1licensing authority pursuant to

[sections 1 throuah 257.
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{5) Any issuance or transfer of shares in violation of
this section or a rule promulgated under this section is
voids

Section 15. Corporation®s right to acquire its own
shardése A professional corporation may purchase its own
shares from a disqualified person without regard to the
avatlability of capital or surplus for such purchase;
howevaers no purchase of or payment for its own shares may be
made at 3 time when the corporation -is- inselvent or T
purchase or paysent would make it insolventa.

Section 16. DPeath or disqualification of a
shareholders (1) Upos the death of a shareholder of a
professional corporation or if a4 shareholder of a
profaessional corporation becomes a disqualified person or if
shares of a professional corporation are transferred by
operation of 1law or court decree to a disqualified persons
the shares may be transferved to a qualtified person and if
not so transferred must be purchasad or redeemed by the
corporation to the extent that the corporation has funds
legally available for the purchases

{2) 1If the share price is not fixed by the articles of
incorporation or bylaws of the corporation or by private
agreements the corporation must within & months after such
death or 30 days after such disqualification or transfer to

a disqualified person make a written offer to pay for the

-10-
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shares at a specified price considered by the corporation to
be the fair wvalue thereof as of the date of death,
disqualifications or transfer. The offer must be given to
the personal representative of the estate of a deceased
shareholder or to the disqualified shareholder or transferee
and mist 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 1loss
statemant of the corporation for the 12-month pericd 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 offery payment
must be made within 60 days after the date of the offer or
within such other period as the parties fix by agreement and
upon surrendeyr of : the cartificate or certificates
rapresanting 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 offers the corporation

must 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 locateds requesting that the
fair value of such shares be found and determinaede Ef the
corporation fails or refuses to institute the proceedings

the disqualified person may do soe The disqualifiaed person
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must be made a party to a proceeding brought by the
corporations and a copy of the petition sust be served on
the disqualified person if a resident of this state and must
be served by certified wmail if a nonresidente Sarvice on
nonresidents must also be made by publication as providad by
1aws Tha Jurisdiction of the court is plenary and exclusives
The disqualified person is entitled to judgment against the
corporation for the fair value of his shares as of the date
of deathy disgqualification, or transfer and upon payment of
the Jjudgment mist surrender to the corporation the
certificates representing the shares. The court may in its
discretion order that judgment be paid In instaliments
determined by the court and may appoint one or mBore persons
as -appraisers to recelve avidence and recommend a decision
on the question of fair valuee

{5 The judgment must include interest from the date
of deaths disqualifications or transfery at a rate the court
finds equitable under the circumstancese

{6} The <costs and expenses of a proceeding sust be
determined by the court and either assessed agalnst the
corporatiaon or assessed as the court considers equitable if
the court finds that an agreed share value was not reached
because the disqualified person was arbftrary or vexatious
or did not act in good faithe Expenses include reasonable

cospensation for and expenses of the appralsersy but do not
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include fees and expenses of counsel for and experts
employed by <any partys except that if the court determines
that the fair value of shares materially exceeds the amount
the ceorporation offered therefor or If no offar was mades
the court may award to the disqualified person reasonable
compensation for any expert employed by the disqualified
persone

{T) 'If a purchases redesptions or transfer of shares
is not <completed within 10 months after the death of the
deceased shareholder or 5 months after the disqualification
or transfers the corporation shall cancel the shares on its
books and the disqualified person has no further interest as
a shareholder other than his right wunder <this séctlon' to
payment for such shares.

(8) ‘Shares acquired by =m corporation upon payment of
thelr agreed value or payment of a judgment decresing their
fatr value wmay be held and disposed of as in the case of
other treasury sharese

{9} This section does not apply to shares of a
disqualified person if the period of disqualification is
¥ess than 5 wonthse

{10} Any provision regarding purchases redemptions or
transfer of shares of a professional corporation contained
in the articles of incorporationsy the bylawse or any private

agreemant is specifically enforceable in the courts of this

-13-
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states

{11) This section does not prevent or relieve a
professional corporation from paying pension benefits or
other deferred compensation for services rendered to or on
behalf of a former sharenholder as otherwise permitted by
lawe

Section 17« Amendment - of articles of incorporation by
personal regreseatative - of sole shareholder®s estatee A
personal representative, quardiansy conservators or receiver
of the estate of a shareholder of a professional corporation
who haolds all of the outstanding shares of the corporation
may amend the articles of incorporation by signing a written
consent to awmendment. The articles of anendment must be
executed in  dguplicate by the personal representatives
quardiany conservatory or receiver and by the secretary or
asslistant secretary of the corporationy verified by .one of
the persons signing the articlTese and must set forth:

{1) the name of the corporationi;

[2) the amendments adopted;

{3) the date of adoption of the amendments; and

{#) the number of shares outstanding.

Section 18« Proxies and voting trusts. No proxy for
shares of a professional corporation is valid wunless  given
to a qualified person. A voting trust for shares of a

professional corporation is invalid unless all trustees and

~14-



w N

W

Qv & = &

10
1n
12
13
1%
15
16
17
18
19
20
-1
22
23
z4
25

LL 0668/01

beneficiaries are qualified personss except that a voting
trust ¥s valid for 10 wonths after the death of a deceased

beneficiary or for 5 months after a beneficiary has become a

-disqual ifiad persons

Section 19, Merger and consolidatione A professional
corporation may merge or consol tdate with another
corporations domestic or foreigns only if every shareholider
of each corporation is qualified to be a shareholder of the
surviving or new corporations If the surviving or new
corporation' will render professional services in this statesy
it shall comply with [sections 1 through 25}a

Section 20. Termination of all professional servicese
If a professional corporation ceases to render professional
servicesy it shall amend its artlicles of incorporation to

delete - from its stated purposes the rendering of

- professional services and to conform its corporate name to

the requirements of the Montana Business Corporation Acte
The corporation wmay then continue in existence as a
corporation under the Montana Business Corporation Act and
is no Yonger subject to {sections I through 257}«

Section 2i. Involuntary dissolution. A professional
corporation may be dissolved involuntarily by-a decres of
the district courts In an action filed by the attorney
general! In which it Is established that the corporation has

faited to comply with any provision of [sections 1 through
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25)s within 60 days after receipt of written notice to
complys The licensing authority and secretary of state shall
certify to the attorney generaly from time to timey the
names of all corporations that have given cause for
involuntary dissolutions together with the pertinent factsy
and shall .concurrently mail to each corporation at its
registered office a riotice that such certification has been
wades Upon the receipt of certifications the attorney
qgenersd shall file involuntary dissolution actions in the
name of the state.

Section 22 Admission of foreign professional
corporations =-— application — revocations {1) A foreign
professional corporation is entitled to a certificate of
authority to transact business In this state only if:

{a)y the ﬁa-e of the corporation ssets the requirements
of [section 12};

{b) the corperation is organized only for purposes for
which a professional corporation mdy be organized under
[sections 1 through 25}; and

{c) " all the shareholderse not less than one-nalf the
directorsy and all the officers other than the secfetary and
treasurer of the corporation are qualifiad parsons with
respect to the corporations

{2} No foreign professional corporation is entitled to

a certificate of authority to transact bustness in this

-16~-
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state unless it maintains an office In this state for the
conduct of business or professional practice.

{3} The application Tfor a certificate of authority
mist include a statement that all the shareholderss not less
than one-half the directorss 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 sarvice described in the statement -of purposes
of the corporations

{%#} The certificate of authority may be revoked by the
secretary of state if the corporation fails to comply with
any provision of [sections 1 through 25}« The licensing
authority shall certify to the secretary of statey From time
to times the names of all forelgn professional corporations
that have given cause for revocations together with the
facts pertinant theretos and shall concurrently sall to each
corporation at its registered office in this state a notice
that such certification has been mnade. No certificate of
authority of a foreign professional corporation may be
revoked unless there has been both 60 days* notice of intent
to revoke and a f2ilure to correct the noncompliance during
such b0 dayse.

Section 23. Annual reports and statementse (1) The
annual report of each domestic professional corporation and

each forelgn professional corporation authorized to tramsact
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business In this state filed with the secretary of state
pursuant to the Montana Business Corporation Act msust
include a statement that all the shareholderss not less than
one-half the directorsy and all the officers other than the
secretary and treasurer of the corporation are qualified
persons with respect to the corporationes

{2} Financial informatlon contained in the annual
report of a preofessional corporatioms other than the amount
of stated capital of the corporationy is not open to public
inspection; nor may the 1licensing authority disclose any
facts or information in the report unless its official duty
requires the Information to be wmade pubdblic or the
information is required for evidence in any criminal
proceading or other action by this state.

{3) Each domestic professional corporation and each
foreign professional corporaticon authorized to transact
business in this state must annually file before MHarch 1

with each Jlicensing authority having jurisdiction over a

- professiona) service of a type described in its articles of

incorporation a statement of qualification setting forth the
names and addresses of the directors and officers of the
corporation and such additional information as the licensing
authority may by rule prescribe as appropriate in
determining whether the corporation is complying with the

provisions of [sections 1 through 25] and rules promulgated

~18—
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under ([sections 1 through 25]s Thae Yicensing authority may
charge a fee to cover the cost of Ffiling a statement of
qualification.

Section 24« Penaltiess (1) A professional corporationg
domestic or foreigny convicted of failing to timely or
truthfully answer written questions posed under [section 25)
is guilty of a misdemeanor and may be fined not wmore than
$500.

