
About OPC
Section 2(62) –Defn of OPC
One Person Company – a company which has only one person as member
Name of company will carry Suffix – ‘OPC’
Section 3(2) – Types of OPC
· A company limited by share
· A company limited a guarantee
· A unlimited company
Section 3 – Formation of Company
One person is required for formation of OPC say as private company by subscribing his name to a MOA and comply with the requirements of this act in respect of registration 
	Provided that the memorandum of OPC shall indicate the name of the other person, with his prior written consent in the prescribed form who shall in the event of death of subscriber or incapacity to contract become the member of company and the written consent of such person shall also be filed with register at the time of incorporation along with memorandum and articles.
	Provided further that member can change nominee anytime by notice to company and company to registrar
Conditions for incorporation of OPC
1. Only a natural person who is a Indian citizen and resident in india 	Comment by syed usman: Resident means person who stayed in india for a period of not lessthan 182 days during the immediate preceding calendar years
· shall be eligible to incorporate OPC
· shall be a nominee for the sole member of OPC
2. No person shall be eligible to incorporate more than a one OPC or become nominee in more than one such company
3. When a member of OPC become a member in another OPC by virtue of his being a nominee in that OPC then such person shall meet the eligibility criteria  with in a period of  180 days  
4. No minor shall become member or nominee in OPC or can hold share with beneficial interests 
5. Such company cannot be incorporated or converted in to section 8 company
6. Such company cannot carry on Non banking financial Investment activities including investment in securities of body corporate
7. No such company can voluntary convert into any kind of company unless two years have been expired from date of incorporation of OPC except threshold limit(paid-up capital) is increased beyond 50 lakhs rupees or average annual turnover during the relevant period exceeds  2 crore rupees.
(refer rule 3 of company Incorporation rules – 2014)



Nomination by the subscriber or member of OPC
For the purposes of first proviso to sub section (1) of section 3- 
1. Subscriber to the memorandum of a one person company shall nominate a person, after obtaining prior consent of such person who shall in the event of the subscriber death or incapacity to contract become the member of company

2. Name of such person shall be mentioned in the Memorandum and Such nomination in Form no INC 2 along with consent of such nominee obtained in Form no INC 3 with fees provided in companies (registration offices and fees) rules, 2014	Comment by syed usman: Form for Icorporation of OPC

3. Person nominated by subscriber or member of OPC may withdraw his consent by giving a notice in writing to such sole member and to OPC provided that member shall nominate another person as nominee with in fifteen days of the receipt of notice of withdrawal and send the intimation of such nomination in writing to the company, along with the written consent of such other person so nominated in Form no INC 3

4. The company shall with in 30days of receipt of notice of withdrawal of consent, file with registrar a notice of such withdrawal and intimation of the name of another person nominated by sole member in Form No INC 4 along with fee.

5. Subscriber or member of OPC may by intimation in writing to the company change the name of the person nomination by him at any time for any reason including incase of death or incapacity of nominee and nominate another person after obtaining the prior consent of such other person in form no INC 3 provided that the company file with the registrar a notice of such change in form INC 4.

6. Where the sole member of OPC ceases to be the member in the event of death or incapacity to contract and his nominee become member of such OPC, such new member nominate within fifteen days of becoming member, a person who shall in the event of death or incapacity to contract become the member of company and company shall file with ROC an intimation of such cessation and nomination in form no INC 4 along with fee and written consent of new nominee in INC 3.
i. (refer rule 4 of company Incorporation rules – 2014)
Penalty for non-compliance with rules
If any officer or OPC non complied with this rules shall be punishable with fine which may extend to 10000 rupees and further fine which may extend to 1000 rs for every day after the first during which such contravention continues.
		(refer rule 5 of company Incorporation rules – 2014)
OPC can convert itself into a public company or a private company – form no INC 5
Conversion of private company into OPC – Form no INC 6 and form MGT 14
		(refer rule 6,7 of company Incorporation rules – 2014)



Procedural Exemption and benefits of OPC
An OPC is exempt from certain procedural formalities,
1. Conducting annual general meetings, general meetings and extraordinary general meetings not required.
a. (refer section 98, 100 and 111,122 of companies act 2013)

2. No provisions have been prescribed on holding board meetings if there is only one director, but two meetings need to be organised every year if there is more than one director. 
3. Since the company is distinct from that of its owner, the personal assets of the shareholders and directors remain protected in case of a credit default. – Separate Legal Entity and Limited Liability
4. Loan is not sole responsibility of the owner
5. For Finance credit record of OPC required but not Owner
6. Mandatory rotation of Auditor after expiry of maximum term not applicable
7. OPC require minimal capital to begin with, being a recognized corporate could well raise capital from others like venture finanacial institutions etc thus graduating to private company 	Comment by syed usman: Just like private company it can start up with share capital of 100000 or as by guarantee
8. Annual return of a OPC shall be signed by the company secretary or where there is no CS, by the director of company
9. Minimum of one director require for OPC,it can increase upto 15 directors.
a. (refer section 152(1) and 149 (1)(a) and  (b) of companies act 2013)
10. Cash Flow Statement need not mandatorily form part of financials, its should file the financials with registrar after duly adopted by member, within 180 days of closure of financial year along with necessary document.
a. (refer section 92 and 134 of companies act 2013)
11. Board report to be annexed to financial statement may only contain contain explanation by board on every qualification, reservation or adverse remark or disclaimer made by auditor in his report.




Drawback of OPC
1. An OPC is not easy to set up. For one, it requires a lot of paperwork and is a time-consuming process. For instance, you need to get a lawyer or company secretary to help you draft the memorandum and articles of association.
2. The process may cost upwards of Rs 2 lakh.
3. OPC will be taxed at 30%, which may be higher than the 10-30% for a business that is not incorporated. Other types of taxes, such as the minimum alternate tax and dividend distribution tax, may also be applicable.
4. No relief from the provisions on audits, financial statements and accounts, which are applicable to private companies

5. Any resolution passed by the sole member must be communicated to the company and entered in the minutes book – for meetings. 

8. Compulsory Conversion if paid-up capital is increased beyond 50 lakhs rupees or average annual turnover during the relevant period exceeds 2 crore rupees.


Steps to incorporate OPC
1. Obtain Digital Signature Certificate [DSC] for the proposed Director(s).
2. Obtain Director Identification Number [DIN] for the proposed director(s) - form DIR 3.
3. Select suitable Company Name, and make an application to the Ministry of Corporate Office for availability of name. – Form INC 1
4. Draft Memorandum of Association and Articles of Association [MOA & AOA]. 
5. Sign and file various documents including MOA & AOA with the Registrar of Companies electronically. – Form INC 2,Form INC 22 and Form DIR 12(In some cases)
6. Payment of Requisite fee to Ministry of Corporate Affairs and also Stamp Duty. 
7. Scrutiny of documents at Registrar of Companies [ROC].
8. Receipt of Certificate of Registration/Incorporation from ROC.
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