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Beginning January 1, 2012, non-licensees may hold a minority share of ownership 

in New York professional engineering, architecture, landscape architecture and land 

surveying firms.  This will mark the end of New York’s stringent and restrictive law 

requiring most owners of design firms to be licensed professionals, in contrast to virtually 

every other state in the country.  The American Institute of Architects had identified this 

law as one of its legislative priorities and quoted AIA members touting this new 

legislation as a victory that will allow New York firms the flexibility they need to remain 

competitive with out-of-state firms. 

 

Governor Cuomo on September 23, 2011 signed into law Bill S-2987/A-4581 

authorizing a new type of professional service corporation, the “Design Professional 

Service Corporation”.  The new legislation amends the Business Corporation Law to 

permit the formation of Design Professional Service Corporations, as well as the 

Education Law to require DPSCs to obtain certificates of authorization to practice 

professional engineering, architecture, landscape architecture or land surveying in New 

York.  The new law aims to balance the benefits of giving professional firms the 

flexibility to attract and retain key personnel, by allowing them to offer non-licensees an 

equity stake in the firm, with the need to protect health and safety.  To protect health and 

safety, the new legislation contains restrictions to ensure that the supermajority of 

ownership and management of these new DPSCs remains with licensed professionals. 

 

Significant aspects of this new legislation include: 

 

Section 1 of the legislation amends BCL Section 1501 to allow professional 

design firms to implement employee stock option plans (“ESOPs”), defined as 

contribution plans established pursuant to Section 4975(e)(7) of the Internal Revenue 

Code. 

 

Section 2, which amends Section 1503 of the BCL, requires DPSCs to have: 

 

• Greater than 75% of the outstanding shares owned by licensed 

design professionals; 

• Greater than 75% of the directors be licensed design professionals; 

• Greater than 75% of the officers be licensed design professionals; 

• The President be a licensed design professional; 

• The Chief Executive Officer be a licensed design professional; and 

• The Chairperson be a licensed design professional. 

 

Section 2 (b-1) provides that an ESOP shall not constitute part of the greater than 75% of 

outstanding shares owned by licensed design professionals.  Further, the single largest 
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shareholder of a DPSC must be either a licensed design professional, or an ESOP with 

greater than 75% of the plan’s voting trustees and greater than 75% of the plan’s 

committee members being licensed design professionals.  In filing the Certificate of 

Incorporation for these new entities, Section 2 (b-3) further requires that certificates 

issued by the appropriate licensing authorities be attached for all licensed shareholders 

and for the President, Chief Executive Officer and Chairperson.  A certificate issued by 

the appropriate licensing authority certifying that each licensed shareholder, officer 

and/or director is of good moral character also must be attached to the Certificate of 

Incorporation.   

 

The corporate names of all DPSCs must end with the phrase “Design Professional 

Corporation,” or the abbreviation “D.P.C.”  DPSCs must furnish a statement to the 

applicable licensing authority at least once every three years listing the name and 

residence address of each shareholder, director and officer.  The statement must certify 

that as of the date of certification and over the applicable three-year period all of the 

following conditions have been met: (i) greater than 75% of shareholders are licensed 

design professionals; (ii) greater than 75% of the officers are licensed design 

professionals; (iii) greater than 75% of the directors are licensed design professionals; 

(iv) the president, chief executive officer and chairperson are all licensed design 

professionals; and (v) the single largest shareholder is a licensed design professional or 

an ESOP with greater than 75% of the voting trustees and greater than 75% of committee 

members being licensed design professionals. 

 

This change in law is extremely significant as it provides New York design firms 

with flexibility to offer equity stakes to key unlicensed personnel, such as business 

development and marketing specialists, human resource managers, financial advisors, and 

computer and information technology specialists.  As virtually every other state allows 

design firms this capability to offer equity stakes to unlicensed individuals, this new 

legislation will enhance the competitiveness of New York firms both nationally and 

internationally.  Moreover, it provides New York design professionals with the valuable 

opportunity to team up with design professionals licensed elsewhere.  At the same time, 

the legislation strikes a critical balance with ensuring public safety by supermajority 

ownership and management requirements to ensure that professional considerations 

predominate the DPSC decision making process. 