(2) €Each officer and director of a3 professional
corporations - domestic or foreigny who is convicted of
failing to timelyey <truthfullys or fully - answer written
quastions posed to him under [section 25) or of signing any
articlesy, statementy reports applications or other document
filad with a licensing authority knowing it to be false in
any material vrespect Is guilty of a wisdemeanor and may be
fined not more than $500. - . i

Section 25« Interrogatories by licaensing authoritye
(1) A licensing authority of this state may pose to any
professional corporations dowestic or foreigns organized to
practice a profession within the jurisdiction of the
licensing avthority and to any officer or director of the
corporation such written questions as are reasonably
necsssary and proper to enable the licensing autherity to
ascertain whether the corporation has cosplied Qlth

[sections 1 through 25]« Written questions must be  answered

-19-
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within 30 days after matting or within such additional time
as may be fixed by the licensing authority. Answers sust be
completes In writings and under oathe Written questions
directed to an individual wmust be answered by himy and
written questions directed to a corporation sust be answered
by the presidenty vice presidenty secratarys or assistant
secratarye The licensing aothority shall certify to tne
attcrney gemarale  for such action as the attorney general
considers approprilatesy all written questions and answers
disclosing a violation of [sections 1 through 25)
‘ {2} MWritten gquestions and answers are not open to
public ‘inspection; nor may the licensing authorfty disclose
any facts or information obtained ualess its official duty
requives that the facts or information be made public or the
uritten questions or answers are required evidence in a
criminal proceeding or other action by this statees

Sectlon 26« Repealer. Sections 35-4-3101 through
35-4-107¢ 354201 through 35-4~20&s and 35-4-211 through
35-4-216e MCAy are repealedes

Section 27« Saving clause. This act does not affect
rights and duties that matureds penalties that were
incurredy or proceedings that were begun hefore ([the
effective date of this actls

Section 2B. Severabilitys. If a part of this act is

invalids all valid parts that are severable from the invalid

-20~
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part remaln in offecte If -a part of this act is invalid in

one or more of its applicationss the part remains in effect

in all" walid applications that are severable from the

invalid applicationse

—End-
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HOUSE BILL NO. 257
INTRODUCED BY RAMIREZs FAGGy SPAETH

BY REQUEST OF THE SECRETARY OF STATE

A BILL FOR AN ACT ENTITLED: ™AN ACT TO ADOPT THE AMERICAN
S8AR ASSOCIATION'S MODEL ACT ON PROFESSIONAL CORPURATIONS AND
REPEAL THE LAWS REGULATING CORPORATIONS THAT RENDER
PROFESSIONAL SERVICES; REPEALINQ SECTIONS 35-4-101 THRGUGH
35-4-10Ts 35-4-201 THROUGH 35-4-204¢ AND 35-%-211 THROUGH

35-4-2164 MCA."

8F LT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section I« Short titlee [Sections 1 through 25] may be
cited as the "Montana Professional £orpora£ion Acth.

Section 2. Definitions. As used in [sections 1 through
25]r unless thae context otherwise requiress the following
definitions apply?

(1) *Disqualified person® wmeans any natural persons
corporationy partnerships fiduciaryy trusts associations
government agencyes or other entity that for any reason is or
pecomes ineligible under [sections 1! through 25] to own
shares issued oy a professional corporations

(2) ™fForeiyn professional corporation®™ means a
corporation for profit organized for the purpose of

rendering professional services under o law other than the
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laws of this state,

(3} "Licensing authority" means an officery boardy
agencyy courte or other authority in ihis state that has the
power to issue a license or other iegal authorization to
render a professional servicee.

{4#) *Professional corporation® or “domestic
professional corporation® means a corporation for profit
subject to the provisions of [seétions I through 25)s except
a foreign professional corporation.

(5) "erofessional service® means any service that may
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 uader the Montana
Business Corporation Acte

{6) ™“Qualified person® means a natural persons general
partnerships or professional corporation eligible under
[sections 1 through 25)] to own shares issued by a
professional corporations

Section 3., Application to existing corporationse. (1)
[sections 1 through 251 apply to each professicnal
corporation organized prior to October 1y 19834 If such a
corporation is required to anend its corporate name or
purposes to comply wWith [sections 1 through 253¢ it shall
deliver one duly executed original and one copy of articles

of amendment o restated articles of incorporation

-2- HB 25T
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containing such amendments to the secretary of state within
90 days after October 1l» 1933.

{2) any carparation that is not a professional

corporation may become subject to [sections 1 through 25} 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 through 25} and
containing such amendments of its corporate name or purposes
as are raquired to comply with [sections 1 tinrough 25].

Section &+ Application of the Montana Business
Corporation Actea The Montana Business CLorporation Act
applies to professional corporationss domestic and foreigne
excapt to the extent its provisions are inconsistent with
{sections 1 through 25 ]«

Section 5. Regulatory authorities. No professional
corporationy domestic or foreigny 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 profeﬁsional
service described In its articles of incorporations Nothing
in [sections 1 through 25] restricts or limits the authority
or duty of a Yicensing authority with respect to natural
persons render ing 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. Purposes of carporation. Professional
corporations may be organized under [sections 1 through 25]
only for the purpose of rendering professional services and
services ancillary thereto within a siqgle professions
except that a professional corperation may be incorporated
for the purpose of rendgering professional services within
two or more professions and for any purpose or purposes for
which corporations may be organized under the Montana
Business Coarporation Act to the extent that such combination

of professional purposes or professional and business

purposes is permitted by the licensing Yaws and rules of
this state applicable to such professions.

Section 7« Prohibited activities. A professional
corporation may not engage in any profession or business
other than the profession or professions and business
permitted by its articles of incorporation.

Section 8. General pomerse (L A professional
corporation has the powers enumerated in the Montana
Business Corporation Acts except that it may be a promotery
general partner, wmembers associates orFf manager enly of a
partnershipy joint venturey trusty or other enterprise
engaged only in rendering professional services or carrying

on business permitted by the articles of incerporation of

the professional corporation.
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{2) A professional corporation may invest its funds in
real estate, mortgagess stocksy bondss or any other type of
investment.

Section 9. Rendering servicess A professional
corporationy domestic or foreigny may render prafessional
services in this state only through natural persons
permitted to render Ssuch services in'this state; however,
nothing in [sectioas 1 ‘through 25] requires any person
employed by a professional corporation to be licensed to
perform services for which no license is otherwise required
or prohibits the rendering of professional services by a
licensed natural person acting in his individual capacitys
even if such person s a shareholdery directors officers
employeey or agent of a professional corporatione domestic
or foreigna.

Secticon 10« Responsibility for sarvices.s {i} An
individual who renders professional services as an employee
of a domestic or foreign professional corpq;ation is liable
for any negligent or wrongful act or omissien in which he
personally participates to the 5ame extent as if he had
rendered such services as a sole practitionere An employee
of a professional corporation is not liable for the conduct
of other employees unless he is8 at fault in appointinge
sSupervisings or cooperating with them,

{2) A domestic or foreign professional corporation

=5 HB 257
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whose employee performs professional services within the
scope of his employmant or apparent authority to act for the
corporation Is liable to tha same extent as that eaployee.

(3) ©Except as otherwise provided by statutes the
personal Viability of a shareholder of a domestic or foreign
professional corporation ‘is no greater in any respect than
that of a shareholder of a corporation organized under the
Montana Business Corporation Acte

Section lls Relationship to <clients or patients --
privileged communicationse (1) The relationship between an
individual performing professional services as an employee
of a professional corporations domestic or foreigns and a
client or patient is the same as If the individual performed
such services as a sole practitionars

(2} The relationship between a professional
corporation, domestic or foreigns performing gprofessional
services and the client or patient is the same as between
the client or patient and +the individual performing the
servicess

{3} Any privilege applicable to communications between
a pearson réndering professional services and the person
receiving the services recognized under the statutory or
common law of this state extends to a professional
corporationys domestic or foreigns and its employees.

Section 12« (orporate name. The name of a domestic or

-G HB 257
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foreign professional corporations

(1} must contain the words “professional corporation®
or the abbreviation "P.l.";

(2) way not contain any word or phrase tnat indicates
ar implies that the corporation is orgaﬁEZed for any purpose
other than the purposes contained in its articles of
incorporation;

(3} may not be the same as or deceptively similar to
ANY_ __ASSUMED . _BUSINCSS NASE. LIMIYER PARTNERSHIP _NAMEs
I8ADEMARK. OB SERVILE MARK REGISTERECD QR _RESERYED _MITH _TdE
SECRETARY __OF _STAJE _OR__JIO the name of any domestic
corporation existing wnder the laws of thls state, any
foreign corporation authorized to transact business in this
states a name the exclusive right to which is reserved in
the manner provided in the Montana Business Corporation Acts
or the naie of a corporation that bhas in effect a
registration of its corporate name as provided in the
Montana Business Corporation Acts This subsection does not
apply if:

(a) the similarity vresults from the wuse in the
corporate name of personal names of shareholders or former
shareholders or of natural persons who were associated with
a predecessor entity; or

{p) 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 same or a
deceptively similar name and onhe or more words are added to
make such name distinguishable from such other name or a
certified copy of 8 final decree of a court of competent
jurisdiction establishing the prior right of the corporation
to the use of the name in this state; and

{#}) must conform to rules promulyated by a licensing
authority having jurisdiction of a professional service
described in the articles of incorporation of the
corporations

Section 13e Uirectors and officers. At least one-half
of the combined directors and officers of a professional
corporations other than the secretary and the treasurers
must be qualified persons with respect to the corporatione

Section 14, Issuance and transfer of shares. (1) A
professional corporation may issue sharess fractional
shares, and rights or optioms to purchase shares only to:

{a) natural persons authorized by law of this or any
other states @ territory of the United Statess or the
District of Coiumbia to render a professional service
permitted by the articles of incorporation of the
corporation;

{b) general partnerships in which all the partners are
authorized by 1aw of this or any other state: a territory of

the United Statese or the pistrict of Columbia to render a

-8~ HB8 257
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professional service permitted by the articles of
incorporation and in which at least one partner is
authorized by law in this state to render a professional
service permitted by the articles of incorporation of the
corporation; and

(c} professional corporationss domestic or foreigne
authorized by law in this state to render a prafessional
service permitted by the articles of incorporation of the
corporation.

(2) The licensing authority may by rule further
restrict or condition the issuance of shares in order to
preserve ethical standardss but no rule may cause a person
hoiding shares at the time the rule becomes effective to

become a disqualified person.

