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Corporate Governance Codes and Groups of Companies:
In Search of Best Practices for Group Governance

by

DÁNIEL GERGELY SZABÓ*
and

KARSTEN ENGSIG SØRENSEN**

Many listed companies are part of a group of companies and therefore they are facing the
special challenges of effecting group governance. Group governance will involve balancing
the interests of the group against the interests of the individual companies in the group.
Finding the right balance between these two is not always easy, which is confirmed by that the
Commission has announced its intention to facilitate the recognition of the concept of ‘group
interest’ in EU company law.
We have analysed a number of corporate governance codes to see how they address the issue of
group governance.We initially examined48 codes, but selected 16 codes for detailed analysis. In
the codes analysed we have found some recommendations for how groups of companies should
be governed, but they are often found in different codes, often apply to a broader category of
situations, not specifically group situations, and in some cases point in different directions.
Therefore, it seems fair to say that the current recommendations for group governance are
fragmented and superficial. Sincewe have analysed those codes that, based on our initial survey
of 48 codes, weremost likely to contain recommendations on these issues, the recommendations
ongroupgovernance in other codes are evenmore likely to be fragmentedornon-existent.
Therefore, there seems to be a need formore clarity on group governance and theCommission’s
intention to address the issue of group interest should bewelcomed.However, since there is little
consensus onwhat constitutes good group governance, considering the often opposing strategies
underlying the analysed codes’ recommendations, the Commission also has a difficult task if it
decides to take steps to operationalise the recognition of group interests.
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1. Introduction

The governance of groups of companies presents a number of special issues if
the ambition is to integrate the group’s activities to some extent either by
coordinating the activities of the companies in the group or by facilitating
intra-group transactions in the form of trade in goods and services, sharing
resources including financial facilities. Group governance1 will involve balan-
cing the interests of the group against the interests of the individual companies
in the group. Finding the right balance between these two is not always easy,
which is confirmed by the fact that the Commission, after a broad consulta-
tion, has announced its intention to facilitate an EU-wide move towards the
recognition of the concept of ‘group interest’.2 The backdrop for this initiative
is that it may not be clear to the members of the board of the subsidiary,3 nor to
the members of the board of the parent company,4 how the interests of the
group should be balanced against the interests of individual subsidiaries. While
we are still waiting for the Commission’s initiative,5 it is reasonable to expect
that these issues are addressed in the corporate governance codes. This article
aims to examine to what extent this expectation is satisfied by the codes.

1 Sometimes the term ‘subsidiary governance’ is used instead. Group governance, however,
is a broader term as it also includes the governance of joint ventures and other entities
affiliated with the group without being subsidiaries. Even though we will focus on the
interaction between the parent and its subsidiaries, we prefer the term ‘group govern-
ance’, since the topic discussed here is closely connected with group law.

2 See the 2012 Action Plan: European company law and corporate governance, COM
(2012) 740, p. 15.

3 See Report of the Reflection Group on the Future of EUCompany Law of 2011, p. 60.
4 See The Informal Company Law Expert Group (ICLEG): Report on the recognition of

the interest of the group, October 2016, p. 29.
5 The Commission has been presented with some proposals on how to approach recogniz-

ing the interest of company groups. Apart from the proposal from ICLEG (see note
above), other proposal have been presented by Forum Europeaum on Company Groups,
“Proposal to Facilitate the Management of Cross-Border company Groups in Europe”,
ECFR 2015 pp. 299–306, and the group entitled European Company Law Experts
(ECLE), “A Proposal for the Reform of Group Law in Europe”, European Business
Organization Law Review 2017 pp. 1–49.
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We will focus on the corporate governance codes intended for listed com-
panies. Most listed companies are members of a group: while most of them
are parent companies with a multitude of subsidiaries, there are several ex-
amples of listed subsidiaries as well.6 Therefore, listed companies are facing
the issue of group governance, both as parent companies and as subsidia-
ries.

If the listed company is a parent company, it is confronted by a number of
questions on how to govern its subsidiaries and, in extension, the group: to
what extent should it supervise its subsidiaries, formulate group policies, and
elect the members of the board in its subsidiaries? In most jurisdictions boards
have the duty to govern the company, but not its subsidiaries.7 That listed
companies are supposed to consider the issues mentioned is however clear
from the fact that listed companies in the EU should include information
concerning the group’s risk management system and internal control system in
their consolidated management statements.8 Since the subsidiaries may handle
activities and assets that are vital to the parent company and its performance,

6 See, for instance, how the examination of the 50 largest listed companies in Australia,
Malaysia and Singapore shows that they had on average between 50–100 partly and
wholly owned subsidiaries, see Mak Yuen Teen & Chris Bennett: Governance of
Company Groups, CPA Australia, 2014, pp. 15–17 (available at http://www.iclifgover
nance.org/file/files/governance-co-groups.pdf). Additionally, the Mexican and Brazilian
authorities found that nearly all companies listed on their countries’ stock exchanges
are part of a group, see OECD, “Corporate Governance of Company Groups in Latin
America”, 2015, p. 9 (available at https://www.oecd.org/development/corporate-govern
ance-of-company-groups-in-latin-america-9789264241725-en.htm). Furthermore, our
own research shows that more than 80% of the companies listed on the Copenhagen
Stock Exchange in May 2016 (116 out of 143 companies) belonged to a group, see
Dániel Gergely Szabó and Karsten Engsig Sørensen, “Pursuing CSR Policy in Groups
of Undertakings – Insights from the Operation of Groups from Consolidated Non-
Financial Reporting”, European Company Law 2018 pp. 51–60. It is more difficult to
find statistical evidence of the number of listed subsidiaries, but recent research shows
that as many as 10.6% of the companies listed in Japan have a parent company, see
Hideki Kanda, ‘Corporate Governance in Japanese Law: Recent Trends and Issues’, 11
Hastings Business Law Journal (2015), pp. 69–83, at p. 75.

7 In some jurisdictions such a duty is however developing, see for instance on the discus-
sion in Germany Lukas Beck, ‘Konzernrecht für die Konzernwirklichkeit’, Die Aktien-
gesellschaft (2017) pp. 726–740 and Mathias Habersack in Peter Hommelhoff, Marcus
Lutter & Christoph Teichmann (Hrsg.): Corporate Governance im grenzüberschreiten-
den Konzern, 2017 pp. 270–289. For the position in the Netherlands see Loes Lennarts
in Hommelhoff, Lutter & Teichmann, ibid, pp. 135–138.

8 See recital 10 of Directive 2006/46/EC and what is now Article 29(2)(b) of Directive
2013/34/EU, on the annual financial statements, consolidated financial statements and
related reports.
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the governance of subsidiaries is often a very important issue for groups that
include listed companies. Since there are different ways to handle subsidiaries,9

one would expect the corporate governance codes to address how the groups
should approach this issue the best way. Additionally, the position of share-
holders of the listed parent company may be affected if an important part of
the business is run through subsidiaries that are primarily run by the manage-
ment of that company under the supervision of the parent company as its
shareholder, creating an additional layer of management-shareholder relation-
ship between the parent company’s shareholders and the subsidiary.10 Thus,
the shareholders may not have the same influence over the activities conducted
in the subsidiaries as they have over activities run by the listed parent company
itself. One could expect that the codes would address how the shareholders of
the parent company should be involved in the decision to form subsidiaries
and maybe even in essential decisions made by the subsidiaries’ boards.

On the other hand, in case of listed subsidiaries the question arises to what
extent the management of the company should adhere to a group agenda,
especially if it is detrimental to the company’s minority shareholders. In this
case, the board is facing the problems to what extent they may subordinate
themselves to the group policies and directions given by the parent company
and how they should balance the interests of the company, and, in extension,
that of the minority shareholders and other stakeholders, with the group
interests when they have dealings with the parent company.11

9 For instance, subsidiaries may have more or less autonomy, see Bongjin Kima, John
E. Prescott, and Sung Min Kim, ‘Differentiated governance of foreign subsidiaries in
transnational corporations: An agency theory perspective’, Journal of International
Management, vol. 11, 2005, pp. 43–66; and Geoffrey C. Keil, Keven Hendry and Gavin
J. Nicholson, ‘Corporate Governance Options for the Local Subsidiaries of Multina-
tional Enterprises’, Corporate Governance: An International Review, 2006, Volume 14,
Issue 6, pp. 568–576.

10 For this reason, it has been discussed in German law whether the decision to spin-off
part of the business to a subsidiary should be confirmed by the shareholders, see for
instance Richard M. Buxbaum, Extension of Parent Company Shareholders’ Rights to
Participate in the Governance of Subsidiaries, 31 Am. J. Comp. L. 1983, pp. 511–519
and Marc Löbbe, ‘Corporate Groups: Competences of the Shareholders’ Meeting and
Minority Protection – the German Federal Court of Justice’s recent Gelatine, Macrotron
Cases Redefine the Holzmüller Doctrine’, German Law Journal 2004, pp. 1057–1079.

