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Professional Associations
Entities that are engaged in rendering
professional services pursuant to a certificate
of registrations issue by a Licensing Board
regulating the profession or practice.

(e.g.) CPAs, Lawyers, Architects, Medical
Providers, Engineers, Therapists, etc.
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CASE STUDIES
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The Cobbler’s Children Have No Shoes

 6 Professionals Formed a PLLC

 Added a 7th Member 3 years later

No Written Operating Agreement

Withdrawal or Dissolution

Disagreement on Distribution of Future
Profits
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Operating Agreement Trumps Statute
 3 Members Formed a LLC

Membership Interest was 25/25/50

Operating Agreement

 50% Owner had $250,000 from new line of
credit made payable to his own entity

 Two 25% Members sued in the name of the
LLC the Bank and Law Firm who closed the
LOC
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When 51/49 Deadlock = Receiver

 Single Shareholder Forms Corporation
 5 Years later adds Shareholder
 51% - President and Sole Director
 49% - Vice President / COO

 Relationship Sours
 51% Plans to Fire 49%
 49% Locks 51% out of IT and Books

 49% Sues for Dissolution
 51% Counterclaims for Dissolution
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Incorporated Terms are Binding

 Professionals Form a Partnership w/ Partnership
Agreement
 New Partner Joins via Addendum to Partnership

Agreement
Withdrawal / Termination Provisions Vary
 2 Partners Leave and Sue for Partnership

Interest
 Remaining Partners Counterclaim to enforce

termination provisions
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PROFESSIONAL 
ASSOCIATIONS
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Types of Professional Associations
 Partnerships
 A business formed by tacit agreement, oral agreement, or written

agreement
 Partners do not have limited liability for the liabilities or debts of

the partnership

 Limited Liability Companies (“LLCs” and “PLLCs”)
 A business created by application to the State of North Carolina
 It is a legal entity that exists separate from its members
 Members cannot be sued individually for the actions of the LLC

 C-Corporations (“C-Corps” and “S-Corps”)
 A business created by application to the State of North Carolina
 It is a legal entity that exists separate from its shareholders
 Shareholders cannot be sued individually for the actions of the

corporation
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What Governs Professional Associations

 Partnerships
 Partnership Agreement
 North Carolina Uniform Partnership Act (N.C.G.S. § 59-31 et seq.)
 Case Law

 Limited Liability Companies (“LLCs” and “PLLCs”)
 Articles of Organization
 Operating Agreement
 North Carolina Limited Liability Company Act (N.C.G.S. § 57D-1-01 et seq.)
 Case Law

 C-Corporations (“C-Corps” and “S-Corps”)
 Articles of Incorporation
 Bylaws
 Shareholder Agreements
 North Carolina Business Corporation Act (N.C.G.S. § 55-1-01 et seq.)
 Case Law
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FORMATION ISSUES
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Formation Issues

 Participants (Partners, Members, or 
Shareholders):
 Ownership Interests
 Voting Rights
 Admission of New Participants

 Objectives:
 Serve clients
 Build a reputation
 Exert control over one’s future 
 Make $$$
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Formation Issues

Contributions:
 Initial
 Assets
 Capital
 Funding (Guarantees)

 Future Contributions
 Assets
 Capital
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Formation Issues

Management:
 Managers
 Directors / Officers
 Action Requiring Participant Approval
 Meetings

 Management
 Removal
 Deadlock
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Formation Issues

 Profit Distribution:
 Draw / Salary
 Allocation
 Approval / Timing

 Dissolution / Termination:
 Withdrawal
 Dissolution
 Restrictive Covenants
 Competition
 Solicitation
 Confidentiality
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Sample List for Agreements

Definitions
 Formation
 Name
 Registered 

Office/Agent
 Place of Business
 Term
 Purpose & Powers
 Nature of 

Members’ Interest
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 Members
 List / Voting Status
 Admission of New 

Members
 Voting Powers
 Proxy

 Meetings
 Actions Requiring 

Approval of Members
 Annual Meetings
 Special Meetings
 Notice Requirements

Sample List for Operating Agreement

 Managers / 
Directors / Officers
 Powers / Contract
 Initial Appointment
 Subsequent 

Elections
 Meetings
 Actions without 

Meetings
 Limits
 Liability / 

Indemnification
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 Capital 
Contribution/Accounts
 Contributions
 Loans
 Capital Accounts
 Withdrawal / Reduction

 Allocations / Distributions
 Allocations
 Distributions
 Limits on Distributions
 Tax Status

 Transferability of Interests
 Voluntary
 Involuntary
 Disability / Death
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Sample List for Operating Agreement

 Dissolutions
 Dissolution
 Articles of 

Dissolution
 Distribution of 

Assets
 In-Kind Distributions
 Termination
 Voluntary 
 Involuntary
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 Restrictive 
Covenants
 Competition
 Solicitation
 Confidentiality
 General Provisions
 Amendments
 Law / Venue
 Merger Clause
 Notice 

Requirements

POST FORMATION ISSUES
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Post Formation Issues

 Financial
 Initial v. future equity balance
 Reinvesting earnings v. distributing earnings
 Future capital contributions 
 Marketing

 Participation
 Management
 Special skills or qualifications
 Amount of time contributed

 Client / Customer 
 Initial 
 Future
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Post Formation Issues

Continue Direct Management

 Permit New Members

 Expand Market / Locations

Diversify Services

22
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Post Formation Issues

 Purchasing v. Leasing Real Estate

 Personal Guarantees
 Leases
 Loans

Number of Employees
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Post Formation Issues

 Charging personal expenditures to the business
 Diverting business opportunities
 Misuse or Misappropriate of business assets
 Minority oppression
 Employment
 Decision making
 Distributions
 Falsifying business records
 Embezzlement 
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CONFLICT RESOLUTION
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Conflict Resolution

Mediation

 Litigation
 Binding Arbitration
 State or Federal Court

Dissolution 
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Things to Remember

Have Agreements Drafted by Counsel
Read and Understand Agreements

Review and Update Agreements with 
Counsel

 Trust Your Instincts and Consult Counsel
 Shape the Battlefield 
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QUESTIONS
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Chapter 55B.
Professional Corporation Act.

§ 55B-1. Title.
This Chapter may be cited as "The Professional Corporation Act." (1969, c. 718, s. 1.)

§ 55B-2. Definitions.
As used in this Chapter, the following words shall, unless the context requires otherwise, have the following 

meanings:
(1) "Disqualified person" means a licensed person who for any reason becomes legally 

disqualified to render the same professional services which are or were being rendered by the 
professional corporation of which such person is an officer, director, shareholder or employee.

(2) "Licensee" means any natural person who is duly licensed by the appropriate licensing board 
to render the same professional services which will be rendered by the professional 
corporation of which he is, or intends to become, an officer, director, shareholder or 
employee.

(3) "Licensing board" means a board which is charged with the licensing and regulating of the 
profession or practice in this State in which the professional corporation is organized to 
engage.

(4) The term "licensing board," as the same applies to attorneys at law, shall mean the Council of 
the North Carolina State Bar, and it shall include the North Carolina State Board of Law 
Examiners only to the extent that the North Carolina Board of Law Examiners is authorized to 
issue licenses for the practice of law under the supervision of the Council of the North 
Carolina State Bar.

(5) "Professional corporation" means a corporation which is engaged in rendering the 
professional services as herein specified and defined, pursuant to a certificate of registration 
issued by the Licensing Board regulating the profession or practice, and which has as its 
shareholders only those individuals permitted by G.S. 55B-6 of this Chapter to be 
shareholders and which designates itself as may be required by this statute, and which is 
organized under the provisions of this Chapter and of Chapter 55, the North Carolina 
Business Corporation Act.

(6) The term "professional service" means any type of personal or professional service of the 
public which requires as a condition precedent to the rendering of such service the obtaining 
of a license from a licensing board as herein defined, and pursuant to the following provisions 
of the General Statutes: Chapter 83A, "Architects"; Chapter 84, "Attomeys-at-Law"; Chapter 
93, "Public Accountants"; and the following Articles in Chapter 90: Article 1, "Practice of 
Medicine," Article 2, "Dentistry," Article 6, "Optometry," Article 7, "Osteopathy," Article 8, 
"Chiropractic," Article 9A, "Nursing Practice Act," with regard to registered nurses. Article 
11, "Veterinarians," Article 12A, "Podiatrists," Article 18A, "Practicing Psychologists," 
Article 18C, "Marriage and Family Therapy Licensure," Article 18D, "Occupational 
Therapy," Article 22, "Licensure Act for Speech and Language Pathologists and 
Audiologists," and Article 24, "Licensed Professional Counselors"; Chapter 89C, 
"Engineering and Land Surveying"; Chapter 89A, "Landseape Arehitects"; Chapter 90B, 
"Social Worker Certification and Licensure Act" with regard to Licensed Clinical Social 
Workers as defined by G.S. 90B-3; Chapter 89E, "Geologists"; Chapter 89B, "Foresters"; and 
Chapter 89F, "North Carolina Soil Scientist Licensing Act". (1969, c. 718, s. 2; 1971, c. 196, 
s. 1; 1977, c. 53; c. 855, s. 1; 1979, c. 460; 1989 (Reg. Sess., 1990), c. 1024, s. 3; 1991, c. 
205, s. 1; 1995, c. 382, s. 2; 1997-421, s. 2; 2000-115, s. 4; 2001-487, s. 40(d); 2003-117, s. 3; 
2004-199, s. 19; 2004-203, s. 4.)

