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Psychologists are faced with many 
considerations when establishing 
a private practice. Two of the pri-

mary considerations that psychologists 
face when proceeding to organize their 
private practice are a) what business 
structure to utilize for their private prac-
tice, and b) what are the state guidelines 
and requirements for their private prac-
tice. Administrative costs, legal costs, 
legal requirements and liability factors, 
management costs, as well as the tax 
consequences of the various business 
structures must be considered. This arti-
cle will build upon previous articles and 
notes addressing this topic and concisely 
summarize the benefits and detriments 
of the various business structure options 
in an effort to help guide psychologists 
who are establishing a private practice.

Several business structures are avail-
able to professional psychologists who 
are establishing a private practice. These 
include, but are not limited to: sole 
proprietorships, limited partnerships, 
general partnerships, registered limited 
liability partnerships, limited liability 
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companies, and corporations. The 
decision as to which business structure 
to choose should come after a careful 
review and analysis of the business and 
tax characteristics of each, keeping in 
mind what will best work for the spe-
cific psychologist(s) practice needs and 
their unique attributes. 

The most common business struc-
ture, as well as the simplest business 
structure from both a tax and non-tax 
perspective, is the sole proprietorship. 
Sole proprietorships are defined by 
the fact that one individual (the sole 
proprietor) is the only owner, operator, 

Considerations  
for Psychologists 
Establishing a  
Private Practice



*  Insurance provided by ACE American Insurance Company, Philadelphia, PA and in some jurisdictions, other insurance companies within the ACE Group. The product information 
above is a summary only. The insurance policy actually issued contains the terms and conditions of the contract. All products may not be available in all states. Surplus lines 
insurance sold only through licensed surplus lines producers. Administered by Trust Risk Management Services, Inc. Policy issuance is subject to underwriting.

 ACE USA is the U.S.-based retail operating division of the ACE Group, a global leader in insurance and reinsurance, serving a diverse group of clients. Headed by ACE Limited 
(NYSE: ACE), a component of the S&P 500 stock index, the ACE Group conducts its business on a worldwide basis with operating subsidiaries in more than 50 countries. 
Additional information can be found at www.acegroup.com/us.

Protecting You and 
Your Practice is Ours

Psychology is Your Business

Trust Sponsored Professional Liability Insurance 

It’s there for you when you need it the most. Take The Trust’s 
Advocate 800 Risk Management Consultation Service: When 
you’re faced with a risk management issue… whether you have a 
question or you’re in the middle of a crisis, a confidential call to The 
Advocate can help you avoid potential problems before they begin.

The Trust’s Advocates are licensed psychologists with extensive 
legal, ethical, and risk management experience. With more 
than 48,000 consultations under their belts, they are uniquely 
positioned to help you find the answers you need.

Association membership is no longer required to apply for  
Trust Sponsored Professional Liability Insurance

Learn more about The Trust’s 
Advocate Service, check rates, 
and apply for coverage at apait.org 
or call us at 1-877-637-9700.

w w w. a p a i t . o r g

Endorsed by the Pennsylvania 
Psychological Association



3

w
w

w
.P

aP
sy

.o
rg

Does it pay for 
psychologists to 
be ethical? In the 
business world, 
for example,  
ethics is some-
times promoted 
as a way to 
increase profits. 
Some corpora-

tions have initiated “ethics initiatives” 
to reduce employee theft or miscon-
duct, promote good will among their 
customers, or to improve their reputa-
tion or “brand name” among the public 
(Paine, 2003).2

On the surface it appears that it 
pays for psychologists to be ethical. 
Ethical psychologists strive to develop 
their professional skills, treat their 
patients courteously, and act respon-
sibly toward all of their professional 
contacts. Such behaviors, even though 
inherently ethical, would also generate 
good will and respect among patients 
and the community at large, resulting 
in more referrals. Also, ethical psychol-
ogists have less to worry about con-
cerning licensing board complaints or 
malpractice suits, which can be taxing 
or devastating both emotionally and 
financially. In that sense, being ethical 
is a prudent strategy, somewhat akin to 
flossing one’s teeth or purchasing life 
insurance. 