11 Controlled companies, a category of which subsidiaries constitute a subset, face a variety
of different challenges which have all been well researched. The topic, especially ‘family-
controlled companies’, is paid much attention both in academic literature and in policy
research, see, for example, Börje Boers, Torbjörn Ljungkvist, Olof Brunninge, Mattias
Nordqvist, “Going private : A socioemotional wealth perspective on why family
controlled companies decide to leave the stock-exchange”, The Journal of Family
Business Strategy, Volume 8, Issue 2, 2017; Steve Mader and Kerry Moynihan, “Gov-
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Often, groups are not clearly regulated in national company law, which is one
of the reasons why it has been suggested to partly harmonise the issue in the
EU.12 The fact that the law is not clear should not mean that the issues should
not be dealt with in the Corporate Governance Codes. The codes should make
recommendations that go beyond the rules laid down in national company law.
In fact, recommending to comply with the law on a ‘comply or explain’ basis
does not make much sense. Thus, the fact that national company law is silent
or unclear should not hinder the codes from addressing the issue. The codes
should reflect best practices based on the experiences of those who have been
members of boards of directors. Since experienced board members must also
have encountered the group-related issues mentioned above, they are well
positioned to offer their view on possible courses of action and best practices
when planning to impose a group-wide policy on subsidiaries or having to
balance group interests and the interests of the company they are managing. If
the codes do not offer such guidance, it would leave less experienced board
members in limbo when first confronting these questions.

First, we have examined a large number of codes to form a first impression of
the extent to which they regulate group governance issues, see section 2.
Subsequently, we have selected a small subset of codes for a closer examination
to establish which issues of group governance they address, see section 3.
Given that most codes only have relatively limited recommendations addres-
sing group issues, we have aimed to select those codes which were expected to
reveal the most details on group governance. Finally, in section 4 we have
evaluated and discussed the findings of the analysis of the Codes. Section 5
concludes the article.

ernance at controlled public companies”, Corporate Board, Volume 26, Issue 155, 2005;
Annalisa Prencipe and Sasson Bar-Yosef, “Corporate Governance and Earnings Man-
agement in Family-Controlled Companies”, Journal of Accounting, Auditing & Fi-
nance, Volume 26, Issue 2, 2014; IRRC Institute, “Controlled Companies in the Stan-
dard & Poor’s 1500 A Follow-up Review of Performance & Risk”, available at: <http
s://irrcinstitute.org/wp-content/uploads/2016/03/Controlled-Companies-IRRCI-201
5-FINAL-3-16-16.pdf>, last accessed 13-8-2018, March 2016; and IRRC Institute,
“Controlled Companies in the Standard & Poor’s 1500: ATen-Year Performance and
Risk Review”, available at: <https://irrcinstitute.org/wp-content/uploads/2015/09/FIN
AL-Controlled-Company-ISS-Report1.pdf>, last accessed 13-8-2018, October 2012.

12 See Report of the Reflection Group on the Future of EU Company Law of 2011,
pp. 59–60. For a comparative study also outlining the duty of directors in group
situations, see also the study from the Commission prepared by Carsten Gerner-
Beuerle, Philip Paech & Edmund P. Schuster, ‘Study on Directors’Duties and Liability’,
April 2013, (available at http://ec.europa.eu/internal_market/company/docs/board/201
3-study-analysis_en.pdf) and Peter Hommelhoff, Marcus Lutter & Christoph Teich-
mann (Hrsg.): Corporate Governance im grenzüberschreitenden Konzern, 2017.
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2. An overview of group governance in the corporate governance codes

To examine the extent to which the above-mentioned group governance issues
are addressed and to gain a more global understanding of the trends and best
practices emerging in relation to group governance we have examined a num-
ber of corporate governance codes from a variety of jurisdictions.13 We have
chosen codes applicable to listed companies in general over sector specific
codes as group issues have a special status in some sectors.14

As the first step of our research, we aimed to establish if the examined
corporate governance codes discuss group issues at all, because previous
research has shown that upcoming and less established areas of corporate
governance are rather slow to find their way in corporate governance codes.15

We have been searching for common terms related to groups in the codes and
tallied the numbers of occurrence of each search term in each code.16 In the
course of tallying, we have made no distinction between terms appearing in the
recommendations, in the explanations of recommendations, or in other parts
of the codes, but we only counted the occurrences if they were related to group
governance. The results enabled us to narrow down our investigation to the

13 As part of the initial research, the codes of 47 countries, Australia, Austria, Bangladesh,
Belgium, Brazil, Bulgaria, Canada, China, Croatia, Cyprus, the Czech Republic, Den-
mark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, India, Indonesia,
Ireland, Italy, Japan, Latvia, Lithuania, Luxembourg, Malta, the Netherlands, Norway,
Pakistan, Poland, Portugal, Romania, Russia, Singapore, Slovakia, Slovenia, South
Africa, South Korea, Spain, Sweden, Switzerland, Taiwan, Turkey, the UK, the USA,
and the 2015 model code of the OECD have been examined. The codes have been
downloaded from the European Corporate Governance Institute’s website. Only codes
available in English language have been used for the research, which disqualified some,
otherwise prospective countries’ codes. See European Corporate Governance Institute,
‘Index of Codes’, <http://www.ecgi.org/codes/all_codes.php>, last accessed 13-8-2018.

14 This is most clear in the banking and insurance sectors, as the legislators have imposed
requirements on these institutions to ensure their subsidiaries’ compliance. See also
Yannick Hausmann and Elisabeth Bechtold, ‘Corporate Governance of Groups in an
Era of Regulatory Nationalism: A Focused Analysis of Financial Services Regulation’,
European Company and Financial Law Review, 2015, pp. 341–371, and W. Richard
Frederick: Challenges in Group Governance: The Governance of Cross-Border Bank
Subsidiaries, IFC, 2014.

15 See, e.g., Daniel Gergely Szabo and Karsten Engsig Sørensen, ‘Integrating corporate
social responsibility in corporate governance codes in the EU’, European Business Law
Review, Volume 24, Issue 6, 2013, pp. 814–816.

16 The four search terms used for this analysis were ‘group’, ‘subsidiar’, ‘parent’, and
‘holding’, all of which are fundamentally connected to the topic of corporate groups but
are less likely to be used colloquially in the corporate governance codes, see Table 1 in
the Annex.
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codes that are most likely to contain recommendations related to group
governance.17

We have also considered whether there is a likely explanation why the selected
16 codes had the highest occurrences of group specific terms.18 It is impossible
to show definitive trends comparing the publication dates of the codes.
Though the year-by-year comparison of the average number of occurrences of
group-related terms per code showed an increasing trend, see Graph 1 in the
Annex, drawing definitive conclusions from this is not possible due to the
small sample size and that occurrence number changes between older versions
and new versions of the examined codes were not investigated. The continental
breakdown of the codes and term occurrences did not show significant trends
either, see Graph 2 in the Annex. This, just like in the case of the year-by-year
comparison, is due to the limited sample size of the codes that can be examined
and the consequent volatility. It seems also difficult to conclude that there is a
correlation between the number of group-specific terms and the regulation of
groups. There is no correlation between the extent of the regulation of group
law in a country and the number of group-related terms in its code.19 There is
equally no correlation between recognition of group interest in company law
and the number of group-related terms.20 Consequently, it seems difficult to
conclude which factors influence corporate governance codes to address group
governance issues.

17 For the detailed research 15 countries, Austria, Bangladesh, Belgium, Cyprus, Finland,
France, Greece, Hungary, Italy, Luxembourg, Pakistan, Russia, Slovakia, Spain, Turkey,
and the 2015 model code of the OECD have been selected.

18 While the selected codes are seemingly from a random set of jurisdictions, many of
which are not considered to be in the forefront of corporate governance development,
this is not affecting the analysis detrimentally. Previous research shows that innovations
in the developing areas of corporate governance do not necessarily come from the
jurisdictions with the most developed corporate governance systems; quite the contrary,
jurisdictions at the forefront of some new trends of corporate governance appear to be
countries with less established corporate governance traditions. See Daniel Gergely
Szabo and Karsten Engsig Sørensen, ‘Integrating corporate social responsibility in
corporate governance codes in the EU’, European Business Law Review, Volume 24,
Issue 6, 2013, pp. 815–816.

19 For a recent overview of the regulation of groups in the EU, see the Informal Company
Law Expert Group: Report on the recognition of the interest of the group, October
2016, p. 24 (available at http://ec.europa.eu/justice/civil/files/company-law/icleg_re-
commendations_interest_group_final_en.pdf).

20 Several countries (Belgium, France, Hungary, Italy, Luxembourg and Spain), the codes
of which were selected for analysis, recognise the interests of the group to some extent,
while other selected countries’ codes do not, see the Report on the recognition of the
interest of the group, October 2016, p. 22.
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3. In search for best practices on group governance

After selecting the 16 codes that are likely to yield most recommendations
regarding group governance, we examined the group-specific recommenda-
tions found in these codes. We examined the codes as such and made no
attempts to find out how they are normally interpreted in literature and in
practice in the jurisdiction where they are applied.

When looking at the group-related terms, it became clear that they are not only
infrequent but neither are they always used in a context that addresses the core
group governance issues examined here. Thus, group terms are often used to
ensure that the recommendations of the codes are not circumvented in groups
by letting e.g. a subsidiary do what the parent company should not do. This
includes recommendations according to which the rules addressing different
aspects of the remuneration for directors are expanded to include remunera-
tion received from other companies in the same group.21 Recommendations
regulating how directors should handle conflicts of interest when dealing with
the company are extended to dealings of the directors with other companies in
the group.22 Restrictions on loans to directors are extended to include loans
from other companies in the group,23 and recommendations on limitation or
notification of directors’ acquisitions of shares in the company are extended to
acquisitions of shares in other companies in the group.24 Some codes also
address different issues related to consolidated accounts and the audit thereof.25

In a few instances, recommendations relating to takeover were found.26 Even
though these recommendations are likely to have an impact on the working of
groups, they do not directly address the question regarding how groups
should be governed, and therefore we have abstained from analysing them
further. This excludes nearly half the group-specific rules from our analysis.

