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Part 1: Introduction and Overview

1 Introduction: Welcome to the Law of Business
Organizations!

A. Introduction: What We Study in This Book
1. Why Do We Have Business Entities?: Scale Economies, Other
People’s Money, and the Fundamental Problem of Business
Organization
2. The Development of American Business Organization Law
B. A Note on Statutes and Model Codes, and the Role of
Statutory Law in Business Organizations

Test Yourself

2 The Law of Business Organizations Generally,
the Choice-of-Entity Problem, and the Basic
Problems of the Business Counselor

A. The Choice-of-Entity Problem and the Client’s Basic Concerns
1. Limited Liability
2. Tax
3. Governance and Internal Conflict
4. Returns, Liquidity, and Exit
5. Capital Structure
6. Red Tape
B. A Beginner’s Guide to the Taxation of Entities
C. Introduction to the Forms of Business Entity
1. The Sole Proprietorship
2. The General Partnership
3. The Limited Partnership
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4. The Limited Liability Company
5. The Corporation

Test Yourself

Part 2: Agency

3

4

Introduction to Agency Law

A. Introducing Agency Law and Its Role in Business Organizations
1. History and Goals of Agency Law
2. Three Important Generalizations Running Throughout
Agency Law
B. Forming the Relationship
1. The Basic Test
2. Applying the Basic Test
A. Gay Jenson Farms Co. v. Cargill, Inc.
C. Specific Issues Surrounding Formation: Capacity, the
Varieties of Agency, and the Power of Attorney
1. Capacity
2. Co-agents, Sub-agents, and Co-principals
3. Employees and Non-Employee Agents
4. The Power of Attorney and the Need for a Writing Generally

Test Yourself

The Consequences of Agency

A. Management Powers: The Concept of “Authority” and the
Principal’s Liability for the Agent’s Contracts
1. Authority
2. Restatement Contract Rules
3. Examples in Application
Newberry v. Barth, Inc.
Essco Geometric v. Harvard Industries
B. The Principal’s Liability for the Agent’s Torts
1. Direct Liability
2. Respondeat Superior
Lourim v. Swensen
Jackson v. Righter
White v. Revco Discount Drug Centers, Inc.
C. Termination of Authority
1. Actual Authority
2. Appearances and the Problem of “Lingering” Authority
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Test Yourself

5 Further Topics in Agency

A. Ratification
1. Ratification of Unauthorized Contracts
Botticello v. Stefanovicz
2. Ratification of Torts
B. Notice and Notification
1. “Notice” Is Something You Have; “Notification”
Is Something You Get
2. Imputation of Notice and Notification
3. The Duty to Notify
4. The Effect of Ratification on Notice and Notification
C. Non-Fiduciary Rights and Remedies Between
Principal and Agent
1. Principal vs. Agent
2. Agent vs. Principal
D. Termination of the Agency Relationship
Town & Country House & Home Service, Inc. v. Newbery

Test Yourself

Part 3: The General Partnership, Other
Unincorporated Entities, and the Special
Problems of “Small” Business

6 Introduction to the General Partnership

A. Introduction: The History and Nature of the General
Partnership and the Reasons for Studying It
B. Formation
1. In General
Martin v. Peyton
2. Some Modern Applications
In re Marriage of Hassiepen
Stuck Like Glue: The Long Effort to Disentangle Sugarland
3. The Default Nature of Substantive Partnership Law
C. Purported Partners (Formerly Known as “Partners by
Estoppel”)
Young v. Jones
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7 Finance and the Sharing of Profits and Losses

A. The Basic Structure of Partnership Finances: Capital
Contributions, Profit Sharing, and Partnership Accounting
B. The Keeping of Partnership Accounts
1. How It Works
2. Drawing Accounts and Capital Calls
3. An Example in Application
G&S Investments v. Belman
C. The Special Problem of Loss Accounting for Services
Only Partners
1. The Majority Rule
Richert v. Handly
2. The Minority Rule
Kessler v. Antinora
D. A New “Harmonized” Rule for Capital Losses?
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Management and Control, and Their Legal
Consequences for the Firm and Its Partners

A. Governance
B. The Partner’s Power to Bind: Creating Liabilities
for One’s Colleagues
1. In General
2. The Liability of Incoming Partners
3. Examples in Application
National Biscuit Company, Inc. v. Stroud
Summers v. Dooley
C. Tort Liability and Procedural Issues Relating to Joint
and Several Liability
1. In General
Gearhart v. Angeloff
Heath v. Craighill, Rendleman, Ingle & Blythe, PA.
Roach v. Mead
2. The Exhaustion Rule and Procedural Aspects of Partners’
Shared Liability
D. Partners’ Property Rights and Relations with Partners’
Creditors
Atlantic Mobile Homes, Inc. v. LeFever
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A. Introduction 206
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Page v. Page 220
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E. Post-Break-up Arrangements and the “Continuing” Firm 229
1. Post-Dissolution Continuation in General 229
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10 The Limited Partnership 237
A. The History of the Limited Partnership and Its Two
Narrow Roles Under Modern Law 238
1. History 240
2. Current Significance 241
B. Tax Rationales for Current LP Applications 243
1. The Family LP 244
2. The Investment LP 244
C. Other Attributes 246
1. Formation, Governance, and the “Control Rule” 246
Holzman v. De Escamilla 250
2. Fiduciary Duty and “Derivative” Litigation 252
In re USACafes, LP Litigation 256
3. Securities Law 259
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