However, does it always pay 
to be ethical? One psychologist in 
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independent practice was asked by a 
wealthy self-pay patient to sign a form 
stating that she needs to take her com-
panion dog with her on flights because 
of extreme anxiety while flying. The 
psychologist could not justify this 
request clinically and refused to sign 
the form. The patient dropped out of 
treatment and maligned the psycholo-
gist to her friends. The psychologist 
believed that her decision had cost her 
several self-pay referrals. Nevertheless, 
the psychologist believed that honesty 
in this situation trumped any possible 
personal gain. 

Another psychologist had a very 
pleasant self-pay patient with extreme 
dependency needs. The psycholo-
gist continually pushed the patient 
to be more independent and quickly 
addressed any apparent dependency 
needs that arose in therapy. Yet the 
psychologist knew that she could 
have been less conscientious about 
promoting the patient’s sense of self-
direction and independence and have 
kept this patient in therapy for many 
years. However the psychologist could 
not have, in good conscience, done 
anything that would have thwarted the 
growth of her patient. 

Finally, another psychologist 
worked several hours a week at a 

low-paying clinic for abused women 
because she believed she had a respon-
sibility to share her skills with those 
who cannot otherwise afford quality 
services. She estimated that she could 
have earned $6,000 more a year if she 
had seen more patients in her indepen-
dent practice instead of working at the 
shelter.3 Nonetheless, the psychologist 
believed that living up to her ideals of 
serving the public was of paramount 
importance on how she lived her life. 

So being ethical does not always 
pay, at least in dollars. But it does pay 
in terms of the self-respect and pride 
that comes with living according to 
one’s convictions. “Ethical commit-
ments have standing in their own right” 
(Paine, 2003, p. 141). Psychologists 
entered into this field to promote the 
well-being of others by adhering to the 
overarching ethical principles. They 
do not view ethics as a means to make 
more money; they view making money 
as a way to support themselves while 
practicing in an ethical profession. 
According to Dr. Bruce Mapes, “know-
ing that I helped some people get 
through a crisis or improve the quality 
of their lives is often more rewarding 
than any financial gain.”

Ethics may not necessarily pay, but 
it always matters. 

Reference
Paine, L. S. (2003). Value Shift. New York: 

McGraw-Hill.

1Appreciation goes to members of the PPA 
Ethics Committee who commented on an 
earlier version of this article.
2Recently, some corporations, who once con-
sidered themselves amoral money-making 
enterprises, have committed themselves to 
multiple “bottom lines” and have incorpo-
rated values and social responsibility into 
their mission statements (Paine, 2003).

3This example illustrates one problem in 
identifying altruism. Although this psy-
chologist was acting out of altruism, she 
can never tell when an apparently selfless 
act results in an unexpected or unantici-
pated benefit. For example, some members 
of the community, if they learned of her 
actions, may view her as a trustworthy 
person and become more likely to refer 
patients to her as a consequence. 

Does It Pay to Be Ethical?
Samuel Knapp, EdD, ABPP, Director of Professional Affairs1

Ethical psychologists strive 
to develop their professional 
skills, treat their patients 
courteously, and act respon-
sibly toward all of their  
professional contacts. 
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Individuals rarely, if ever, enter psychotherapy with the 
explicit goals of understanding the origins of their morality 
or their moral reasoning skills, or matching their expressed 

moral ideals with their everyday behavior. Nonetheless, clients 
and psychologists always bring their moral values into the 
psychotherapy session. Although morality and moral values 
may not be an overt part of the therapeutic dialogue, many 
psychotherapy sessions are rife with moral issues, value-laden 
comments, ethical conflicts, and moral reasoning. 

If morality is seldom overtly addressed in psychotherapy, 
what makes morality so important to the practicing psycholo-
gist? One reason for this lack of emphasis stems from the idea 
that morality simply refers to “immoral,” “bad,” or other inap-
propriate forms of behavior, without considering the breadth 
and depth of morality within the psychotherapeutic relation-
ship. This emphasis on the harmful aspects of morality paral-
lels the level of negativity and anxiety related to the word  
“ethics” in psychotherapy. From our perspective, psycho-
therapy is a moral enterprise, meaning that moral values run 
through the average, everyday interactions and discussions 
within the psychotherapy session.  

This article is the first in a four-part series highlighting 
moral issues as a component of psychotherapy. While these 
articles are not calling for a novel or radical means of conduct-
ing psychotherapy, we hope that psychologists providing psy-
chotherapy will have a more refined lens to view what happens 
between them and their patients. This article will focus on 
some general issues related to morality and psychotherapy.