To analyse the remaining rules that address group governance it was necessary
to take up a functional approach and include recommendations that are not
directly addressed at groups but nevertheless affect group governance. For
instance, there are numerous recommendations that regulate the relationship
to controlling shareholders, undoubtedly covering relations to parent compa-
nies, and may ultimately affect how the parent company can implement group

21 Such rules were found in the codes from Austria, Belgium, Cyprus, Finland, France,
Greece, Hungary, Luxembourg, Russia and Slovakia.

22 See the codes from Austria, Cyprus, Greece, Hungary, Luxembourg, Spain and Turkey.
23 See the codes from Austria, Cyprus, Hungary and Russia.
24 See the codes from Bangladesh, Belgium, Finland, France and Russia.
25 See the codes from the OECD, Austria, Bangladesh, Belgium, Hungary, Luxembourg,

Slovakia and Spain.
26 See the codes from Austria and Russia.
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governance. We also found it necessary to distinguish between the situation
where the listed company is a subsidiary and the situation where the listed
company is a parent with one or more subsidiaries, due to the different
challenges inherent in these situations.

Since different governance structures exist in the different jurisdictions, these
differences are often reflected in the codes. For our purpose, in most cases it is
unnecessary to go into the finer points of the operation of the one and two-tier
systems and therefore we will use the broader term “board” when discussing
the duties and composition of the management organs.

3.1. The listed company as a subsidiary

As briefly mentioned in section 1, being a listed subsidiary comes with its own
set of challenges. In a listed subsidiary the board is confronted with the fact
that while the company is a listed public company with all the responsibilities
associated with that, including fiduciary duty to all of the company’s share-
holders, the company is not entirely independent, but is a controlled member
of a group. One would expect that the codes would address the question
whether the company’s status as a subsidiary, or in broader terms a controlled
or closely held listed company, should affect the composition and/or the
functioning of the board or the duties of the board and the board members.

Before beginning our review of the recommendations of the codes applicable
to listed subsidiaries, it is important to briefly address the concepts of control
in different jurisdictions. This is important because few codes address group
situations specifically; they tend to deal with the broader category of con-
trolled companies, may the control be exercised by another company or by an
individual. While there is no globally accepted definition of control, the defini-
tions contain the same core elements with minor variations. The core element
of control is the ability of a parent company, or a person or group according to
some rules,27 to exert significant influence over the company principally by
exercising voting rights, but also via other means.28 For the purpose of this

27 See, for instance, Nasdaq’s definition of control, see the Securities and Exchange
Commission, “Self-Regulatory Organizations; The NASDAQ Stock Market LLC;
Notice of Filing and Immediate Effectiveness of Proposed Rule Change to Clarify
Nasdaq’s Definition of ‘Controlled Company’”, Release No. 34–59424; File No. SR-
NASDAQ-2009-009, 2009, p. 2.

28 See, for example, the rules of the EU’s Consolidated Accounting Directive and the US
Securities Act of 1933, see Directive 2013/34/EU of the European Parliament and of the
Council of 26 June 2013 on the annual financial statements, consolidated financial
statements and related reports of certain types of undertakings, amending Directive
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article, the minor differences regarding who may exert this control are largely
irrelevant, since (parent) companies are always included in the definitions as
entities that can exert control.

Firstly, we take a look at the recommendations on principles related to the
duties of the boards and board members of listed subsidiaries included in the
corporate governance codes, see section 3.1.1. Arguably, it is rather difficult to
provide simple and easily applicable standards in codes of limited length on
how the performance of the duties of the listed subsidiary’s board should look
like in order not to favour the parent company’s interests or the group interests
unduly over the interests of the subsidiary and its shareholders. It is much
easier to provide formal recommendations ensuring some measure of indepen-
dence of the directors and board members of the subsidiary to achieve the same
goal. Therefore, secondly, we look at the recommendations of the codes related
to the independence of the directors and supervisory board members,29 see
section 3.1.2. Finally, the related-party transactions involving listed subsidi-
aries are scrutinised, see section 3.1.3.

3.1.1. Duties of the board and board members

We have analysed descriptions of and recommendations about the duties of the
board in the codes looking for indications on how the board should act if the
listed company is a subsidiary. Most codes lay down some vague, overarching
principles about the role of the board, which generally include references to
the necessity that board members are aware of all the relevant facts,30 that they

2006/43/EC of the European Parliament and of the Council and repealing Council
Directives 78/660/EEC and 83/349/EEC, OJ L 182, 29.6.2013, Article 22(1)-(2) and
Preamble (31); and Securities Act Rule 405 [17 CFR 230.405]. For further information,
see Christopher Nobes, ‘The development of national and transnational regulation on
the scope of consolidation, Accounting’, Auditing & Accountability Journal, vol. 27,
issue 5, 2014, pp. 1005–1006; and Gitte Søgaard, ‘Introduction of a Group Definition in
the New Accounting Directive: The Impact on Future Accounting Regulation’, Eur-
opean Company Law, Volume 11, issue 5, 2014, p. 235.

29 It has to be noted that the directors’ independence is not to be confused with the concept
of independent directors. While there is a definite overlap between these concepts, when
assessing the codes’ recommendations related to ensuring a measure of independence of
the directors, it will not be taken into account whether the recommendations refer to the
‘independence’ or the absence of conflict of interests of executive or of non-executive
directors.

30 See, e.g., Italian Code, Recommendation 1.P.2. and OECDCode, Recommendation VI.
A.
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exercise the judgement of a prudent businessman,31 and that they primarily
pursue the interests of the company when performing their duties.32 However,
these principles are of little use ascertaining the interest of whom the board
should prioritise in a potential conflict situation between the parent company
or the group and the listed subsidiary.

To alleviate this uncertainty, several codes go further and clarify that the board
and the board members of any company, including listed subsidiaries, owe a
duty of loyalty to the company and all its shareholders33 or that when perform-
ing their duties, they have to treat all shareholders equally.34 This would
suggest that these codes view listed subsidiaries more like separate, indepen-
dent companies than parts of a group and hence entities with limited autono-
my. However, considering that these statements are usually included in princi-
ples, are not actual recommendations of the codes, and that not even the ‘duty
of loyalty’ has the exact same form and content in all jurisdictions, most codes
only imply that listed subsidiaries should be treated as separate entities, rather
than expressly suggesting it.

There are a few codes that address the issue of balancing the interest of
controlling shareholders with the interest of minority shareholders. The Slova-
kian Code states that “The duty of loyalty primarily forbids the board mem-
bers to prefer their own interests, the interests of only certain shareholders...”35

A very similar statement is found in the Austrian and Belgian Codes.36 The
Greek Code also remarks that equal treatment should include minority share-
holder protection.37 Finally, the Finnish code states that “A director does not
represent the interests of the parties who have proposed his or her election as a
director”, thereby clarifying that directors, even if proposed by the parent
company or its board, should not only represent the interests of that company.
Another interesting remark is included in the Italian Code that, although
requiring the submission of material transactions of the listed subsidiary to the
parent company’s board, it does not recommend prejudicing the autonomous
management of the subsidiary.38

31 See, e.g., Greek Code, p. 12.
32 See, e.g., Greek Code, p. 7; Hungarian Code, 2.1.E; Pakistani Code, Recommendation

iv; Russian Code, Recommendation 2.6; and Spanish Code, Recommendation 12.
33 See, e.g., Finnish Code, p. 22; OECD Code, Principle II.G.; and Slovakian Code,

Recommendation V.A.
34 See, e.g., OECD Code, Principle VI.B; Russian Code, Recommendation Rec. 2.6.1. and

Spanish Code, Recommendation 12.
35 Slovakian Code, Notes to Recommendation V.A.
36 Austrian Code, Recommendation 22 and Belgian Code, para. 8.11.
37 Greek Code, p. 7.
38 Italian Code, p. 9.
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The OECD Code mentions the problem and suggests some solutions: “A
particular issue arises in some jurisdictions where groups of companies are
prevalent and where the duty of loyalty of a board member might be ambig-
uous and even interpreted as to the group. In these cases, some countries have
developed sets of rules to control negative effects, including by specifying that
a transaction in favour of another group company must be offset by receiving a
corresponding benefit from other companies of the group.”39 Despite this
recommendation and the trendsetting role of the OECD Principles, we did not
find any evidence in the other codes that this solution has been adopted.40 One
code, the Slovakian Code, merely stresses that the duty of the board is to act in
the best interest of the company and its shareholders in group situations.41

It is interesting to note that one of the codes goes the other way, recommend-
ing that listed subsidiaries, and other controlled companies, be exempted from
following the recommendations applicable to other listed companies and
treated as cogs in the machinery of a group. The Italian code states that the
board “...has the primary responsibility for determining and pursuing the
strategic objectives of the issuer and of the group of which it is a member...”42

Thereby, it seemingly makes group interests equal to the company’s own
interests. This seemingly strong position is, however, somewhat undercut by
the above-mentioned reference in the Italian Code to the autonomous manage-
ment of the subsidiary.43

To conclude, it appears that most codes do not specifically address the issue of
how the board should cope with the challenge of governing a listed subsidiary
that is part of a group. The codes that do address the problem seem to point in
different directions. More codes address the more general problem of balan-
cing controlling shareholder and minority shareholder interests, but again
without giving any guidance apart from recommending that the board should
be careful not to disregard the interests of the minority shareholders. All in all,

39 See OECD Principle II.G.
40 Naturally, the solution suggested by the OECD Principles may be adopted by national

company law. In fact, the solution of balancing negative and positive effects are often
part of national law, see the report of the Informal Group of Company Law Experts:
Report on the recognition of the interest of the group, October 2016, pp. 22–24. Even in
this case it would have been natural for the codes to explain in more detail what the best
practice for achieving such a balance is.

