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California Supplement 
 
Alter Ego Doctrine in California Applied to LLCs and 
LPs 

  
 

I. QUESTION PRESENTED 
 
 Whether the alter ego doctrine was codified in CA as to LLC’s, and whether that statute no 
longer exists.  If it does not exist, what is the test?  Same thing for LP’s.  
 
II. SHORT ANSWER 

 
The alter ego doctrine is not codified in California, but is rather a common law test that can 

be applied to both LLCs and LPs, however the test is somewhat different for each of them, and 
from the general test, because of certain statutory limitations relating to LLCs and LPs.  In other 
words, the test for alter ego liability in all three circumstances is still determined by the common 
law, described below, but is applied differently to LLCs and LPs. 

 
The common law test for applying the alter ego doctrine considers two elements: (1) that 

there be such unity of interest and ownership that the separate personalities of the corporation and 
the individual no longer exist and (2) that, if the acts are treated as those of the corporation alone, 
an inequitable result will follow.  The first element weighs nine traditional common law factors 
(although they are non-exhaustive, and the test is more qualitative than quantitative).  The second 
element depends on the totality of circumstances of the case, and whether an inequitable result 
would follow if the doctrine were not applied, rather than any particular factors. 

 
For LLCs, two of the common law factors that are part of the first element cannot be 

considered as part of the alter ego test, per statute.  For LPs, on the other hand, all of the common 
law factors can be considered, but per statute an additional element must also be satisfied, which 
is demonstrating that the limited partner on whom personal liability is to be imposed participated 
in the “control of the business.”  The statute enumerates a list of activities that do not amount to 
exercising “control of the business,” so the burden is somewhat higher with respect to LPs. 
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III. ANALYIS 

 
a. General Overview and Test for the Alter Ego Doctrine in California 

 
As explained by the Court of Appeal for the Second District of California: 
 
The alter ego doctrine arises when a plaintiff comes into court claiming that an 
opposing party is using the corporate form unjustly and in derogation of the 
plaintiff's interests. [Citation.] In certain circumstances the court will disregard the 
corporate entity and will hold the individual shareholders liable for the actions of 
the corporation: ‘As the separate personality of the corporation is a statutory 
privilege, it must be used for legitimate business purposes and must not be 
perverted. When it is abused it will be disregarded and the corporation looked at as 
a collection or association of individuals, so that the corporation will be liable for 
acts of the stockholders or the stockholders liable for acts done in the name of the 
corporation. 
 
There is no litmus test to determine when the corporate veil will be pierced; rather 
the result will depend on the circumstances of each particular case. There are, 
nevertheless, two general requirements: ‘(1) that there be such unity of interest 
and ownership that the separate personalities of the corporation and the 
individual no longer exist and (2) that, if the acts are treated as those of the 
corporation alone, an inequitable result will follow.’ [Citation.] And ‘only a 
difference in wording is used in stating the same concept where the entity sought 
to be held liable is another corporation instead of an individual. 

 
Baize v. Eastridge Companies, LLC, 142 Cal. App. 4th 293, 302 (2006) (emphasis added) (citing 
Mesler v. Bragg Management Co. (1985) 39 Cal.3d 290, 300.) 
 

b. Element 1: The Unity of Interest and Ownership Test for Whether an 
Individual Is the Alter Ego of a Corporate Entity 

 
As explained by the Court of Appeal for the Second District of California: 

 
The first requirement for disregarding the corporate entity under the alter ego 
doctrine—whether there is sufficient unity of interest and ownership that the 
separate personalities of the individual and the corporation no longer exist—
encompasses a series of factors. Among the many factors to be considered in 
applying the doctrine are one individual's ownership of all stock in a 
corporation; use of the same office or business location; commingling of funds 
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and other assets of the individual and the corporation; an individual holding 
out that he is personally liable for debts of the corporation; identical directors 
and officers; failure to maintain minutes or adequate corporate records; 
disregard of corporate formalities; absence of corporate assets and 
inadequate capitalization; and the use of a corporation as a mere shell, 
instrumentality or conduit for the business of an individual. (Zoran Corp. v. 
Chen (2010) 185 Cal.App.4th 799, 811–812, 110 Cal.Rptr.3d 597.) This list of 
factors is not exhaustive, and these enumerated factors may be considered with 
others under the particular circumstances of each case. “ ‘No single factor is 
determinative, and instead a court must examine all the circumstances to determine 
whether to apply the doctrine.’ ” (Id. at p. 812, 110 Cal.Rptr.3d 597.) 