Psychologists as Moral Agents With Moral 
Responsibilities
The Pennsylvania Professional Psychologists Practice Act (Act 52) 
requires applicant psychologists to submit proof that they are 
“of acceptable moral character.” Although Act 52 does not 
define “acceptable moral character,” the general interpretation 
is the applicant demonstrates the basic capacity to understand 
right from wrong in order to practice psychology competently. 

Although the State Board of Psychology may be able to 
screen out applicants with serious character flaws, the opti-
mal practice of psychology requires careful consideration 
of moral issues. It is easy for practicing psychologists, with 
busy lives and demanding practices, to forget the amount 
of moral responsibility they have when treating a patient 

Morality in Psychotherapy 
John D. Gavazzi, PsyD, ABPP, and Samuel Knapp, EdD, ABPP

in psychotherapy. Psychotherapy is founded on a fiduciary 
moral and ethical framework between the psychologist (who 
is learned, skilled, and experienced in emotional suffering) 
and the patient (who ordinarily knows little or nothing about 
psychological distress and treatment). Based on this power 
imbalance, a psychologist’s moral beliefs can influence the 
course of psychotherapy as well as the trajectory of a patient’s 
life. Therefore, psychologists have an obligation to be aware 
of their moral values so that these do not unnecessarily inter-
fere with a patient’s autonomy. Along with respect for patient 
autonomy, moral values in psychotherapy can be found 
broadly in the ethical principles of beneficence, nonmalefi-
cence, fidelity, and justice.

Psychotherapy as a Moral Enterprise
At its most basic level, psychotherapy can be considered 
a moral activity because it alleviates human suffering and 
promotes human welfare. However, the moral dynamics in 
psychotherapy move beyond the psychologist engaging in 
immoral or irresponsible behavior with patients. Because 
of the power imbalance inherent in the psychotherapy rela-
tionship, psychologists remain responsible to evaluate their 

Dr. Samuel KnappDr. John D. GavazzI

Although the State Board of Psychology 
may be able to screen out applicants with 
serious character flaws, the optimal practice 
of psychology requires careful consideration 
of moral issues.

Continued on page 5
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moral belief systems and to refrain from imposing these moral values onto 
the patient’s thoughts, beliefs, struggles, and conflicts (except in very limited 
circumstances such as when the life or safety of a third party is at risk). In 
other words, it is important for psychologists to help patients work through 
their motivated moral reasoning or struggle with moral dilemmas rather than 
unwittingly foisting their “expert” value-laden opinion onto the patient’s life.

Within the psychotherapy session, patients may ask their treating psy-
chologists directly what they should do with a moral quandary. When this 
situation arises in psychotherapy, the treating psychologist needs to avoid 
any type of moral persuasion and to refrain from giving a simple response to 
complex moral dilemmas. A treating psychologist, who gives the solution to a 
moral impasse, may decrease the tension in the room and temporarily reduce 
the patient’s suffering. Nonetheless, by acting as the patient’s moral com-
pass, the psychologist may also, unwittingly, foster dependence and hamper 
the patient’s sense of autonomy, independence, and moral responsibility for 
that decision and may potentially take valuable moral agency away from the 
patient.

When individuals make the commitment to become a psychologist, they 
agree to engage in moral behavior for the benefit of the patient. Moreover, 
morality in psychotherapy requires psychologists to understand their moral 
belief systems and recognize that the process of psychotherapy may help 
patients work through moral predicaments rather than having the psycholo-
gists assume that role for their patients.

In this article, we argued that psychologists operate within a moral world 
when conducting psychotherapy. The theme of morality is not always obvious 
in the therapeutic relationship. In order to be effective in psychotherapy, psy-
chologists should not only be free of serious character flaws (have an “accept-
able moral character”), they also need to know their moral belief systems and 
permit their patients to work through moral challenges. In future articles, we 
will address more specific areas of morality in psychotherapy. 

The Honorable William J. Coyne, 
who served in the U. S. Congress 
from 1980 to 2002, died on Novem-
ber 3, 2013. He was 77 years old.  
Mr. Coyne was the prime sponsor of 
legislation that allowed psychologists 
to be recognized for psychotherapy 
services under Medicare. Those 
psychologists who had contact with 
Representative Coyne during his ten-
ure in Congress appreciated his open 
manner and his continual focus on 
the public welfare. 