41 See Slovakian Code Recommendation V.A, where the comments to the Recommenda-
tion states: “It is a very important principle also for board members working within a
group of companies: although a company could be controlled by another company, the
duty of loyalty of a board member stipulated by the law relates to the company and all
its shareholders, and not to the company that controls the group.”

42 Italian Code, p. 8.
43 Italian Code, p. 9.
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the codes do not give board members any substantial advice on how they
should handle the group issues that are likely to occur.

3.1.2. The independence of the boards and board members

Independent directors have been seen for decades as the ultimate cure for many
of the ails of corporate governance, including the undue influence of control-
ling shareholders, such as parent companies.44 The most formal way of ensur-
ing that independent directors have enough influence to avert such undue
influence, is to ensure that a certain number of directors are independent
directors. Board independence can be achieved by hard regulation or by
recommendations of the corporate governance codes that suggest independent
decision-making on the part of the directors.

It complicates comparing the different recommendations on this point that
while some recommendations apply to the management board, others apply to
the supervisory board. However, it is reasonable to summarise that, as the
Hungarian Code puts it, “in case of a unitary board structure, the indepen-
dence criteria should be applied against the Board of Directors, while in case of
a dual board structure against the Supervisory Board.”45 Thus, when we refer
to the board, it may refer either to the board of directors’ composition or that
of the supervisory board. The number requirement for non-executive directors
also complicates the review; however, we are only focusing on independent
directors in this article.

Most codes provide some kind of recommendation about the number or
proportion of board members who are suggested to be independent. Generally
speaking, the codes follow several patterns of recommending the amount of
independent directors. Most codes set out a weak recommendation or princi-
ple referring to a sufficient number or good balance of independent directors.46

44 See Wolf-Georg Ringe, ‘Independent Directors: After the Crisis’, in: Hanne S. Birk-
mose, Mette Neville, Karsten Engsig Sørensen, Boards of directors in European compa-
nies: reshaping and harmonising their organisation and duties, Alphen aan den Rijn:
Kluwer Law International, 2013, pp. 227–228; and Commission Recommendation of
15 February 2005 on the role of non-executive or supervisory directors of listed compa-
nies and on the committees of the (supervisory) board (Text with EEA relevance) (2005/
162/EC), Recital (7).

45 Hungarian Code, p. 5.
46 See, e.g., Hungarian Code, Recommendation 2.5.1.; Russian Code, Recommendation

2.4; Cyprus Code, Recommendation A.2; Greek Code, p. 8; and Spanish Code, Recom-
mendation II.3.11.
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Several codes recommend a proportion of independent directors on the board:
most often, the majority of the board47 or one third of it,48 but one fifth also
occurs.49 In addition, some codes also set a minimum number for the indepen-
dent directors, ranging from one to three directors or board members.50 Inter-
estingly, the Spanish Code lowers the bar in case the company is controlled. It
recommends that while usually half of the directors should be independent, in
cases when “...shareholders individually or concertedly [are] controlling over
30 percent of capital, independent directors should occupy, at least, a third of
board places.”51

The codes, without exception, contain clarifications about what constitutes the
independence of the directors. The difference is how they are defining this
independence. The majority of the codes define the independence of a director
as independence from, meaning having no business or personal relationships
with, the company and its management.52 Some codes also refer to connections
to associated companies and subsidiaries when defining independence of direc-
tors.53 From the perspective of group governance, it is highly relevant that they
also commonly refer to the independence of directors from shareholders;
however, in this respect there are several variations. While some of the codes
refer to independence from virtually any shareholder,54 others refer to inde-
pendence from ‘significant’, ‘key’, or higher stake shareholders,55 again others
refer to independence frommajority or controlling shareholders.56 Irrespective
of these minor differences, all these recommendations appear to aim at ensur-
ing that there are directors in a listed company that are independent of certain
shareholders, which always include parent companies. At the same time, only

47 See, e.g., Austrian Code, Recommendation 53 and Finnish Code, Recommendation 10.
48 See, e.g., Cyprus Code, Recommendation A.2.1; French Code, Recommendation 8.3;

and Italian Code, Recommendation 3.C.3.
49 See, Bangladeshi Code, Recommendation 1.2.
50 See, e.g., Austrian Code, Recommendation 54 and Belgian Code, Recommendation 2.3.
51 See Spanish Code, Recommendation 17.
52 See, e.g., Austrian Code, Recommendation 53; Finish Code, Recommendation 10;

French Code, Recommendation 8.2; Hungarian Code, Recommendation 2.5.1; Luxem-
bourg Code, Recommendation 3.5; Pakistani Code, p. 5; Russian Code, Recommenda-
tion 2.4.1; and Slovakian Code, Recommendation E.2.

53 See, e.g., Austrian Code, Annex I; Greek Code, Recommendation 2.5; Luxembourg
Code, Recommendation 5.1 and Appendix D; and Pakistani Code, p. 5.

54 See, e.g., Bangladeshi Code, Recommendation 1.2(ii).
55 See, e.g., Austrian Code, Recommendation 5.4; Finnish Code, Recommendation 10; and

Hungarian Code, Recommendation 2.5.1.
56 See, e.g., Cyprus Code, Recommendation A.2.3; Greek Code, Recommendation 2.3;

Luxembourg Code, Recommendation 3.5; Pakistani Code, p. 5; Slovakian Code, Re-
commendation E.2; and Turkish Code, Recommendation 4.3.6.g.
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one code addresses group situations directly when defining directors’ indepen-
dence.57

Finally, it is worth pointing out that despite the fact that independent directors
are viewed as the universal solution to several corporate governance issues,
some codes, while fully supporting the appointment of independent directors,
are very self-aware about the unfamiliarity of this institution in their jurisdic-
tions. For example, the Greek Code states that the limited pool of independent
directors in the country may “make it difficult for companies to meet Eur-
opean best practice by having a majority of their boards composed by inde-
pendent directors”.58 This is also the reason why Pakistan’s Code calls for “at
least one and preferably one third of the total members of the board as
independent directors”.59 Thus, while the institution of independent directors
is generally accepted, the starting point of policy makers, and in extension
companies and groups, from different jurisdictions could hardly be less similar,
which may serve as evidence why the codes tackle group issues so diversely.

To conclude, it seems that the recommendations on independent directors, if
complied with, may have the impact that the board of listed subsidiaries cannot
be composed exclusively of persons that are dependent on the parent company
or other companies in the group. The presence of independent directors, even
if they are only a minority, may help keeping the interest of the listed compa-
nies in focus when there is a need to balance the interest of that company with
the interest of the group. In short, these recommendations may influence how
far a listed subsidiary can be integrated into the group.

3.1.3. Related-party transactions:

Related-party transactions are transactions between a company and persons or
companies related to the company, such as directors and controlling share-
holders. The risk of these transactions is that the related party will use its
influence to transact with the company on more favourable terms than under
regular market conditions.60 This risk will also be present if a listed subsidiary
transacts with its parent company or with other companies in the group. If
such transaction are not being conducted at ‘an arm’s length’ or under normal
market conditions, such related-party transactions can rapidly decrease the

57 See, French Code, Recommendation 8.2.
58 See Greek Code, p. 9.
59 See Pakistani Code, p. 5.
60 See also the explanation to the OECDCode, Principle II.F.1.
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shareholder value for the minority shareholders of listed subsidiaries. There-
fore, we would expect this topic to be be tackled by many of the codes.

While we indeed found that most of the investigated codes tackle the issue of
related-party transactions in some form, not all codes cover related-party
transactions in situations where the transaction is conducted between a major-
ity shareholder, such as a parent company, and the listed company. There are
seven codes that clearly cover transactions between a listed company and its
parent company,61 and three that appear not to cover such transactions.62

Furthermore there are six codes that may cover such transactions, but where,
just based on reading the code, we simply cannot say whether they actually do,
because the concept of ‘related party’ is not clearly defined.63 The low number
of clear recommendations is not surprising as the topic of related-party trans-
actions is profoundly intertwined with the applicable accounting rules and
practices that tackle this issue in detail themselves. Generally speaking, the
codes seem to focus on transactions between listed companies (and their
subsidiaries) and the management of the company.64 Thus, though we are
positive that the vast majority of the examined jurisdictions, and in extension
the codes, cover transactions between parent and subsidiary companies, we can
only say for certain that a minority of the codes (seven out of sixteen) include
such transactions with parent companies.

If we focus on the codes that may potentially cover intra-group transactions,
we can see that they have slightly different solutions to how a listed subsidiary

61 See Cyprus Code, Recommendation 1.2(g) (covering transactions with shareholders
owning more that 5% of the share capital or votes); Finnish Code, Recommendation 28
(related parties are defined as those covered by IAS 24.9-12, which clearly covers the
parent and other members of the group); Greek Code (referring to related parties as
defined in IFRS 24, see p. 9); Luxembourg Code, Recommendation 5.7 (covering
transactions with companies that are part of the same group;, Russian Code, Recom-
mendation 289 (referring to related parties as defined by IFRS); Slovakia Code, Recom-
mendatin IV.a.6; and Spanish Code, Recommendation III.1.2.

62 See the Austrian Code, Belgium Code and the Hungarian Code.
63 See Bangladeshi Code, Recommendation 1.5(vi); French Code, Recommendation 20.2

and 23.2 (referring to procedure for related-party agreements – a procedure that is not
explained in the Code); Italian Code (which in Recommendation 6.C.8 refers to Consob
related-party transactions regulations, but does not expand on these nor explain them);
OECD Code, p. 13 (abstaining from defining related party); Pakistani Code, Recom-
mendation X and XXIX; Turkish Code, Art. 3(g) (referring to the Turkish Accounting
Standards for the definition of related parties).