{3} A shareholder of a professional corporation may

transfer or pledge sharass fractional sharesy and rights or
options to purchase shares of the corporation only to
natural personsy general partnershipse and professional
corporations qualified to hold shares issued directly to
them by the corporation. This subsection does not prohibit
the transfer of shares of a professional corporation by
operation of law or court decrees

{4) Etach certificate representing shares of a
professional corporation must state conspicuously upon its

face that the shares are subject to restrictions on transfer
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imposed by.[sections 1 through 257 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 section or a rule promulgated under this section is
voide

Section 15 Corporation®'s right to acquire its own
shares. A professional corporation may purchase its own
shares from a disqualified person without regard te the
availability of capital or surplus for such purchase;
howevery no purchase of or payment for its own shares may be
made at a time when the corporation is insolvent or if
purchase or payment would make it insclvente.

Section 16« Death or disqualification of a
shareholders (1) Upon the death of a shareholder of a
professional corporation or if a shareholder of a
professional corporation becomes a disqualified person or if
shares of a professional corporation are transferred by
operation of law or court decree to a disqualified persony
the shares may be transferred to a qualified person and if
not so transferred must be purchased or redeemed by the
corperation 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 private

=10~ HB 257
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agreementy the corporation must within § months after such

death or 30 days after such disqualification or transfer to

"a disqyualified 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 deaths
disqualificationy or transfer. The offer must be given 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 lJatest available date and not more
than 12 wmonths prior to the offer and a profit and loss
statement of the corporation for the lZ-month period ending
on the date of tha balance sheete.

{3) 1If the fair value of the shares is agreed upon
within 30 days after the date of the written offery payment
must be made within 60 days after the date of the offer or
within such other period as the parties fix by agreement and
upon surrender of the certificate or certificates
representing such shares. Upon payment the transferor ceases
to have any interest in such shares.

{#) If the fair walue is not agreed upon within 30
days after the date of the written offers the caorporation
must within the next 30 days file a petition in the district
court of the county in this state where the registerad

office of the corporation is locateds requesting that the
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fair value af such shares he found and determineds If the
corporation fails or refuses to institute the proceedingy
the disqualified person may do sos The disqualified person
must be made a party to a proceeding brought by the
corporationy and a copy of the petition must be served on
the disqualified person if a resident of this state and must
be served by certified mail if a nonresidente. Service on
nonresidents must also be made by publication as provided by
laws The jurisdiction of the court is plenary and exclusives
The disqualified person is entitled to judgment against the
corporation for the fair value of his shares as of the date
of deaths disqualifications or transfer and upon paysent of
the judgment must surreader to the corporation the
certificates representing the shares. The court may in its
discretion order that judgment be paid in instaliments
determined by the court and may appoint one or gore persons
as appraisers to receive avidence and recommend a decision
on the question of fair values

{5) The judgment must include interest from the date
of deaths disqualificationy or transfersy at a rate the court
finds equitabls under the circumstances.

(6) The costs and expenses of a proceeding must be
determined by the court and either assessed against the
corporation or assessed as the court considers equitable if

the court finds that an agreed share value was not reached

-12- Ha 257
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because the disqualified person was arbitrary or vexatious
or did not act in good faiths Expenses include reasonable
compensation for and expenses of the appraiserss but do not
include Fees and expenses of counsel for and experts
employed by any partys except that if the court determines
that the fair value of shares materially exceeds the amount
the corporation offered therefor or if no offer was wmades
the court may award to the disqualified person reasonable
compensation for any expert employed by the disquatified

personas

{71) If a purchasey redemptions or transfer of shares
is not completed within 10 months after the death of the
deceasad shareholder or 5 months after the disqualification
or transfers the corporation shall cancel the shares on its
books and the disqualified person has no further interest as
a shareholder other than bhHis right under this section to
payment for such sharess.

(8) Shares acquired by a corporation upon payment of
their agreed value or payment of a judgment decreeing their
fair value may be held and disposed of as in the case of

other treasury sharess

{9) 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 purchases redemptions or
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transfer of shares of a professional corporation contained
in the articles of incorporations the bylaws, or any private
agreement is specificaliy enforceable in the courts of this
statee.

(ll) This section does not prevent or relieve a
profeséional corporation from paying pension benefits or
other deferred compensation for services rendered to or on
benalf of a former shareholder as otherwise permitted by
laws

Section 17 Amendment of articles of incorporation by
personal representative of scle shareholder®s estate. A
personal representatives guardiany conservators or receiver
of the estate of a shareholder of a professional corporation
who holds all of the cutstanding shares of the corporation
may amend the articles of incorporation by signing a written
consent to amendment. The articies of amendment must be
executed in duplicate by the persona{ representatives
guardiany conservatory or receiver and by the secretary or
assistant secretary of the corporationy verified by one of
the persons signing the articlesy and must set forth:

{1) the name of the corporation;

(2) the amendments adopted;

{3) the date of adoption of the amendments; and

{4) the number of shares outstandinge

Section 18« Proxies and voting trusts. No proxy for

-14— HB 257
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shares of a professional corporation is valid unless given
to a qualified persone A voting tsust for shares of a
professional corporation is invalid unless all trustees and
peneficiaries are qualified personsy except that a voting
trust is wvalid for 10 months after the death of a deceased
beneficiary or for 5 months after a beneficiary has become 2
disqualified persons

Section 1% Merger and consolidation. A professional
corporation may warge or cansolidate with ancther
corporations domestic or foreigne only If every shareholder
of each corporation is qualified to be a shareholder of the
SUrviving or new corporatione If the surviving or new
corporation will render professional services in this states
it shall comply with [sections 1 through 257].

Section 20. Termination of all professional servicess
If a professional corporation ceases to render professional
servicesy it shall amend its articles of-incorporation to
delete from its stated purposes the rendering of
professional services and to conform its corporate name to
the requiremenis of the Montana Business Corporation Acte
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 25j.

Section 21« Involuntary dissolutions A professional

corporation may be dissolved involuntarily by--a--deeree——of
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the--dige;iet-‘caurtt--in--tn--actfen——F+¥ed—hy-the-ateefney
generot-in-whieh-it-is-established-that-the-corporation-—has
failed—-to--compiy-with-any-pravision-of -fsections—i-through
£§1v»uithin-be-dayi--aFtef--reeeipt’-of~-wr+tten—-aeﬁ+ee--te
eemp}yr-$he-iieenﬁéng—auehef+tr—an¢-seeretary-oF-etaee-shaii
eertify-——to——the —ateormay--genaraty-—Ffrom-time-to-timey—the
nanes--af--all--corparationa——that-—heve-—given--couse---for
invotuntary--dissolutiony-together—with-the-pertinent—fectay
and-shati-conenrrentiy—-naii--ea--sach--corporatvon--at--its
regéstefed——offiee-a-not+eevthnt-sueh-eert+€+ene+en*has—been
sades—-Hpon——the-~reeeipt——of-—cereifitatiany-~the--attorney
general--shatt--file-—inveluntary-dissototion—actions—in—the
anm—oi*tha—stnte AS_PROYIRED IM TITLE 352 CHAPTER 6.

Section 22« Admission of foreign professional
corporations =-- application =—-- vrevocations. {1) A foreign
professional corporation is entitled to a certificate of
authority to transact pbusiness in this state only if:

(a) the name of the corporation meets the requirements
of [section 12j;

{b) the corporation is organized only for purposes for
which a professional corporation may be organized under
[sections 1 through 25j; and

{c) all thae shareholderss not less than one-half the
directorss and all the officers other than the secretary and

treasurer of the corporation are qualified persons with
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respect to the corporétlon;

{2) No foreign professional corporation is entitied-teo
REQUIRED TO GBIALN a certificate of authority to transact
business in this state unless it maintains an office in this
state for the conduct of busipess or professional practicee

(3} The application for a certificate of authority
must include a statement that all the shareholderss not less
than one-half the directorsy and al) 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 co}poration fails to comply with
any provision of [sections 1 through 25]« The licensing
authority shall certify to the secretary of states from timpe
to times the names of all foreign professional corporations
that nave given cause for revocationy together with the
facts pertinent theretor and shall concurrently mail to each
corporation at its registered office in this state 3 notice
that such certification has been made. Nu certificate of
authority of a foreign professional corporation may be
revoked unless there has been both 60 gays' notice of intent
to revoke and a failure to correct the noncompliance during

such 60 dayse
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Section 23« Annual reports and statementss (1} The
annual report of each domestic professional corporation and
each foreign piofessional corporation authorized to transact
business in this state filed with the secretary of state
pursuant to the Maontana Business C(orparation Act must
include a statement that all the shareholderss 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 corporatione

fé}--F&nunciu}-—inFefnae+en--eonen+ned-—in-—the-—annuai
rqpert—-eﬁ-u-pﬁnfcsséene*—eerpaentionv-othcf-ehon-the-a-;unt
-F—atated—eop%ee%—ei-the-eorpora&ionv—+s-ﬂut—open-te—-pub++c
énapeeeianf--nor‘—ney-—%he-¢¥icensing--uther+t1—diae}ose-aay
facka~ar-information-in—the-report-untess—ies—offietal-—doty
requires---the—-inferaation-—-to--be——made--public-—or-—the
infermation——is--required-—for--evidence-——in-—any---criminet
preceeding-ep-other—serion-by-this-stater

