RULE CHANGE 2009 (05)

CHAPTER 22
PROFESSIONAL SERVICE COMPANIES

Rule 265.

+=

—A-—Atterneys (a) Rendering Legal Service Through a
Professional Company. One or more attorneys who are licensed to

practice law in Colorado may de—serender legal services iIn the

ofColorado to—ceonduct—the practice—oFlawthrough a professional

company, as that term is defined in Section (e), provided that
such professional compantes—are—company is established and
operated in accordance with the provisions of this Rule and the

Colorado Rules of Professional Conduct The provisions of this

(1) Professional Company Name. The name of the professional

company shall eenta+ncomply with the Werds—!prefess+eﬁal

Colorado Rules of Professional Conduct F¥erregarding the names of
law firms.
2—The

(2) Owners® Liability for Professional Acts, Errors, or
Omissions. Each of the owners of the professional company shall

be established solely Tor the purpose of conducting the practice




enly—by—peFsens—qeal+f+ed—and—l+eenseddeemed to pFaet+ee—law—+n

3—Fhe—agree, by reason of the rendering of legal services by
any attorney throuqh the professional company—wmay—exercise—altlh

shareholders, partners, or merbers shall agree, that each of
them who 1s a—shareholders—parthers—or-member—ofthe

professional-company—an owner at the time of the commission of
any preofessional-act, error, or omission In the rendering of

qual services by any ef—the—shaFeheldeFs——eff+eer——d+Feeter—

eempany—shall—beowner or other person for whose acts, errors, or
omissions the professional company is liable, assumes, jointly
and severally Hable-to the extent provided by this Rule the

liability of the professional company for the-damages—caused-by
such act error, or om|ss|on——pFev+ded——hewever——that—the

shaFehelde#——pa#tne#——e#—membe# NotW|thstand|nq the precedlnq
sentence, any owner who has not directly and-actively

participated in the act, error, or omission in the rendering of
legal services for which liability i1s elatmed-shalbincurred by
the professional company does not be—lHableassume such
liability, except as provided in elause—(e)—ofFthis—subparagraph
+HAA4—For—any—ofthe damages—ecaused—therebysubsection
(a)(3)(D), 1f, at the time the act, error, or omission occurs
the professional company has professional liability insurance

which—that meets the folHoewingminHrum——standards=—minimum

requirements stated in subsection (a)(3).

(3) Professional Liability Insurance Policy Requirements. The
professional liability insurance contemplated in subsection
(2)(2) shall meet the following minimum requirements:

(A) Professional Acts Coverage. The professional liability
insurance shall insure the professional company against

liability imposed upon i1t arising out of the practiceoFlaw by




I | b ¢ ressional S thei

capacities—as—attorneysrendering of legal services by any
attorney through the professional company and against the

liability imposed upon it arising out of the acts, errors, and
omissions of all nonattorney employees assisting in the
rendering of legal services by any attorney through the
professional company.

{B)—Such—insurance—shall—insure— (B) Policy Language. The
policy or policies for the professional company—agaknst
liability imposed-upon—it by law for damages-arising out-of the
e e e e T e e =t
employees.

{e)—Fhe—poliey—insurance may contain reasonable provisions with
respect to policy periods, territory, claims, conditions, and
other matters.

€D)__(C) Limits of Coverage. The professional liability
insurance shall be In an amount for each claim of at least the
lesser of $100,000 multiplied by the number of attorneys
employed—bywho render legal services through the professional
companys—ands—#F or $500,000. If the policy previdesor policies
for the professional liability insurance provide for an
aggregate top limit of liability per year for all claims, the
top limit shall not be less than the lesser $300,000 multiplied
by the number of attorneys employed-bywho render legal services

through the professional company;—provided;—however,—that-ne
professional company shall be required to carry total limits of
- _ , i or _
Insurance—in—excess—of ?§g9 ggi :?'lg??“ eial 1 b? [equlled to
year—of-more—than-$2,000,000.