64 See Austrian Code, Recommendation 23 and 24; Belgian Code, Recommendation 3.5,
3.6, and 6.7; Hungarian Code, Recommendation 2.6.1 and 2.6.2; and Russian Code,
Recommendation 79.
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should handle the codes.65 A few suggest that such transactions should be
merely disclosed,66 whereas the majority of the codes goes a step further and
recommend that the board should approve these transactions67 or at least
monitor them.68 A couple of codes recommend delegating the review of such
transactions to the audit committee.69 Only the OECD Code suggests that
the shareholders may approve such transactions, but not even this code takes
a firm stance on giving such power to the shareholders.70 The Finnish Code
just recommends that the listed subsidiary should adopt a decision-making
process to handle any conflict of interest associated with related-party transac-
tions.71

In summary, recommendations about related-party transactions are much
more numerous and this issue appears more uniformly tackled in the codes
than the duties of the board or the issue of independent directors. While we see
ample examples of references to group situations, this does not appear to be the
result of the codes’ increased attention to the issue of listed subsidiaries, at least
from the related-party transaction perspective. The codes, for the most part,
appear to be much more concerned with the mismanagement of corporate
assets, due to the agency of corporate boards and officers, than with the losses
minority shareholders of listed subsidiaries can suffer in cases where the
subsidiaries’ assets and/or profits are siphoned away for the greater good of
the group; though, we can find codes that venture in this direction as well. This
is reaffirmed by the fact that shareholders usually have little or no formal
influence on approving related-party transactions; this power is normally left
with the board.

65 On the different legal strategies to tackle related-party transaction see Reiner Krakman
and others: The Anatomy of Corporate Law: A Comparative and Functional Approach,
2017, pp. 145–169.

66 Bangladeshi Code, Recommendation 1.5(vi); Russian Code, Recommendation 289(4);
and Slovakian Code, Recommendation IV.a.6.

67 See Greek Code, Recommendation 4.1; Luxembourg Code, Recommendation 5.7;
Pakistani Code, Recommendation X(a) (if the Audit Committee recommends that the
board should give its approval); and Turkish Code, Art. 9(1).

68 See Cyprus Code, Recommendation A.1.11 and C.3.6.
69 See Cyprus Code, Recommendation C.3.6; Greek Code, p. 20; and Pakistani Code,

Recommendation X(a).
70 See the comment to II.F.1.
71 See Finnish Code, Recommendation 28.
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3.2. The listed company as a parent company

Whereas it is less common that the listed company is a subsidiary in a group, it
is very common that it is a parent company with one or several subsidiaries.72

Thus, it would be logical if the codes gave advise on how listed parent
companies should govern their subsidiaries, see section 3.2.1, including trans-
actions with their subsidiaries, see section 3.2.2. Possibly the codes could also
regulate the composition and duties of the board of the subsidiaries, see
section 3.2.3, and finally they could take into account how the shareholders of
the listed company may be affected by the fact that part of the business is
conducted through subsidiaries, see section 3.2.4.

3.2.1. How to manage and supervise the group

If the listed company is the head of a group, it raises the question to what
extent the board should govern not only the listed company but also the group
as a whole. Many codes take the starting point that the board is responsible for
managing the company but do not mention the group.73 A few codes, however,
do explicitly refer to the group. This is the case in the Austrian Code that
suggests that the management should manage the enterprise, which is defined
as the listed company and its subsidiaries.74 In the Italian Code it is also made
clear that the board has to manage the entire group, as it is recommended that
the board should “examine and approve the strategic, operational and financial
plans of both the issuer and the corporate group it heads, monitoring the
related implementation periodically; it defines the issuer’s corporate govern-
ance and the relevant group structure.”75 Other codes only vaguely indicate a
broader duty of the board to manage the group.76

72 See footnote 6.
73 See, for instance, Belgian Code, Principle 1.1-1.3; Cyprus Code A.1; French Code,

para. 3.1; Greek Code, Section A.1; OECD Code, Principle VI.D, which regulates the
duties of the board (see in contrast Principle VI.D.7, which mentions groups as it
suggests extending compliance programmes to subsidiaries). See also Russian Code,
para. 2.1; Slovakian Code, para. V (opening paragraph); Spanish Code II.1.3 (9); and
Turkish Code 3.5.1.

74 Austrian Code, para. 13 and the definition of the term ‘enterprise’ on p. 12.
75 Italian Code, para. 1.C.1.(a).
76 See Finnish Code, p. 9 and Luxembourg Code, para. 3.7 (”Directors must acquire an

excellent understanding of the company’s business activities, and of the group’s struc-
ture”). Two codes (Hungarian and Pakistani) do not seem to specify whether the board
should manage the company or the group.
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It is natural that the codes take the starting point that the board has the duty to
govern the company as the listed company need not have subsidiaries. This is
also the normal starting point in companies’ acts. Thus, the fact that the codes
take this stating point does not exclude that the codes intend the board to be
involved in the governance of subsidiaries if the listed company has such
subsidiaries.

Looking at other parts of the codes also confirmed that listed parent companies
should involve themselves in the subsidiaries’ governance. First, there are
several codes that suggest that the listed parent company should adopt group
policies.77 Both the OECD and the Slovakian Codes suggest that the company
should adopt a code of conduct and commit to the OECD Guidelines for
Multinational Enterprises.78 The suggestions of group policies indicate that the
listed parent company should be involved in the governance of its subsidiaries
to some extent. This is even clearer in the cases where it is specified that the
board should also ensure that the policies are implemented,79 as it confirms that
group policies are not merely suggestions but ‘instructions’ to the subsidiaries.
It seems odd that so few codes suggest the adoption of group policies, as such
policies seem to be very common in practice.80

77 See the Austrian Code, para. 11 (suggesting that the board should adopt a group
strategy) and the Italian Code 1.C.1(a) (indicating that the board should adopt a strategy
for the group). Along the same line see the Russian Code, para. 66 (indicating that it
should be determined what power the listed company should have in developing the
strategy for the subsidiaries).

78 See OECDCode, Principle V.C and Slovakian Code, para. V.C.
79 Only one code explicitly addresses the implementation of group policies, see Austrian

Code, para. 11 (suggesting that the board should discuss implementation of group
policies). However, as both the OECD Code and the Slovakian Code suggest the
adoption of the OECDGuidelines for Multinational Enterprises, it is worth mentioning
that this code suggests that the parent company should take steps to implement the
Guidelines in the subsidiaries, see Dániel Gergely Szabó and Karsten Engsig Sørensen,
Non-financial reporting, CSR frameworks and groups of undertakings: application and
consequences’, Journal of Corporate Law Studies, 2017, pp. 137–165.

80 Thus we have undertaken research that documented that out of 42 Danish listed
companies 32 had adopted group policies on different CSR-related areas often formu-
lated as Codes of Conduct or similar, see ‘Pursuing CSR policy in groups of under-
takings – insights in the operation of groups from consolidated non-financial reporting’,
European Company Law, Volume 15, Issue 2, 2018, pp. 51–60. See also the survey
conducted by Deloitte showing that 81% of the companies participating in a survey had
extended their own policies and procedures such as whistleblower policies to their large
subsidiaries, see Deloitte, “Governance of Subsidiaries: A survey of global companies’,
September 2013, p. 14 (available at https://www2.deloitte.com/content/dam/Deloitte/i
n/Documents/risk/Corporate%20Governance/in-gc-governance-of-subsidiaries-a-sur
vey-of-global-companies-noexp.pdf).
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Second, there are several suggestions in the codes that the board’s responsi-
bility to supervise the listed company extends to the supervision of the whole
group. Five codes make it clear that the board should ensure that it receives
information about the subsidiaries.81 This at least indicates that the board
should keep an eye on the activities of the subsidiaries. Other codes indicate
that internal control82 and risk management systems83 should be extended to
include subsidiaries. Again, others suggest that compliance systems should be
extended to include subsidiaries.84 Finally, the Russian Code states that the
internal auditor of the parent company can carry out internal audit in the
subsidiaries.85 In all these examples it is clearly assumed that the parent
company may access the subsidiary’s information. In fact, such presumption
is probably more widespread than these few examples indicate.86

Another form of supervision takes place when the parent company re-
quires certain decisions by the subsidiary to be approved by the board of the
parent company.87 Thus, in the Greek Code, it is suggested that the board

81 See Austrian Code, para. 34; Bangladesh Code, para. 5(iii)-(v); Greek Code, Annex II.2
(f) (information on transactions entered into by the subsidiary with related parties);
Italian Code, para. 1.C.6 (allowing the chair of the board to request the presence of
executives from subsidiaries at board meetings); and Russian Code, para. 144–145 (giv-
ing board members a right to get information on subsidiaries), and the same code,
para. 147 (the board should automatically be given information about a subsidiary).

82 See Italian Code, para. 1.C.1(c) and 7.C.1.(a) (including significant subsidiaries in the
internal control) and the Russian Code, para. 272(3). An indirect encouragement to have
internal control measures at group level can be found in the reporting requirement for
the consolidated corporate governance statement, mirrored in the Finnish Code, p. 55.

83 See Austrian Code, para. 9 (indicating that the board should be informed about risk
management in subsidiaries); Italian Code, para. 1.C.1(c) and 7.C.1(a) (including sub-
sidiaries in the risk management); Russian Code, para. 258(6).

