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Abstract

The much awaited Companies Act, 2013 saw the light of
day when it obtained the assent of the President of India
29 August 2013.The new Companies Act introduces
ificant changes in the provisions related to governance,
anagement, compliance and enforcement, disclosure
rms, auditors and mergers and acquisitions. It also
oduces revolutionary new concepts such as one-person
pany; small companies, dormant company, class action
its, registered valuers and corporate social responsibility.

This concept of OPC, first recommended by the expert
mittee of Dr. JJ Irani in 2005, provides a whole new
ket of opportunities for those who look forward to start
ir own ventures with a structure of organized business.
introduction of OPC would encourage corporatization
icro businesses and entrepreneurship with a simpler legal
ime so that the small entrepreneur is not compelled to fritter
his time, energy and resources on procedural matlters.
One Person Company concept is the next big thing in
ia and it would act as a launch pad for small traders,
epreneurs with low risk taking capacity, artisans and other
ice providers. This will not only enable individual
bilities to contribute to economic growth, but also
ate employment opportunity. This concepl of One Person
pany would also organize the unorganized sector of
swrictorship firms and other entities which will be
nient to regulate and manage .With passage of time,
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the OPC mode of business organisation is all set to beco
the most preferred Jorm of business organization especi, ‘
Jor small entrepreneurs,

>he study has been conducted on the basis of secondary
b0 of information like various reports, books, journals and

icals.
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The 1956 Act has been in need of a substantial revamp for

it some time now, to make it more contemporary anfi relevant
The term company law is that branch of law which relate Sorporates, regulators and other stakehol'ders in I"fi‘a' l
to the various affairs of the companies right from the formatiof To frame a law that enables companies to achieve globad
and registration to the winding up of the companies. All compan flipetitiveness in a fast changing economy, ﬂ.]e Govgrl'lmen; h]i
legislations in India are more or less a close re-enactment of the N up a fresh exercise for a compf‘ehepsn./e revision o the
English Acts. The history of Indian company law began with th dinpanies Act, 1956. As a the first step in this c.hrec.tlon, a Concept
Companies Act of 1850, modeled on British Companies Act of per on Company Law drawn up in the !eglslatllve for.m‘at was
1844. Between 1850 and 1 882, the Companies Act was amended posed for public viewing on the electronic media to eIICIt.Fhelr
| inions on the concepts involved. The Govem‘ment then const'ltuted
independent Expert Committee. A Comm!ttet:: was CO{]Stltflte(i‘
diider the Chairmanship of Dr. Jamshed J Irani, Director, Tata Son§
i 2nd December, 2004, with the task of adyising the Gover.nmcnf
the proposed revisions to the Companies Act, | ?56 with the
hjective to have a simplified compact law that wn.ll be abﬁle to
ress the changes taking place in the national and international
-enario, enable the adoption of internationally‘ accepted b.est
ractices as well as provide adequate flexibility f(?l‘ timely evolution
“of new arrangements in response to ‘the requnrfameqts of ever-
changing business models. The Committee submitted its report to
the Government on 3 1st May 2005.

Introduction

and remained in force ti]] 1912. Subsequent amendments were
made in 1914, 1915, 1920,1926, 1930, 1932 and 1936. ‘

After the independence, it was found that the existing
Companies Act should be amended to suit the changed conditions
in the country. In line with Cohen Committee of England, the
Central Government appointed a 12-member company law
committee in October 1950 under the Chairmanship of Mr. C. H.
Bhabha (known as Bhabha Committee) which submitted their
report in April 1952, On the basis of the recommendations of the
Committee, the Parliament passed the new Act in November,
1955 which received the Presidents assent on 18 January, 1956,
and came into force with effect from April, 1956,

Dr. J J Irani Committee Report

Dr. Dr. Jamshed J Irani Expert Committee on Company !qaw
had submitted its report charting out the road map for a ﬂex!ble,
dynamic and user-friendly new company lgw. The Commmeg
had taken a pragmatic approach keeping in view the groun
realities, and had sought to address the concerns of all thé
stakeholders to enable adoption of internationally accepted best
practices. As one wades through the report, one finds an ‘a{'duous
zeal to ensure that flexibility is coupled with accountability and

Objectives of the Study
This study has been concentrated with the following desired
objectives:
I. To understand the legal aspects relating to setting up of
One Person Company.

2. To ascertain the prospects of One Person Company

towards promotion of entrepreneurship and company
form of business in India.
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WEI taxes. However, this form of business has
B8 auch as unlimited liability of the business owner,
ity in raising capital etc. The limitations of sole
F8rganization led to the growth of corporate form
- The limited resources in the hands of individual
nlimited liability in the business discouraged
i ding business and avoid risky decisions.