{e)—_ (D) Deductibles and Defense Costs. The policy or policies
for the professional liability insurance may provide for a
deductible or self-insured retained amount and may provide for
the payment of defense or other costs out of the stated limits
of the policy. In either or both such events, the liability
R T R e e B e R e

i i The liability
assumed by each owner of the professional company who has not
directly participated in the act, error or omission in the
rendering of legal services for which liability is incurred by
the professional company shall be the lesser of the actual
liability of the professional company in excess of insurance
available to pay such damages or the sum of the following:




(1) such deductible or retained self-insurance; and-shall
#nclude

(11) the amounts, if any, by which the payment of defense
costs may—Fredueehas reduced the insurance remaining available
for the payment of elalms—damages incurred by reason of the
liability of the professional company below the minimum limit of

insurance required by this Rulefthe ultimateHabiity for

B I e B =
4tsubsection (2)(3)(0).

PH—-A-professional (E) Determination of Coverage. An act,
error, or omission #s—considered—in the rendering of legal

services shall be deemed to be covered by professional liability
insurance for the purpose of this subparagraph—4t-A-4-Rule if the
policy #neludes—or policies include such act, error, or omission
as a covered activity, regardless of whether claims previously
made against the policy have exhausted the aggregate top limit
for the applicable time period or whether the individual claimed
amount or ultimate liability exceeds either the per claim or
aggregate top limit.

5. (F) Limitation of Vicarious Liability. The liability

assumed by the shareholders;—partners,—or—membersowners of the-a

professional company pursuant—to-subparagraph—-A-4under this
Rule is limited to the liability fer—of the professional company

for acts, errors, or omissions Wh+eh—eenst+tate—the—praet+ee—ef

constitute incurred In the practice of law. The liability
assumedrendering of legal services by the-shareholders;

or—undertakings;—other—than professionalany owner or other

person for whose acts, errors, or omissions the professional
company is liable and shall not extend to any other liability
incurred by the professional company. Liability, if any, for
any and all acts, errors, and omissions, other than acts,
errors, or omissions incurred in the rendering of legal services
by any owner or other person for whose acts, errors, or
omissions the professional company is liable, shall be as
generalbyotherwise provided by law and shall not be changed,
affected, limited, or extended by this Rule.




B e e B
would—violateanyofF the Colorado—  (b) Compliance with Rules of
Professional Conduct—adeptedby—thisCourt-—TFhe profFessional

provisitons—ofFthis Rule-. Nothing in this Rule shall be deemed

to diminish or change the obligation of each attorney rendering
legal services through a professional company to comply with the
Colorado Rules of Professional Conduct promulgated by this
Court.

(c) Violation of Rule: Termination of Authority. Any
violation of or failure to comply with any of the provisions of
this Rule by the professional company may be grounds for this
Court to terminate or suspend the right of any attorney who is a
shareholder;—director;—officers;—member,—manager,—or partneran
owner of such professional company to practice—tawrender legal
services in Colorado #n—the—form—ofthrough a professional
company .




B~ (d) Professional Company Constituencies. A professional
company may have one or more shareholders,—parthers,—or-members
whichowners that are professional companies, so Iong as each
such shareholders—partners—or—member—is—owner that is a
professional company and the professional company of which they
are owners are both established and operated in accordance with
the provisions of this Rule—and—the ColoradoRules—of




(e) "Professional Company' Defined. For purposes of this
Rule, a professional company is a corporation, limited liability
company, limited liability partnership, limited partnership
association, or other entity that may be formed under Colorado
law to transact business or any entity that can be formed under
the law of any other jurisdiction and through which attorneys
may render legal services in that jurisdiction, except that the
term excludes a general partnership that is not a limited
liability partnership and excludes every other entity the owners
of which are subject to personal liability for the obligations
of the entity.

Amended by the Court, En Banc February 26, 2009, effective
immediately.

BY THE COURT:

Nancy E. Rice
Justice, Colorado Supreme Court