§ 55B-3. North Carolina Business Corporation Act applicable; other applicable law.
(a) Chapter 55 of the General Statutes, the North Carolina Business Corporation Act, applies to

professional corporations, including their organization, and professional corporations shall enjoy the powers and
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privileges and shall be subject to the duties, restrictions and liabilities of other corporations, except insofar as the 
same may be limited or enlarged by this Chapter. If any provision of this Chapter conflicts with the provisions of 
Chapter 55 of the General Statutes, the North Carolina Business Corporation Act, the provisions of this Chapter 
shall prevail.

(b) A document required or permitted by this Chapter to be filed by the Secretary of State shall be filed 
under Chapter 55D of the General Statutes, Filings, Names, and Registered Agents for Corporations, Nonprofit 
Corporations, Limited Liability Companies, Limited Partnerships, and Limited Partnerships. (1969, c. 718, s. 3; 
1989 (Reg. Sess., 1990), c. 1024, s. 3; 2001-358, s. 11; 2001-387, ss. 173,175(a); 2001-413, s. 6.)

§ 55B-4. Formation of corporation.
A professional corporation under this Chapter may be formed pursuant to the provisions of Chapter 55, the 

North Carolina Business Corporation Act, with the following limitations:
(1) At least one incorporator shall be a "licensee" as hereinabove defined in G.S. 55B-2(2).
(2) All of the shares of stock of the corporation shall be owned and held by a licensee, or 

licensees, as hereinabove defined in G.S. 55B-2(2), except as otherwise permitted in G.S. 
55B-6.

(3) At least one director and one officer shall be a "licensee" as hereinabove defined in G.S. 55B- 
2(2).

(4) The articles of incorporation, in addition to the requirements of Chapter 55, shall designate 
the personal services to be rendered by the professional corporation and shall be accompanied 
by a certification by the appropriate licensing board that the ownership of the shares of stock 
is in compliance with the requirements of G.S. 55B-4(2) and G.S. 55B-6. (1969, c. 718, s. 4; 
1977, c. 855, s. 1; 1989 (Reg. Sess., 1990), c. 1024, s. 3; 1991, c. 205, s. 2; 1995, c. 351, s. 
15.)

§ 55B-5. Corporate name.
The corporate name used by professional corporations under this Chapter, except as limited by the licensing 

acts of the respective professions, shall be governed by the provisions of Chapter 55D, provided that 
professional corporations may use the words "Professional Association, P.A.," "Professional Corporation," or 
"PC." in lieu of the corporate designations specified in Chapter 55D, and provided further that licensing boards 
by regulations may make further corporate name requirements or limitations for the respective professions, but 
such regulations may not prohibit the continued use of any corporate name duly adopted in conformity with the 
General Statutes and with the pertinent licensing board regulations in effect at the date of such adoption. (1969, 
c. 718, s. 5; 1983, c. 22; 1989 (Reg. Sess., 1990), c. 1024, s. 3; 2001-358, s. 25; 2001-387, ss. 173, 175(a); 2001- 
413, s. 6.)

§ 55B-6. Capital stock.
(a) Except as provided in subsections (al) and (b) of this section, a professional corporation may issue 

shares of its capital stock only to a licensee as defined in G.S. 55B-2, and a shareholder may voluntarily transfer 
shares of stock issued to the shareholder only to another licensee. No share or shares of any stock of a 
professional corporation shall be transferred upon the books of the corporation unless the corporation has 
received a certification of the appropriate licensing board that the transferee is a licensee. Provided, it shall be 
lawful in the case of professional corporations rendering services as defined in Chapters 83A, 89A, 89C, 89E, 
and 89F, for nonlicensed employees of the corporation to own not more than one-third of the total issued and 
outstanding shares of the corporation; and provided further, with respect to a professional corporation rendering 
services as defined in Chapters 83A, 89A, 89C, and 89E of the General Statutes, an employee retirement plan 
qualified under section 401 of the Internal Revenue Code of 1986, as amended (or any successor section), is 
deemed for purposes of this section to be a licensee if the trustee or trustees of the plan are licensees. Provided 
further, subject to any additional conditions that the appropriate licensing board may by rule or order impose in 
the public interest, it shall be lawful for individuals who are not licensees but who perform professional services 
on behalf of a professional corporation in another jurisdiction in which the corporation maintains an office, and 
who are duly licensed to perform professional services under the laws of the other jurisdiction, to be 
shareholders of the corporation so long as there is at least one shareholder who is a licensee as defined in G.S. 
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55B-2, and the corporation renders its professional services in the State only through those shareholders that are 
licensed in North Carolina. Upon the transfer of any shares of such corporation to a nonlicensed employee of 
such corporation, the corporation shall inform the appropriate licensing board of the name and address of the 
transferee and the number of shares issued to the nonprofessional transferee. The issuance or transfer of any 
share of stock in violation of this section is void. No shareholder of a professional corporation shall enter into a 
voting trust agreement or any other type of agreement vesting in another person the authority to exercise the 
voting power of any of the stock of a professional corporation.

(al) Any person may own up to forty-nine percent of the stock of a professional corporation rendering 
services under Chapter 93 of the General Statutes as long as:

(1) Licensees continue to own and control voting stock that represents at least fifty-one percent 
(51%) of the votes entitled to be cast in the election of directors of the professional 
corporation; and

(2) All licensees who perform professional services on behalf of the corporation comply with 
Chapter 93 of the General Statutes and the rules adopted thereunder.

(b) A professional corporation formed pursuant to this Chapter may issue one hundred percent (100%) 
of its capital stock to another professional corporation in order for that corporation (the distributing corporation) 
to distribute in accordance with section 355 of the Internal Revenue Code of 1986, as amended (or any 
succeeding section), the stock of the controlled corporation to one or more shareholders of the distributing 
corporation authorized imder this section to hold the shares. The distributing corporation shall distribute the 
stock of the controlled corporation within 30 days after the stock is issued to the distributing corporation. A 
share of stock of the controlled corporation that is not transferred in accordance with this subsection within 30 
days after the share was issued to the distributing corporation is void. (1969, c. 718, s. 6; 1977, c. 855, s. 1; 
1989, c. 258; 1991, c. 179, s. 1; c. 205, s. 3; 1995, c. 351, s. 16; 1999-440, s. 1; 2000-115, s. 5.)

§ 55B-7. Death or disqualification of a stockholder or employee.
(a) If any officer, shareholder, agent or employee of a corporation organized under this Chapter who is a 

licensee becomes legally disqualified to render professional services within this State, he shall sever all 
employment with, and financial interest in, such corporation forthwith. A corporation's failure to comply with 
this provision shall constitute grounds for the forfeiture of its certificate of incorporation and its dissolution. 
When a corporation's failure to comply with this provision is brought to the attention of the Secretary of State, 
the Secretary of State shall forthwith certify that fact to the Attorney General for appropriate action to dissolve 
the corporation.

(b) A professional corporation shall report to the appropriate licensing board the death of any of its 
shareholders within 30 days thereafter. Within one year of the date of such death, all of the shares owned by such 
deceased shareholder shall be transferred to and acquired by the professional corporation or persons qualified to 
own such shares. In the absence of an agreement which determines the equitable value of the shares, then the 
price for such shares shall be the fair market value of the stock, but not less than the book value as of the end of 
the month immediately preceding the death or disqualification. Notwithstanding any other provisions of this 
Chapter, the shares of stock owned by such deceased shareholder may be owned and held by the person or 
persons who may be legally entitled to receive such shares for a period of one year after the death of such 
deceased shareholder, or in the case of the death of the owner of all the shares of such corporation, for such 
period of time as may be necessary to liquidate the corporation. (1969, c. 718, s. 7.)

§ 55B-8. Rendition of professional services.
A professional service corporation may render professional services only through its officers, employees and 

agents who are duly licensed to render such professional services; provided, however, this provision shall not be 
interpreted to include in the term "employee," as used herein, clerks, secretaries, bookkeepers, technicians and 
other assistants who are not considered by law to be rendering professional services to the public. (1969, c. 718, 
s. 8.)

§ 55B-9. Professional relationship and liability.
(a) Relationship. - Nothing in this Chapter shall be interpreted to abolish, modify, restrict, limit or alter 

the law in this State applicable to the professional relationship and liabilities between the licensee fiimishing the 
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professional services and the person receiving such professional service, or the standards of professional conduct 
applicable to the rendering therein of such services.