84 See OECDCode, Principle VI.D.7 and Austrian Code, para. 21.
85 Russian Code, para. 272(3).
86 Our research on the implementation of CSR polices in Danish companies indicates that

the parent companies use different review mechanisms to ensure that the subsidiaries are
complying with group policies, including on-site inspections, see ‘Pursuing CSR policy
in groups of undertakings – insights in the operation of groups from consolidated non-
financial reporting’, European Company Law, Volume 15, Issue 2, 2018, pp. 51–60.

87 The survey conducted by Deloitte, “Governance of Subsidiaries: A survey of global
companies’, September 2013, p. 11, showed that as many as 84% of the groups partici-
pating required that certain actions of their subsidiaries should be approved by the
parent. In many jurisdiction, it is possible for shareholders to reserve the right to
approve certain decisions. Therefore, it may be possible to formulate the article of
associations of the subsidiaries in a way that allows the listed company to approve it.
Formally, that should normally take place at the general meeting of the subsidiary, but
the companies’ acts in some jurisdictions may allow to forego the formalities so that a
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should approve the transactions entered into by the subsidiary with a related
party.88 According to the Russian Code, the board should decide with a
qualified majority or majority vote on “material issues relating to activities of
any legal entities controlled by the company”.89 The same is stated in the
Italian Code: “Moreover, the issuers shall adopt adequate measures to ensure
that subsidiaries submit to the Board of the parent company, for prior review,
material transactions, without prejudice to the principle of autonomous
management, in the event that the subsidiary is also a listed company.”90 The
phrasing is interesting as it indicates that this recommendation only applies if
the subsidiary is not itself listed; thus, it acknowledges that it may be proble-
matic to subordinate the board of the listed subsidiary in this way, in a way
acknowledging the non-triviality of group governance issues.

Overall, less than half of the codes address how the board of the listed parent
company should engage in group governance. The recommendations are often
piecemeal and none of the codes has a comprehensive set of recommendations
of group governance, even though some codes are clearly better than other
codes. Those codes that do address group governance have different recom-
mendations suggesting that the listed company should formulate and even
implement group policies and group supervision covering its subsidiaries. It is
just as interesting that the majority of the codes do not address the issue even
though we know that this is an issue that the majority of listed companies need
to deal with.

3.2.2. Transactions with the subsidiaries

As explained in section 3.1.3, a fair part of the codes analysed contain some
form of recommendations about related-party transactions. It is not clear that
related-party transactions should always include transactions between a sub-
sidiary and its parent. Thus, according to the European definition of a related
party in the accounting directive (Directive 2013/34/EU), related-party trans-
actions include transactions between a parent company and its subsidiary, but
the directive allows the Member States to exempt the disclosure requirements
in case of transactions with a wholly owned subsidiary.91 A similar solution can

board meeting in the listed parent company may suffice. We assume, however, that such
an informal approach will be difficult if the subsidiary has minority shareholders.

88 See Greek Code, Annex II.2(f).
89 See Russian Code, para. 170(10).
90 Italian Code, p. 9.
91 See Directive 2013/34/EU, Article 17(1)(r).
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be found in a few of the codes as they exclude transactions between the listed
company and its wholly or partially owned subsidiaries.92 There is one code,
however, which makes it clear that transactions between a listed parent com-
pany and a listed subsidiary should be subject to disclosure.93 Most often the
definition of a related party are left to the companies to decide,94 or are not
addressed at all95 or there is a reference to a definition of ‘related party’ outside
the code.96

It thus seems that there is no uniform solution to whether transactions
between listed companies and their subsidiaries should be covered by recom-
mendations for related-party transactions. From the perspective of the listed
parent company it may be less important to ensure that such transactions are
taking place at an arm’s length, since even if profit is transferred to the
subsidiaries, the profit will still belong indirectly to the listed company. Only
in the case of a transaction to a partly owned subsidiary will the listed parent
company’s shareholder risk losing value.97 On the other hand, stakeholders
of subsidiaries may find it attractive to have transparency about transactions
potentially moving profit from the subsidiary to the listed parent company.
However, since the main aim of the codes is to ensure good governance of
the listed company and not its non-listed subsidiaries, it may make sense not
to submit a transaction with its wholly owned subsidiaries to related-party
transaction recommendations.98

In a few codes it seems that dealings that the subsidiaries have with related
parties will also have to be subject to the rules on related-party transactions

92 See OECD Code, Principle II.F.1 (suggesting that subsidiaries are not related parties)
and Finnish Code, Comments to Recommendation 28 (suggesting that wholly owned
subsidiaries are not related parties).

93 Spanish Code, Recommendation 2.
94 Slovenian Code, V.A.6 (giving some suggestions as to what is meant by a related party,

but seemingly leaving the decision to the companies).
95 Bangladesh Code, French Code, Italian Code, and Pakistan Code.
96 See Greek Code, p. 9 (referring to international account standards); Belgian Code,

para. 2.4/1(7) (referring to CoC Art. 11); Russian Code, para 289(4) (referring to inter-
national accounting standards); Turkish Code, Article 3(g) (referring to international
accounting standards).

97 If profit is transferred to the subsidiaries, it may, however, have other consequences for
the shareholders; for instance that there is less profit available in the listed company for
distribution as dividends.

98 Thus, according to the recent revision of the Shareholder Rights Directive 2017/828/
EU, Article 9c(6)(a), Member States can exempt transactions with wholly owned sub-
sidiaries from the normal rules adopted for related-party transactions.

718 Dániel Gergely Szabó and Karsten Engsig Sørensen ECFR 4/2018

Brought to you by | Aarhus University Library / Statsbiblioteket
Authenticated

Download Date | 3/26/19 10:40 AM



that apply to the listed parent company.99 Most likely, these rules presume to
cover transactions that a subsidiary has with parties that are related to the listed
company as opposed to parties that are related to the subsidiaries themselves.100

In three codes, the Italian, Greek and Russian codes, it is foreseen that such
transactions should also be approved by the board of the listed company.
Given that the rules on related-party transactions should reduce the possibility
of a controlling shareholder or board member using their influence to conduct
transactions with the company to their benefit, including transactions which
these persons enter into with subsidiaries would be prudent. The influence of
such related parties may also cover the subsidiaries, and there would be a
potential gap in the regulation if the subsidiaries were not covered.

To conclude, the rules on related-party transactions may in some cases affect
transactions between the listed parent company and its subsidiaries, and it may
also affect transactions that the subsidiaries enter into with parties that are
related to the listed company.

3.2.3. The composition and duties of the board of the subsidiary

An important issue for the parent company will be how to compose the
board of the subsidiaries. Should it mainly be composed of persons that are
independent or can it be composed of persons that are connected to the
parent, maybe even members of the board of the parent company? Whereas
many codes have recommendations on independent directors on the board of
the listed company, see section 3.1.2 above, these rules are normally not
extended to the board of the non-listed subsidiaries.101 Therefore, the codes
do not recommend independent members on the board of the subsidiary. If
anything, it seems that the codes facilitate that members of the subsidiaries’
boards are recruited among the members of the board of the listed parent
company. In several codes, the normal limit on the number of board seats
any person can have does not include seats on the board of subsidiaries or

99 See Greek Code, Annex II.2(f) and para. 4.1; Luxembourg Code, para. 5.7; and Turkish
Code, Article 9(1). The Russian Code, para. 321 also indicates that the company
should have some scrutiny of the transactions entered into by its subsidiary with
members of the listed company’s management bodies or persons controlling the listed
company. This is also the solution adopted in the new Shareholder Rights Directive
2017/828/EU, Article 9c(7).

100 However, Turkish Code, Article 9(1) refers to “their related parties”, which could
indicate that the group of related parties differs for the listed companies and the
subsidiaries.

101 Bangladeshi Code, para. 5(i) imposes the requirement for the composition of the board
of the listed company on the board of the subsidiaries.

719Corporate Governance Codes and Group GovernanceECFR 4/2018

Brought to you by | Aarhus University Library / Statsbiblioteket
Authenticated

Download Date | 3/26/19 10:40 AM



other boards in the group.102 Other codes suspend the application of the
normal rules of approval of taking up positions as board members in other
companies when the other board is in the same group.103 Such recommenda-
tions indicate that it may be common practice to appoint members of the
board of the listed parent company to the board of the subsidiary.104

The codes do not normally address how the board of the subsidiaries should
manage the subsidiary. As explained in section 3.1.1, there are only few indica-
tions in the codes about how the board should perform its duties if the listed
company is a subsidiary,105 but there are even less indications of what is
expected by the board of the subsidiaries of the listed parent company. The
only recommendation is found in the Spanish Code: “When various listed
companies belong to the same group, they should take appropriate steps to
safeguard the legitimate interests of all interested parties and to resolve con-
flicts of interest should they arise.”106 Thus, in case the subsidiary is also a listed
company, the integrity of the subsidiary must be observed. It seems natural to
conclude that for other subsidiaries there is no such need.

An exception to the reluctance to address the composition and duties of the
subsidiary may be found in the Cyprus Code, which states:

“Where a listed company applies the provisions of the Corporate Governance
Code it is deemed that the Code also applies to the whole Group of Companies
to which the Company belongs, namely also to the subsidiary through central
subcommittees as Central Audit Committee etc. Where the subsidiary compa-
nies of the listed company themselves maintain Committees which are referred
to in the Corporate Governance Code of the CSE, namely the Nomination
Committee, the Remuneration Committee and the Audit Committee, then the
subsidiary companies themselves must also apply the provisions of the Corpo-
rate Governance Code of the CSE.”107

102 See Austrian Code, para. 26 and 57; French Code, para. 18.2 and 18.4; Pakistan Code,
para. Ii; and Spanish Code, p. 28.