IN MEMORIAM

For all Home Study CE Courses above 
contact: Katie Boyer (717) 232-3817, 
secretary@PaPsy.org.

also available at www.PaPsy.org 

Home Study  
CE Courses

Excess Weight and Weight Loss
3 CE Credits

Ethical Practice Is Multicultural 
Practice* 
3 CE Credits

Introduction to Ethical Decision 
Making*
3 CE Credits

Staying Focused in the Age of 
Distraction: How Mindfulness, Prayer 
and Meditation Can Help You Pay 
Attention to What Really Matters
5 CE Credits

Competence, Advertising, Informed 
Consent and Other Professional Issues*
3 CE Credits

Ethics and Professional Growth*
3 CE Credits

Confidentiality, Record Keeping, 
Subpoenas, Mandated Reporting  
and Life Endangering Patients*
3 CE Credits

Foundations of Ethical Practice*
6 CE Credits

Ethics and Boundaries*
3 CE Credits

Readings in Multiculturalism
4 CE Credits

Pennsylvania’s Psychology Licensing 
Law, Regulations and Ethics*
6 CE Credits

*This program qualifies for three contact 
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Should psychologists love their patients? Often the psy-
chotherapeutic relationship engenders intense emotions. 
Some patients with good interpersonal skills and character 

are easy to like (others are easy to hate). But Fromm’s definition 
of love (“the active concern for the life and growth of that which 
we love,” 1963, p. 22) did not necessarily require an emotion. 
Consequently, it should be possible to act in a loving manner 
toward a patient even in the absence of strong positive feelings, 
(although it is easier to be motivated to help those whom we 
like). 

The active concern for the well-being of patients requires the 
willingness and ability to create a therapeutic environment and 
to implement the techniques necessary to help patients. Some 
of the conditions necessary for a productive relationship, such 
as an empathic understanding of the patient, may also occur in 
more intimate relationships (Norcross & Wampold, 2011). But 
within psychotherapy, these feelings need to be checked and 
monitored. 

According to the relational model of Alan Fiske, people have 
four basic cognitive models for social relationships: communal 
sharing (such as in family relationships); authority ranking (such 
as in employer/employee relationships); equality matching 
(involving mutual exchanges, such as carpooling); and market 
pricing (such as in the seller/consumer relationship; Fiske & 
Haslam, 1996). However, what is moral depends on the context 
of the relationship (Rai & Fiske, 2011). The extent of our obliga-
tions to others varies according to the nature of the relationship. 
Of course, we have an obligation to love (promote the growth 
and well-being of) those with whom we have an intimate rela-
tionship and this is typically accomplished by unconditional 
sharing of resources, promises of life-long commitment, and 
direct expressions of affection. However, our obligations to 
those with whom we have a marketing relationship are much 
different. Although we have an obligation to refrain from harm-
ing them and to be fair and honest in our relationships with 
them, our obligations to them are far more limited than our 
obligations engendered by communal sharing relationships. 

Often real-world relationships combine elements of the 
four models proposed by Fiske. Psychotherapy is one such 
hybrid relationship that combines communal sharing (in that 
personal details are revealed and empathy expressed); author-
ity ranking (in that the psychologist has more information 
and resources than the typical patient); and marketing (in that 
money is exchanged for services). 

Problems occur when psychotherapists (or patients) fail to 
appreciate the appropriate mix of these relationship models. 
For example, as therapy is ending a patient may request that 
she and the psychologist initiate a social engagement. This may 
represent a belief on the part of the patient that the intimate 
sharing of personal details, as found in communal sharing rela-
tionships, means that this relationship is predominately a com-
munal sharing one. Or, a psychologist may feel an impulse to 
give money to a patient who is struggling financially. Although 
such “gifts” would be expected among people within a commu-
nal sharing relationship, giving money to a patient represents 
a failure to appreciate the limits to communal sharing found in 
the psychotherapy relationship. That is to say, the determina-
tion of whether certain behaviors or traits are helpful “depends 
on the context in which they operate” (McNulty & Fincham, 
2012, pp. 107-108). So what constitutes an appropriate expres-
sion of love in a familial relationship might not be an appropri-
ate expression in another type of relationship. 

References
Fiske, A. P., & Haslam, N. (1996). Social cognition is thinking about relation-

ships. Current Directions in Psychological Science, 5, 143–148.
Fromm, E. (1963). The Art of Loving. New York: Penguin. 
McNulty, J. K., & Fincham, F. D. (2012). Beyond positive psychology? 

