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The objective of this thesis is to research study in terms of the legal and economic
aspects of a single-member private limited company. The theory behind the laws that governs the
function of a limited company is that a company is set up by a group of individuals that shares the
same objectives to conduct a business with the aim to share the profits and the lost and liabilities
which may occur. A company is a legal entity separated from the shareholder. Each shareholder
will only be liable for the lost of the company measured from the shares that they hold in the
company or the amount of money or assets that they invest in the company. With this the
ownership of the company and the management must be separated.

A single-member private limited company is establish due to the reality that there is a lot
more investment in the market, and the investor would like to also be the sdle manager of the
company. A single-member private limited company was developed from a small- medium
enterprise into a multinational company. This causes many problems and difficulties to follow
such as the usage of a company separated legal entity to shield the sole investor from the
company’s liability, the problem with the small investment capital, problems with cross holding
in the related company, and anti- trust. Therefore, there are specific legal requirements in the
local legislation in countries that allow the set up of a single-member private limited company.

In the research, it is found out that the current legislation regarding company limited
liability may not be sufficient due to the fact that a single-member private limited company has
the set up that is different than most limited liability company. This can be demonstrated in the
fact that single-member private limited company makes the objectives coming together for the
setup of the company becomes obsolete. Principal-Agent Theory shows that if the shareholder
and directors of the company are the same person will make company to maximize their profit
and do not concern to the damages of another persons or social. Also, the current rules of limited
liability can be use to defend the sole investor from the liability of the company. The separation of
the ownership and the management of the company, the rights of shareholders, the abilities of the
management becomes obsolete. Finally the objective of this research is to present the existence,
problems and observation in a single-member limited company to be use as a bases for further

studies of the problems in hope for possible solution in the future.





