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Appendix B

RULES REGULATING THE FLORIDA BAR
CHAPTER 4 RULES OF PROFESSIONAL CONDUCT
4-8 MAINTAINING THE INTEGRITY OF THE PROFESSION
RULE 4-8.6 AUTHORIZED BUSINESS ENTITIES

(a) Authorized Business Entities. Lawyers may practice law in
the form of professional service corporations, professional limited
liability companies, sole proprietorships, general partnerships, or
limited liability partnerships organized or qualified under applicable
law, or not-for-profit authorized business entities as defined elsewhere
in these rules. SuehThese forms of practice are authorized business
entities under these rules.

(b) Practice of Law Limited to Members of The Florida Bar. [no
change]

(c) Titles and Management of Authorized Business Entities.

(1) Only a person legally qualified to render legal services
in Florida or as authorized by rule 4-5.4(f) or a person licensed to
practice law in another jurisdiction acting through a bona fide
interstate law firm, may serve as a partner, member, shareholder,

Within subdivision (a), adds not-for-
profit authorized business entity as
defined elsewhere in the Rules
Regulating The Florida Bar. The
Supreme Court of Florida on its
own motion amended Rule 4-5.4 to
include non-profit 501(c)(3)
corporations in In Re: Amendments
To Rule Regulating The Florida Bar
4-5.4, 345 So0.3d 848, Case No.
SC2022-607 (Fla. 2022). The
amendments to rule 4-8.6(a_ on
authorized business entities reflect
that change.

Reorganizes subdivision (c). Adds
shareholder, member, and equity
owner as prohibited titles for
nonlawyers in a law firm. Adds that
"a nonlawyer may not direct or
supervise the work of lawyers, make
decisions regarding a lawyer’s
compensation, or perform any
policy-making function that would
impact the practice of law or the
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president, or equity owner, or perform any policy-making function, in
an authorized business entity that is engaged in the practice of law in
Florida.

(2) Only a person legally qualified to render legal services
in Florida or as authorized by Rule 4-5.4(f) may serve as an officer,
director, vice-president, or any similar title that implies control over
the policies or management of an authorized business entity unless
any mention of the person’s title includes a clear and conspicuous
statement of the jurisdiction(s) where the person is licensed or that the

person is not licensed in Florida.

(3) Only a person legally qualified to render legal services
in Florida or as authorized by Rule 4-5.4(f) may direct the legal
services or professional judgment of a lawyer engaged in the practice
of law in Florida.

(d) Violation of Statute or Rule. A lawyer is subject to
disciplinary action if that lawyer violates or sanctions the violation of
the authorized business entity statutes or the Rules Regulating The

Florida Barwhe; while acting as a shareholder, member, officer,
director, partner, proprietor, manager, agent, or employee of anthat
authorized business entity andthat is engaged in the practice of law in
Flor1da4+e}&tes—e%sm&eﬁeﬁs—th%v}e}&ﬁen—e#th%&&ﬂ&e%ed—b&smess

(e) Disqualification of Shareholder, Member, Proprietor, or
Partner; Severance of Financial Interests. Whenever a shareholder
of a professional service corporation, a member of a professional
limited liability company, proprietor, or partner in a limited liability
partnership becomes legally disqualified to render legal services in this
state, saidthat shareholder, member, proprietor, or partner

lawyer’s independent professional
judgment in an authorized business
entity" to clarify the application of
the rule regarding what titles and
functions are prohibited for
nonlawyers working in a law firm.
These changes are being considered
in response to a recent ethics
inquiry that highlighted some
potential ambiguity in the existing
rule. Also adds "or as authorized by
rule 4-5.4(f)” to address boards of
directors of Legal Aid entities which
are authorized by rule 4-5.4(f) as
amended by the Court in case
number SC2022-607 above.

Subdivision (d) should be updated
to reflect the addition of the non-
profit authorized business entity in
(a) to address what happens if the
non-profit’s executive officer or
director is disqualified to render
legal services.
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immediately must sever all employment with and financial interests in
suehthe authorized business entity-immediately. For purposes of this
rule the term “legally disqualified” does not include suspension from
the practice of law for a period of time less than 91 days. Severance of
employment and financial interests required by this rule will not
preclude the shareholder, member, proprietor, or partner from
receiving compensation based on legal fees generated for legal services
performed during the time when the shareholder, member, proprietor,
or partner was legally qualified to render legal services in this state.
This provision will not prohibit employment of a legally disqualified
shareholder, member, proprietor, or partner in a position that does not
render legal service nor payment to an existing profit sharing or
pension plan to the extent permitted in rules 3-6.1 and 4-5.4(a)(3), or
as required by applicable law.

