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ABSTRACT

One Member Company (hereinafter referred to as OMC) is a type of company with only
one shareholder who is carrying limited liability. The birth of OMC is a result of factual
mechanism, not the one from legal provision. OMC has been gradually approved by most
countries in the world including United States, France, Germany and Jﬁpan ete., ever since
1897 when the Saloman vs.Saloman Co.Ltd case came up in UK which affirmed the
independent legal status of OMC. There have been either formal or actual OMCs in China
since long. But little research has been done on this field both in theory and legal practice.
Neither does the legal provision on OMC established by natural person. Nowadays hi-tech
and hi-risky industry have been developed greatly, and more and more incorporates and owns
of this business do not want their key advanced technology and inventions to be revealed to
the public by shared the company with other holders, so OMC is the best choices for their
investment. After more than 20-year’s reform and opening-up, market economic mechanism
has been preliminarily established in China. Sectors under different ownership systems such
as individual ownership and private ownership have witnessed a rapid development.
Individuals and households with assets of more than millions of RMB yuan have formed a
quite large group. Their investment in new companies can easily meet the minimum
requirement for register capital of a limited liability company as stipulated in China’s
Company Law, and they are strongly appealing for independent control over companies. The
reason for that is OMC stands as one of the best choices for investors in small and medium
sized enterprises, who would not only to avoid risks by undertaking only limited liability, but
also want the sole control over the company to save the transaction costs arising from
differences of shareholders. However, it is very difficult to legally prohibit the existence of
nominal shareholder (even it is legally prohibited, it will be difficult to enforce the provision).
As a result, many countries recognize the legality of OMC while taking necessary legal
measures to tackle the disadvantages thereof. OMC also poses severe challenges to traditional
theories on company. In view of the legal positien and legal framework concerning OMC,

different countries take different legislative approaches according to their respective national
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realities, and different regulations are applied accordingly to OMC. However, China’s current
legislation only recognizes OMC in the forms of solely state-owned and solely foreign-funded
company and makes no mentioning of OMC invested by natural persons. Current legislative
framework does not comply with the development of socialist market economy after China’s
accession to the WTO, neither does it facilitate the administration over OMC existing by facts
in large numbers. Therefore, it is of urgent ne_ed_for China now to set up its legal framework
for OMC. Based on that observation, this paper takes as its aim to analyze the current
economic development and OMC reality in China, supported by theories,. case studies and
legislative results on OMC in various countries. The methodologies applied to the paper
include comparative study, historical analysis and case study, which serves well to
comprehensively describe and analyze OMC theories and it applicable legal regimes. The
paper also elaborates the current situation of OMC. in China and carefully studies the
necessity and possibility of formulating relevant regulations and legislation in China.
Following aspects shall be touched upon:

Firstly, the dissertation briefs on the definition, connotation, and annotation of OMC;
types of OMC; legal characteristics of OMC; makes comparative research with relative
enterprise concepts, and studies the background, evolution and development trend of OMC.

Secondly, the dissertation reviews the legislative position and framework of OMC in
Continental Law and Common Law, and points out that in recognition of OMC, the Company
Laws in Britain and countries applying the same system take a much more conservative
approach than Unite States where the legal status of OMC is acknowledged by laws in most
of its states. Some countries that representing Continental Law System, such as France,
Germany and Japan have also made articulate statute regulations on OMC. The review is
intended to demonstrate the trend of OMC development worldwide.

Thirdly, the dissertation briefly introduces legal system of OMC in Taiwan, Hongkong,
and Macao. |

Fourthly, the dissertation analyzes challenges imposed by OMC theory onto traditional
theories of company, especially concerns incorporated association issue of OMC, independent
property of OMC, and the limited liability of the shareholder of OMC.

Fifthly, the dissertation is involved with the responses of Modern Corporate Law
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concerning with the challenges mentions in the fourth Chapter. This part introduces various
kinds of theories about corporate association issue and the applications of ‘piecing the
juridical person veil’ principle to the company law, where it is pointed out that to prevent the
abuse of OMC independent personality and limited liability of the only shareholder in OMC,
the application of ‘piecing the juridical. person veil” principle is vital.

Lastly, the dissertation explores the practical situgtion. of OMC in China today by
analyzing disputes of Chinese scholars regarding advantages and disadvantages of OMC in
China, the paper emphasizes the necessity of establishing and improving the legislation on
OMC in China, and finally, recommendations are made as to how to amend China statute on

OMC 1n this part.

Key Words:
One Member Company (OMC) , Corporate association issue of OMC, the Theory of
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