#lly form of business helps in overcoming these
S ilko vital for economic growth of the country. A
CBItity scparate from its owners. It has its own
sPendent of its owners; can sue, be sued, own and
L8011 the rights of ownership in the form of stocks.
seedural formalities in setting up and running a
88 of control over business dissuade many
i undertaking company form of business inspite
& Over proprietorship form of business. The
Fporation of a company requires more time and
7 Iy monitored by government agencies, and have
Biplex rules and regulations.

transparency. To attune the Indian Company Law with th
reforms taking place in the arena, the Report of the Cal
had sought to bring in multifarious visionary concepts,
accepted and acted upon would really simplify the volu
and cumbersome Companies Act in the country.
The Companies Bill, 2009 after introduction in Pai
was referred to the Parliamentary Standing Committee on B
for examination which submitted its report to Parliament§
August, 2010.Certain amendments were introduced in th
the light of the report of the Committee and a revised Cof
Bill, 2011 was introduced. The amended Bill was passe
Lok Sabha on 18th December, 2012 and by the Rajya Si
8th August, 2013. The Bill was retitled as Companies Bill, 2
Companies Bill, 2012 was assented to by the President
on 29" of August,2013 and notified in the Gazette of Ind
of August 2013. It finally became the Companies Act, 2
changes in the 2013 Act have far-reaching implication$
set to significantly change the manner in which corporates
in India. The new Companies Act introduces significant
in the provisions related to governance, e-management, ¢o
and enforcement, disclosure norms, auditors and mef
acquisitions. It also introduces revolutionary new cong
as one-person company; small companies, dormant comp
action suits, registered valuers and corporate social respe

L onie Person Company
Blementation of the Companies Act, 2013, asingle
Wistitute a Company, under the One Person
') eoncept. This concept of OPC was first
ﬁie expert committee of Dr. JJ Irani in 2005.1t
ity to those entrepreneurs who refrained from
Wiy form of business due to its limitations vis-a-
16 create a single person economic entity in the
i Company™; They can enjoy the status and
¥ while operating and functioning like a
for all practical purposes.
Aitipany is defined in Sub- Section 62 of Section
B8 Act, 2013, which reads as follows: ‘One
Wieans a company which has only one
itially a legal entity which functions on the
“Ompany, but with only one member and one
84l and financial liability being limited to the

Highlights of the Companies Act, 2013 i
a) Passed in Lok sabha December 18, 2012
b)  Passed in Rajya Sabha August 08, 2013
¢) President’s assent August 29, 2013

d)  Total number of sections 470

e) Total number of chapters 29

f)  Total number of schedules 7

When a person thinks of starting a small scale
enterprise, more often than not he chooses proprietorsh
business due to its inherent advantages such as simpl
and operate, greater flexibility of management, f@\
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(xi) Such Company cannot carry out Non-Banking'
Investment activities including investment in
of any body corporates.

(xii) No such company can convert voluntarily inte
of company unless two years have expired |
date of incorporation of One Person Company
threshold limit (paid up share capital) is If
beyond fifty lakh rupees or its average annual
during the relevant period exceeds two croré

Flows will not be a part of the Annual Financial
Hents in the case of'a One Person Company. [Sec

Alihual Returns of a One Person Company shall
ed by a Company Secretary. However, in a case
¢ there is no Company Secretary appointed or the
ipany Sccretary is not present, then, in that case
Sld Annual returns can be signed by the Director
I8 company. [Sec 92]

= fiot mandatory for a One Person Company to call
Lhold an Annual General Meeting.[Sec 96].
thermore, provisions of Sec 98 (Power of Tribunal
#ll meetings of members, etc.) and Provisions from
1100 to 111 (provisions relating to holding and the
#edure for General Meetings, like notice, etc.) are
Applicable to such a company. It shall be sufficient
Mipliance if the resolution is communicated by the
iEfber to the Company and entered into the minutes
K8 as required to be maintained under section 118
i 8lgned and dated by the member and such date is
ihed to be the date of the meeting for all purposes.
Ree 122]

fillarly, in case of Board of Directors has only one
ieetor on the Board of Directors of a One Person

Biipany, then it shall be sufficient if the resolution by
ek director is entered in the minutes book required to

€ iaintained as required by Section 118 and signed

il dated by the Directors and such date shall be

#ined 1o be the date of meeting for all purposes. [Sec

ihancial Statements of a One Person Company shall

& approved by One Director and must be submitted to

i Auditor for his report thereon. [Sec 134]

gase of the report of the Board of Directors, it must

& signed by the One Director and be attached to the

ihancial Statements and should speak in detail and

ain and comment on every reservation, qualification

Incorporation one Person Company

The process for incorporating a One Person Cof
very similar to that of a Company. The Steps to Incorpoi
Person Company are stated below:
I. Obtain Digital Signature Certificate [DSC]
proposed Director(s). ,
Obtain Director Identification Number [DIN
proposed director(s). )
3. Select suitable Company Name, and make an ap
to the Ministry of Corporate Office for avai !I
name. ‘