(b) Liability. - A shareholder, a director, or an officer of a professional corporation is not individually 
liable, directly or indirectly, including by indemnification, contribution, assessment, or otherwise, for the debts, 
obligations, and liabilities of, or chargeable to, the professional corporation that arise from errors, omissions, 
negligence, malpractice, incompetence, or malfeasance committed by another shareholder, director, or officer or 
by a representative of the professional corporation; provided, however, nothing in this Chapter shall affect the 
liability of a shareholder, director, or officer of a professional corporation for his or her own errors, omissions, 
negligence, malpractiee, incompetence, or malfeasance committed in the rendering of professional services. 
(1969, c. 718, s. 9; 1993, c. 354, s. 2; 1999-362, s. 2; 2000-140, s. 101(f).)

§ 55B-10. Registration with licensing board.
No professional corporation shall open, operate, or maintain an establishment for any of the purposes set 

forth in this Chapter without first having obtained a certificate of registration from the licensing board or boards. 
Applications for such registration shall be made to the licensing board or boards in writing and shall contain the 
name and address of the corporation and such other information as may be required by the licensing board or 
boards. If the board finds that no disciplinary action is pending before the board against any of the licensed 
incorporators, officers, directors, shareholders or employees of such corporation, and if it appears that such 
corporation will be conducted in compliance with the law and the regulations of the board, the board shall issue, 
upon the payment of a registration fee, not to exceed fifty dollars ($50.00), a certificate of registration which 
shall remain effective until January 1 following the date of such registration or until such other expiration or 
renewal date as may be established by law or by the regulations of the licensing board. (1969, c. 718, s. 10.)

§ 55B-11. Renewal of certificate of registration.
Upon written application of the holder, accompanied by a fee not to exceed the sum of twenty-five dollars 

($25.00), the licensing board shall renew the certificate of registration of a professional corporation as required 
by law or the regulations of the licensing board if the board finds that the corporation has complied with its 
regulations and the provisions of this section. If the corporation does not apply for renewal of its certificate of 
registration within 30 days after the date of the expiration of such certificate, the certificate of registration shall 
be automatically suspended and may be reinstated within the calendar year upon the payment of the required 
renewal fee plus a penalty of ten dollars ($10.00), if such corporation is then otherwise qualified and entitled to a 
renewal of its certificate of registration. (1969, c. 718, s. 11.)

§ 55B-12. Application of regulations of licensing boards.
(a) A professional corporation shall be subject to the applicable rules and regulations adopted by, 

and all the disciplinary powers of, the licensing board as herein defined. Nothing in this Chapter shall 
impair the disciplinary powers of any licensing board applicable to a licensee as herein defined. No 
professional corporation may do any act which its shareholders as licensees are prohibited from doing.

(b) Subject to the requirements of Article 2A of Chapter 150B of the General Statutes, any 
licensing board subject to this Chapter may adopt rules to implement the provisions of this Chapter, 
including any rules needed to establish fees within the limits set by this Chapter. (1969, c. 718, s 12‘ 
2014-120, s. 3.)

§ 55B-13. Suspension or revocation of certificate of registration.
A licensing board may suspend or revoke a certificate of registration issued by it to a domestic or foreign 

professional corporation for any of the following reasons:
(1) Upon the failure of such corporation to promptly remove or discharge an officer, director, 

shareholder or employee who becomes disqualified by reason of the revocation or suspension 
of his license to practice; or

(2) Upon a finding by the licensing board that the professional corporation has failed to comply 
with the provisions of this Chapter or the regulations of the licensing board.
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Upon the suspension or revoeation of a certificate of registration issued to a professional corporation, such 
corporation shall cease forthwith to render professional services, and the Secretary of State shall be notified to 
the end that the corporation may be removed from active status and remain as such until reinstatement. (1969, c. 
718, s. 13; 1995, c. 351, s. 17.)

§ 55B-14. Types of professional services.
(a) A professional corporation shall render only one specific type professional service, and such services 

as may be ancillary thereto, and shall not engage in any other business or profession; provided, however, such 
corporation may own real and personal property necessary or appropriate for rendering the type of professional 
services it was organized to render and it may invest in real estate, mortgages, stocks, bonds, and any other type 
of investments.

(b) Notwithstanding subsection (a) of this section, in the case of architectural, landscape architectural, 
engineering or land surveying, geological, and soil science services, as defined in Chapters 83A, 89A, 89C, 89E, 
and 89F respectively, one corporation may be authorized to provide such of these services where such 
corporation, and at least one corporate officer who is a stockholder thereof, is duly licensed by the licensing 
board of each such profession.

(c) A professional corporation may also be formed by and between or among:
(1) A licensed psychologist and a physician practicing psychiatry to render psychotherapeutic 

and related services.
(2) Any combination of a registered nurse, nurse practitioner, certified clinical specialist in 

psychiatric and mental health nursing, certified nurse midwife, and certified nurse anesthetist, 
to render nursing and related services that the respective stockholders are licensed, certified, 
or otherwise approved to provide.

(3) A physician and a physician assistant who is licensed, registered, or otherwise certified under 
Chapter 90 of the General Statutes to render medical and related services.

(4) A physician, a licensed psychologist, a licensed clinical social worker, or each of them and a 
certified clinical specialist in psychiatric and mental health nursing, a licensed marriage and 
family therapist, a licensed professional counselor, or each of them, to render 
psychotherapeutic and related services that the respective stockholders are licensed, certified, 
or otherwise approved to provide.

(5) A physician and any combination of a nurse practitioner, certified clinical specialist in 
psychiatric and mental health nursing, or certified nurse midwife, registered or otherwise 
certified under Chapter 90 of the General Statutes, to render medical and related services that 
the respective stockholders are licensed, certified, or otherwise approved to provide.

(6) A physician practicing anesthesiology and a certified nurse anesthetist to render anesthesia 
and related medical services that the respective stockholders are licensed, certified, or 
otherwise approved to provide.

(7) A physician and an audiologist who is licensed under Article 22 of Chapter 90 of the General 
Statutes to render audiological and related medical services that the respective stockholders 
are licensed, certified, or otherwise approved to provide.

(8) A physician practicing ophthalmology and an optometrist who is licensed under Article 6 of 
Chapter 90 of the General Statutes to render either or both of ophthalmic services and 
optometric and related services that the respective stockholders are licensed, certified, or 
otherwise approved to provide.

(9) A physician practicing orthopedics and a podiatrist who is licensed under Article 12A of 
Chapter 90 of the General Statutes to render either or both of orthopedic services and 
podiatric and related services that the respective stockholders are licensed, certified, or 
otherwise approved to provide. (1969, c. 718, s. 14; 1971, c. 196, s. 2; 1973, c. 1446, s. 9; 
1985, c. 251; 1991, c. 205, s. 4; 1995, c. 382, s. 1; 1997-421, s. 1; 1997-500, s. 1; 1999-136, s.
1; 2000-115, s. 6; 2001-487, s. 40(e); 2003-117, s. 4; 2006-144, s. 3.1; 2007-451, s. 2(a).)

§ 55B-15. Applicability of Chapter.
(a) This Chapter shall not apply to the following:
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(1) A corporation which prior to June 5, 1969, was permitted by law to render professional 
services or the corporate successor of that eorporation by merger or otherwise by operation of 
law, provided there is no substantial change in the direct or indirect beneficial ownership of 
the shares of that corporation as the result of the merger or other transaction. For purposes of 
this subdivision, a change of twenty percent (20%) or less shall not be considered substantial.

(2) A corporation authorized in this State to render primary services governed by Articles 1, 2,4, 
or 5 of Chapter 87 of the General Statutes, if the corporation renders services as defined in 
Chapter 89C of the General Statutes, that are reasonably necessary and connected with the 
primary services performed by individuals regularly employed in the ordinary course of 
business by the eorporation. The professional services may not be offered, performed, or 
rendered independently from the primary services rendered by the corporation. This 
subdivision does not restrict, limit, or modify the requirement that professional services must 
be provided by individuals regularly employed in the ordinary course of business by the 
corporation and duly licensed to render these professional serviees in this State. Nothing in 
this subdivision shall be interpreted to abolish, modify, restrict, limit, or alter the law in this 
State applicable to the professional relationship and liabilities between lieensees furnishing 
the professional service and the person receiving the professional service, or the standards of 
professional conduct applicable to the rendering of the professional service.

(b) A corporation or its successor exempt under subsection (a) of this section may be brought within the 
provisions of this Chapter by the filing of an amendment to its articles of incorporation declaring that its 
shareholders have elected to bring the corporation within the provisions of this Chapter and to make the same 
conform to all of the provisions of this Chapter. (1969, e. 718, s. 15; 1991, c. 645, s. 20; 1997-244, s. 1.)

