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 Understand what the corporate practice of 
medicine is;

 Understand why the corporate practice of 
medicine is banned in California; 

 Recognize some red flags physicians should 
look for that may indicate the corporate 
practice of medicine is involved; and
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 Understand some of the consequences for 
physicians aiding and abetting the corporate 
practice of medicine.
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California law prohibits any 
person from practicing 
medicine in this state without a 
valid certificate of licensure.

BPC section 2052
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Corporations and other artificial legal 
entities shall have no professional 
rights, privileges, or powers under 
the Medical Practice Act.  

BPC section 2400         
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Under BPC section 2052, any person who practices or 
attempts to practice any system or mode of treating 
the sick or afflicted in this state, or who diagnoses, 
treats, operates for, or prescribes for any ailment, 
blemish, deformity, disease, disfigurement, disorder, 
injury, or other physical or mental condition of any 
person must have a valid, unrevoked, or 
unsuspended certificate.
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A corporation or other entity 
practices medicine when it 
engages in any of the acts noted 
in BPC section 2052.
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 Protect California patients from unqualified 
persons or heads of entities making or 
influencing medical decisions.

 Reduce the chances of divided loyalties 
between physician and employer and 
physician and patient.
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 Minimize undue influence or interference 
with physician’s judgment and physician-
patient relationship.  

◦ Physicians should not be forced to choose 
between the dictates of the employer and 
the best interest of the patient.
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…[T]he presence of a corporate entity is 
incongruous in the workings of a 
professional regulatory licensing scheme 
which is based on personal qualification, 
responsibility and sanction…

65 Ops.Cal.Atty.Gen. 223, 225 (1982)
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In other words, the ban protects consumers so that 
those who make decisions which affect the provision 
of medical services:

1)  understand the medical implications of those 
decisions;

2)  have an ethical obligation to place the patient’s 
interests ahead of their own; and

3)  are subject to the enforcement powers of the 
Medical Board.
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A physician, NOT an entity, must :
 Determine what diagnostic tests are appropriate for a 

particular condition;

 Determine the need for referrals to, or consultation with 
another physician or specialist;

 Be responsible for the ultimate overall care of the 
patient, including treatment options available to patient; 
and

 Determine how many patients he or she sees in a given 
time period, and how many hours to work.
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 Entity owns and/or controls patient records;

 Entity determines what is or is not recorded 
in the records; 

 Entity determines the selection, hiring 
and/or firing of physicians, allied health 
staff, and medical assistants;
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 Entity sets parameters under which 
physician will enter into contractual 
relationships with third-party payers;

 Entity makes decisions on coding and 
billing procedures for patient care services;

 Entity decides what medical equipment and 
supplies to purchase for the medical 
practice.

EDU 4 - 14



EDU 4 - 15



EDU 4 - 16



EDU 4 - 17



 Even if a franchise arrangement has been 
approved by the Department of Business 
Oversight, that does not mean that a 
physician’s involvement is legal!

 Even if a corporation is registered with the 
Secretary of State, that does not mean that a 
physician’s involvement is legal!
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 Be alert that some management 
services agreements may say 
most of the right things on paper, 
but still leave clues as to who is in 
charge.
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 The papers may say all of the 
right things, but if a complaint is 
received regarding the corporate 
practice of medicine, the 
investigation will focus on how 
the practice is conducted.
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 Non-physicians owning or operating a business that offers 
patient evaluations, diagnosis, care and/or treatment;

 Physicians operating a medical practice as a LLC, LLP, or a 
general corporation;

 Management service organization arranging for, advertising, 
or providing medical services rather than only providing 
administrative staff and services for a physician’s medical 
practice (non-physician control despite physician ownership 
and operation); and

 Physician acting as medical director when the physician does 
not own the practice (e.g. Medi-spa owned by non-physician, 
offering medical services).
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 Injured and/or dissatisfied 
patients;

Advertisements that give clues 
that something is amiss;

Other state agencies; and
Competitors!
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 Know the traps!
◦ If the entity is going to “take care of everything,” 

that could be a sign of a problem!

 Know the resources!
◦ MBC Website
◦ Attorney General Opinions
◦ Statutes
◦ Case Law
◦ Disciplinary Decisions
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DO NOT rely on the entity’s 
attorney to determine whether 
the arrangement is legal!
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 Comply with Moscone-Knox Professional 
Corporation Act (Cal. Corp. Code section 13400 et 
seq.), and BPC 2408

 The make-up of a medical corporation is at least 
51% physician owned and no more than 49% of 
other professionals listed in Corp Code section 
13401.5, may be shareholders, officers, directors, 
or professional employees.

 Use of Fictitious Name in accordance with BPC 
sections 2285 and 2415.
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 Aiding and abetting the unlicensed 
practice of medicine can lead to civil 
and criminal penalties, and result in 
an administrative action for 
unprofessional conduct.

EDU 4 - 27



QUESTIONS???
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