103 Austrian Code, para. 25 and Greek Code, para. 4.4.
104 It should also be mentioned that there are also a few examples of rules which may

restrict taking positions in several boards in the same group. For instance, Austrian
Code, para. 44, insists that members of the supervisory board should not be involved
in the executive management of the listed parent company or any of its subsidiaries. A
few codes also deny a director to be labelled as independent if that person holds a
position in the management of the subsidiaries, see Finnish Code, Recommendation
10.

105 Austrian Code, para. 22; Belgium Code, para. 8.11; and Slovakian Code, para. V.
106 See Spanish Code, para. II.1.2 and Principle 2.
107 See Cyprus Code, p. 4.
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The wording seems to indicate that the code in its entirety applies to subsidi-
aries. Another possible reading is that the code only applies to subsidiaries that
adopt the committees mentioned.

To sum up, there are indications in some codes that the listed parent company
should have members of its management sitting on the board of the subsidiary.
However, there is no express recommendation stating this. There are no
recommendations of how the board of the subsidiary should act as part of a
group with a listed parent company.

3.2.4. Special protection of shareholders of listed parent companies

If the listed parent company conducts important parts of its activities through
subsidiaries, the consequence may be that the shareholders of the listed com-
pany have less influence over these activities. Whereas the shareholders may
have a right to decide on or to veto certain important transactions undertaken
in the listed company, this would normally not be the case if similar transac-
tions were undertaken in a subsidiary: at most, the board of the listed parent
company decides on such transactions. Some of the codes suggest that the
board of the parent company should be involved in material transactions
undertaken by the subsidiary108 or transactions with related parties undertaken
by the subsidiary,109 but none of them recommend that the shareholders of the
listed parent company should be consulted about such transactions.

Instead, the codes limit themselves to protecting shareholders through disclo-
sure. Several codes make references to consolidated accounts that should give
the shareholder an overview of the activities of the group. The consolidated
accounts may offer information about the group structure, but few codes
contain additional suggestions about the disclosure of group structure. The
OECD Code does suggest that shareholders have the right “...to information
about the structure of a group of companies and intra-group relations. Such
disclosure should make transparent the objective, nature and structure of the
group.”110 This seems to suggest that the shareholders should be offered infor-
mation about the group structure below the listed companies, i.e. about sub-
sidiaries, joint ventures, etc. The Russian Code goes even further and suggests
that shareholders should not only have information about the group structure
but also information about the subsidiaries andhow these are governed.111

108 See Austrian Code, para. 35; Italian Code, p. 9; and Russian Code, para. 307.
109 See section 3.2.2 above.
110 OECDCode, Principle V.A.3.
111 Russian Code, paras. 287 and 296.
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4. Evaluating the codes from a group governance perspective

In overall terms, there are relatively few recommendations on groups in the 16
codes we have examined more closely. It should be recalled that we selected the
codes because of their higher likelihood of addressing the topic of group
governance; therefore, other codes are likely to have even fewer such recom-
mendations. Based on this, it seems fair to conclude that the issue of group
governance is a largely neglected issue in most codes.

Still, in someof the codeswedid find recommendations related to certain aspects
of group governance. There is not one code that contains a complete set of
recommendations concerning group governance. Even taken together the codes
do not present a coherent best practice for group governance as the solutions to
issues addressedoftendiffer andmany issues are not addressed at all.

Some codes have very open recommendations encouraging companies to con-
sider different aspects of group governance, and given that groups are very
different, this solution does have some merit.112 However, since the codes
should guide board members that are confronted with group issues, more
tangible guidance should be available. Codes are, after all, non-binding and the
groups are free to deviate whenever they think deviation from the recommen-
dations is appropriate.

The recommendations differ in situations where the listed company is a
subsidiary and where it is a parent company. Therefore, it seems appropriate to
evaluate the recommendations related to these two situations separately: for
group governance in listed subsidiaries, see section 4.1, for group governance
in listed parent companies, see section 4.2.

4.1. Group governance in listed subsidiaries

While we would have assumed a myriad of recommendations addressing the
special group governance issues in listed subsidiaries, we found very little
specific attention given to the situation of listed subsidiaries’ governance. Tak-
ing a functional approach, we can find some recommendations that will have an
impact on group governance when the listed company is a subsidiary, in
particular the recommendations on independent directors and related-party
transactions. However, since they are not designed to govern groups of compa-
nies, but designed to deal with a wider range of conflict of interests, they do not
form a coherent set of recommendations about group governance involving

112 For the OECD Code the approach makes even more sense, since the Code should be
adapted in several very different jurisdictions.
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listed subsidiaries. The fact that the codes do not address group governance
more specifically is rather unexpected. Still, the few recommendations we
found about listed subsidiaries exceed those found about listed parent compa-
nies.

This may be due to the fact that corporate governance codes are operating with
vague principles rather than specific and tangible suggestions, at least when it
comes to board duties. While they give a sufficiently clear picture about how
an individual company should be run under typical circumstances, they are of
little or no use in cases where the situation is more complicated than usually:
for example in situations where the listed company is controlled by another
company. The disconnect and potential conflict between the interests of the
group and the listed subsidiary would require more elaborate recommenda-
tions elaborating on the duties of the board in listed subsidiaries. While some
codes refer to the board’s duty to all the shareholders, which suggests a nod
toward the autonomy of the listed subsidiary, without more specific rules, it is
difficult to ascertain in a real life situation which direction the board should
decide. Only few codes actually address this, but there is no consistency
between how they address it.

A superficial observer may draw the conclusion that groups of companies are
not an issue in the jurisdictions from where the corporate governance codes
originate. However, this is clearly not the case, due to references to groups or
control situations from other perspectives, especially related-party transac-
tions. It is possible that the company laws of these jurisdictions themselves
contain rules about what duties the board of a listed subsidiary has in a conflict
situation; however, this hypothesis is discredited by the fact that other matters
settled by the local company laws are often cited and clarified in the codes.
Thus, it is more likely that conflict situations in listed subsidiaries’ boards are
either not or just partially tackled or that they are tackled on a case-by-case
basis. The lack of uniform approach to such situations appears to underpin
these hypotheses. Thus, it is likely that few jurisdictions give precise guidance
on how to balance group interests and the interests of the listed subsidiary, as
also evidenced by the general lack of sophisticated group law in most jurisdic-
tions and the propensity to postpone this decision to the time of their actual
occurrence, in order to be able to take decisions on a case-by-case basis.

We found that the situation is strikingly similar in respect of independent
directors. While independent directors are touted as an all-round solution to
several corporate governance challenges and are amply provided for in the
recommendations, few codes reflect on the special challenges independent
directors of listed subsidiaries face. It also has to be acknowledged, though,
that most codes are at least tackling the formal issue of the number of indepen-
dent directors and also recommend that, at least some, independent directors
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are independent of certain shareholders, which usually includes the parent
company. However, there are significant differences between the codes: while
some codes suggest more independent directors in a control situation, other
codes suggest less. This again, can be attributed to the fact that legal and semi-
legal frameworks in most jurisdictions rarely appear certain about whether to
enable groups or set boundaries to their activities.

Just like in the case of listed subsidiaries’ directors’ duties, policy makers seem
uncertain whether they should favour a more uniform group policy, in which
case less independent directors are advisable of the listed subsidiaries’ board,
or if they should support minority protection by mandating a higher number
of independent directors on the listed subsidiaries’ boards. This hesitance is
evidenced by that the codes are addressing this issue in completely opposite
directions.

While recommendations about related-party transactions are generally much
more frequent and appear more uniform than the recommendations about the
duties of the board and about independent directors, this does not mean that
the codes tackle situations involving listed subsidiaries better. Although, the
codes make several references to group situations when tackling related-party
transactions, this is not the result of the codes’ increased attention to the issue
of related-party transactions involving listed subsidiaries. Most of the codes
appear to be much more concerned with the mismanagement of corporate
assets by corporate boards and officers than the potential losses of minority
shareholders of listed subsidiaries if the subsidiaries’ assets and/or profits are
diverted to other entities in the group. Thus, generally the codes focus much
more on transactions between listed companies and/or associated companies
and the management of the companies. In addition, even if codes cover intra-
group related-party transactions, slightly different solutions are employed by
different codes. Besides usually recommending the disclosure of such transac-
tions, several codes require the approval of such transactions by the board, but
only very few codes consider that shareholders should have some influence
over approving such transactions. However, none of the codes contained
specific recommendations addressing how to balance the interests of the sub-
sidiary and the group when a listed subsidiary is transferring resources to its
parent company or other companies in the same group. Thus, based on the
codes analysed, we are far from a situation where the recommendations on
related-party transactions effectively address group situations, but this does
not exclude that it would be possible to develop the rules on related-party
transactions to form part of group law.113

113 This type of reform has been proposed by the European Company Law Experts
(ECLE), “A Proposal for the Reform of Group Law in Europe”, European Business
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In summary, while the codes discuss the principles describing the directors’
duties, their independence and related-party transactions, only little appears to
be done in putting them into action in situations involving listed subsidiaries.
Only few codes actually appear to acknowledge that uncertainty exists in
respect of the directors’ duties in a group situation or in a control situation by
a shareholder, or that this may be a factor to consider regarding the directors’
independence. These codes seem to acknowledge that there may be a need to
be cautious that the listed subsidiary does not unduly suffer as a consequence
of its position in the group. We found that most codes do not try to address
these issues either way, possibly due to the uncertainty of whether to advan-
tage a unified group or protect minority shareholders. While related-party
transactions are more elaborately dealt with in the codes, the codes usually
consider transactions involving directors and corporate officers; suggestions
about intra-group related-party transactions involving listed subsidiaries and
about balancing the interests of the listed subsidiary and the group are lacking.