§ 55B-16. Foreign professional corporations.
(a) A foreign professional eorporation may apply for a certifieate of authority to transact business in this 

State pursuant to the provisions of this Chapter and Chapter 55 of the General Statutes provided that:
(1) The corporation obtains a certificate of registration from the appropriate licensing board or 

boards in this State;
(2) With respect to each professional service practiced through the corporation in this State, at 

least one director and one officer shall be a licensee of the lieensing board which regulates the 
profession in this State;

(3) Eaeh officer, employee, and agent of the corporation who will provide professional services 
to persons in this State shall be a licensee of the appropriate lieensing board in this State;

(4) The corporation shall be subject to the applieable rules and regulations adopted by, and all the 
disciplinary powers of, the appropriate licensing board or boards in this State;

(5) The corporation's activities in this State shall be limited as provided by G.S. 55B-14; and
(6) The application for certificate of authority, in addition to the requirements of G.S. 55-15-03, 

shall set forth the personal services to be rendered by the foreign professional corporation and 
the individual or individuals who will satisfy the requirements of G.S. 55B-16(a)(2) and shall 
be accompanied by a certification by the appropriate licensing board that each individual is a 
"licensee" as defined in G.S. 55B-2(2) and by additional certifications as may be required to 
establish that the corporation is a "foreign professional corporation" as defined in G.S. 55B- 
16(b).

(b) For purposes of this section, "foreign professional corporation" means a corporation for profit that:
(1) Is incorporated under a law other than the law of this State;
(2) Is incorporated for the purpose of rendering professional services of the type that if rendered 

in this State would require the obtaining of a license from a licensing board pursuant to the 
statutory provisions referred to in G.S. 55B-2(6); and

(3) Has as its shareholders only individuals who:
a. Qualify to hold shares of a corporation organized under this Chapter;
b. Are licensed to provide professional services as defined in G.S. 55B-2(6) in a state in 

whieh the corporation is incorporated or is authorized to transact business, provided 
that such professional services are the same as the professional serviee rendered by the 
corporation;
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c. Are nonlicensed employees of a corporation rendering services of the type defined in 
Chapters 83A, 89A, 89C, and 89E of the General Statutes, provided that all such 
nonlicensed employees own no more than one-third of the total issued and outstanding 
shares of such corporation in the aggregate; or

d. With respect to a professional corporation rendering services under Chapter 93 of the 
General Statutes, are persons who own not more than forty-nine percent (49%) of the 
stock in the professional corporation as long as:
1. Individuals who meet the requirements of sub-subdivision a. or b. of this 

subdivision own and control voting stock that represents at least fifty-one 
percent (51%) of the votes entitled to be cast in the election of directors of the 
professional corporation; and

2. All licensees who perform professional services on behalf of the corporation in 
this State comply with Chapter 93 of the General Statutes and the rules 
adopted thereunder.

(bl) With respect to a professional corporation rendering services as defined in Chapters 83A, 89A, 89C, 
and 89E of the General Statutes, an employee retirement plan qualified under section 401 of the Internal 
Revenue Code of 1986, as amended (or any successor section), is deemed for purposes of this section to be an 
individual licensee if at least one trustee of the plan is a licensee and all other trustees are licensees or are 
individuals who are licensed under the laws of a state in which the corporation maintains an office to perform at 
least one of the professional services, as defined in Chapter 83A, 89A, 89C, or 89E of the General Statutes, 
rendered by the corporation.

(c) A foreign professional corporation with a valid certificate of authority has the same but no greater 
rights and privileges as, and is subject to the same duties, restrictions, penalties, and liabilities now or later 
imposed on, a domestic professional corporation of like character, except that the provisions of G.S. 55B-6 and 
G.S. 55B-7 do not apply. (1995, c. 351, s. 18; 1997-485, s. 23; 1999-440, s. 2.)
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Article 2.
Uniform Partnership Act.

Part 1. Preliminary Provisions.
§ 59-31. North Carolina Uniform Partnership Act.

Articles 2 through 4A, inclusive, of this Chapter shall be known and may be cited as the North Carolina 
Uniform Partnership Act. (1941, c. 374, s. 1; 2000-140, s. 101(j); 2001-487, s. 20.)

§ 59-32. Definition of terms.
As used in this Chapter, except as otherwise defined in Article 5 of this Chapter for purposes of that 

Article, unless the context otherwise requires:
(01) "Act" means the North Carolina Uniform Partnership Act and refers to all provisions therein.

"Bankrupt" means bankrupt under the Federal Bankruptcy Act or insolvent under any State 
insolvent act.
"Business" means every trade, occupation, or profession.
"Conveyance" means every assignment, lease, mortgage, or encumbrance.
"Court" means every court and judge having jurisdiction in the case.
"Domestic corporation" has the same meaning as in G.S. 55-1-40.
"Domestic limited liability company" has the same meaning as the term "LLC" in G.S. 57D- 

1-03.
"Domestic limited partnership" has the same meaning as in G.S. 59-102.
"Domestic nonprofit corporation" means a corporation as defined in G.S. 55A-1-40.
"Foreign corporation" has the same meaning as in G.S. 55-1-40.

"Foreign limited liability company" has the same meaning as the term "foreign LLC" in 
G.S. 57D-1-03.
"Foreign limited liability partnership" means a partnership that (i) is formed under laws other 

than the laws of this State, and has the status of a limited liability partnership or registered 
limited liability partnership under those laws.
"Foreign limited partnership" has the same meaning as in G.S. 59-102.
"Foreign nonprofit corporation" means a foreign corporation as defined in G.S. 55A-1-40. 
"Person" means individuals, partnerships, corporations, limited liability companies, and other 

associations.
"Principal office" means the office (in or out of this State) where the principal executive 

offices of a registered limited liability partnership or a foreign limited liability partnership are 
located, as designated in its most recent annual report filed with the Secretary of State or, if 
no annual report has yet been filed, in its application for registration as a registered limited 
liability partnership or foreign limited liability partnership.
"Real property" means land and any interest or estate in land.
"Registered limited liability partnership" means a partnership that is registered under G.S. 59- 
84.2 and complies with G.S. 59-84.3.
"Service-disabled veteran" means a veteran with a disability that was incurred or aggravated 

during the veteran's service in the Armed Forces of the United States.
"Service-disabled veteran-owned small business" means a business that satisfies both of the 

following requirements:
a. The business's net annual receipts do not exceed one million dollars ($ 1,000,000).
b. One or more service-disabled veterans own more than fifty percent (50%) of the 

business.
"Veteran" means an individual entitled to any benefits or rights under the laws of the United 

States by reason of service in the Armed Forces of the United States.
"Veteran-owned small business" means a business that satisfies both of the following 

requirements:
a. The business's net annual receipts do not exceed one million dollars ($1,000,000).

(1)

(2)
(3)
(4) 
(4a) 
(4b)

(4c)
(4d)
(4e)
(4f)

(4g)

(4h)
(4i)
(5)

(5a)

(6)
(7)

(8) 

(9)

(10)

(11)
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b. One or more veterans own more than fifty percent (50%) of the business. (1941, c. 
374, s. 2; 1993, c. 354, s. 3; 1999-362, s. 4; 2000-140, s. lOl(k); 2001-387, s. 
103; 2013-157, s. 15; 2017-90, s. 5.)

§ 59-33. Interpretation of knowledge and notice.
(a) A person has "knowledge" of a fact within the meaning of this Act not only when he has actual 

knowledge thereof, but also when he has knowledge of such other facts as in the circumstances show bad faith.
(b) A person has "notice" of a fact within the meaning of this Act when the person who claims the 

benefit of the notice:
(1) States the fact to such person, or
(2) Delivers through the mail, or by other means of communication a written statement of the 

fact to such person or to a proper person at his place of business or residence. (1941, c. 374, 
s. 3; 2000-140, s. lOl(n).)

§ 59-34. Rules of construction.
(a) The rule that statutes in derogation of the common law are to be strictly construed shall have no 

application to this Act.
(b) The law of estoppel shall apply under this Act.
(c) The law of agency shall apply under this Act.
(d) This Article shall be so interpreted and construed as to effect its general purpose to make uniform the 

law of those states which enact it.
(e) This Article and the other provisions of this Act shall not be construed so as to impair the obligations 

of any contract existing when the Article or any other provision of this Act, as applicable, goes into effect, nor to 
affect any action or proceedings begun or right accrued before this Article or any other provision of this Act, as 
applicable, takes effect. (1941, c. 374, s. 4; 2000-140, s. 101(1).)

§ 59-35. Rules for cases not provided for in this Act.
In any case not provided for in this Act, the rules of law and equity, including the law merchant, shall 

govern. (1941, c. 374, s. 5; 2000-140, s. lOl(m).)

§ 59-35.1. Filing of documents.
(a) A document required or permitted by this Act to be filed by the Secretary of State must be filed 

under Chapter 55D of the General Statutes.
(b) A document submitted for filing by the Secretary of State on behalf of a general partnership must be 

executed by a general partner of the partnership.
(c) The Secretary of State may adopt and furnish on request forms for:

(1) An application for registration as a registered limited liability partnership;
(2) Cancellation of registration as a registered limited liability partnership;
(3) Application for registration as a foreign limited liability partnership; and
(4) Cancellation of registration as a foreign limited liability partnership.