4. Draft Memorandum of Association and AR
_Association [MOA & AOA]. .
5. Signand file various documents including MO,
with the Registrar of Companies electronicall

6. Payment of Requisite fee to Ministry of &
Affairs and also Stamp Duty.

7. Scrutiny of documents at Registrar of Companit
8. Receipt of Certificate of Registration/Incog
from ROC.

o8]

Exemptions Available to one Person Compan
One Person Company has been bestowed upon !
following privileges or exemptions or exception from ru
apply to a Private Limited Company, which are as unde
i)  Cash Flow Statement does not form part of the €

of “Financial Statements” of One Person Comj
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and adverse remark of the Auditor. The Auditor .
shall also be attached to the Financial Statemet BIFing them the status of a private limited company
same manner as in the case of Private 188 entrepreneurship by providing various incentives
Companies.[Sec 134] b I8 [0 persons aspiring to establish a One Person

vii) In the case of a One Person Company, the liff ntroduction of One Person Company is a move

period for the filing of Financial Statements bef BBurage corporatisation of micro businesses and
Registrar of Companies is 180 days from the € liip. A One Person Company is expected to have a
of the financial year. [Sec 137] and it will be embraced as a most successful
viii) A One Person Company needs to have a minim Pt The reasons behind it are:
one Director but to a maximum of 15 Directol iited Liability Protection to Directors and
the said limit can be increased by passing a # teholder
resolution as in the case of any other compll il Status and Social Recognition for the Business
149].An individual who is a member shall be d iplete Control ofthe Company withthe Single Owner
to be the first Director of a One Person Compaii Miptions and therefore have lesser compliance
director(s) are duly appointed by the member acé i burden.
to the provision of the Act. [Sec 152] ; 16 Get Loan from Banks
ix) For the purposes of holding Board Meetings, inf ¥ 10 Manage
a One Person Company which has only one dire arate |egal Identity and Perpetual succession,etc.
shall be sufficientcompliance if all resolutions 1@
to be passed by such a Company at a Board B Company provides a whole new bracket of
are entered in the minutes-book, signed and di ) those who look forward to start their own ventures
the member and such date shall be deemed t@ 8 of organized business. One Person Company
date of the Board Meeting for all the purpose Jing businessman all benefits of a private limited
this Act. For other One Person Companies, atl €iice they will have access to credits, bank loans,
Board Meeting must be held in each half of the ¢ & legal‘protection for business, access to market
year and the gap between the two meetings sho Ae of a separate legal entity and hence would
be less than 90 days. [Sec 173] _ prencurship. One Person Companies would also

for Indian entrepreneurs who wish to enter the

Prospectus of one Person Company as new B ,joinl ventures with foreign corporations and tap
Ownership Concepts in India 4

The Companies Act 1956 mandated a minimum an I’crs.on Company has done well in European
shareholders in order to constitute a company. It was a hug h Fas 'I_\S'a" Countries, America, etc. the same is
aspiring entrepreneurs to incorporate a company and figthening the economy of the countries. Dr. J. J.
obstacle for the growth of'the Indian economy. Such entrepl dEd Qne P.erson Company to organise the
were left only with the option of starting a sole propriel Pf“l?"‘CfO"Shlp sector in India. This will be India’s
This concept of One Person Company aims at bringing WAl Economy. Small entrepreneurs will grow in
unorganized business sector into the form of organized b Blirship, be it weaver, traders, artisans, small to

feneurs, One Person Company is a bright future
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for them to grow and to get a recognition globallyalongwi
significant growth in Indian economy benefiting the counti
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The first OPC in India was incorporated on 28" April, 2
at Delhi under the banner ‘VIJAY CORPORATE SOLUTIE
OPC Pvt. Ltd.” Mr. Vijay Kumar Sarma is the only director
sharcholder of the company. At present there are about 3
one person company incorporated in India. (http
conncct2india.com/in/index.html)
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Conclusion

The concept of One Person Company is advantageous|
for the regulators and the market players. From regull
perspective, One Person Companies by organizing the unorg:
sector of proprietorship will make the regulation of these ent
convenient and effective.

Further, the conferment of the status of private lim
company on a One Person company will not only limit the liak
of sole entrepreneurs but also provide access to market pl
to various credit and loan facilities and hence would encol
entreprencurship. This concept, if implemented properly, Wi
as a big incentive for small entrepreneurs and thereby will |
the economic growth of the country.

However, this concept has been criticized on
grounds. Though OPC offers many of the benefits of a Comj
it still has significant compliance requirements ane
disadvantages in some instances, when compared
proprietorship. f
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