 
Misik v. D'Arco, 197 Cal. App. 4th 1065, 1073 (2011) (emphasis added). 
 

c. Element 2: The Test for Whether Preserving the Separate Existence of the 
Corporation Will Sanction a Fraud or Produce an Unjust or Inequitable 
Result 

 
As explained by the Court of Appeal for the Second District of California: 
 
The second requirement for application of the alter ego doctrine is a finding that 
the facts are such that adherence to the fiction of the separate existence of the 
corporation would sanction a fraud or promote injustice. (Wood v. Elling Corp. 
(1977) 20 Cal.3d 353, 365, fn. 9, 142 Cal.Rptr. 696, 572 P.2d 755.) The test for this 
requirement is that if the acts are treated as those of the corporation alone, it will 
produce an unjust or inequitable result. (Mesler v. Bragg Management Co. (1985) 
39 Cal.3d 290, 300, 216 Cal.Rptr. 443, 702 P.2d 601.) 

 
Misik v. D'Arco, 197 Cal. App. 4th 1065, 1073 (2011). 
 

d. Has the Alter Ego Doctrine Been Codified With Respect to LLCs? 
 

The alter ego doctrine has been applied in California with respect to limited liability 
companies.  See, e.g., Greenspan v. LADT, LLC, 191 Cal. App. 4th 486 (2010). 

 
Generally, in California, the “debts, obligations, or other liabilities of a limited liability 

company, whether arising in contract, tort, or otherwise . . . are solely the debts, obligations, or 
other liabilities of the limited liability company to which the debts, obligations, or other liabilities 
relate. . . [and] do not become the debts, obligations, or other liabilities of a member or manager 
solely by reason of the member acting as a member or manager acting as a manager for the limited 
liability company.”  Cal. Corp. Code § 17703.04(a)(1)-(2).  However: 
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A member of a limited liability company shall be subject to liability under the 
common law governing alter ego liability, and shall also be personally liable under 
a judgment of a court or for any debt, obligation, or liability of the limited liability 
company, whether that liability or obligation arises in contract, tort, or otherwise, 
under the same or similar circumstances and to the same extent as a shareholder of 
a corporation may be personally liable for any debt, obligation, or liability of the 
corporation; except that the failure to hold meetings of members or managers 
or the failure to observe formalities pertaining to the calling or conduct of 
meetings shall not be considered a factor tending to establish that a member 
or the members have alter ego or personal liability for any debt, obligation, or 
liability of the limited liability company where the articles of organization or 
operating agreement do not expressly require the holding of meetings of members 
or managers. 
 

Cal. Corp. Code § 17703.04(b) (emphasis added). 
 
 In this way, California has statutorily recognized the common law alter ego doctrine as 
applied to LLCs, however the statute does not actually codify the doctrine because it does not 
provide an express test for applying it and instead defers to the common law test; but it does codify 
that certain common law factors cannot be considered when applying the doctrine to LLCs.  
Therefore, the test for alter ego liability with respect to LLCs is as follows (with the below two 
bolded and crossed-out factors representing those common law factors that cannot be applied to 
LLCs): 
 

1. Element 1 – Is there sufficient unity of interest and ownership that the separate personalities 
of the individual and the LLC no longer exist? 
 

a. Factor 1: the individual's ownership of all stock in a corporation; 
b. Factor 2: use of the same office or business location; 
c. Factor 3: commingling of funds and other assets of the individual and the 

corporation; 
d. Factor 4: an individual holding out that he is personally liable for debts of the 

corporation; 
e. Factor 5: identical directors and officers; 
f. Factor 6: failure to maintain minutes or adequate corporate records; 
g. Factor 7: disregard of corporate formalities; 
h. Factor 8: absence of corporate assets and inadequate capitalization; 
i. Factor 9: the use of a corporation as a mere shell, instrumentality or conduit for the 

business of an individual. 
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Compare Misik v. D'Arco, 197 Cal. App. 4th 1065, 1073 (2011) (outlining common law alter ego 
factors) with Cal. Corp. Code § 17703.04(b) (outlining common law alter ego factors that cannot 
be applied to LLCs). 
 

It should be noted, however, that under the common law, the above factors are considered 
non-exhaustive, so a court could consider additional factors.  Misik v. D'Arco, 197 Cal. App. 4th 
1065, 1073 (2011). 
 

2. Element 2 – Would adherence to the fiction of the separate existence of the corporation 
would sanction a fraud or promote injustice?  The test for this requirement is that if the acts 
are treated as those of the corporation alone, it will produce an unjust or inequitable result. 