Toward a contextual view of psychological processes and well-being. 
American Psychologist, 57, 101–110. 

Norcross, J., & Wampold, B. (2011). Evidence-based therapy relationships: 
Research conclusions and clinical practices, Psychotherapy, 48, 98–102. 

Rai, T. S., & Fiske, A. P. (2011). Moral psychology is relationship regula-
tion: Moral motives for unity, hierarchy, equality, and proportionality. 
Psychological Review, 118, 57–75. 

Should Psychologists Love Their Patients? 
Samuel Knapp, EdD, ABPP, Director of Professional Affairs1
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What to Do When Psychologists 
Do Not Leave Instructions Concerning 

the Disposition of Their Records
Samuel Knapp, EdD, ABPP, Director of Professional Affairs1

It is important for psychologists 
to have a professional will which, 
among other things, designates 

the procedures for disposing of their 
records. In fact the APA Ethics Code 
(American Psychological Association, 
2010) requires psychologists to

make plans in advance to facilitate 
the appropriate transfer and to pro-
tect the confidentiality of records 
and data in the event of psycholo-
gists’ withdrawal from positions or 
practice (Standard 6.02). 

To help psychologists fulfill this obli-
gation, PPA has an excellent article 
written by Drs. Mary O’Leary Wiley 
and Catherine Spayd on professional 
wills on the “members-only” section 
of its website.2 Unfortunately, at times 
psychologists have died without giving 
instructions and the executors have 
been forced to manage or dispose of 
these records.

Several times every year, staff at the 
PPA office will advise family members 
who have to make decisions about the 
disposition of records for their loved 
ones in the absence of specific instruc-
tions. Our experience dealing with 
these family members gives visceral 
evidence of the importance of having 

a professional will. Not only do the 
family members have to deal with their 
personal grief and the funeral arrange-
ments, they also have to deal with 
pragmatic issues of dismantling the 
psychology practice. This is especially 
difficult if the family members are not 
health care professionals or have had 
no involvement in the management of 
their loved one’s practice. 

We urge family members to follow 
legal guidelines when disposing of old 
records, such as through shredding. 
The State Board of Psychology requires 
that records have to be kept for five 
years, although many insurance con-
tracts require keeping them longer. The 
standards for record retention do not 
change after a psychologist has died. 
Sometimes family members can simply 
purchase a shredder and destroy the 
documents themselves. If the number 
of records is large, then they can con-
tact a company that will come out and 
shred medical records for a fee. 

Ideally the deceased psychologists 
will have a file or system that identifies 
the date of patient termination for their 
files. In the absence of such a system, 
the executor or someone delegated by 
the executor will have to go through 
the files and identify the last date of 
contact. 

When psychologists in solo prac-
tice die unexpectedly, their executors 
have to handle other practical matters 
such as deciding how to handle current 
cases. Fortunately, in many cases col-
leagues or local psychological associa-
tions have responded appropriately to 
manage the records or facilitate the 

1Appreciation goes to members of the PPA 
Ethics Committee who commented on an 
earlier version of this article.
2To get to the members only section, members 
should enter the username (which is their 
member number found on the mailing label 
of the Pennsylvania Psychologist) and the 
password (their last name with the first let-
ter capitalized). When in the members-only 
section, go to “publications,” then “business 
and practice issues,” then to “retirement,” and 
“closing your practice.”

referral of existing patients. If the psy-
chologist worked in a group practice, 
the surviving co-owners of the practice 
can handle the disposition of records 
and the referral of current patients. 
Executors also have to wind down 
the practices, finish the billing, end 
contracts, sell furniture, give referrals 

for active patients and inform refer-
ral sources, insurance companies, and 
other interested parties of the death. 
Depending on the circumstances, we 
have sometimes recommended that 
the survivors place an announcement 
in a local newspaper stating that the 
psychologist has died, who has cus-
tody of the records, and what patients 
should do if they want a copy of their 
records sent to another provider.

Unfortunately, we are aware of 
situations where family members have 
not handled the confidentiality of the 
records appropriately. For example, one 
family member took the confidential 
files of his late wife directly to a gar-
bage dump. A sanitation worker saw 

Continued on page 8

Not only do the family mem-
bers have to deal with their 
personal grief and the funeral 
arrangements, they also have 
to deal with pragmatic issues 
of dismantling the psychology 
practice.
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YOU ARE STARTING YOUR OWN  
PRIVATE PRACTICE!