+3y{2) €Each domestic professional corporation and each
foreign professional corporation authorized to transact
business in this state must annually file before March 1
with each licensing authority having jurisdiction over a
professional service of a type described in its articles of
incorpuration a statement of qualification setting forth the
names and addresses of tne directors and officers of the

corporation and such additional information as the licensing

ot 1 HB 257



(-] ~N ¢ w prow N

9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0257/02

authority may by rule. prescribe as appropriate in
determining whether the corporation is compiying with the
provisions of [Sections 1 through 25] and rules promul gated
under [sections 1 througn 253}« The licensing authority may
charge a fee to cover the cost of filing a statement of
quatificationas
Seetion-24v-—Penattiese-—o—v—t}p-~m——p---—-professionat
eeorporationy-denestic-or-foreigny-convrcted-—of-—fatting-—-to
tinely--or-—truthfuily——answer-written-questions-posed-under
Eeeceron—253-+s-guitity-of-a—misdencanar-and-nay—be-fined-not
aore-than—35603
-tEr--Eeeh—-ofF%eer-—nnd—-d+reeeer-—af-—a---proiessionei
eosrporationy-—donestie-~or-—foretgqnr-—whoe--is--canvieted—eof
faiting-to--tineltyy--truthfualtyr-—or-~fotiy--answar-—written

qugst%ons--poﬁcd-te—h&-—under—foeetioa-251-or-of-sign+ng-any

artielesy—statementy-reporty-applicstiony—or-other--document

fried--with-—a-ticensing-authorrey-knowrng-it~to-be-fatsa-in
any-saterial-respect-i3-—guiiey-of-a-ntsdencanor-and--may~-be
fined-not-more-than-9580«
Section-25r—¥interrogetories~-hy--}icenstag--authorityr
t3y-A-tieensiag-suthority-of-this--state——may--pose—to-+-any
professional--corporationy-demestic-or-foreignr-organized-teo
proceice——a~-profession—-within-—-the—-jurisdieton—of-~-the
++eensing--autherity——and-——tro—any—offieer-or—director-of-the

eorparat+on-——aueh——wiitten—~questions--as-——are-——-reasonabiy

-19- HB 257

LY

~ oW s w

10
11
12
13
14
15
16
17
18
i9
20
2
22
23
24

25

HB 0257,02

neeessary--and-—preper-—tu-unub*e-the-¥+eans+ng-authorier-ea
oseeftain——uhethef—*the*-cofporation—--hus---eenp4+ed--—u¥th
fseetions--i-threughoaii:-Hfitten—quest+ane--ust—be-ansuered
uithin—se—dars-eftervna+++ng-of-within—sueh—add+t+un-+--t+-e
as---uy-be-fi*ed-by-the—+ieonsing-oathoritrr-*nswers*-ust-be
ee-p}ete;—iﬂ-nritingv-—andv-uﬁder--oath---ﬂritten-—qﬂeseieas
direetcd--te——en-—individuai—-au:t--be—-answered-by-hfnv—and
ur+ttcn~quest+on9—d+reeted-te—a-eorporatien-nnst-be-ansnared
by-the—pres+dcﬁtt—riee-presidentr--seefeearrv--or——aas+9tant
secreteryv-—¥he--4+geasing--aathef%ty'—sha**--eertify-ee-the
tttorney—generaiv—for-sueh—aetion-ae-—the——attefner—-gznere%
eons+ders-—approprietev--aii--ufitten-—questions-und-an:uers
diac}osing—a—viuietiou-of-fseetione-i-bhroegh-esis

fe1—-ur+tten—quest+uns-and—-ansuers--ure——net—-epen——eo
pub}ie--+nspeet+ont-nor—-a1-ehe-++een9+ng-authofity-dise}ose
eny-feete—ervﬁnfernatien-obea*neﬂ—un}ess-it:-—off§c+n¥-~dut7
requires-that-the-faets—or—infofnatinn-bn—nadc-pub}ie*or-the
written——questions——of ——SRSWErS-—Ara-~required-evidence-in-s
eriminal-procesding-or-other -sction-by-this-states

Section 24« Repealers Sections 35-4-101 through
35-4-107s 35-4-201 through 35-4-204y ang 35-4-2il through
35-4-2169 MCAy are repealeds

Section 25. Saving clause, This act does not affect
rights and duties that matureds penalties that were

incurreds or proceadings that were begun before [the

-20= HB 257



HB 025T7/02

effective date of this actje

Section 264 Severablilitys If a part of this act is
invalidy all valid parts that are severable from the invalid
part remain in effect. If a part of this act is invalid in
one or more of its applicationsy the part remains in effect
in 31 valid applications that are severable from the
invalid applications.

-End-
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HOUSE BILL NDs 257
INTRODUCED BY RAMIREZs FAGGe SPAETH

BY REQUESY OF TME SECRETARY OF STATE

A BILL FOR AN ACT ENTITLED: ®AN ACT TO ADOPT THE AMERICAN
BAR ASSOCIATION®S MODEL ACT ON PROFESSIONAL CORPORATIONS AND
REPEAL THE LANS REGULATING CORPORATIONS THAT RENDER
PROFESSTIONAL SERVICES; REPEALING SECTIONS 35-4-101 THROUGH
35-4-10T7+ 35-4-201 THROUGH 35-4-20%y AND 35-4-211 THROUGH

35-4-2169 MCA"

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

Section Is Short title. [Sections 1 through 25} may be
cited as the "Montana Professional Corporation Act®.

Section 2. Definitions. As used in [sectipons 1 through
25]y unlass the context otherwise requiress the following
definitions apply:

(1) *"Disgqualified person® means any natural persone
corporations partnerships fiduciarye truste associations
government agencys of other entity that for any reason is or
becomes ineligible under [sections ! through 25] to own
shares issued by a professional corporation.

{2) "“Foreign professional corporation® means a
corporation For profit organized for the purpose of

rendering professional sarvices under a law other than the
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laws of this state.

(3) *Licaensing authority" means an officers boards
agencyy courty or other authority in this state that has the
power to issue @ license or other 1legal authorization to
render a professional service.

(4) "“pProfessional corporation® or Sdomestic
prof.sslonal corporation® means a corporation for profit
subject to the provisions of [sections 1 through 25)» except
a foreign professional corporationa

¢5) "Professional service®™ means any service that may
lawfully be rendered only by persons licensad 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) ™eualified person” means a natural persons general
parthetshipn- or professional corporation eligible under
[sections 1 through 25 to own shares [ssued by a
profaessional corperation.

Section 3. Application to existing corporationss (1)
{Sections 1 through 251 apply to each profassional
corporation organized prior %o October iy 1983. If such 2
corporation Is required to amend its corporate hame or
purposes to comply with [sections 1 through 23], it shal)
deliver one duly executed original and one copy of articles

of awendment or restated articles of facorporation
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containing such amendwents to the secretary of state within
90 days after October le 1983.

€2) Any corporation that is not & professional
corparation may become subject to [sections I through 25} by
delivering to the sacretary of state one duly executed
originat  and one copy of articles of amendment or restated
articles of incorporation sctating that the cnfporatfon
elects to become swbject <to [sections I through 25) and
containing Such asendments of its corporate name or purposes
as are required to comply with [sections I through 25}.

Section 4« Application of <the Montana Business
Corporation Acte. The Montana Business Corporation Act
applies to professional corporationss domestic and foreigns
axcept to the extent its provisions are inconsistent with
isections 1 throwgh 25]s

Section 5. Regulatory authorities. No prefessional
corporationy dJdomestic or foreigne may begin to render
professkonal services in this state until it has filed a
copy of its articles of Incorporation with each licensing
authority having jJurisdiction of a type of professional
service described In its articles of incorperations Nothing
in [sections 1 through 2S5} restricts or limits the authority
or duty of a licensing authority with respect to natural
parsons rendering a3 prefessional service within the
jurisdiction of the llicensing authority or any law or rule

3= HB 257

P W N

o @ - O

10

12
13
14
15
16
17
18
19
20
21

22
23
26
25

HB 02371/02

pertaining te stanvards of professional conducte

Sectlion &« Purposes of corporation. Frofessional
corporations may be organized under {sectlons L through 25)
only for the purpose of rendering professional services and
services ancillary thareto within a siqglc professions
except that & professional corporation t.f be incorporated
for the purpesae of rendering profaessional services within
two or more professions and for ahy purpose or purposes for
which corporations wmay be organized under thae Montana
Business Corporation Act to the extent that such combination
of professional purposes or professionsl and business
purposes is permitted by the licensing taws and rtules of
this state applicable to such professions.

Section Te Prohibited activities. A professional
corporation may not engage in any profession or business
other than the profession or professions and business
permitted by tts articles of Incorporation.

Section 8« General powerse (23] & professional
corporation h8s the powers enumerated in the Nontana
Business Corporation Acty except that it may be 3 promotersy
general partners mnenders associates or manager only of &
partnershipy joint ventures trusty or other enterprise
engsged only in rendering professional serviees or carrying

on business permitted by the articlas of incorperation of

the profassional corporation.

—4- Hy 257
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{2) A professional corporation may invest its funds in
real astates mortgagess stockss bondsy or any other type of
investaent.

Section 9. Rendering servicese A professional
corperation, domestic or foreigne may render ‘proféssional
services in this state only through natural = persons
permitted to render such services in this state; houever.
nothing in [sections 1 through 25] vrequires any person
employed by a professional corporation to be lticensed to
perform Qervices for which no license is otherwise requi}nd
or prohibits the rendering of professional services by a
licensed natural! person acting in his Indi;idual capacitye
even if such person is & shareholdery directory officers
employees or agent of a professional corporations domestic
or foreigne

Section 10. Responsibility for serviceses (L) An
individual who renders profossioﬁal services as an employee
of a domestic or foreign professional corparation is liable
for any negligent or wrongful act or omission in which he
personally participates to tha same extent as if he had
rendared such services as a sale practitionere An employee
of a professional corporation is not llable for the conduct
of other employees unless he is at fault in appointinge
supervisings or cocperating with theme

(2) A domestic or foraign professional corporation
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whose employee performes professional services within the
scope of his employment or apparent authority to act for the
corporation Is liable to the same exteat as that smployee.

{3) Except as otherwise provided by statutey; the
personal Viability of a shareholder of a domastic or foreign
professional - corporation is no greater in any respect than
that of a'shareho]der of a corporation organized under the
Montana Business Corporation Acte

section 1le Relationship to clients or patients --
privileged communicationss (1} The relationship betwsen an
individual performing profeisiunal services as an smplioyee
of a professional corporations domestic or foreigns and 3
client or patient is the same as if the individual performad
such services as a sole practitionara

{2y The relationship between a professional
corporations domestic or foreignsy performing professional
services and the client or patient is the same as between
the client or patient and the individual performing the
SErvicaess

{(3) Any privilege applicable to communications between
a person réndering professional services and the person
receiving the services recognized under the statutory or
common law of this state eoxtends te a professional
corporationy domestic or foreigne and its employees.