If the Secretary of State so requires, use of these forms is mandatory.
(d) The Secretary of State may adopt and furnish on request forms for other documents required or 

permitted to be filed by this Act, but their use is not mandatory. (1999-369, s. 4.1; 2001-358, ss. 9, 38, 51(c); 
2001-387, ss. 104, 105(c), 155,170(a), 173, 175(a); 2001-413, s. 6; 2002-58, s. 4.)

§ 59-35.2. Filing, service, and copying fees.
(a) The Secretary of State shall collect the following fees when the documents described in this

subsection are submitted by a partnership to the Secretary of State for filing:
Document Fee

(1) Application for reserved name............................................................ $10.00
(2) Notice of transfer of reserved name.................................................... 10.00
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(3) Application for registered name......................................................... 10.00
(4) Application for renewal of registered name....................................... 10.00
(5) Registered limited liability partnership's or foreign limited liability partnership’s

statement of ehange of registered agent or registered office or both .. 5.00
(6) Agent's statement of change of registered office for each affected registered limited

liability partnership or foreign limited liability partnership............... 5.00
(7) Agent's statement of resignation......................................................... No Fee
(8) Designation of registered agent or registered office or both................ 5.00
(9) Articles of conversion (other than artieles of conversion included as part of another

doeument)............................................................................................ 50.00
(10) Articles of merger................................................................... 50.00
(11) Applieation for registration as a registered limited liability partnership 

125.00
(12) Certificate of amendment of registration as a registered limited liability partnership

.....................................................................................................................................  25.00
(13) Cancellation of registration as a registered limited liability partnership 

25.00
(14) Application for registration as a foreign limited liability partnership . 125.00
(15) Certificate of amendment of registration as a foreign limited liability partnership 

25.00
(16) Cancellation of registration as a foreign limited liability partnership . 25.00
(17) Application for certificate of withdrawal by reason of merger, consolidation, or

conversion............................................................................... 10.00
(18) Annual report.......................................................................... 200.00
(19) Articles of correction.............................................................. 10.00
(20) Any other doeument required or permitted to be filed pursuant to this Aet 

10.00
(b) Whenever the Secretary of State is deemed appointed as a registered agent under this Act or under 

Chapter 55D of the General Statutes, the Secretary of State shall collect a fee of ten dollars ($10.00) eaeh time 
process is served on the Secretary of State under this Act. The party to the proceeding causing service of process 
is entitled to recover this fee as costs if the party prevails in the proceeding.

(e) The Secretary of State shall collect the following fees for copying, comparing, and certifying a copy 
of a filed partnership document:

(1) One dollar ($ 1.00) a page for copying or comparing a copy to the original.
(2) Fifteen dollars ($ 15.00) for a paper eertificate.
(3) Ten dollars ($10.00) for an electronie certifieate. (2001-387, s. 170(b); 2001-487, s. 62(q); 

2005-435, s. 46.)

Part 2. Nature of a Partnership.
§ 59-36. Partnership defined.

(a) A partnership is an association of two or more persons to carry on as co-owners a business for profit.
(b) But any association formed under any other statute of this State, or any statute adopted by authority, 

other than the authority of this State, is not a partnership under this Article, unless such association would have 
been a partnership in this State prior to the adoption of this Article; but this Article shall apply to limited 
partnerships except insofar as the statutes relating to such partnerships are inconsistent herewith. (1941, c. 374, 
s. 6.)

§ 59-37. Rules for determining the existence of a partnership.
In determining whether a partnership exists, these rules shall apply:

(1) Except as provided by G.S. 59-46 persons who are not partners as to each other are not 
partners as to third persons.
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(2) Joint tenancy, tenancy in common, tenancy by the entireties, joint property, common 
property, or part ownership does not of itself establish a partnership, whether such co-owners 
do or do not share any profits made by the use of the property.

(3) The sharing of gross returns does not of itself establish a partnership, whether or not the 
persons sharing them have a joint or common right or interest in any property from which the 
returns are derived.

(4) The receipt by a person of a share of the profits of a business is prima facie evidence that he 
is a partner in the business, but no such inference shall be drawn if such profits were received 
in payment:
a. As a debt by installments or otherwise,
b. As wages of an employee or rent to a landlord,
c. As an annuity to a widow or representative of a deceased partner,
d. As interest on a loan, though the amount of payment vary with the profits of the 

business,
e. As the consideration for the sale of a goodwill of a business or other property by 

installments or otherwise. (1941, c. 374, s. 7.)

§ 59-38. Partnership property.
(a) All property originally brought into the partnership stock or subsequently acquired by purchase or 

otherwise, on account of the partnership, is partnership property.
(b) Unless the contrary intention appears, property acquired with partnership funds is partnership 

property.
(c) Any estate in real property may be acquired in the partnership name. Title so acquired can be 

conveyed only in the partnership name.
(d) A conveyance to a partnership in the partnership name, though without words of inheritance, passes 

the entire estate of the grantor unless a contrary intent appears. (1941, c. 374, s. 8.)

Part 3. Relations of Partners to Persons Dealing with the Partnership.
§ 59-39. Partner agent of partnership as to partnership business.

(a) Every partner is an agent of the partnership for the purpose of its business, and the act of every 
partner, including the execution in the partnership name of any instrument, for apparently carrying on in the 
usual way the business of the partnership of which he is a member binds the partnership, unless the partner so 
acting has in fact no authority to act for the partnership in the particular matter, and the person with whom he is 
dealing has knowledge of the fact that he has no such authority.

(b) An act of a partner which is not apparently for the carrying on of the business of the partnership in 
the usual way does not bind the parmership unless authorized by the other partners.

(c) Unless authorized by the other partners or unless they have abandoned the business, one or more but 
less than all the partners have no authority to:

(1) Assign the partnership property in trust for creditors, or on the assignee's promise to pay the 
debts of the partnership,

(2) Dispose of the goodwill of the business,
(3) Do any other act which would make it impossible to carry on the ordinary business of a 

partnership,
(4) Confess a judgment,
(5) Submit a partnership claim or liability to arbitration or reference.

(d) No act of a partner in contravention of a restriction on authority shall bind the partnership to persons 
having knowledge of the restriction. (1941, c. 374, s. 9.)

§ 59-39.1. Act, admission or acknowledgment by partner.
After a cause of action has accrued on any obligation of a partnership, any act, admission or 

acknowledgment by any partner acting in the ordinary course of the business of the partnership or with the 
authority of his copartners which removes the bar of the statute of limitations or causes the statutes to begin
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running anew with respect to the partner doing such act or making such admission or acknowledgment has a like 
effect with respect to all of the partners and with respect to partnership liability, but when any partner is not so 
acting and does not have the authority of his copartners, any act, admission or acknowledgment by such partner 
which removes the bar of the statute of limitations or causes the statute to begin running anew has such effect 
only as to the partner doing such act or making such admission or acknowledgment, and shall not renew, extend 
or in any manner impose liability of any kind against any partner who has not authorized or ratified the same nor 
against the partnership. (1953, c. 1076, s. 2.)

§ 59-40. Conveyance of real property of the partnership.
(a) Where title to real property is in the partnership name, any partner may convey title to such property 

by a conveyance executed in the partnership name; but the partnership may recover such property unless the 
partner's act binds the partnership under the provisions of subsection (a) of G.S. 59-39, or unless such property 
has been conveyed by the grantee or a person claiming through such grantee to holder for value without 
knowledge that the partner, in making the conveyance, has exceeded his authority.

(b) Where title to real property is in the name of the partnership, a conveyance executed by a partner, in 
his own name, passes the equitable interest of the partnership, provided the act is one within the authority of the 
partner under the provisions of subsection (a) of G.S. 59-39.

(c) Where title to real property is in the name of one or more, but not all the partners, and the record 
does not disclose the right of the partnership, the partners in whose name the title stands may convey title to such 
property, but the partnership may recover such property if the partners' act does not bind the partnership under 
the provisions of subsection (a) of G.S. 59-39, unless the purchaser or his assignee, is a holder for value, without 
knowledge.

(d) Where the title to real property is in the name of one or more or all the partners, or in a third person in 
trust for the partnership, a conveyance executed by a partner in the partnership name, or in his own name, passes 
the equitable interest of the partnership, provided the act is one within the authority of the partner under the 
provisions of subsection (a) of G.S. 59-39.

(e) Where the title to real property is in the names of all the partners a conveyance executed by all the 
partners passes all their rights in such property. (1941, c. 374, s. 10; 1959, c. 1161, s. 3.)

§ 59-41. Partnership bound by admission of partner.
An admission or representation made by any partner concerning partnership affairs within the scope of his 

authority as conferred by this Act is evidence against the partnership. (1941, c. 374, s. 11; 2000-140, s. lOl(n).)

§ 59-42. Partnership charged with knowledge of or notice to partner.
Notice to any paitner of any matter relating to partnership affairs, and the knowledge of the partner acting in 

the particular matter, acquired while a partner or then present to his mind, and the knowledge of any other 
partner who reasonably could and should have communicated it to the acting partner, operate as notice to or 
knowledge of the partnership, except in the case of a fraud on the partnership committed by or with the consent 
of that partner. (1941, c. 374, s. 12.)