Continued from page 1

and decision maker with respect to the 
business. Likewise, the sole proprietor 
is completely autonomous and can act 
without any constraint as to how he or 
she manages the business (within the 
confines of the law and psychological 
practice rules and regulations). One 
of the benefits of a sole proprietorship 
is the fact that there are no organiz-
ing documents required to establish 
it and no additional tax forms beyond 
the Schedule C required for filing a tax 
return. Another benefit is that the sole 
proprietor reaps all the benefits of a 
profitable business and can expand or 
contract as he or she sees fit without 
any restrictions. However, one of the 
detriments of a sole proprietorship is 
that the sole proprietor is liable for all 
of the debts and liabilities of the pro-
prietorship. It is a self-contained entity, 
self-employment venture with the tax 
liabilities flowing directly to the sole 
proprietor as well. Accordingly, although 
the sole proprietorship has the least 
administrative costs, legal require-
ments, and management costs, it has 
increased liability considerations and tax 
considerations.  

In the event that the attributes of 
a sole proprietorship do not appeal to 
the psychologist or if multiple psycho-
logical professionals choose to practice 
together, a different business structure 
must be considered. The first business 
structure that is often considered in 
this situation is that of a partnership. 

A partnership is somewhat more com-
plicated to manage than a sole propri-
etorship but is less complicated than a 
limited liability company or a corpora-
tion. There are three different types of 
partnerships: general partnerships, lim-
ited partnerships, and registered limited 
liability partnerships. 

In all three situations, it is always 
advisable to have a partnership agree-
ment in writing for the benefit and pro-
tection of the partners and this govern-
ing document is an added benefit to the 
partnership structure. 

A general partnership has the least 
administrative and management costs 
of the three. It is created simply by the 
intent of the partners and there are no 
formal filing requirements at the state 
or federal level. All partners have equal 
rights in the management and conduct 
of the business unless the partnership 
agreement states otherwise. However, 
the liabilities incurred by the partner-
ship and by each of the partners flow 
directly to the individuals/partners and 
not to the partnership as a separate 
entity. As such, each partner is joint and 
severally liable for claims against the 
partnership and each owes a fiduciary 
duty to the other. Additionally, the 
partnership itself is not taxed, rather the 
income, gains, losses, deductibles, and 
credits are passed out to the partners 
equally unless otherwise provided in the 
partnership agreement. 

A limited partnership is initially 
formed by filing a Certificate of Limited 
Partnership with the Department of 

them, identified them as confidential 
health care information, informed 
his supervisor, and eventually the 
local district attorney was notified 
and was prepared to press charges 
against the estate of the late psy-
chologist. The grief-driven husband 
thought he was honoring the wishes 
of his late wife (he remembered her 
saying things such as “make sure no 
one gets these records”), although 
he was given no more detail on 
how to dispose of records properly. 
Fortunately, in this case the district 
attorney, upon learning all of the 
facts, decided not to prosecute. 

The sudden death of a psycholo-
gist can be overwhelming for the 
survivors. In addition to managing 
their grief, family members also have 
to deal with practical issues such 
as record retention and destruc-
tion. Many of these problems can 
be avoided if psychologists carefully 
plan for the dissolution of their prac-
tices in the event of a sudden death 
or disability. 

Reference
American Psychological Association. (2010). 

Ethical Principles of Psychologists and 
Code of Conduct (2002, Amended June 
1, 2010). Retrieved from http:ww.apa.
org/ethics/code/index.aspx.
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Credit Card Account • Disability Insurance 
• Long-term Care Insurance • IC System 
Collection Agency • Home Study Courses • 
PPA Publications 

www.PaPsy.org

WHAT TO DO WHEN PSY-
CHOLOGISTS DO NOT LEAVE 
INSTRUCTIONS...