Saection 12« Corporate nase., The name of a domestic or

-6- HB 257
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foreign professional corparations

{3} must contain the wgr ds “professional corparation™
or the abbreviatien "Pefe%i

{z) may not contain any word or phrase that indicates
ar isplies that tha carperatien is erganiled for any purpose
other than +the purpases contained in lts articles of
incorporat fong

t3) way not be the same as or deceptively similar to
IEADEMARK. OB SERMICE BABK XEGLSIERED.OR.KESGRMED _MITH JHE
SCCBEYARY.. QFE_ _ SFATE QR 10 tha name of any domestic
corporation existing under the laws of this stater any
foreign corporation authorlzed to transact business in this
states 3 name the exclustve righkt to which s reserved in
the manaer provided ia the Montana Business Carparation Acts
or the name of a corporation that has Iin effect »
registration of its carparakte nams as provided o the
Montana Business Corporation ACte This subsection does nat
apply ifs

fa) the simitarity results from the use in the
corparate name of psesonal names of shareholders or formes
shavrehalders ar of natural persoat whe ware sssoaclated with
» pregecessar eaklity; er

{h) the corporatien Filas with the secretary of state
eithar the written caonsent of such other corposakion o

~¥- HB 25T
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holder of a reserved or registered name to use the 5ame or a
deceptively similar name and ome of mare werds arg added te
a3ke such name distinguishahble from such othar name ox 3
cartified ceopy of a final decree of a court of qompetant
jurisdiction establishing the prior right of the gorporation
to the use of the name in thiz statei and

(4) must conform to rules promulgatad by a ticemsing
authority having jurisdigtion of a profassional sarvice
described in the articles of incarporation of the
corporations

Section 33« Directors and officars. At least ope~half
of the combined directors and officars of a professional
corporatiaons other than the secretary ang the treasurers
aust ba qualified persons with respact to tha corparatione

Section l4. Issuance and transfer of shares. (1) A
professional corparation may issus sharess fractional
sharese and rlghts or options to purchase shares aaly to:

fa) nasural persons authorized hy taw of this ar any
other states & tarritory of the United States, or the
pistrict Q(E Columbia to resdar a professional service
permitted by the attickes of incorporation of the
corporakiong

th) geasral partnerships (n which 311 tha parinars are
autherized by baw of this of any other state. & territosy of
the Ualted 3tatess ar tha Bistrict af ¢olwshia tg readar 3

& Hh 257
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professional  service permitted by the articles of
incorporation and In which at least one partner is
authorized by lam in this stete to render "a professional
service permitted by the articles of incorporation of the
corporation; and

{c) professional corporationsy domestic or foreigny
authorized by law ia this state to render a professional
service permitted by the articlaes of incorporation of the
corporations

(2) The licensing authority may by rule further
restrict or condition the issuance of shares in order to
preserve ethical standards:s but no rule may cause & person
hoiding shares at the time the rule becomes -effective to
pecome a disqual ified person.

{3) A shareholder cof a professional corporation msay
transfer or pledge sharess fractional sharessy and rights or
options to purchase shares of the corporation -only to
natural persoasy general partnerships: and professional
corporations qualifiad to held shares issued directly to
them by the corporatione This subsection does not prohibit
the ¢transfer of shares of a professional corporation by
operation of law or court decreee.

{&#) Each certificate representing shares of a
professional corporation must state conspicuously upon its

face that the shares are subject to restrictions on transfer

-9- HB 257
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imposed by [sections 1 through 25] and te restrictions on
transfer Iimposad by the 1licensing authority pursuant te
[sections 1 thraough 25}.

(5) Any issvance or transfer of shares in violation of
this section or a rule ﬁ;o-nlgated under this section is
voide v

Section 15. Corporption's right to acquire its own
shares. A professional corporation may purchase its own
shares from a disqualified parson without regard to the
availability of capital or surplus for such purchase;
hawavers no purchase of or payment for its own shares say bhe
made ‘at a3 time when the corporation Is insolvent or if
purchase or payment would make it insolvent.

Section 16. Owmath or disqualification of a
shareholderes (1) Upon the death of a shareholder of a
profassional corporation or |if a shareholder of a
professional carporation becomes a disqualified person or if
shares of a professional corporation are transferred by
oparation of Taw or court decree to a disqualified persons
the shares may be transferred to a qualified person and if
not so transferred must be purchased or redaesed by the
corporation to the extent that the corporation has funds
iegally available for the purchase.

(21 1If 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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agreuments the <corporationt must within & months sfter such
death or 30 days after such disqualification or transfer to
a disqualified person make 3 written offer to pay for the
shares at a specified price coansidered by the corporation to
be the falr valus thereof as of the date of deaths
disqualifications or transfers. The offer must be given to
the personal representative of the estate of a deceased
shareholder or to the disqualified sharehalder or transferes
and wmust be accompanied by both a balance shest of the
corperation as of the latest available date and not more
than 12 wmonths prior to the offer and a profit and loss
statement of the corporation for the 1Z-month pariod ending
on the date of the balance sheetes

{3y 1f the falr wvalue of the shares is agresed upon
within 30 days after the date of the written offery payssat
sust ba made within 60 days after the date of the offer or
within such other perlod as the parties. fix by agreement and
upon Surrender of the certificate or certificates
rcpr.unti.ng such shares. Upon payment tha transferor ceases
to have any interdst in such shares.

(4) If ths falr wvalue is not agreed upon within 30
days after the date of the written offers the corporation
wust within the next 30 days file 4 petition in the district
court of the county in this state where the registered

office of tha corporation is locateds requesting that the

~11l- Ha 257
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fair value gof such shares be found and determingds If the
corporation fails or refusex to institute the proceedings
the disqualified person may do sge. The disquatified person
must be made 2 party to a proceeding brostght by the
corporationy and a copy of the petition gust be served on
the disqualified persen if a resident of this state and must
be served by vertified mail if & nonresident. Service on
nonrasidents must also be made by publication as provided by
lawe The jurisdiction of the court is plenary and exclusive.
The disqualified person is entitlead to judgment against the
corporation for the fair valus of his shares as of the date
of deaths disqualifications or transfer and upon paymant of
the judgment Bust surrender to the corporation the
certificates repressnting the shares. The court may in its
discretion order that judgment be paid In installsents
determined by the court and may appoiat ope oF =ore parsons
as appraisers tp recaive svidence and recommend @ decision
on the question of fair values

{5) Tha judgment must includm intereast fros the date
of deaths disqualifications ar transfery at a rate the court
finds equitable under the circumstances,

(6) Tha costs amd wxpenses of a procesding ayst be
determined by the court and either assﬁsind sgRinst the
corporation er assessed as the court considers sguitable if

the court finds that an agreed share value was nRot reached

~ig~ Ha 257
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because the disquallfied person was arbitrary or vexatious
or did not act in good faiths Expenses include reasonable
compensation for and expenses of the appraiserss but do not
include fees and expenses of counsel Ffor and experts
employed by any partyy except that if the court determines
that the fair value of shares materially exceeds the amount
the corporation offered therefor or if no offar was maday
the court may award to the disqualified person reasonable
coupensatién for any expert employed by the disqualified
persone.

(7) If a purchases redemptions or transfer of shares
is not completed within 10 months after the death of the
deceased shareholder or 5 months after the disqualification
or transfer, the corporation shall canced the shares on its
books and the disqualified person has no further interest as
a shareholder other than his right onder this section to
payment for such sharess

{8) Shares acquired by a corporation upon payment of
their agreed value or payment of a judgment decreeing their
fair value say be held and disposed of as in the case of

other treasury shares.
{?} This section does not apply to shares of a

disqualified parson if the period of disqualification is

less than 5 monthse

{10) any provision regarding purchasey redemptions or

-13- HB 257
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transfer of shares of a profesgional corporation contained
in the articles of incorporations the bylawssy or any private
agreement is specifically enforceable in the courts of this
states

(11) This section does mnot prevent or relieve a
professional corporation from paying pension benefits or
other deferred compensation for services rendared to or on
behalf of a former shareholder as otheruiss permitted by
Tave

Section 17« Amendment of articles of incorporation by
parsonal representative of sole sharsholder's estate. A
personal representatives guardiane conservators or recaiver
of the estate of a.shareholder of a professional corporation
who holds all of the outstianding shares of the corporation
may amand the articles of incorporation by signing a written
consent to amendment. The articles of amendment must be
axecuted in duplicate by the personal representatives
guardians conservators or receiver and by the secretary or
assistant secretary of the corporation, verified by one of
the persons signing the articless and aust set forth:s

{1} the name of tha corporation;

{2) the amendments adopted;

{3) the date of adoption of the amendments; and

{4) the number of shares outstanding.

Section 18« Proxies and voting trustss No proxy for

14— HB 257
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shares of a professional corpogation is valid unless given
to a qualified persons A voting trust Ffor shares of 2
professional corporation is invalid unless all trustees and
beneflciaries are qualified personss except that a veting
trust is vatid for 10 months after the death of a deceased
beneficiary or for % months after a beneficiary has become a
disqualified parsana

Section 1%. MNerger and consolidation. A professional
corporation way nerge or consolidate with another
corpaorations domestic or foraigns only if every shareholder
of wach corparation ks qualtified to be a sharvaholder of the
sufFviving oF nes corperation. If the surviving or onew
carpaoration will render professional Services in this states
it shall comply with [sections § throewgh 23).

Sactian 20, Terminationa of a¥F professiona) servicese
If a professional corpuration ceases to reader professliomal
servicesy It shall amend its articles of incogparation to
delete from its statad purposes the rendering of
professional sarvices and to conform ity corperate name to
the reguirements of the Mostana Business Corporation Act.
The carporation may thes continue in existeace 35 &
cerporat ian under the Moatana Business Corposation Ackt and
is oo bonger subject to [tections I through 25

Section 2l [nweluntary ddFissolutione KA professional
corgoration may be dissolved insgluatar iy hyp—a-—-decreo—of
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the-~diseriet--eourity=-in—-of-—getion--fitad-by-tha-attorney
generet-in-which—it-rs-esteblrahed-that-the-corperation--has
faited--to——compiy-with-any-proviasion—of —f sectionas-i-tiarough
2!&1*w#théu-éﬁ-éaya—-ofeer-—reeeépi—-OF-—wfitt.n——notie.*-tﬁ-
eonp%rv-¢hov}6etneing-author+t7—and~s.cfeeory—.i—st.tewtha%*
eertiﬁy--to—-thev~ottefner——gtanfoiv—-fvon-tint-to-tim-;—ihc
nemes——af--sil~~corporations—~that--have--given--cause-~-for
énvo}uneafy-—di-a-iutiunv-tegnehef—uith-tﬁe-peftintnt-FaGtﬂv
and-shait-cencarrentiy-—naid-~to--etch--carporation——at-—its
registered--nffice-a-notice-thet—sueh-certificatisn-has—heen
-nde-*~Up-a-—tho--reee+pe--o§--eartif+cut+¢av-~th--attefﬂ¢f—
g.n.r.i--:ha}&--ii%c--+avc%untar,-dfsso*nt+on—aeeiautrin—the
name-of-vhe-shete AS PROVIQED 1M TITLE 25e CHAPIER .

