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Although every reasonable effort has been made to ensure the accuracy, authenticity, and
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ABOUT US

The International Journal for Legal Research & Analysis (IJLRA) (ISSN: 2582-6433) is a peer-
reviewed, academic, online journal published on a monthly basis. The journal aims to provide
a comprehensive and interactive platform for the publication of original and high-quality legal

research.

IJLRA publishes Short Articles, Long Articles, Research Papers, Case Comments, Book
Reviews, Essays, and interdisciplinary studies in the field of law and allied disciplines. The
journal seeks to promote critical analysis and informed discourse on contemporary legal, social,

and policy issues.

The primary objective of IJLRA is to enhance academic engagement and scholarly dialogue
among law students, researchers, academicians, legal professionals, and members of the Bar
and Bench. The journal endeavours to establish itself as a credible and widely cited academic
publication through the publication of original, well-researched, and analytically sound

contributions.

IJLRA welcomes submissions from all branches of law, provided the work is original,
unpublished, and submitted in accordance with the prescribed submission guidelines. All
manuscripts are subject to a rigorous peer-review process to ensure academic quality,

originality, and relevance.
Through its publications, the International Journal for Legal Research & Analysis aspires to

contribute meaningfully to legal scholarship and the development of law as an instrument of

justice and social progress.
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the highest standards of publication ethics and academic integrity. All manuscripts submitted
to the journal must be original, unpublished, and free from plagiarism, data fabrication,
falsification, or any form of unethical research or publication practice. Authors are solely
responsible for the accuracy, originality, legality, and ethical compliance of their work and
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use, reliance upon, or interpretation of the content published. By submitting a manuscript, the
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Editorial Board, Reviewers, Advisors, Publisher, and Management against any claims,
liabilities, or legal proceedings arising out of plagiarism, copyright infringement, defamation,
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ONE PERSON COMPANY: A LEGAL STRUCTURE
FOR INDIVIDUAL ENTREPRENEURS IN INDIA

AUTHORED BY - SAKSHI SAHU

Abstract
An one Person Company (OPC) is a corporate entity designed to support individual
entrepreneurs who wish to operate a limited liability business on their own. The concept blends
the simplicity of sole proprietorship with the legal advantages of a company. This research
paper explores the definition, characteristics, benefits, challenges, and the regulatory
framework of OPCs in India. It highlights how OPCs provide business owners legal protection
and access to capital, but also outlines compliance challenges that affect scalability and
sustainability. The study aims to provide insights into OPCs as a viable business form for solo

entrepreneurs in India.

1. Introduction
Traditionally, individuals who wanted to start a business in India had two main choices: a sole
proprietorship or forming a partnership/company with others. A One Person Company bridges
the gap between sole proprietorship and corporate structure by allowing a single person to set
up a limited liability company. The concept was first introduced in India through the

Companies Act, 2013 to encourage entrepreneurship and formalize small businesses.*

An OPC combines:
» The simplicity of sole proprietorships
» Protection of personal assets through limited liability
» Formal recognition as a corporate body
The concept has gained traction among freelancers, consultants, professionals, and micro-

entrepreneurs who want legal recognition and credibility without multiple stakeholders.

The OPC structure was introduced in India through the Companies Act of 2013 to incentivize individual
entrepreneurs and formalize business operations.
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2. Characteristics of One Person Company
The defining traits of OPCs are:
2.1 Single Member
An OPC must have only one natural person as a member.2 That person is both the owner and

main decision-maker.

2.2 Limited Liability
The member’s liability is limited to the capital contributed to the company. This protects
personal assets from business debts.

2.3 Separate Legal Entity
An OPC is a separate legal person, distinct from the member. It can own property, enter

contracts, and sue/be sued in its name.

2.4 Nominee Requirement
At the time of incorporation, the member must nominate a nominee — a person who will take

over the OPC in case of the member’s death or incapacity.>

2.5 Perpetual Existence
The company continues even if the owner dies or becomes incapacitated. Due to the nominee,

the OPC has continuity beyond the founder’s involvement.

2.6 Restricted Activities
OPCs have certain restrictions — for example, they cannot publicly list shares or become

holding companies of other firms in some cases.*

3. Benefits of One Person Company
Benefits include:
3.1 Limited Liability Protection

Owners are not personally liable for business debts beyond their investment.

20PC can only have one member at a time; additional shareholders are not permitted.
3The nominee is a legal safeguard ensuring continuity of the OPC in unforeseen circumstances.
“Certain strategic restrictions exist — e.g., some business sectors may require a private or public company.
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3.2 Ease of Formation
OPCs require fewer formalities than private companies, making it easier for individuals to
register and start operations.®

3.3 Corporate Status
Being a company lends professional credibility and better access to bank loans or investors
compared to unregistered entities.

3.4 Simplified Compliance
OPCs enjoy relatively simpler regulatory compliance compared to traditional private limited

companies.

3.5 Full Control
Decision-making is centralized in the hands of the sole member, allowing swift strategic

actions.

4. Challenges of One Person Company
Despite advantages, OPCs also face limitations:
4.1 Restrictions on Growth
Some industries or large-scale business opportunities require multiple members or more

complex structures. OPCs may find it hard to scale.

4.2 Compliance Burden
Although easier than other company types, OPCs still must follow corporate compliance like
annual returns, financial statements, and tax filings which can be costly and complex for solo

operators.

4.3 Access to Funding
Many large investors prefer companies with multiple stakeholders and governance

mechanisms, which may limit funding opportunities for OPCs.

5 OPCs follow simplified incorporation processes through MCA’s online registration portal.
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4.4 Nominee Issues
Nominee succession can create uncertainty or conflict if expectations are not clearly defined in

advance.

4.5 Taxation
An OPC’s tax treatment is similar to private companies, which might be higher than taxation

under sole proprietorship, reducing disposable income for reinvestment.

5. Regulatory Framework in India
India’s legal framework for OPCs is governed primarily by:
5.1 Companies Act, 2013
The concept of OPC was introduced through the 2013 law to promote entrepreneurship.
Specific sections (e.g., Section 2(62) and Section 3(1)(b)) define eligibility and incorporation

norms.®

5.2 Rules & Guidelines
The Ministry of Corporate Affairs (MCA) issued separate rules for OPCs that cover
incorporation, nominee appointment, conversion to other types, and annual compliance

requirements.

5.3 Conversion Rules
An OPC can be converted into a private or public limited company once it crosses specified

thresholds (like paid-up capital or annual turnover).

5.4 Compliance Requirements

OPCs must file:
» Annual returns with the Registrar of Companies (RoC)
» Financial statements audited in some cases
» Income tax returns under corporate tax regimes.

Non-compliance can lead to penalties and possible strike-off from the RoC list.

b Sections pertaining specifically to OPC definitions and eligibility are detailed in the Companies Act.
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6. Conclusion
The One Person Company is a progressive legal structure that helps individual entrepreneurs
achieve corporate status while retaining control and liability protection. It fills an important
gap between unregistered sole proprietorships and multisided corporate entities. While OPCs
offer ease of formation and operational flexibility, they require diligent compliance and may
face limitations in fundraising and business expansion. Nonetheless, OPCs continue to be a
compelling option for solo business owners and professionals seeking formal recognition in

the Indian legal landscape.
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