§ 59-43. Partnership bound by partner’s wrongful act.
Where, by any wrongful act or omission of any partner acting in the ordinary course of the business of the 

partnership or with the authority of his copartners, loss or injury is caused to any person, not being a partner in 
the partnership, or any penalty is incurred, the partnership is liable therefor to the same extent as the partner so 
acting or omitting to act. (1941, c. 374, s. 13.)

§ 59-44. Partnership bound by partner's breach of trust.
The partnership is bound to make good the loss:

(1) Where one partner acting within the scope of his apparent authority receives money or 
property of a third person and misapplies it; and

(2) Where the partnership in the course of its business receives money or property of a third 
person and the money or property so received is misapplied by any partner while it is in the
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custody of the partnership. (1941, c. 374, s. 14.)

§ 59-45. Nature of partner's liability in ordinary partnerships and in registered limited liability 
partnerships.

(a) Except as provided by subsections (al) and (b) of this section, all partners are jointly and severally 
liable for the acts and obligations of the partnership.

(al) Except as provided in subsection (b) of this section, a partner in a registered limited liability 
partnership is not individually liable for debts and obligations of the partnership incurred while it is a registered 
limited liability partnership solely by reason of being a partner and does not become liable by participating, in 
whatever capacity, in the management or control of the business of the partnership.

(b) Nothing in this Chapter shall be interpreted to abolish, modify, restrict, limit, or alter the law in this 
State applicable to the professional relationship and liabilities between the individual furnishing the professional 
services and the person receiving the professional services, the standards of professional conduct applicable to 
the rendering of the services, or any responsibilities, obligations, or sanctions imposed under applicable 
licensing statutes. A partner in a registered limited liability partnership is not individually liable, directly or 
indirectly, including by indemnification, contribution, assessment, or otherwise, for the debts, obligations, and 
liabilities of, or chargeable to, the registered limited liability partnership that arise from errors, omissions, 
negligence, malpractice, incompetence, or malfeasance committed by another partner or by an employee, agent, 
or other representative of the partnership; provided, however, nothing in this Chapter shall affect the liability of a 
partner of a professional registered limited liability partnership for his or her own errors, omissions, negligence, 
malpractice, incompetence, or malfeasance committed in the rendering of professional services.

(c) Repealed by Session Laws 1999-362, s. 5.
(d) A partner in a registered limited liability partnership is not a proper party to proceedings by or against 

a limited liability partnership, except where the object of the proceeding is to enforce a partner's right against or 
liability to the limited liability partnership.

(e) The liability of partners of a registered limited liability partnership formed and existing under this 
Chapter shall at all times be determined solely and exclusively by this Chapter and the laws of this State.

(f) If a conflict arises between the laws of this State and the laws of any other jurisdiction with regard to 
the liability of a partner of a registered limited liability partnership formed and existing under this Chapter for 
the debts, obligations, and liabilities of the registered limited liability partnership, this Chapter and the laws of 
this State shall govern in determining the liability. (1941, c. 374, s. 15; 1953, c. 881; 1993, c. 354, s. 4; 1999- 
362, s. 5.)

§ 59-46. Partner by estoppel.
(a) When a person, by words spoken or written, by conduct, or by contract, represents himself, or 

consents to another representing him to anyone, as a partner in an existing partnership or with one or more 
persons not actual partners, he is liable to any such person to whom such representation has been made, who has, 
on the faith of such representation, given credit to the actual or apparent partnership, and if he has made such 
representation or consented to its being made in a public manner, he is liable to such person, whether the 
representation has or has not been made or communicated to such person so giving credit by or with the 
knowledge of the apparent partner making the representation or consenting to its being made.

(1) When a partnership liability results, he is liable as though he were an actual member of the 
partnership.

(2) When no partnership liability results, he is liable jointly with the other persons, if any, so 
consenting to the contract or representation as to incur liability, otherwise separately.

(b) When a person has been thus represented to be a partner in an existing partnership, or with one or 
more persons not actual partners, he is an agent of the persons consenting to such representation to bind them to 
the same extent and in the same manner as though he were a partner in fact, with respect to persons who rely 
upon the representation. Where all the members of the existing partnership consent to the representation, a 
partnership act or obligation results; but in all other cases it is the joint act or obligation of the person acting and 
the persons consenting to the representation. (1941, c. 374, s. 16; 1975, c. 732.)

§ 59-47. Liability of incoming partner.
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A person admitted as a partner into an existing partnership is liable for all the obligations of the partnership 
arising before his admission as though he had been a partner when such obligations were incurred, except that 
this liability shall be satisfied only out of partnership property. (1941, c. 374, s. 17.)

Part 4. Relations of Partners to One Another.
§ 59-48. Rules determining rights and duties of partners.

The rights and duties of the partners in relation to the partnership shall be determined, subject to any 
agreement between them, by the following rules:

(1) Each partner shall be repaid his contributions, whether by way of capital or advances to the 
partnership property and share equally in the profits and surplus remaining after all liabilities, 
including those to partners, are satisfied; and must contribute towards the losses, whether of 
capital or otherwise, sustained by the partnership according to his share in the profits.

(2) The partnership must indemnify every partner in respect of payments made and personal 
liabilities reasonably incurred by him in the ordinary and proper conduct of its business, or for 
the preservation of its business or property.

(3) A partner, who in aid of the partnership makes any payment or advance beyond the amount 
of capital which he agreed to contribute, shall be paid interest from the date of the payment or 
advance.

(4) A partner shall receive interest on the capital contributed by him only from the date when 
repayment should be made.

(5) All partners have equal rights in the management and conduct of the partnership business.
(6) No partner is entitled to remuneration for acting in the partnership business, except that a 

surviving partner is entitled to reasonable compensation for his services in winding up the 
partnership affairs.

(7) No person can become a member of a partnership without the consent of all the partners.
(8) Any difference arising as to ordinary matters connected with the partnership business may be 

decided by a majority of the partners; but no act in contravention of any agreement between 
the partners may be done rightfully without the consent of all the partners. (1941, c. 374, s. 
18.)

§ 59-49. Partnership books.
The partnership books shall be kept, subject to any agreement between the partners, at the principal place of 

business of the partnership, and every partner shall at all times have access to and may inspect and copy any of 
them. (1941, c. 374, s. 19.)

§ 59-50. Duty of partners to render information.
Partners shall render on demand true and full information of all things affecting the partnership to any 

partner or the legal representative of any deceased partner or partner under legal disability. (1941, c. 374, s. 20.)

§ 59-51. Partner accountable as a fiduciary.
(a) Every partner must account to the partnership for any benefit, and hold as trustee for it any profits 

derived by him without the consent of the other partners from any transaction connected with the formation, 
conduct or liquidation of the partnership or from any use by him of its property.

(b) This section applies also to the representatives of a deceased partner engaged in the liquidation of 
the affairs of the partnership as the personal representatives of the last surviving partner. (1941, c. 374, s. 21.)

§ 59-52. Right to an account.
Any partner shall have the right to a formal account as to partnership affairs;

(1) If he is wrongfully excluded from the partnership business or possession of its property by his 
copartners,

(2) If the right exists under the terms of any agreement.
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(3) As provided by G.S. 59-51,
(4) Whenever other circumstances render it just and reasonable. (1941, c. 374, s. 22.)

§ 59-53. Continuation of partnership beyond fixed term.
(a) When a partnership for a fixed term or particular undertaking is continued after the termination of 

such term or particular undertaking without any express agreement, the rights and duties of the partners remain 
the same as they were at such termination, so far as is consistent with a partnership at will.

(b) A continuation of the business by the partners or such of them as habitually acted therein during the 
term, without any settlement or liquidation of the partnership affairs, is prima facie evidence of a continuation of 
the partnership. (1941, c. 374, s. 23.)

Part 5. Property Rights of a Partner.
§ 59-54. Extent of property rights of a partner.

The property rights of a partner are:
(1) His right in specific partnership property,
(2) His interest in the partnership, and
(3) His right to participate in the management. (1941, c. 374, s. 24.)

§ 59-55. Nature of a partner's right in specific partnership property.
(a) A partner is co-owner with his partners of specific partnership property holding as a tenant in 

partnership.
(b) The incidents of this tenancy are such that:

(1) A partner, subject to the provisions of this Act and to any agreement between the partners, 
has an equal right with his partners to possess specific partnership property for partnership 
purposes; but he has no right to possess such property for any other purpose without the 
consent of his partners.

(2) A partner's right in specific partnership property is not assignable except in connection with 
the assignment of rights of all the partners in the same property.

(3) A partner's right in specific partnership property is not subject to attachment or execution, 
except on a claim against the partnership. When partnership property is attached for a 
partnership debt the partners, or any of them, or the representatives of a deceased partner, 
cannot claim any right under the homestead or exemption laws.

(4) On the death of a partner his right in specific partnership property vests in the surviving 
partner or partners, except where the deceased was the last surviving partner, when his right 
in such property vests in his legal representative. Such surviving partner, or partners, or the 
legal representative of the last surviving partner, has no right to possess the partnership 
property for any but a partnership purpose.