Section Z2e Admission of foreigm professional
corporatians -—— application -- ravocations (1) A foreign
professional corporation is entitfed ta a certificate of
authority to tramssact business in this state only if:

ta) the name of the corporation meegts the requirements
of [section M}

tb) the corporation iS5 organized onty for purposes Ffor
which a professional corpocation may be organized under
[sections L through 25); and

fc} alk the sharehglderss not Tess than one-half the
directarsy and all the ocfficers other than the secretary and

treasurer of the corporatiea are guatified persoms with

iy T W 257
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respect to the corporatione

{2) No toreign professional corporation is sntitied-to
AEQUIRED TO OBIAIN @ certificate of asuthority to transact
business in this state unless it maintains an office in this
state for the conduct of business or professional practicas

(3) The application for a certificate of authority
sust include a statement that all the sharahoiders. not less
than one-half the directorss and all tﬁe officers other than
the secretary and treasurer are licensed in at least one
state or territory or the District of Colusbia to render a
profassional service described in the statement of purposes
of the corporation.

{4} The certificate of authority may be revoked by the
secretary of state ff the corporation fails to comply with
any provision of [sections 1 through 25]. The litensing
authority shall certify to the secretary of statee from time
to timey the names of all foreign professional’ corporations
that have given cause for ravocations together with the
facts partinent therato, and shall concurrently mail to each
corporation at its registered office in this state a notice
that such certifictation has been made. No certificate of
authority of a foreign professional corporation may be
revoked unless there has been both 60 days®' notice of inteat
to ravoke and a failure to correct the noncoswpliance during

such 60 days.
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Saction 23. Annual reports and statemsents. (1) The
annual report of each domestic professional corporation end
each foreign professional corporation authorized to transact
business in this state filed with the secretary of state
pursuant to the Montana Business Corporation Act must
include a statement that all fﬁa shareholderss not less than
one-half the directors, and all the officers other than the
secratary and treasurer of the corporation are qual {fied
paersons with respect to the corporations

12*--Fia-ne+a§——iafor-tieﬂ-—eeatained—-in--thn—-onnuo%
rcport—-of-e-proiess#onai-e.vpofaeienv~othcf-thon—ehe-nuﬁunt
af-stated-cophtai-of-the—corporations-is-not-open—to——pubiie
inspectiong-—ner--may--the—iicensing-suthority-discloae-any
facts-sr-infersation-in-the-report-mmtess-its—officiot-—duty
rcquire-——-thc-—-infcr-et+on———to—-be——-.d.—-p-b}ie-or—-iho
rnfermation~-~is--required--for--evidence--in——any-—-eriminod
proceeding-or-other-ection-by-this-stetey

t3142) Each domestic professional corporation and eech
foreign professional corporation authorized +to transact
business in this state must annually file before March 1
with each licensing authority having jurisdiction over
professional service of a type described in its articles of
incorporation a statement of qualification setting forth the
names and addresses of the directors and officers of the

corporation and such additional information as the licensing

-16~ HB 257
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authority may by rule prescribe as appropriate in
determining whether tha corporation is complying with 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 statement of
qualificatiane

Seehion-24e——Panadtresprnrmmntdpo——ma A= prefesaionad
esrporationy—donestic-or-forelgny-convicted--of--Faiting-~te
tipelr--or--truehfn%iy--snawer*-ritten-quest&ons-pqscd-oader
faection~-254-iy-guitiy-of-s—sisdemcanor-and-may-be-fined-not
sore-than—3568s

t2y-~ésch-~of Ficer-~and--director-——of-~a---professionat
corparetiony--dosestic--or--foreighv--who--is--convictad——of
farting-to--timelyy-—truthfaltyr-—or-~fulty—-answer—written
questions--pesed-to—him-under-fseetion-25i-or-of-siqgning-mny
articiesy-statementy-reporey-appiicationv-or-other--docusent
fited-—with—-a-}ieensing-authority-knowing—it-te—-be—fatse—in
sny-materiat-respect-ta-guiity-of-a-aisdemcansr-and--may--be
fined-not-mora-than-3500y

Section~2S5r-~fnterrogateries—-by--ticensing—-autharitys
tiy-a-ticensing-authority-of-this-~state--may—-pose——to——any
professionat--corperationy-demestic-or-foreigny-organized-to
praetice—-a--profession--within--the--jurisdiction—of-~-the
tieensing——autherity-—-ond--te-any-officer-or-director-of~the

eorperation——suth-~writtean——questions--os---are---reasenabiy
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necessary--and--propar--to-ansbie-che-ticensing-suthoriby-te
asesrtain--whethar--thea--corparation---has---conptied-——-with
faections~-i-through-25jy-lrittan—quastians-aust-hea-answared
nichin-38-days-nftar-matiétng-~or-within-such-ndditionaly-~time
as--aay-he-fined-by-the-}icansing-authorityr-Ansuers-must-be
completer—ta-Writingy-—-ond-—under--saths--Heitten--questions
dirrected-~to-—an-—individual-—-must--pe--answered-by-nimr-asnd
written-questions-directad-to-a-corporation-assst-be-answarsd
by-the-presidenty-vica-presidenty--Se¢retaryy--or--asststant
secretaryr——Fhe-—}rcensing-—osothority--shait-—certify-to-the
attorney-generaly-for~sueh-action-as~—the-—attorney-—qenerat
eansidcr:--eppropriatev-—a§}~—nritten‘-qﬁestions~cn¢~an:-ers
disclosing-a-viotation-of-fscetions-i-throuvgh-253s

t2)--dritten-questions-and--answers--ars--not--open--to
pubtic--tnspeetiont-nor-may-the-i+eensing-suthorrty-disctose
any-feacts-or-information-obtatned-untesas-its—~offictot-~duty
requires-that-the~facts-or-information-be-aade-publie-or-the
written-—questions-—or--answers--are—~requited-evidence—in-a
erininsi-proceeding-or-osther-action-by- ks gkasen

Section 24e HRepealera Sections 35-4-101 through
35-4-107Ty 35~4~201 tnrough 35-4-204y and 3%5-4-2}l1 through
35-4-216+ MCAs are repealede

Section 25« Saving clauses This act does nat affect
rights and duties ¢that matyreds penaltias that were

incurredy or proceadings that were begun bafore [the
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effective date of this act]e.

Sectlon 26. Severabllitys If a part of this act is
invalids 211 valid parts that are severable from the invalid
part raemain in effects If & part of this act is invalid in
one or more of its applicationsy the part remains in effect
in all vaiid applicstions that are severable from the
invalid applications.
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HOUSE BILL NO. 257
INTRODUCED BY RAMIREZy FAGGy SPAETH

BY REQUEST OF THE SECRETARY OF STATE

A BILL FOR AN ACT ENTIYLED: ™AN ACT TOQ ADOPT THE AMERICAN
BAR ASSOCIATION®S MODEL ACT ON PROFESSIONAL CORPORATIONS AND
REPEAL THE LANS REGULATING CORPORATIONS THAT RENDER
PROFESSTONAL SERVICES; REPEALING SECTIONS 35-4-101 THROUGH
35~6-137y 35-4-201 THROUGH 35-4-204y AND 35-4-211 THROUGH

35-4-216¢ MCAL®

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

Section le Short titles {Sections 1 through 25] may be
citea as the "Montana Professional Carporation Act®™.

Section 2. Definitions. AS used in {sections 1 through
25)+ unless the context otherwise requiress the following
definitions apply:

i} "Disqualified person™ means any natural persons
corporatione partnershipe Ffiduciarys trusts associations
goveraxent agencys or other entity that for any reason is or
becomes Ineliqgible under ([sections 1 through 25] to own
shares issued by a professional corporatione

{2} “Foreign professional corporation® means a
corporation for profit organized for the purpose of

rendering professional services under a law other than the
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Jaws of this state.

{3) ™“Licensing authority®™ means an officery boards
agencys courts or other authority in this state that has the
power to issue a license or other 1legal authorization to
render a professional service.

{*) *"Professional corporation® or sdomestic
professional corporation® means a corporation for profit
subject to the provisions of [sections 1 through 25]sy except
a foreign professional corporation.

(5) ™Professional service® means any service that may
lawfully be rendered onl'y by persons licensed under a
Yicensing Jlaw of this state and that may not lawfully be
rendered by a corporation organized wunder the Montana
Business Corporatlion Acte

{6) ™Qualified person®™ means a natural persons general
partnerships or professional corporation eltigible under
[{sections 1 througn 25} to own shares J#ssued by a
professional corporatione.

Section 3. Application to existing corporations. (1)
[Sections t through 25] apply to each professional
corporation organized prior to October 1, 19834 IFf such a
corparition is required to amend Iits corporate name or
purposes to comply with [sections L through 25}y it shall
deliver one duly executed original and one copy of articles

of amendment or restated articles of incorporation

-?= HB 257
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containing such amendments to the secretary of state within
90 days after Uctober 1ls 1983.

(2) Any carporation that is not a professianal
corparation may become subject to [sections 1 through 25} by
delivering to the secretary of state one duly executed
original and one copy of articles of amendment of restated
ariicles ofF incorporation stating that the corporation
elects to become subject to [sections 1 through 25] and
containing such amendments of its corporate nameé or purposes
as are required to comply with [sections 1 tnrough 25].

Section &« Application of the Montana Business
Corporation Acte The Montana Business Corporation Act
applies to professional corporationss domestic and foreigne
except to the extent its provisions are inconsistent with
[sections 1 through 25].

