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When starting a business, it is common to have questions such as how to
protect your personal assets (e.g. your home), how the business pays taxes,
and how to get money to grow the business. This guide provides a basic
overview of the most common types of California business entities and key
issues to consider when making decisions about which legal structure to
choose for your business. We designed this guide as a starting point, and
Public Counsel encourages readers to contact an attorney to answer
questions specific to your business. If your small business needs legal help,
please contact us at (213) 385-2977, ext. 313 or visit us online.

What is a legal entity? 
A legal entity is a person, company, or organization that has its own legal
rights and obligations. For example, a company has the right to enter into
contracts and the obligation to pay debts it has incurred. The separate legal
entity can sue and be sued. A legal entity will also have its own tax
classification, which will vary depending on the type of legal entity selected.
A legal entity is commonly referred to as a business entity. 

How is a legal entity formed? 
Many small businesses start out being owned 
and operated by one individual where the business 
does not exist separately from its owner – this is 
known as a sole proprietorship. In this case, the legal 
entity is the individual person who owns the business. 
However, the law provides business owners the ability 
to form a separate legal entity that will be treated as a 
new legal “person” that can own the business directly, 
with the individual continuing to own the business 
indirectly through that new entity. For example, Alice originally owned her
bakery directly as a sole proprietor. She later formed an LLC, which now
owns the bakery, and Alice owns the LLC.
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https://bizfileonline.sos.ca.gov/search/business
https://www.uspto.gov/trademarks/search
https://www.lavote.gov/home/county-clerk/fictitious-business-names/filing/fictitious-business-name-search
https://bizfileonline.sos.ca.gov/forms/business
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https://www.irs.gov/businesses/small-businesses-self-employed/get-an-employer-identification-number
https://www.calgold.ca.gov/


https://www.sos.ca.gov/business-programs/business-entities/starting-business
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https://www.insurance.ca.gov/01-consumers/105-type/95-guides/09-comm/upload/IG-Commercial-Insurance-Updated-061524.pdf
https://www.insurance.ca.gov/01-consumers/105-type/95-guides/09-comm/upload/IG-Commercial-Insurance-Updated-061524.pdf
























https://www.co-oplaw.org/knowledge-base/entity/#Graphic_Guides_to_Choosing_a_Legal_Entity
https://co-oplaw.org/home/starting-a-cooperative/
https://co-oplaw.org/home/starting-a-cooperative/




https://drive.google.com/file/d/0B7aFfmk4wQfbUW9zWGVZb3ZYbUU/view?resourcekey=0-yHjZk0nYjPJKBghPK3KD4w
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