(5) A partner's right in specific partnership property is not subject to dower, curtesy, or 
allowances to widows, heirs, or next of kin. (1941, c. 374, s. 25; 2000-140, s. lOl(n).)

§ 59-56. Nature of partner's interest in the partnership.
A partner's interest in the partnership is his share of the profits and surplus, and the same is personal 

property. (1941, c. 374, s. 26.)

§ 59-57. Assignment of partner's interest.
(a) A conveyance by a partner of his interest in the partnership does not of itself dissolve the partnership, 

nor, as against the other partners in the absence of agreement, entitle the assignee, during the continuance of the 
partnership, to interfere in the management or administration of the partnership business or affairs, or to require 
any information or account of partnership transactions, or to inspect the partnership books; but it merely entitles 
the assignee to receive in accordance with his contract the profits to which the assigning partner would otherwise 
be entitled.
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(b) In case of a dissolution of the partnership, the assignee is entitled to receive his assignor's interest 
and may require an account from the date only of the last account agreed to by all the partners. (1941, c. 374, s. 
27.)

§ 59-58. Partner's interest subject to charging order.
(a) On due application to a competent court by any judgment creditor of a partner, the court which 

entered the judgment, order or decree, or any other court, may charge the interest of the debtor partner with 
payment of the unsatisfied amount of such judgment debt with interest thereon; and may then or later appoint a 
receiver of his share of the profits, and of any other money due or to fall due to him in respect of the partnership, 
and make all other orders, directions, accounts and inquiries which the debtor partner might have made, or 
which the circumstances of the case may require.

(b) The interest charged may be redeemed at any time before foreclosure, or in case of a sale being 
directed by the court may be purchased without thereby causing a dissolution:

(1) With separate property, by any one or more of the partners, or
(2) With partnership property, by any one or more of the partners with the consent of all the 

partners whose interests are not so charged or sold.
(c) Nothing in this Act shall be held to deprive a partner of his right, if any, under the exemption laws, as 

regards his interest in the partnership. (1941, c. 374, s. 28; 2000-140, s. lOl(n).)

Part 6. Dissolution and Winding Up.
§ 59-59. Dissolution defined.

The dissolution of a partnership is the change in the relation of the partners caused by any partner ceasing to 
be associated in the carrying on as distinguished from the winding up of the business. (1941, c. 374, s. 29.)

§ 59-60. Partnership not terminated by dissolution.
On dissolution the partnership is not terminated, but continues until the winding up of partnership affairs is 

completed. (1941, c. 374, s. 30.)

§ 59-61. Causes of dissolution.
Dissolution is caused:

(1) Without violation of the agreement between the partners,
a. By the termination of the definite term or particular undertaking specified in the 

agreement,
b. By the express will of any partner when no definite term or particular undertaking is 

specified,
c. By the express will of all partners who have not assigned their interests or suffered 

them to be charged for their separate debts, either before or after the termination of 
any specific term or particular undertaking,

d. By the expulsion of any partner from the business bona fide in accordance with such a 
power conferred by the agreement between the partners;

(2) In contravention of the agreement between the partners, where the circumstances do not 
permit a dissolution under any other provision of this section, by the express will of any 
partner at any time;

(3) By any event which makes it unlawful for the business of the partnership to be carried on or 
for the members to carry it on in partnership;

(4) By the death of any partner, unless the partnership agreement provides otherwise;
(5) By the bankruptcy of any partner or the partnership;
(6) By decree of court under G.S. 59-62. (1941, c. 374, s. 31; 1943, c. 384.)

§ 59-62. Dissolution by decree of court.
(a) On application by or for a partner the court shall decree a dissolution whenever: 
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A partner has been adjudieated ineompetent or is shown to be of unsound mind,
A partner beeomes in any other way ineapable of performing his part of the partnership 

eontract,
A partner has been guilty of such conduct as tends to affect prejudicially the carrying on of 

the business,
A partner wilfully or persistently commits a breach of the partnership agreement, or 

otherwise so conducts himself in matters relating to the partnership business that it is not 
reasonably practicable to carry on the business in partnership with him.
The business of the partnership can only be carried on at a loss.
Other circumstances render a dissolution equitable.

(b) On the application of the purchaser of a partner's interest under G.S. 59-57 and 59-58:
(1) After the termination of the specified term or particular undertaking,
(2) At any time if the partnership was a partnership at will when the interest was assigned or 

when the charging order was issued.
(c) The name of a registered limited liability partnership becomes available for use by another entity as 

provided in G.S. 55D-21. (1941, c. 374, s. 32; 1985, c. 589, s. 29; 2001-358, s. 41; 2001-387, ss. 173, 175(a); 
2001-413, s. 6; 2001-487, s. 107(b).)

(1)
(2)

(3)

(4)

(5)
(6)

§ 59-63. General effect of dissolution on authority of partner.
Except so far as may be necessary to wind up partnership affairs or to complete transactions begun but not 

then finished, dissolution terminates all authority of any partner to act for the partnership,
(1) With respect to the partners,

a. When the dissolution is not by the act, bankruptcy or death of a partner; or
b. When the dissolution is by such act, bankruptcy or death of a partner, in cases where 

G.S. 59-64 so requires,
(2) With respect to persons not partners, as declared in G.S. 59-65. (1941, c. 374, s. 33.)

§ 59-64. Right of partner to contribution from copartners after dissolution.
Where the dissolution is caused by the act, death or bankruptcy of a partner, each partner is liable to his 

copartners for his share of any liability created by any partner acting for the partnership as if the partnership had 
not been dissolved unless

(1) The dissolution being by act of any partner, the partner acting for the partnership had 
knowledge of the dissolution, or

(2) The dissolution being by the death or bankruptcy of a partner, the partner acting for the 
partnership had knowledge or notice of the death or bankruptcy. (1941, c. 374, s. 34.)

§ 59-65. Power of partner to bind partnership to third persons after dissolution; publication of notice of
dissolution.

(a) After dissolution a partner can bind the partnership except as provided in subsection (c)
(1) By any act appropriate for winding up partnership affairs or completing transactions 

unfinished at dissolution;
(2) By any transaction which would bind the partnership if dissolution had not taken place, 

provided the other party to the transaction
a. Had extended credit to the partnership prior to dissolution and had no knowledge or 

notice of the dissolution; or
b. Though he had not so extended credit, had nevertheless known of the partnership prior 

to dissolution, and, having no knowledge or notice of dissolution, the fact of 
dissolution had not been published at least once a week for four successive weeks in 
some newspaper qualified for legal advertising in each county in which the 
partnership business was regularly carried on, or if no such newspaper is published in 
the county, posted for 30 days at the courthouse and three other public places in the 
county.
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(b) The liability of a partner under subdivision (a)(2) shall be satisfied out of partnership assets alone 
when sueh partner had been prior to dissolution

(1) Unknown as a partner to the person with whom the contract is made; and
(2) So far unknown and inactive in partnership affairs that the business reputation of the 

partnership could not be said to have been in any degree due to his connection with it.
(c) The partnership is in no case bound by any act of a partner after dissolution

(1) Where the partnership is dissolved because it is unlawful to carry on the business, unless the 
act is appropriate for winding up partnership affairs; or

(2) Where the partner has become bankrupt; or
(3) Where the partner has no authority to wind up partnership affairs; except by a transaction 

with one who
a. Had extended credit to the partnership prior to dissolution and had no knowledge or 

notice of his want of authority; or
b. Had not extended credit to the partnership prior to dissolution, and, having no 

knowledge or notice of his want of authority, the fact of his want of authority has not 
been advertised in the manner provided for advertising the fact of dissolution in 
subdivision (a)(2)b.

(d) Nothing in this section shall affect the liability under G.S. 59-46 of any person who after dissolution 
represents himself or consents to another representing him as a partner in a partnership engaged in carrying on 
business. (1941, c. 374, s. 35; 1951, c. 381, s. 1.)

§ 59-66. Effect of dissolution on partner's existing liability.
(a) The dissolution of the partnership does not of itself discharge the existing liability of any partner.
(b) A partner is discharged from any existing liability upon dissolution of the partnership by an 

agreement to that effect between himself, the partnership creditor and the person or partnership continuing the 
business; and such agreement may be inferred from the course of dealing between the creditor having 
knowledge of the dissolution and the person or partnership continuing the business.

(c) Where a person agrees to assume the existing obligations of a dissolved partnership, the partners 
whose obligations have been assumed shall be discharged from any liability to any creditor of the partnership 
who, knowing of the agreement, consents to a material alteration in the nature or time of payment of such 
obligations.

(d) The individual property of a deceased partner shall be liable for all obligations of the partnership 
incurred while he was a partner but subject to the prior payment of his separate debts. (1941, c. 374, s. 36.)

§ 59-67. Right to wind up.
Unless otherwise agreed the partners who have not wrongfully dissolved the partnership or the legal 

representative of the last surviving partner, not bankrupt, has the right to wind up the partnership affairs; 
provided, however, that any partner, his legal representative or his assignee, upon cause shown, may obtain 
winding up by the court. (1941, c. 374, s. 37.)