Section 5. Regulatory authoritiese No professional
corporations domestii or foreigny wmay 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 professional
service described in its articles of incorporatione Nothing
in [sections 1 through 25} restricts or limits the authority
or duty of 8 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 canducte

Section 6. Purpoases of corporation. Profaessional
corporatians may be organized under [sections 1 through 23}
only for the purpose of render ing professional sarvices and
services ancillary thereto within a siqgle professions
except that a professional carporation may be incorporated
for the purpose of rengering professional services within
two or more professions and for any purpose or purposes for
which corporations may be organized under the Montana
dusiness Corporation Act to the extent that such combination
of profaessional purposes or prafessional and business
purposes is permitted by the licensing taws and rulas of
this state applicable to such professionse.

Saction T« Prohibited activitieses A professional
corporation may not engage in any profession or business
other than the profession or professions and business
permitted by its articles of incorporation.

section Be General powerses {1) A professional
corporation has the powers enumerated in the Montana
Business Corporation Acts except that it may be a promotery
general partnary wembers assocliates or manager only of a
partnerships joint vantures trusty or othar esterprise
engaged only in rendering professional services or carrying

on business permitted by the articles of incorporation of

the professional corporation.

~f- HB 25T
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[2) A professional corporation may invest its funds in
real estate, wmortgagese stockse bondss or any other type of
investaent.

Section 9. Rendering servicas. A professional
corporations domestic or foreigny may render professional
services im this state only through natural peréons
permitted to render such services in this state; howevers
nothing in [sections 1 through 25)] requires any person
emplaoyed by a professional corparation to be licensed to
perform services for which no licenlg is otherwise required
or prohibits the rendering of professional services by a
licensed natural person acting in his individual capacitys
aven if such person i5 & sharenolders directors officers
employeey or agent of a professional corporations domestic
or foreigne.

Section 10. Responsibility for servicesa (1) An
individual who renders professSional services as an employee
of a domestic or foreign profassional corperation is liable
for any negligant or wrongful act or onitsio; in which he
personally participates to the same extent as {f he had
rendered such services as a sole practitionere An employee
of a profassional corporation is not liable for the conduct
of other amployees unless he is at fault in appointinge
supervisings or cooperating with them.

(2) & domestic or foreign professional corporation

-5- HB 257
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whose amployee performs professional services wWithin the
scope of his employment or apparant authority to act for the
corporation is liable to the same extent as that smployee.

{3) Except as otherwise providad by statutes; the
personal lisbility of a shareholder of a domestic or foreign
professional corporation s no greater in any respect than
that of a shareholder of a corporation organized under the
montana Business Corporation Act.

Section 1l Relationship to clients or patients ~-
privileged communicationse {1) The relationship between an
ingividual performing professional services as an employee
of a professional corporations domestic or foreigns and a
client or patient is the same as If the individual perforsed
such services as a3 sole practitionare.

{2} The ralationship betwean a professional
corporations domestic or foreigns performing professional
sefvices 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 communications batwaen
a pearson renderéing professional services and the person
receiving the services recognized under the statutory or
common law of this state extends to a professional
corporations domestic or foreigne and its employees.

Section l2e (orporate names The name of a domestic or

-6- HB 257
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foreign professional corporation:

(1) must contain the words "professional corporation®
or the abbreviation "P.C.%;

(2) wmay not contain any word or phrase that indicates
or implies that the corporation Iis organized for any purpose
other than the purposas contained in its articles of
incorporations

{3) may not be the Same as or deceptively similar to
ANY__ASSUMED . _BUSINESS NAMEe. _LIMITER _PARTNEASHIP _NAME.
IRADEMARKs OR SERVEICE MARK REGISIEREQ OR_BESERYEQ _MWITH _THE
SECRETARY __OF _STAJE__OR__I0 the name of any domestic
corporation axisting under the laws of this states any
for2ign corporation authorized to transact pusiness in this
state, 3 name the axclusive right to which is resesved in
the manner provideg in the Montana Business Corporation Acty
or the name of a corporation that has in effect a
registration of itsS corporate name as provided in the
Montana Business Corporation Acts This subsection does not
apply ifs:

(a} the similarity results from the use in the
corporate name of personal names 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

gither the written consent of such other corporation or
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holder of a reserved or reglstered name to use the same our 2
deceptively similar name and one or more words are added to
sake such name distinguishable from such other name or a
cartifies copy of a final decree of a court of compatent
jurisdiction establishing the prior right of the corporation
to the use of the name in this state; and

(4) must conform to rules promulgated by a ticansing
authority having jurisdiction of a professional service
described in the articles of incorporation of the
corporations

Section 13. Directors and officerse At least one-half
of the compined difectors and officers of a professional
corporationy other than the secretary ano the treasurery
must be qualified persons with respect to the corporations

Section 14« Issuance and transfer of sharess {1} A
professional corporation may issue sharasy fractional
sharess and rights or options to purchase shares only to:

{a) natural persons authorized by law of this or any
other states a territory of the Umited Statesy or the
District of Columbia to render a professional service
parmitted by the articles of incorporation of the
corporation;

(b) general partnerships in which all the partaers are
authorized by law of this or any other state, 3 territory of

the Unlted Statess or the pistrict of Columbia to render a
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professional service permitted by the articles of
incorporation and in which at least ome partner is
authorized by law in this state to render a professional
service permitted by the articles of incorporation of the
corporationi and

tc) profassional corporationss domestic or foreignse
authorized by law ia this state to render a professional
service permitted by the articles of incorporation of the
corporatione

(2) The licensing authority msay by rule further
restrict or condition the issuance of shares in order to
preserve ethical standardsy but no rule may cause a person
holding shares at the time the rule pecomes effective to
become a ﬂlsqua\ified persons

{3} A shareholder of a professional corporation may
transfer or pledge sharesy fractional sharess and rights or
eptions to purchase shares ofF the corperation only to
anatural personse general partnershipss and professional
corporations gqualified to hold shares issuved directly to
them by the corporation. This subsection does not prohibit
the transfer of shares of a professional corporation by
operation of law or court decreee

(4} Each certificate representing shares of a
professional corporation must state conspicuously upon its

face that the shares are subject to restrictions on transfer
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imposed by [sections 1 through 251 and to rastrictions on
transfer imposad by the licensing authority pursuant to
[{sections 1 through 25 ]«

(5) Any issuance or transfer of shares Iin violation of
this section or a rule proaulgated under this section is
voidae

Section 15+ Corporation's right to acquire its own
sharese A professional corporation may purchase its own
shares from a disqualified person without regard to the
availability of capital or surplus for such purchase;
howevery no purchase of or payment for its own shares may be
made at a time when the corporation is insclvent or if
purchase or payment would make it insclvent.

Section lés. Death or disqualification of a
shareholdere (1) Upon the death of a shareholder of a
professional! corporation of if a shareholder of a
professional corperation becomes a disqualified person or if
shares of a professional corporation are transferred by
oparation of law or court decree to 3 disqualified persony
the shares wmay be transferred to a qualified person and if
not so transferred must be purchased or redeemed by the
corporation to the aextent that the corporation has funds
Tagally available for the purchase.

{2) 1f the share price is not fixed by the articles of

incorporation of bylaws of the corporation or by private
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agreements the corporation must within & months after such
death or 30 days after such disqualification or transfer 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 deaths
disqualifications or transfera The offer must be given to
the personal representative of tha estate of a deceased
shareholder or to the disqualified shareholder or transferee
ang wmust 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 a2 profit and loss
stotement of the corporation for the 12-month 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 offery payment
must be made within 60 days after the date of the offer or
within such other period as the parties fix by agreement and
ypon surrender of the certificate or certificates
reprasenting such shares. Upon payment the transferor ceasas
to have any interest in such shares.

(4y If the fair wvalue is not agreed upon within 30
days after the date of the written offers the corporation
must within the next 30 days file a petition in the district
court of the county in this state where the registered

affice of the corporation is Yocateds requesting that the
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fair value of such shares be found and determined. 1¥ the
corparation fails or refuses to institute the proceedings
the disqualified person may do Su. The disqualified person
must be made a party to a proceeding brought by the
corporations and a copy of the petition must be served on
the disqualified person if a resident of this state and must
be served by certitied mail if a nonresidents Service on
nonresidents must also be made by publication as provided by
jawe The jurisdiction of the court is plenary and exclusivee
The disqualified persun is entitled to judgment against the
corparation for the fair value of his shares as of the date
of deathy disqualifications or transfer and upon payment of
the judgment wmust surrender to the corporation the
certificates representing the shares. The court may in its
discretion order that judgment be paid in instaltlments
determined by the court and may appoint one or more persons
as appraisers to receive evidenca and recommend 32 decision
on the question of fair value.

{5} The judgment must include interest from the date
of death: disqualification: or transfers at a rate the court
finds equitable under the gcircumstances.

(6} The costs and expenses of a proceeding must be
determined by the court and either assessed against the
carporation or assessed as the court coasiders equitable if

the court finds that an agreed share value was not reachad
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because the disgualified person was arbitrary or vexatious
or did mot act in good faiths Expenses include reasonable
compensation for and expenses of the appraiserss but da not
inctude Faes and expensas of counsel for and experts
employed by any partys except that if the court determines
that the fair valua of shares materially exceeds the amount
the corporation offered therefor or if no offer was wmadey
the court amay award to the disqualified person reasonable
compensation for any expert employed by the disqualified
persone

(7) If a purchases redemptiony Or transfer of shares
is not completed within 10 months after the death of the
deceased shareholder or 5 months after the disqualification
or transfers the corporation shall cancel the shares on its
books and the disqualified person has no further interest as
a shareholder other than his right wder this section to
payaent for such shares.

