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With the introduction of concept of One Person Company (hereinafter “OPC”) in Companies Act, 2013 (hereinafter “2013 Act”), individuals doing business as sole proprietors will now be able to avail the benefits of limited liability without a second person to form a company. Under the Companies Act, 1956 (hereinafter “1956 Act”) a private limited company is required to have a minimum of two shareholders and two directors.
Definition
As per Section 2(62)(3) of the 2013 Act, OPC means a company which has only one person as member.
Incorporation
In terms of section 3(1)(c) of the 2013 Act, an OPC may be formed for any lawful purpose by one person. Salient features in relation to incorporation include:
· The memorandum of an OPC shall indicate the name of another person, with his prior written consent, who shall, in the event of the subscriber’s death or his incapacity to contract become the member of the company.
· The written consent of such person shall also be filed with the registrar of companies at the time of incorporation of the OPC along with its memorandum and articles.
· The member of OPC may at any time change the name of such nominee by giving notice as prescribed. [Section 3(1)]
· The notice by the member of OPC as stated above must be provided by the OPC to the registrar of companies once the same is intimated by the member to the OPC. Any change in the name of nominee shall not be deemed to be an alteration of the memorandum. [Section 3(1)]
· The words ‘‘One Person Company’’ must be mentioned in brackets below the name of such company, wherever its name is printed, affixed or engraved. [Second proviso to Section 12(3)]
· A person can incorporate a maximum of 5 OPCs. [Rule 2.1(2)]
· Only natural persons can incorporate an OPC. Also, the person incorporating an OPC must be an Indian citizen who has stayed in India for at least 182 days during the immediately preceding one financial year. [Rule 2.1(1)]
Compliances
Sec 2(68) of the 2013 Act defines Private Company which includes OPC. Thus all those provisions which are applicable to Private Companies are applicable to OPCs. However, OPCs are provided with certain exemptions in 2013 Act which are as follows:
· OPC is not required to prepare cash flow statement as a part of financial statement. [Section 2(40)]
· In case an OPC does not have a company secretary, the annual return can be signed by the director of the company. [Proviso to section 92(1)]
· An OPC is not required to hold an annual general meeting. [Section 96(1)]
· The provisions of the following sections shall not apply to an OPC -
(a) Section 98: Power of Tribunal to call meetings of members, etc.
(b) Section 100: Calling of extraordinary general meeting
(c) Section 101: Notice of meeting
(d) Section 102: Statement to be annexed to notice
(e) Section 103: Quorum for meetings
(f) Section 104: Chairman of meetings
(g) Section 105: Proxies
(h) Section 106: Restriction on voting rights
(i) Section 107: Voting by show of hands
(j) Section 108: Voting through electronic means
(k) Section 109: Demand for poll
(l) Section 110: Postal ballot
(m) Section 111: Circulation of members’ resolution

· The minimum number of directors in the case of an OPC has been limited to one. [Section 149(1)(a)]
· An OPC must conduct at least 1 meeting of the board of directors in each half of a calendar year with a gap of at least 90 days between the 2 meetings. 
· For an OPC having only 1 director, the provisions of section 173 (Meetings of board) and section 174 (Quorum for meetings of board) will not apply. [Section 173(5)].
· As per Sec 193 of the 2013 Act, when an OPC enters into a contract with the sole member who is also the director of the company, the company shall ensure that the terms of contract are mentioned in the memorandum or are recorded in the first Board meeting held after entering into contract. However no such requirement is there in case of contract held in normal course of business. OPC has to intimate the Registrar about such contract within a period of 15 days from the date when accepted by Board of directors in meeting.
Conversion into Private/Public Company
OPC can get itself converted into a private or public company after increasing the minimum number of members and directors to two or minimum of seven members and three directors as the case may be, and by maintaining the minimum paid-up capital as per requirements of the 2013 Act for such class of company and by making compliance of section 18 of the 2013 Act for conversion.
Sec 18 of 2013 Act, states that a company of any class registered under this Act may convert itself as a company of other class under this Act by alteration of memorandum and articles of the company in accordance with the provisions of this Chapter.
Certain rules are prescribed according to which an OPC will be mandatorily required to convert into a private or public company 
· Where the paid up share capital of an OPC exceeds 50 lakh rupees or its average annual turnover during the period of immediately preceding three consecutive financial years exceeds 2 crore rupees, it will not be entitled to continue as an OPC. Such OPC shall be required to convert itself into either a private company or a public company in accordance with the provisions of section 18 of the 2013 Act:
(i) within 6 months of the date on which its paid up share capital is increased beyond 50 lakh rupees; or 
(ii) last day of the period immediately preceding three consecutive financial years during which its average annual turnover exceeded 2 crore rupees; or 
(iii) Close of the financial year during which its balance sheet total exceeded 1 crore rupees, as the case may be.
· The OPC is required to alter its memorandum and articles by passing an ordinary or special resolution in accordance with sub-section 5 (3) of section 122 of the 2013 Act to give effect to the conversion and to make necessary changes incidental thereto.
An OPC gives the advantage of limited liability and disadvantage like higher taxes as tax rate for company is comparatively higher, dividend distribution tax in case of distribution of profit as dividend to entrepreneurs.
