One Person Company

According to New Companies Bill one person company forms part of the Bill, “One Person Company” means a company which has only one person as a member. The proposed introduction of One Person Company into the legal system is a move that would encourage entrepreneurship and corporatization of business. At present, an entrepreneur in India has to find another person to implement his skills through incorporation of a company while in the UK, Australia, Singapore etc. a single person can form a company. 

Although the exact rules are in regard to formation of One Person Company not clear, the following rules have been proposed –

Firstly, the person is to give a separate name and legal identity to the Company, under which all the activities of the business are to be carried on. This ensures that a separate legal entity is formed.

Secondly, the person has to nominate a name with that person’s written consent as a nominee to the OPC. This person will be the default and ad hoc member in case of the existing sole member’s death or disability. This provision will ensure perpetuity and continuity to the life of the Company. The golden rule of “members may come and go, but the Company must live on” holds good.

Finally, every One Person Company should bear the letters “OPC” in brackets after it’s registered name, wherever it may be printed, affixed or engraved.

Should a person having Pvt Ltd Company change to OPC?
Not at all. A One Person Company is still an idea in its infancy and is best for small enterprises looking at testing the waters, as an alternative to a proprietorship.
However, a Company has the following advantages:
1. Expansion of a Company is easy and possible. All you need to do is to increase the authorised capital and allot shares
2. Investment and investors prefer a Private Limited Company, since it is the only structure where it is possible to issue shares to third parties, and also have a board from which supervision is possible.
3. One Person Company is not required to hold AGM since it would have only one member.
4. For One Person Company, one meeting in each half calendar year is sufficient and the gap between the two meetings should not be less than ninety days.
5. If One Person Company enters into any contract with the sole member who is also the Director of the company, except, when, the contract in ordinary course in business shall ensure that the terms of contract shall be either contained in a Memorandum or are recorded in the Minutes of the first Board Meeting held next after entering into a contract. The company has to dea
[bookmark: _GoBack]Hiring may be easier, since employees can be given incentives like Employee Stock Option Plans, which is not possible in the case of a One Person Company.

Traditionally a company means an association of persons, having a common seal. But, the Companies Bill, 2012, introduces a new kid on the corporate block – the one person company. Several countries do have the concept of a single member company, such as the UK, EU countries, even countries in the Gulf region. India is set to join these ranks. One Person Companies are a class of companies distinct from public and private companies.

But, with a limited liability partnership structure also available (which offers flexibility, read no applicability of stringent corporate laws relating to various procedures and at the same time limited liability), will a One Person Company be useful? This is a big question before us. Let’s analyze this situation:

An African Company may be registered with only one shareholder who can be an individual or a corporation. In other words, Company PQR can be the sole member in another Company BCD. Thus a Company can incubate another and be its sole shareholder. The Companies Bill in India is not very clear in this regard. Further the limitation on the multi-tiered structure may dampen any plans of a Corporate Entity to set up multiple One Person Companies.

Thus, as of now, it appears that perhaps only sole entrepreneurs could be attracted to this model of setting up business, be they from the information technology sector who are looking for angel investors, or even freelancers wanting greater transparency. Just as a private limited company, carries the suffix Pvt Ltd, a one person company will carry the suffix One Person Company (OPC - it will take some time to get used to this suffix though).

The minimum share capital of a One Person Company is also Rs. One lakh – the same as for any other private limited company. However, several procedural relaxations have been granted to it. A One Person Company will also have a perpetual life - the original subscriber (member of the One Person Company) can appoint a nominee who takes over on his death or incapacity to continue.

The main deterrent in setting up of One Person Company could be the tax incidence in a corporate set up. The corporate tax rate of 30% (basic rate), may be much higher than what an entrepreneur may have paid if he had not incorporated a company (the income would have been subject to the slab rates, ranging from 10 to 30% ). Also, the provisions of Minimum Alternate Tax (basic tax rate of 18.5%) and Dividend Distribution Tax (basic tax rate of 15%) are bound to apply.


 