{8} Shares acquired by a corporation upon payment of
their agreed value or payment of a judgmant decreeing their
fair value may be held and disposed of a5 in the case of

other treasury sharese
(9) This secticn does not apply to shares of a

disqualified person if the period of disqualification is

Yess than 5 sonths,

{10} any provision regarding purchases redemption: or
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transfer of shares of a profassional corporation contained
in the articles of incorporationy the bylawss or any private
agreement is specifically enforceable in the courts of this
states

(il)} This section does mnot prevent or ralieve a
professional corporation from paying pension banafits or
other deferred compensation for services rendared to or on
behalf of a former sharehcider as otherwise permitted by
lawe

Section 17. Amendment of articles of incorporation by
personal representative of sole shareholder’s estate. A
personal representatives guardians conservators or receiver
of the estate of a shareholder of a professional corporation
who hoelds all of the outstanding shares of the carporation
may amend the articles of incorporation by signing a written
consent to amendaent. The articles of amsendment wmust be
executed in duplicate vy the personal representatives
guardiany conservatory ar receiver and by the secretary or
assistant secretary of the corporations verified by one of
the persons signing the articlesy and must zat forth:

(1) the name of the corporation;

(2} the amendments adopted]

(3) the date of adeption of the amendments; and

(4) the number of shares outstandinge.

Section 18« Proxies and voting trustse No proxy for

14— HE 257
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shares of a professional corporation is valid unless given
to a qualified persone A voting trust for shares of 3
professional corporation is invalid unltess all trustees and
beneficiaries are qualified personss except that a veting
trust is valid for 10 months after the death of a deceased
peneficiary or for 5 months after a beneficiary has become 23
disqualifiad persone

Section 19. Merger and conso}idations A professional
corporation wmay werge or consolidate with another
corporations domestic or fareigny only if every shareholder
of each corporation is qualified to be a shareholder of the
Surviving or new corporation. If the surviving or new
corparation will render professional services in this statey
it shall comply with [sections 1 through 25].

Saction 20, Termination of all professional servicesa
if a professional corporation ceases to render professional
servicesy It shall amend its articles of incorporation to
delete from its stated purposes the rendering of
professional services and to conform its corporate name to
the requirements of the Montana Business Corporation Act.
The corporation may then continue in existence as a
carporation under the Montana Business Corporation Act and
is no laonger subject to [Sections 1 through 25%].

Section 21. Involuntary dissclutione A professional

corporation may ba dissclved involuntarily by--a--deeree—aof
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the--diatrict--courty--in--un-—sction--f+rted-by-the-astrorney
genefa%-+n—wh+ch~+e-is-estab+i:hed-that-the-eerporutfon——has
#oi+¢d--to--eelp%y—uieh-unr-pfev+s+an-af-fseetiena-!—threugh
2511-u+eh6n—&9-d-ri—-aﬁecv--reeeipt—-of--nfiteen--netiee--to
ecnp%y--;he—}ieensing-nutho!ity-ﬂnd—naeretlry-of-ttate—shc%}
eerei#y--ee—-ehe-—ntearnoy--genore$v~-6ro-—tinc-eo-tén-'-ehe
na-c.—»of--el&-—eefpofaeéons--ehat--hove—-givcn--quQQ-—-For
+nvo%uneefy-—diﬁao&ueienv-eegeehef—uith—the—pertin-ﬂt—foetsv
and-shali-coneurrentiy--nail--to-—eack~-corporation-——at--its
fegigterad--off#ee—n—noe6ee-th-e-1ueh-eert+6icot+on—hoa-heen
.ade---Upon--eha--reee+pe--of—-eor!+F*eetianv~~thc-attofﬂer
generni--shai%—-#6%e--invo*untary-¢+sseiue+an-aee§en|-+n-the
name—of-the-seate AS PROYEGED IN TITLE 35s CHAPIER €.

section 22« AdmissSion of foreign professional
corporations -- application -- revocation. (1) A foreign
professional corporation is entitled to a certificate of
authority to transact pusiness in this state only if:

(a} the name of the corporation meets the requirements
of [section 12)3

(b} the corporation is organized only for purposes for
which a professional corporation may be organized under
[sections 1 through 25); and

{c) all the shareholders, not less than one-half the
directorss and all tha officers other than the secretary and

treasurer of the corporation are qualified persons with
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respact to the corporatlon.

{Z) No Foreign profassional corporation is entitied-to
REQUIRED TO OBIALN @ certificate of authority to transact
business in this state unless it maintains an office in this
state Ffor the conduct of business or professional practicCes

(3) The appliéation for a certificate of authority
must inciude a statement that all the sharehclderss not less
than one-half the directorsy and atl the officers other than
the secretary and treasdyrer 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
secratary of state if the corporation f2ils to comply with
any provision of ([sections 1 through 25])s The licensing
autharity shall certify to the secretary of statas from time
to timesy the names of all foreign professional" corporations
that have given cause for revocations together with the
facts partinent theretoy and shall concurrently wail to each
corporation at its registered offlice in this state a notice
that such ceartification has been mades Nu certificate of
auvthority of a foreign professional corporation may be
revoked unless thara has been bhoth 60 days® notice of intent
to ravoke and a failure to correct the noncompliance during

such 60 days.
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Section 23 Annual reports and statementse (1) The
annual report of each domestic professional corporation and
each forelign professional corporation authorized to transact
business In this state filed with the secretary of state
pursuant to the Montana Business Corporation Act wesust
include a statement that all the shareholdersy not less than
one~half the directorss and all the officers other than the
secretary and treasurer of the corporation are qualified
persons ujth respect to the corporation.

fay—-5+h-né+a¥——inFcr-t%en——eentoincd——+n-—the-—anno&%
reperi--of-a-prefuassional-corpeorationy-sther-then-the—ssount
eof-stated-capitat-of-the-corporetiony-rs—not—open—to——publie
‘nspectiont-—nos--may--the--iicending-suthority-diseiose~any
facts-or-information—in-the-repasrt-tntess—ita-officiat-——dwty
requires---the-~-infermaation---te—-de--mode--pudtic-—or-—the
+nfermation--is~-required--for--evidence--irn-~any--~eriminad
protecding-or-other-action-by-this-stotew

t33(2) Each domestic professional corporation and each
foreign professional corporation authorized to transact
business in this state must annually file before March 12
with each Jlicensing authority having jurisdiction over a
professional service of a type described In its articles of
incorporation a statement of qualification setting forth the
names and addresses of the directors and officers of the

corporation and such additional information as the licensing

-l4- HB 257
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authority may by rule prescribe as appropriate in
determining whether the corporation is compiying with the
provisions of [sections L through 25} and rules prowulgated
under [sections 1 througn 25]« The ticensing author ity may
charge a fee to cover the cost of filing a statement of
gqualificatione
SQeiicn-aﬁv-—Pena+t+e:v—---—-fl}---4-a-----prefessiuna*
eorporationy-dencstie-or-faretgnr—convictead--af--failing-—teo
timedy-—or-~trukhfutly-—~answer-written-quest rons-posed-uader
foection-25)-te-guitty-ef-a-aisdemecanor-and-nay-be-fined-not
sore-than-9508s
t21-~cach--officer--and--disector-——of--a---profesrsionat
corporationy-—domestie--or-—forergnr-—who--¢a--convicted-+-of
faiting-to-=-tinsiys-—truthfublyr—-or--fuity--ensner—writeen
questions—-posed-te—hin-under-{yection-253-er-af-sigaing-eny
artictasy—stotementy-reporty-eppiicationy-or-other--docupent
filed-—urth--a-treensing-anthority-knowing-ie~to-be—false-in
any-materiat-respect-ry-guirity-of-a-nisdemeanor-andv-may--be
fined-not-pore-then-350bs
Seetion-25s-—interrogatories--by--F+icensing--authorityr
ti3-a~tieensing-suthority-of-this~-state——nay—pose-——to--any
profersianai-~corporatvony-desestic-or-foreignr-orqanieed-to
prastice-—a-——profession——uithin-—-the-—jurisdietion—of-~~the
+icensing-—autherity-——and-~to—any-officer-or-direetor-of-the

eorperatisn-——suen-~written—~quastions--as---are-—-rensonabdy
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neeeaaar7-—and~~proper--to-onab+e-the-¥6eensing—auther&ey—to
asesrtain--whether——the--gorporation---haa--—complied---with
fseetions--*—thfuugh-a51:-Hf+ttcn—quastions—-st-be—-nsw-red
u+ehia—30~dﬂrs-uFtev-naiiing-er--ith+n-’ueh—add+tionni--tfne
ns—--ay-bo-fiued-h1~the-++een.ing-aueherityr-inaﬂers--ust~be
ee-p%eeey-in--rit+ngt——aﬂd"-und.r~-oathr--ufiteen--questions
direceed-—te-—an--+ndir+duu}~-.uae-—be'~unsuered—by-hinv—und
-rétten-qecstion9*direetcd-ee—a—eeppefation-nuse-he-ana-ored
by-ehe—preiiﬂcntv—v%ee-presiden!v——teeretarvv—-arﬂ-u:sistant
seereeeryv--¥he-—¥+eens+ng—-aathority——sha}i-—eertffy-ee*the
uttorney—goncra%v-Fof~sueh-uctien-as——ehe--attafney--genara!
eonsidcts--uppropriat.v-—a*!---ritttn--queat+ens-nne-ensuers
discloring-s-vivtotion-af-Faectiona-i-through—-25ir

t2y--Hritten-questions—and-—answers--are--not--open—-teo
pubiie--+n9peet+ont—nor--ay—the-iieensing—uuther+ey-e+seiose
eny-facts—nr»Pnfernat+en-ebee¥ned-en+ess-ita-—off+c+o}-—dut1
requires-that-the—facts-or-information-de-made-pubiic-or—the
WETEEEn-~questiORS -~ OF —~ANSWEr S——BFe-—raquired-evidence-in-a
eriminal-proceeding-or-other-action-by-this-seates

Section 24a Repealera Sections 35~-4-101 through
35-4-107¢ 35-4-201F through 35-4-204y and 35-4-211 through
35~4=214y HLAsy are repealeds

Section 25 Saving clause. This act does not affect
rights and duties that matureds penaltias that were

incurreds or proceedings that were begun before [the
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effective date of this act)e

Section 245« Severabilitya If a part of this act is
invalide all valid parts that are severable from the invalid
part remain in effect. If a part of this act is iavalid in
ane or amore of its applicationsy the part remains in effect
in all valigd applications that are severable from the
invalid applications,

~End-
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