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“What does it take to get to the table?”



Can...do...should...why would...non-licensed
individuals have ownership in a firm that
provides professional services?

At every SMPS presentation | make, in nearly every
office | visit, some marketing person asks me, "Why don't
they listen to me? What does it take to get to the table?”

“They," of course, are the firm's owners. "The table,’
of course, is the closed-door policy meeting

where the owners strategize about the future and
formalize the policies of the business.

“What does it take?" is the topic of this white paper.

Is licensure required for owners of professional
design firms that practice in your state?

Ownership requirements vary from state to state, and range from
simple to very complex laws, rules, and regulations. Information

on ownership requirements is sometimes scattered over a number
of statutes and other regulatory sources evolved over a period of
time. It took weeks to find and validate this information. Despite
all this digging, readers are cautioned to contact their governing
state body and/or legal counsel to understand and comply with a
state’s requirements.

To create the chart accompanying this article (see page 15), two
national surveys performed in 2007 were combined. One was done
by the Washington, DC-based National Council of Architectural
Registration Boards (NCARB). The other is the product of the
Clemson, SC-based National Council of Examiners for Engineering
& Surveying (NCEES), the engineering counterpart to NCARB.
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In the next section, things become very pertinent if you are
considering becoming an owner. You will learn about the structure
or organization of design firms. That, in turn, reflects the amount
of protection that makes the current owners comfortable, the
profit/loss tax features they seek, and how they see their company
growing or changing ownership over time.

How are design firms structured?

Someone seeking ownership status needs to know not just
what that state permits but also how the firm is set up legally.

Design firm legal structures range from a corporation (in states
like California that have no restrictions on ownership), to a sole
proprietorship, general partnership, joint venture, professional
corporation (PCs), limited liability company and limited liability
companies (LLC), limited liability partnership (LLP), and
professional association (PA).

Some firms create a holding company that is not a professional
services firm, and the corporation in turn owns the professional
firm(s)—though all the money funnels to the corporation.

In short, it’s clear if a design firm that is restricted from creating
non-licensed owners really wants to make someone a shareholder,
this can be achieved somehow. But first you have to investigate
the level of access available to you. Then again, if the chief concern
of the state licensure bodies—and not a few design professionals
themselves—is to protect against a non-professional’s dictating
design decisions, why would someone want to become an owner?
That’s the theme of the next section.

Why would someone who is not a licensed

design professional want to become an

owner of a professional services firm?

Licensed professionals are always personally liable in case of
professional malpractice, a sobering fact of life. But what are
the risks of design-firm ownership for a non-licensee who would
never be involved in the administration of professional services

tha affect public health, safety, or welfare?
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Frank Musica, senior risk management attorney at Victor O.
Schinnerer & Company, Inc. (VOSCO), provides an answer about
the legal exposure of non-licensees. VOSCO is one of the design
professions’ major insurers. Musica is also a graduate architect who
holds both an MBA (“this helps me to understand the marketing
and management concerns of our policyholders™) and a JD.

“A professional liability policy is in the firm’s name,” Musica
clarifies, “and everyone in the firm is insured under that policy,
whether they are licensed or not. Some insurance companies
might offer more restrictive policies to lower the policy’s cost.”

Bur there is some investment risk. HGA's vice president, director
of marketing, and shareholder Julie Luers, FSMPS, appreciates
that “when you become an officer, you have more authority to
call the shots for your department or discipline. You can sign
contracts.” But there are also cons, as Luers makes clear: “There
are financial rewards, because the bonus structure is very different.
But in a bad year, you bonus the staff before the officers.” Indeed,
if there is a falloff in revenue, if a project has a problem, if there’s
a lawsuit against the firm, the value of the design firm's stock

may drop, as well.

Ownership usually comes with strings attached. “For whom
much is given, much is required,” one source who knows his
New Testament responded. In his provocative Designintelligence
article entitled “The Ownership Mirage,” Kerry Harding asks,
“What new tasks and duties will they now have? Mandatory
participation in one or more...organizations? Business
development quotas? Staff recruiting and mentoring?”

Management consultant Hugh Hochberg, partmer in The Coxe
Group, cautions, “Some firms don’t want to have a wide base of
ownership.” One architect described his large firm as having such
a limited ownership group, there “might at times be people who
qualify but there wouldnt be room.”

One lawyer pointed out, “It’s a ticket into the game; it doesn't
mean that you can play.”
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