Continued from page 7

Continued on page 9

www.PaPsy.org
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State. In a limited partnership, there 
are two types of partners: general 
partners and limited partners. This 
disparity in partnership interests can 
serve as a benefit if differing roles are 
needed. General partners have virtu-
ally complete authority to manage the 
partnership, whereas limited partners 
have almost no control with respect 
to management. However, one of the 
detriments is that if limited partners 
participate in management activities 
beyond those which are allowed by 
state law, they risk losing their status of 
being limited partners and, although 
general partners have unlimited liabil-
ity for debts and obligations of the lim-
ited partnership, the limited partners’ 
liability is restricted to their capital 
investment. All limited partnerships are 
required to have at least one general 
partner who is personally liable for the 
claims against the partnership. Addi-
tionally, the partnership itself is not 
taxed, rather the income, gains, losses, 
deductibles, and credits are passed 
out to the partners equally unless 
otherwise provided in the partnership 
agreement. 

The last type of partnership is the 
registered limited liability partner-
ship (RLLP). An RLLP is formed when 
a general or limited partnership files 
a Statement of Registration with the 
Department of State. RLLPs allow 
general partners to protect themselves 
from personal liability for the miscon-
duct or negligent acts committed by 
their partners or acts of those whom 
an acting partner is directly supervis-
ing. This provides the added benefit of 
protecting their personal assets from 
claims involving the wrongful acts of 
another partner. However, an added 
detriment is that in an RLLP a partner 
remains liable for (1) debts of the part-
nership not arising from the negligence 
or misconduct; (2) debts and obliga-
tions arising from the negligence or 
misconduct of the partner or a person 
under such partner’s direct supervision 

or control; (3) debts for which the part-
ner has agreed in writing to be person-
ally liable; and (4) situations where the 
RLLP has not maintained the liability 
insurance required by the act. Another 
added detriment is increased admin-
istrative costs, including that in order 
to maintain its status as an RLLP, the 
RLLP must maintain liability insurance 
or other sufficient security which pro-
vides coverage for the negligent acts or 
misconduct of the partners or agents of 
the RLLP. This liability insurance must 
be in the minimum coverage amount 
of $100,000 multiplied by the number 
of general partners in excess of one, 
but in no event less than $100,000 or 
more than $1,000,000. 

Professionals may practice as part-
ners in an RLLP. However, all of the 
partners in a partnership that renders 
professional services must be licensed. 
An RLLP which renders professional 
services shall continue to be subject 

to regulation by the applicable govern-
ment agency. An RLLP should continue 
to be taxed as a partnership on both the 
federal and the state levels even after it 
has registered as an RLLP. In addition, 
note that an RLLP has the increased 
administrative costs of filing an annual 
registration statement with the Depart-
ment of State and paying an annual reg-
istration fee equal to $200 multiplied by 
the number of persons who are general 
partners at the end of such year and who 
reside or are organized and existing in 
Pennsylvania.

Lastly, establishing professionals 
should consider the limited liability 
company (LLC) when making their 
entity decision. A limited liability com-
pany is a hybrid between a partnership 
and a corporation providing both the 
liability protections of a corporation 
and the tax benefits of a partnership. 
Accordingly, one of the primary benefits 
is that the owners of an LLC, known as 
members, are treated like sharehold-
ers of a corporation for purposes of 
determining liability, yet with differing 
rules with respect to the flow through 
of tax income and losses. However, in 
the event a psychologist(s) chooses to 
establish an LLC, it is important to note 
that the individual malpractice liabil-
ity requirement of the professional(s) 
remains. 

Continued on page 10

General partners have  
virtually complete authority 
to manage the partnership, 
whereas limited partners 
have almost no control with 
respect to management.

YOU ARE STARTING YOUR OWN  
PRIVATE PRACTICE!

Continued from page 8
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A limited liability company is formed by filing a Certificate 
of Organization and a Docketing Statement with the Depart-
ment of State. There are additional increased operating costs 
inasmuch as the structure of an LLC must be set forth in a 
written Operating Agreement, which is akin to a governing 
document which includes portions of corporate bylaws and 
portions of a Shareholder Agreement which addresses items 
such as management of the LLC, restrictions on the transfer 
of membership interests, and provisions for withdrawal. The 
Operating Agreement should also be carefully drafted to 
ensure that the LLC qualifies for taxation as a partnership for 
federal income tax purposes. 

The most complex business entities are S-corporations and 
C-corporations. Unlike the standard C-corporation, an S-cor-
poration is a corporation that has made an election under sub-
chapter S of the Internal Revenue Code that allows for special 
tax treatment and is subject to many specific requirements 
and contains many features of the partnership except that 
most liability for the conduct of the practice now flows to the 
corporation rather than to the individuals within the corpora-
tion, yet the shareholders are not subject to double taxation. 