(f) Cessation of Legal Services. Whenever all shareholders of a
professional service corporation, or all members of a professional
limited liability company, the proprietor of a solo practice, or all
partners in a limited liability partnership become legally disqualified to
render legal services in this state, the authorized business entity must
cease therendition-ofrendering legal services in Florida.

(g) Application of Statutory Provisions. Unless otherwise
provided in this rule, each shareholder, member, proprietor, or partner
of an authorized business entity will possess all rights and benefits
and will be subject to all duties applicable to suehthat shareholder,
member, proprietor, or partner provided by the statutes pursuant
teunder which the authorized business entity was organized or
qualified.
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Comment

In 1961, this court recognized the authority of the legislature to
enact statutory provisions creating corporations, particularly
professional service corporations. But this court also noted that
“[elnabling action by this Court is therefore an essential condition
precedent to authorize members of The Florida Bar to qualify under
and engage in the practice of their profession pursuant to The 1961
Act.” In Re The Florida Bar, 133 So. 2d 554, at 555 (Fla. 1961).

The same is true today, whatever the form of business entity
created by legislative enactment. Hence, this rule is adopted to
continue autherizationferauthorizing members of the bar to practice
law in the form of a professional service corporation, a professional
limited liability company, or a limited liability partnership. This rule
also permits a member of the bar to practice law as a sole proprietor or
as a member of a general partnership. These types of entities are
collectively referred to as authorized business entities.

Limitation on rendering legal services
[no change]

Employment by and financial interests in an authorized business
entity

This rule and the statute require termination of employment of a
shareholder, member, proprietor, or partner when samethat person is
“legally disqualified” to render legal services. The purpose of this
provision is to prohibit compensation based on fees for legal services
rendered at a time when the shareholder, member, proprietor, or
partner cannot render the same type of services. Continued
engagement in capacities other than rendering legal services with the
same or similar compensation would allow circumvention of
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prohibitions of sharing legal fees with one not qualified to render legal
services. Other rules prohibit the sharing of legal fees with

nonlawyers, and this rule continues the-applieationofto apply that
type of prohibition. However, nothing in this rule or the statute

prohibits payment to the disqualified shareholder, member, proprietor,

or partner for legal services rendered while the shareholder, member,

proprietor, or partner was qualified to render samethose legal services,

even though payment for the legal services is not received until the
shareholder, member, proprietor, or partner is legally disqualified.

Similarly, this rule and the statute require the severance of
“financial interests” of a legally disqualified shareholder, member,
proprietor, or partner. The same reasons apply to severance of
financial interests as those that apply to severance of employment.
Other provisions of these rules proscribe limits on employment and
the types of duties that a legally disqualified shareholder, member,
proprietor, or partner may be assigned.

Practical application of the statute and this rule to the
requirements of the practice of law mandates exclusion of short term,
temporary removal of qualifications to render legal services. Hence,
any suspension of less than 91 days, including membership fees
delinquency suspensions, is excluded from the definition of the term.
These are temporary impediments to the practice of law are-suech
thatresulting in automatic reinstatement to the practice of law with
the passage of time or the completion of ministerial acts;the-member
of the barisautomatically qualified-torenderlegal services. Severe
tax consequences would result from forced severance and subsequent
reestablishment (gpon reinstatement of qualifications) of all financial
interests in these instances.

However, the-exelasion-of suechexcluding these suspensions from
the definition of the term does not authorize the payment to the
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disqualified shareholder, member, proprietor, or partner of
compensation based on fees for legal services rendered during the time
when the shareholder, member, proprietor, or partner is not
personally qualified to render suehthe services. Continuing the
employment of a legally disqualified shareholder, member, proprietor,
or partner during the term of a suspension of less than 91 days
requires the authorized business entity to take steps to avoid the
practice of law by the legally disqualified shareholder, member,
proprietor, or partner, the ability of the legally disqualified
shareholder, member, proprietor, or partner to control the actions of
members of the bar qualified to render legal services, and payment of
compensation to the legally disqualified shareholder, member,
proprietor, or partner based on legal services rendered while the legally
disqualified shareholder, member, proprietor, or partner is not
qualified to render them. Mere characterization of continued
compensation, which is the same or similar to that the legally
disqualified shareholder, member, proprietor, or partner received when
qualified to render legal services, is not sufficient to satisfy the
requirements of this rule.

Profit sharing or pension plans

To the extent that applicable law requires continued payment to
existing profit sharing or pension plans, nothing in this rule or the
statute may abridge suehthose payments. However, if permitted
under applicable law, the amount paid to the plan for a legally
disqualified shareholder, member, proprietor, or partner will not
include payments based on legal services rendered while the legally
disqualified shareholder, member, proprietor, or partner was not
qualified to render legal services.
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Interstate practice

[no change]
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