 
This element is vague and therefore requires a fact intensive inquiry into whether an 

inequitable result would follow from not applying the doctrine, which will depend on the totality 
of circumstances of each case.  See Toho-Towa Co. v. Morgan Creek Prods., Inc., 217 Cal. App. 
4th 1096, 1109 (2013) (evaluating totality of circumstances and determining an injustice would 
result from upholding the separate existences of three separate companies, as their actions were so 
intertwined that they should be considered a single enterprise). 
 

e. Has the Alter Ego Doctrine Been Codified With Respect to LPs? 
 
 Unlike California’s Uniform Limited Liability Act, the Uniform Limited Partnership Act 
does not contain any provisions that expressly address the alter ego doctrine.  Nevertheless, the 
alter ego doctrine has been applied in California with respect to limited partnerships.  See, e.g., 
Relentless Air Racing, LLC v. Airborne Turbine Ltd. P'ship, 222 Cal. App. 4th 811 (2013). 

 
Generally, in California: 

 
A limited partner is not liable for any obligation of a limited partnership unless 
named as a general partner in the certificate or, in addition to exercising the rights 
and powers of a limited partner, the limited partner participates in the control of the 
business. If a limited partner participates in the control of the business without 
being named as a general partner, that partner may be held liable as a general partner 
only to persons who transact business with the limited partnership with actual 
knowledge of that partner's participation in control and with a reasonable belief, 
based upon the limited partner's conduct, that the partner is a general partner at the 
time of the transaction. 

 
Cal. Corp. Code § 15903.03(a).  However, the statute also provides an exhaustive list of activities 
that a limited partner may engage in without being deemed to have participated in the “control of 
the business” and therefore subject to personal liability, including the following: 
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(1) Being any of the following: 
(A) An independent contractor for, an agent or employee of, or transacting 
business with, the limited partnership or a general partner of the limited 
partnership. 
(B) An officer, director, or shareholder of a corporate general partner of the 
limited partnership. 
(C) A member, manager, or officer of a limited liability company that is a 
general partner of the limited partnership. 
(D) A limited partner of a partnership that is a general partner of the limited 
partnership. 
(E) A trustee, administrator, executor, custodian, or other fiduciary or 
beneficiary of an estate or trust that is a general partner. 
(F) A trustee, officer, adviser, shareholder, or beneficiary of a business trust 
that is a general partner. 

(2) Consulting with and advising a general partner with respect to the business of 
the limited partnership. 
(3) Acting as surety for the limited partnership or for a general partner, guaranteeing 
one or more specific debts of the limited partnership, providing collateral for the 
limited partnership or general partner, borrowing money from the limited 
partnership or a general partner, or lending money to the limited partnership or a 
general partner. 
(4) Approving or disapproving an amendment to the partnership agreement. 
(5) Voting on, proposing, or calling a meeting of the partners. 
(6) Winding up the partnership pursuant to Section 15908.03. 
(7) Executing and filing a certificate pursuant to Section 15902.05, a certificate of 
withdrawal pursuant to paragraph (4) of subdivision (a) of Section 15902.04, or a 
certificate of cancellation of the certificate of limited partnership pursuant to 
paragraph (6) of subdivision (a) of Section 15902.04. 
(8) Serving on an audit committee or committee performing the functions of an 
audit committee. 
(9) Serving on a committee of the limited partnership or the limited partners for the 
purpose of approving actions of the general partner. 
(10) Calling, requesting, attending, or participating at any meeting of the partners 
or the limited partners. 
(11) Taking any action required or permitted by law to bring, pursue, settle, or 
terminate a derivative action on behalf of the limited partnership. 
(12) Serving on the board of directors or a committee of, consulting with or 
advising, being or acting as an officer, director, stockholder, partner, member, 
manager, agent, or employee of, or being or acting as a fiduciary for, any person in 
which the limited partnership has an interest. 
(13) Exercising any right or power permitted to limited partners under this chapter 
and not specifically enumerated in this subdivision. 
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Cal. Corp. Code § 15903.03(b) 
 
 California courts applying the common law alter ego doctrine to LPs apply the doctrine 
with recognition of the above-referenced statutory limitations.  See Gruendl v. Oewel P'ship, Inc., 
55 Cal. App. 4th 654, 659 (1997).  In other words, in determining whether the alter ego doctrine 
should apply to a limited partner, California courts will apply the common law test and all the 
factors traditionally considered (unlike LLCs, because two of the factors cannot be applied to LLCs 
per statute), but will require an additional element demonstrating that the limited partner was also 
engaged in the “control of the business.”  See Cal. Corp. Code § 15903.03(a). 
 
***Special credit to Michael Bernet (mbernet@bg.law) who helped in the creation of this 
supplement. 
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