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PREFACE FOR THE FOURTH
EDITION

Unincorporated firms, and particularly the limited liability company, are becoming the
predominant form of business organization, at least as measured by the number of
companies being formed each year. This Fourth Edition of Unincorporated Business
Entities addresses this trend. By 2009 it is clearly time to stop thinking of this material as
a quickie add-on to what is essentially a “corporations” course. Unincorporated business
associations are a distinct and increasingly important area of modern business law
practice. Indeed, many lawyers are more likely to find themselves working with
unincorporated business entities than with corporations. Moreover, what most law
students learn in the basic business associations course about standardized publicly held
corporations, even with a two or three-week introduction to partnerships and LLCs, is
inadequate to help them deal with the vast array of contracting issues that arise in
unincorporated firms. This book gives this important area the detailed coverage it
deserves.

This edition carries on the goals of its predecessors: (1) to provide the basis for a
course that teaches the kind of business law the overwhelming majority of lawyers are
likely to practice; (2) to teach issues in current legal doctrine issues and not to be overly
concerned with historical and arcane rules; and (3) to teach the law in a business planning
context, demonstrating the interaction between default rules and the art of business
lawyering.

Although the book’s format remains largely the same as the previous edition, we have
particularly emphasized the latter goal. Chapter 1 introduces five stories that carry on in
realistic problems distributed throughout the materials on agency, partnership, limited
partnerships, LLCs, and LLPs: a fledgling start-up company, two enterprising
neighborhood gourmet shop entrepreneurs, young lawyers starting a new law firm, a
hedge fund, and two large corporations contemplating a joint venture. The many
problems focus on planning and drafting as well as legal doctrine. They also draw on
other areas of the law, including tax, bankruptcy, securities, and employment
discrimination. The problems highlight the lawyer’s role as counselor in the business
planning and dispute resolution process.

The “Chameleon Agreement” in the Appendix provides the basics of a partnership or
operating agreement. (It is a chameleon because it refers to the parties as “Memners,” i.e.,
either partners in a partnership or members in a limited liability company.) The
agreement is a skeleton of provisions normally found in a partnership or operating
agreement. You should refer to it as a starting point when considering the planning and
drafting problems, which are intended to add flesh to the skeleton.

The Appendix also contains the partnership, limited partnership, and limited liability
company statutes you will need for purposes of the book. We have tried to reduce the
cost burden by relieving you of the obligation to purchase a statutory supplement. This
approach also helps ensure that you see these statutes as an important and integral part of
the material.

We begin our coverage with an overview of agency in Chapter 2. We focus on the
basics of agency law in order to leave enough time in the course to deal with the many
modern problems facing lawyers who represent unincorporated businesses, their owners,
and others who deal with them. Chapters 3 through 9 deal with general partnerships. We

v
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provide extensive coverage of general partnerships not because they are necessarily the
predominant mode of unincorporated business association, but because much of the
learning from partnership law applies to the other business forms. We are able to propose
a Chameleon Agreement because the basic issues of capital contribution, financial rights,
management rights, withdrawal, and other matters that arise in partnership surface in
almost all unincorporated business associations. Moreover, in the case of limited
partnership, at least under the 1985 version of the Uniform Limited Partnership Act, the
law still links back to general partnership law.

The alternative forms of unincorporated business associations follow the discussion of
partnership. This Fourth Edition features significantly expanded treatment of limited
partnerships, limited liability companies and limited liability partnerships in Chapters 11-
13 to reflect the burgeoning law and practice regarding these business associations.
Instructors will want to save ample time for these chapters, as they now comprise almost
half the book. Larry Ribstein’s expectation in the Preface to the Third Edition that LLCs
would be a dominant business form has largely been borne out, and the expanded
coverage gives LLCs their due. As an indication of the extent of the coverage, Chapter 12
on LLCs contains seventeen problems that might face lawyers advising with their
business clients, as well as extensive notes on planning and drafting. Limited partnerships
also have increased in significance as sophisticated investment vehicles, and LLPs remain
important for professional practice. Coverage of these business entities has been updated
to reflect the most recent uniform laws — the 2001 Uniform Limited Partnership Act, and
the 2006 Revised Uniform Limited Liability Company Act.

It is inadvisable and almost impossible to teach a general business law course, and
particularly one with a planning emphasis, without reference to other areas of the law.
We discuss enough tax to indicate where some of the tax issues lie, but we leave most of
the discussion to our tax colleagues. We also highlight some of the other areas in which
unincorporated business association law intersects with other areas of the law,
particularly securities and employment discrimination.

This book is suitable for a variety of different course plans, depending on professors’
preferences and the other courses in the curriculum. The book is designed for an upper-
class three-semester-hour survey course. It can also be used for a two-semester-hour
course with selective coverage or for a comprehensive four-semester-hour-course with
detailed coverage of the problems. The authors have used the book in both three- and
four-semester hour courses.

This is a fast-moving area. We plan to track continuing developments through
Professor Ribstein’s weblog, www.ideoblog.org (see the Unincorporated Business
Entities archive), and to post PowerPoint slides, supplements, updates and other
documents on Professor Ribstein’s website, www.ribstein.org. In addition to those who
helped Professor Ribstein with previous editions of this book, we would like to thank the
students who bore with the preparation of this edition at the University of Illinois College
of Law, Suffolk University Law School, and New York University School of Law.

Larry Ribstein and Jeff Lipshaw
April 1, 2009

PREFACE FOR THE FOURTH EDITION
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