What Is a One Person Company?

Benefits, Process & Rules Explained

ONE PERSON COMPANY

Starting a business can be exciting and overwhelming, especially when you're going solo.
Until a few years ago, it was mandatory to have at least two directors to form a private
limited company in India. But with the introduction of the One Person Company (OPC)
concept under the Companies Act, 2013, solo entrepreneurs finally got a formal business
structure that combines the benefits of both a sole proprietorship and a private limited

company.



In this article, we'll explore what a One Person Company is, its advantages, registration

process, compliance rules, and how it differs from other business structures.

What Is a One Person Company (OPC)?

A One Person Company is a type of company where a single individual acts as both the
shareholder and director. It is a separate legal entity, meaning the company is distinct from
its owner and has limited liability. This structure allows an individual to carry out their

entrepreneurial vision with limited financial risk and formal recognition.

The OPC model is especially suitable for solo founders, freelancers, consultants, or

professionals who want to scale their business without bringing in partners or co-founders.

Key Features of a One Person Company

e Single Owner: Only one person can be a shareholder and director.
e Limited Liability: The owner is liable only to the extent of their investment.

e Separate Legal Entity: The OPC is considered a legal person distinct from its

member.

e Perpetual Succession: Nominee is appointed at the time of registration to ensure

continuity.

¢ No Minimum Paid-up Capital: There is no specific requirement for a minimum

capital amount.

Benefits of a One Person Company



Limited Liability

Separate
Legal Entity

Less Number
of Compliances

1. Limited Liability Protection

One of the biggest advantages of OPC is limited liability. In the case of debts or losses, your

personal assets are protected. This makes it safer than a sole proprietorship, where

personal and business liabilities are not separate.

2. Easy Funding

Although OPCs can't raise funds through equity like private limited companies, they can still
obtain loans, venture debt, or bank funding by providing proper financial documents and

business plans.

3. Full Control of Business

With only one shareholder and director, decision-making is quicker and more efficient. You
don't need board meetings or approval from partners, making it ideal for independent

operators.



4. Separate Legal Identity

This structure gives the business its own legal existence, making it easier to own property,

open bank accounts, enter into contracts, and sue or be sued in its name.

5. Better Credibility

As an incorporated entity under the Companies Act, an OPC enjoys greater trust and

credibility in the eyes of vendors, clients, and financial institutions.

6. Low Compliance Burden (Compared to Pvt Ltd)

While compliance is higher than that of sole proprietorships, it is lower than private limited

companies. For example, OPCs don’'t need to conduct annual general meetings (AGMs).

Who Can Start a One Person Company?

Not everyone is eligible to start an OPC in India. The key requirements include:

e Only an Indian resident can form an OPC.

e The person must have stayed in India for at least 120 days during the previous

financial year.
e Only natural persons (not companies or LLPs) can incorporate an OPC.

e Aperson can incorporate only one OPC at a time.

Also, the nominee of the OPC (appointed at the time of registration) must also be an Indian

resident and not involved in another OPC.

How to Register a One Person Company in India



Step-by-Step Registration Process

Let's break down the OPC registration process into clear steps:

Step 1: Obtain Digital Signature Certificate (DSC)

The first step is to get a DSC for the director. Since registration is done online, a digital

signature is mandatory.

Step 2: Get Director Identification Number (DIN)

Apply for DIN using the SPICe+ form. This number uniquely identifies a director under MCA

records.

Step 3: Name Approval

Propose a unique name using RUN (Reserve Unique Name) on the MCA portal. It should

comply with Company Name Guidelines.

Step 4: Filing the SPICe+ Form

The SPICe+ form is an integrated form that includes:

e Company incorporation
e PAN and TAN application
e DIN allotment

e GST registration (optional)

Step 5: Draft MOA & AOA



Prepare the Memorandum of Association (MOA) and Articles of Association (AOA) for
the OPC.

Step 6: Appoint a Nominee

You must nominate one person who will take charge in case of the death or incapacity of

the sole member. Their consent must be filed with Form INC-3.

Step 7: Certificate of Incorporation

Once all documents are verified and approved by the Ministry of Corporate Affairs (MCA),

you'll receive your Certificate of Incorporation, and your OPC will be officially registered.

For a deeper understanding of registration and compliance, you can also refer to this

detailed guide on One Person Company.

Post-Incorporation Compliance for OPC
After registering an OPC, you must follow some basic compliance guidelines:

1. Annual Filings

e File Form AOC-4 (Financial Statements)

e File Form MGT-7A (Annual Return)

2. Income Tax Returns

e File ITR regardless of profits or turnover.

3. Auditor Appointment



e Appoint a Chartered Accountant within 30 days of incorporation.

4. Statutory Registers

e Maintain registers like Register of Members, Register of Contracts, etc.

5. Board Meeting

e Atleast one board meeting must be held every six months.

Note: OPCs don't need to hold an AGM, unlike other types of companies.

Conversion Rules for OPC

You can voluntarily convert an OPC into a Private Limited Company or Public Limited

Company if the business grows. However, mandatory conversion is required if:

e Paid-up capital exceeds %50 lakhs, or

e Annual turnover exceeds %2 crores for three consecutive financial years.

OPC vs Sole Proprietorship vs Private Limited

Feature OPC Sole Private Ltd
Proprietorship Company
Legal Status Separate Not Separate Separate Entity
Entity




Owner Liability |Limited Unlimited Limited
Compliance Moderate Minimal High
Funding Limited Limited Easy to Raise
Ownership Single Single Multiple
Final Thoughts

The One Person Company structure is a great option for solo entrepreneurs in India who
want the legal security of a company without involving multiple partners. It gives individuals

the power to scale up while keeping control and complying with essential legal norms.

However, before forming an OPC, assess your future business goals. If you plan to raise

funding or add shareholders, starting with a Private Limited Company may be a better

choice.

But for freelancers, consultants, and professionals looking to formalize their business while
keeping things simple, an OPC is often the perfect fit.

FAQs

1. Who is eligible to form a One Person Company in India?

Only an Indian citizen who is a resident of India (has stayed for at least 120 days in the
previous financial year) can form an OPC. Foreign nationals and non-residents are not

eligible. Also, a person can register only one OPC at a time.

2. What is the minimum capital required to start an OPC?



There is no minimum paid-up capital requirement to start a One Person Company. You can

incorporate it with any amount that suits your business needs.

3. Can an OPC be converted into a Private Limited Company?

Yes, an OPC can be voluntarily converted into a Private Limited Company. It is also
mandatorily required to convert if the OPC's paid-up capital exceeds %50 lakhs or its annual

turnover exceeds %2 crores for three consecutive years.

4. Is audit mandatory for a One Person Company?

Yes, like other companies, OPCs must appoint a statutory auditor and undergo an annual

audit, regardless of turnover or profit levels.

5. What is the role of a nominee in an OPC?

The nominee is a person designated during incorporation who will take over the OPC in the
event of the sole member's death or incapacity. The nominee must also be an Indian citizen

and give prior written consent for nomination.