§ 59-68. Rights of partners to application of partnership property.
(a) When dissolution is caused in any way, except in contravention of the partnership agreement, each 

partner, as against his copartners and all persons claiming through them in respect of their interest in the 
partnership, unless otherwise agreed, may have the partnership property applied to discharge its liabilities, and 
the surplus applied to pay in cash the net amount owing to the respective partners. But if dissolution is caused by 
expulsion of a partner, bona fide under the partnership agreement, and if the expelled partner is discharged from 
all partnership liabilities, either by payment or agreement under G.S. 59-66, subsection (b), he shall receive in 
cash only the net amount due him from the partnership.

(b) When dissolution is caused in contravention of the partnership agreement the rights of the partners 
shall be as follows:

(1) Each partner who has not caused dissolution wrongfully shall have: 
a. All the rights specified in subsection (a) of this section, and

https://www.ncIeg.net/EnactedLegisIation/Statutes/HTML/ByArticle/Chapter_59/Article_2.html 11/14

https://www.ncIeg.net/EnactedLegisIation/Statutes/HTML/ByArticle/Chapter_59/Article_2.html


11 /26/2018 Chapter 59 - Article 2

b. The right, as against each partner who has caused the dissolution wrongfully, to
damages for breach of the agreement.

(2) The partners who have not caused the dissolution wrongfully, if they all desire to continue the 
business in the same name, either by themselves or jointly with others, may do so, during the 
agreed term for the partnership and for that purpose may possess the partnership property, 
provided they secure the payment by bond approved by the court, or pay to any partner who 
has caused the dissolution wrongfully, the value of his interest in the partnership at the 
dissolution, less any damages recoverable under clause (b)(l)b of this section, and in like 
manner indemnify him against all present or future partnership liabilities.

(3) A partner who has caused the dissolution wrongfully shall have:
a. If the business is not continued imder the provisions of subdivision (b)(2) all the rights 

of a partner under subsection (a), subject to clause (b)(l)b, of this section,
b. If the business is continued under subdivision (b)(2) of this section, the right as against 

his copartners and all claiming through them in respect of their interests in the 
partnership, to have the value of his interest in the partnership, less any damages 
caused to his copartners by the dissolution, ascertained and paid to him in cash, or the 
payment secured by bond approved by the court, and to be released from all existing 
liabilities of the partnership; but in ascertaining the value of the partner's interest the 
value of the goodwill of the business shall not be considered. (1941, c. 374, s. 38.)

§ 59-69. Rights where partnership is dissolved for fraud or misrepresentation.
Where partnership contract is rescinded on the ground of the fraud or misrepresentation of one of the parties 

thereto, the party entitled to rescind is, without prejudice to any other right, entitled,
(1) To a lien on, or right of retention of, the surplus of the partnership property after satisfying 

the partnership liabilities to third persons for any sum of money by him for the purchase of an 
interest in the partnership and for any capital or advances contributed by him; and

(2) To stand, after all liabilities to third persons have been satisfied, in the place of the creditors 
of the partnership for any payments made by him in respect of the partnership liabilities; and

(3) To be indemnified by the person guilty of the fraud or making the representation against all 
debts and liabilities of the partnership. (1941, c. 374, s. 39.)

§ 59-70. Rules for distribution.
In settling accounts between the partners after dissolution, the following rules shall be observed, subject to 

any agreement to the contrary:
(1) The assets of the partnership are

a. The partnership property,
b. The contributions of the partners necessary for the payment of all the liabilities 

specified in subdivision (2) of this section.
(2) The liabilities of the partnership shall rank in order of payment, as follows:

a. Those owing to creditors other than partners,
b. Those owing to partners other than for capital and profits,
c. Those owing to partners in respect of capital,
d. Those owing to partners in respect of profits.

(3) The assets shall be applied in the order of their declaration in subdivision (1) of this section to 
the satisfaction of the liabilities.

(4) The partners shall contribute, as provided by G.S. 59-48, subdivision (1) the amount 
necessary to satisfy the liabilities; but if any, but not all, of the partners are insolvent, or, not 
being subject to process, refuse to contribute, the other partners shall contribute their share of 
the liabilities, and, in the relative proportions in which they share the profits, the additional 
amount necessary to pay the liabilities.

(5) An assignee for the benefit of creditors or any person appointed by the court shall have the 
right to enforce the contributions specified in subdivision (4) of this section.
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(6) Any partner or his legal representative shall have the right to enforce the contributions 
specified in subdivision (4) of this section, to the extent of the amount which he has paid in 
excess of his share of the liability.

(7) The individual property of a deceased partner shall be liable for the contributions specified in 
subdivision (4) of this section.

(8) When partnership property and the individual properties of the partners are in possession of a 
court for distribution, partnership creditors shall have priority on partnership property and 
separate creditors on individual property, saving the rights of lien or secured creditors as 
heretofore.

(9) Where a partner has become bankrupt or his estate is insolvent the claims against the separate 
property shall rank in the following order:
a. Those owing to separate creditors,
b. Those owing to partnership creditors,
c. Those owing to partners by way of contribution. (1941, c. 374, s. 40.)

§ 59-71. Liability of persons continuing the business in certain cases.
(a) When any new partner is admitted into an existing partnership, or when any partner retires and 

assigns (or the representative of the deceased partner assigns) his rights in partnership property to two or more of 
the partners, or to one or more of the partners and one or more third persons, if the business is continued without 
liquidation of the partnership affairs, creditors of the first or dissolved partnership are also creditors of the 
partnership so continuing the business.

(b) When all but one partner retire and assign (or the representative of a deceased partner assigns) their 
rights in partnership property to the remaining partner, who continues the business without liquidation of 
partnership affairs, either alone or with others, creditors of the dissolved partnership are also creditors of the 
person or partnership so continuing the business.

(c) When any partner retires or dies and the business of the dissolved partnership is continued as set 
forth in subsections (a) and (b) of this section, with the consent of the retired partners or the representative of the 
deceased partner, but without any assignment of his right in partnership property, rights of creditors of the 
dissolved partnership and of the creditors of the person or partnership continuing the business shall be as if such 
assignment had been made.

(d) When all the partners or their representatives assign their rights in partnership property to one or 
more third persons who promise to pay the debts and who continue the business of the dissolved partnership, 
creditors of the dissolved partnership are also creditors of the person or partnership continuing the business.

(e) When any partner wrongfully causes a dissolution and the remaining partners continue the business 
under the provisions of G.S. 59-68, subdivision (b)(2), either alone or with others, and without liquidation of the 
partnership affairs, creditors of the dissolved partnership are also creditors of the person or partnership 
continuing the business.

(f) When a partner is expelled and the remaining partners continue the business either alone or with 
others, without liquidation of the partnership affairs, creditors of the dissolved partnership are also creditors of 
the person or partnership continuing the business.

(g) The liability of a third person becoming a partner in the partnership continuing the business, under 
this section, to the creditors of the dissolved partnership shall be satisfied out of the partnership property only.

(h) When the business of a partnership after dissolution is eontinued under any conditions set forth in 
this section the creditors of the dissolved partnership, as against the separate creditors of the retiring or deceased 
partner or the representative of the deceased partner, have a prior right to any elaim of the retired partner or the 
representative of the deceased partner against the person or partnership continuing the business on aeeount of the 
retired or deceased partner's interest in the dissolved partnership or on account of any consideration promised for 
such interest or for his right in partnership property.

(i) Nothing in this section shall be held to modify any right of creditors to set aside any assignment on 
the ground of fraud.

(j) The use by the person or partnership continuing the business of the partnership name, or the name of 
a deceased partner as part thereof, shall not of itself make the individual property of the deceased partner liable 
for any debts contracted by such person or partnership. (1941, c. 374, s. 41.)
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§ 59-72. Rights of retiring partner or estate of deceased partner when the business is continued.
When any partner retires or dies, and the business is continued under any of the conditions set forth in G.S. 

59-71, subsections (a), (b), (c), (e), (f), or G.S. 59-68, subdivision (b)(2), without any settlement of accounts as 
between him or his estate and the person or partnership continuing the business, unless otherwise agreed, he or 
his legal representative as against such persons or partnership may have the value of his interest at the date of 
dissolution ascertained, and shall receive as an ordinary creditor an amount equal to the value of his interest in 
the dissolved partnership with interest, or, at his option or at the option of his legal representative, in lieu of 
interest, the profits attributable to the use of his right in the property of the dissolved partnership; provided that 
the creditors of the dissolved partnership as against the separate creditors, or the representative of the retired or 
deceased partner, shall have priority on any claim arising imder this section, as provided by G.S. 59-71, 
subsection (h). (1941, c. 374, s. 42.)

§ 59-73. Accrual of actions.
The right to an account of his interest shall accrue to any partner, or his legal representative, as against the 

winding up partners or the surviving partners or the person or partnership continuing the business, at the date of 
dissolution, in the absence of any agreement to the contrary. (1941, c. 374, s. 43.)
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