In establishing a private practice, an additional administra-
tive requirement is that the name of a professional corporation 
must be approved by the State Board of Psychology prior to 
its use and the name cannot contravene the ethical principles 
set out in § 41.61 (relating to Code of Ethics) and cannot be 
false, misleading, or deceptive. When using names which limit 
the practice to a particular area of psychology (such as clinical 
psychology), the filer is now required to submit documentation 
of training sufficient to establish the credentials in that area.

Lastly, psychology falls into the category of restricted 
professional services; therefore, psychologists forming a 
Restricted Professional Company (RPC), an LLC that pro-
vides professional services through its licensed professional 

YOU ARE STARTING YOUR OWN PRIVATE PRACTICE!

Continued from page 9

The listserv provides an 
online forum for immediate 
consultation with hundreds 
of your peers. Sign up for 
FREE by contacting: 

          iva@PaPsy.org

Join PPA’s   
        Listserv!

members, must elect RPC status in its Certificate of Organiza-
tion. Additionally, a Restricted Professional Company cannot 
engage in any business other than conducting the practice of 
the restricted professional service or services for which it was 
specifically organized, except that a restricted professional 
company may (1) own real and personal property under cer-
tain conditions, and/or (2) be a partner, shareholder, member, 
or other owner of a partnership, corporation, limited liability 
company, or other association engaged in the business of ren-
dering the restricted professional service or services for which 
the restricted professional company was organized. Lastly, 
all of the ultimate beneficial owners of membership interests 
in and all of the managers, if any, of a restricted professional 
company must be licensed persons. 

Please Note: This article was written to provide a basic under-
standing of the various options for business entity choice for 
psychologists and not as specific legal advice. For more infor-
mation about the specifics of establishing a business entity and 
for specific legal advice as to establishing a specific business 
entity, psychologists are advised to consult with an attorney. 

mailto:iva%40PaPsy.org?subject=
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AVAILABLE PSYCHOTHERAPY OFFICE: BALA 
CYNWYD, PA — Very nice psychotherapy office space 
available for full- or part-time sublet in newly renovated 
light-filled suite with other psychotherapists. Internet access, 
attractive building with good security, many amenities, free 
parking, location convenient to public transportation. Con-
tact Linda Guerra PhD at 215-545-7009 or email: guerra@
netmcs.com.

PROFESSIONAL OFFICE SPACE AVAILABLE, 
HARRISBURG, PA AREA — Successful counseling/psy-
chotherapy practice on the West Shore (Camp Hill area) 
seeking Licensed Practitioner (Ph.D., Psy.D., LCSW, LPC) to 
share office space. Full secretarial/reception/billing services 
included. Please call 717-737-7332.

OFFICE SPACE AVAILABLE: BALA CYNWYD — 
Attractive, furnished, window office, includes Wi-Fi, fax/
copier, café, free parking, flexible hours week days and week-
ends. Perfect for therapy and evaluations. 610-664-3442. 

OFFICE SPACE

Classifieds For CE programs sponsored by one of the Regional 
Psychological Associations in 
Pennsylvania, visit www.PaPsy.
org/index.php/collaboration-
communication/.

Registration materials and further 
conference information will be mailed to all 
members.

If you have additional questions, please contact 
Marti Evans at the PPA office.

The following programs are being offered either 
through co-sponsorship or solely by PPA. 

Podcast
A Conversation on Positive Ethics with 
Dr. Sam Knapp and Dr. John Gavazzi 
Contact: ppa@PaPsy.org

April 11, 2014
Spring Continuing Education and 
Ethics Conference
Lancaster, PA
Marti Evans (717) 232-3817

June 18–21, 2014
Annual Convention
Harrisburg, PA
Marti Evans (717) 232-3817

2014 CE Calendar 

EXTEND YOUR PRACTICE with Floortime™ and 
DIR® training. Learn a model and skill set to enhance 
your work with children and parents. Especially effec-
tive for children and adults with autism, developmental 
delays, or medical histories leading to behavioral chal-
lenges. Charlotte M. Collier, Ph.D. is a nationally certi-
fied trainer. Consultation also available. 215-208-4347. 
cmcollierphd@verizon.net. 

OTHER

www.PaPsy.org/index.php/collaboration-communication/
www.PaPsy.org/index.php/collaboration-communication/
www.PaPsy.org/index.php/collaboration-communication/
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