4.2. Group governance in listed parent companies

As it is clear from section 3.2.1, only a few codes address how listed parent
companies should govern their subsidiaries. It is not uncommon that listed
companies have subsidiaries and that they interfere with the government of
these subsidiaries and, therefore, is seems surprising that this issue is not
addressed in more detail in the codes. A likely reason for this may be that it
differs from jurisdiction to jurisdiction to what extent company law allows a
subsidiary to be subordinated to a group policy. Since listed companies are
likely to have subsidiaries in different jurisdictions it will be difficult to make
detailed uniform recommendation about the extent to which these subsidiaries
can be governed. Additionally, the consequences of integrating subsidiaries in
the group may differ from jurisdiction to jurisdiction. This uncertainty is one
of the greatest challenges for groups that operate in several countries and it has
been the main argument for a partial harmonisation of the issue in the EU.114

On the other hand, the legal uncertainty mentioned has not prevented most
international groups from formulating group policies and finding ways to

Organization Law Review, Volume 18, Issue 1, 2017, pp. 1–49. The authors’ analysis
of the hard law regulation of related-party transactions result in a conclusion very
similar to our conclusions on the codes. Thus, on page 42 they conclude: “Although
most legal systems have adopted provisions dealing with conflicts of interest between a
director and the company, the group dimension is generally not included.”

114 See also the Informal Company Law Expert Group: Report on the recognition of the
interest of the group, October 2016, p. 29.
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implement these policies; therefore, it should be possible to formulate some
recommendations on best practices in the area.

Another reason why the governance of subsidiaries is not addressed in more
detail may be that there is a fear that if very precise recommendations are
formulated, they may increase the likelihood of liability. If the code suggests
that a listed company should control its subsidiaries and how it should do that,
the stakeholders of the subsidiary may use this to argue that the listed company
is in fact controlling the subsidiary and therefore is responsible for any harm
done to it. This could result in claim of damages or other consequences under
the law applicable to the subsidiary (liability for directors of the subsidiaries,
minority protection rules, piercing etc.). It could also be that more precise
recommendations would make the liability of the listed parent company’s
board more likely. If a subsidiary suffers a heavy loss and it becomes clear that
the board did not supervise the subsidiary to the extent recommended in the
code, it may be easier to claim damages from the members of the board.

In most cases the standards for the listed companies are not made applicable to
the subsidiaries. Thus, the rules relating to transactions with related parties are
not extended to the subsidiaries and the rules on the composition and duties of
the board do not apply to the board of the subsidiary (unless the subsidiary
itself is a listed company). On the one hand, this solution seems appropriate as
the codes aim to ensure that the listed company is governed in the best possible
way. On the other hand, it makes less sense that the listed companies should be
able to avoid best practices by just outsourcing a part of the business activity in
a separate subsidiary with the consequence that outsourced business is subject
to a less stringent governance system since the code does not apply. If the rules
on the composition, duty and operation of the board are of the highest
standard, why not apply them throughout the group? If the recommendations
are extended to subsidiaries, it could be argued that the best practice the code
reflects may be ‘exported’ to jurisdictions that have less developed systems.115

115 The Corporate Governance Recommendations for Company Groups formulated by
the Latin American Companies Circle, November 2014, recommend that independent
directors are appointed to subsidiaries, both wholly owned and partially owned. The
recommendations are available at http://www.ifc.org/wps/wcm/connect/1f33860e-33f
b-441e-a5b9-f3d3f3b6eba3/Latin_American_Companies_Circle_CG_Recommendati
ons_for_Company_Groups.pdf?MOD=AJPERES. If one makes the comparison with
the CSR guidelines, it is clear that these guidelines normally intend to apply not only to
the parent company itself, but also to its subsidiaries. This top-down approach taken in
CSR frameworks is intentional as the agenda is to ensure that parent companies are
exporting the CSR guidelines and the policies they generate to subsidiaries that operate
in jurisdictions with less developed legal systems. See also the report by Olivier De
Schutter, Anita Ramasastry, Mark B Taylor and Robert C Thomson, ‘Human Rights
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Despite this, there are several explanations why it may make less sense to
extend corporate governance codes to subsidiaries of the listed company.
Firstly, subsidiaries are a much more inhomogeneous group than listed compa-
nies. Some subsidiaries are very small, and it would be very inappropriate to
require them to comply with the advanced model used in listed companies.
Furthermore, the subsidiary may be subject to foreign company law, which
does not allow for the regime outlined in the code applicable to the parent
company. It should be remembered that corporate governance codes still
partly reflect the local company law rules. Another reason for not extending
the application of the codes to subsidiaries is that this is likely to make
implementing group governance more difficult for the listed company. Thus,
the rules on independent directors and the duty to act independently from
controlling shareholders would make implementing group governance in the
subsidiaries more difficult. Also, if the rules on related-party transactions
applied to transactions between the listed companies and their subsidiaries and
between the subsidiaries, it would complicate such intra-group transactions.
From the listed parent company’s point of view such complications for im-
plementing group policies may not be desirable.

Given that most listed companies have subsidiaries, it is difficult to explain
why the codes do not address the position of the shareholders vis-à-vis the
activities of the subsidiaries. None of the codes suggest that the shareholders
should be consulted about material transactions undertaken by a subsidiary or
even the sale of any subsidiary. Furthermore, we only found one example of
recommendations ensuring greater transparency on group structures and gov-
ernance for the shareholders of the parent companies.116

Due Diligence: The Role of States’ (http://humanrightsinbusiness.eu/wp-content/up
loads/2015/05/De-Schutter-et-al.-Human-Rights-Due-Diligence-The-Role-of-States.
pdf) and Radu Mares, ’Business and Human Rights After Ruggie: Foundations, the
Art of Simplification and the Imperative of Cumulative Progress’ in Radu Mares (ed.),
The UN Guiding Principles on Business and Human Rights: Foundations and Imple-
mentation (Martinus Nijhoff 2011) 37–38, 41–44.

116 The Commission has suggested that they should adopt recommendations that ensure
more transparency on group structure (see COM(2012) 740, p. 15), but so far, it has
not come up with any proposal. The informal expert group has, however, made a
proposal for how it suggests such transparency rules should look like, see the Informal
Company Law Expert Group (ICLEG), Report on information on groups, March
2016, (available at http://ec.europa.eu/justice/civil/files/company-law/icleg-report-
on-information-of-groups-march-2016_en.pdf).
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5. Conclusions

In the codes analysed we have found some recommendations for how groups
of companies should be governed, but they are often found in different codes,
often apply to a broader category of situations, not specifically group situa-
tions, and in some cases point in different directions. Therefore, it seems fair to
say that the current recommendations for group governance are fragmented
and superficial. Since we have analysed those codes that, based on our initial
survey, were most likely to contain recommendations on these issues, the
recommendations on group governance in other codes are even more likely to
be fragmented or non-existent.

Therefore, there seems to be a need for more clarity on group governance, and
the Commission’s intention to address the issue of group interest should be
welcomed. However, since there is only little consensus on what constitutes
good group governance, considering the often opposing strategies underlying
the analysed codes’ recommendations, the Commission also needs to consider
how the recognition of group interest should be operationalised. If the Com-
mission manages to harmonise national company laws (or make recommenda-
tions) to clarify the extent to which subsidiaries can subordinate their interest
to that of the group, it is our impression that it will be easier to formulate
recommendations on group governance. The current reluctance to do so may
in part be due to the fact that in many jurisdiction it is uncertain to what extent
subsidiaries can submit themselves to group policies. If some of that uncer-
tainty were removed, it should be possible to formulate more precise recom-
mendations on group governance.

If theCommissionmanages to legitimise group interest, it is likely that theywill
also need to adopt certain safeguards for the subsidiaries submitting to group
policies. Again, the analysed codes do not seem to provide much inspiration for
this. There are a few codes that address the duty of directors in subsidiaries, but
these are not very specific when it comes to balancing group interests and the
interests of the subsidiary, even when talking about a listed subsidiary. Rules on
independent directors may be adopted to provide some protection for the
minority shareholders of the subsidiaries, but it is clear that in their current form
in the examined codes the recommendations on independent directors are not
formulated with the specific aim of handling group governance issues. In part,
the same is true to the recommendations on related-party transactions.

It may be possible to recast these recommendations to give the subsidiaries,
and in extension to their minority shareholders, protection against certain
unwanted consequences of centralised group governance, but the recommen-
dations we have found are insufficient to achieve this, mainly because they do
not seem to be specifically designed to solve group issues. Given this situation,
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it may be preferable if the Commission developed new, more group-specific
recommendations to deal with these issues.

ANNEX

Table 1:The Occurrence of Search Terms in the Codes

Search terms Group Subsidiar* Parent Holding

Australia (1) 1 0 0 0

Austria (54) 42 11 1 0

Bangladesh (14) 0 8 1 5

Belgium (15) 4 9 1 1

Brazil (12) 3 8 1 0

Bulgaria (0) 0 0 0 0

Canada (1) 0 1 0 0

China (0) 0 0 0 0

Croatia (13) 11 0 (but 4 on
daughter)

2 0

Cyprus (16) 6 10 0 0

The Czech Rep.
(1)

3 4 0 4

Denmark (8) 5 3 0 0

Estonia (12) 12 0 0 0

Finland (19) 17 1 1 0

France (28) 22 3 3 0

Germany (7) 7 0 0 0

Greece (15) 2 13 0 0

Hungary (18) 4 14 0 0

Iceland (2) 1 1 0 0

India (4) 1 2 0 1

Indonesia (3) 3 0 0 0

Ireland (0) (only
Annex)

0 0 0 0

Italy (27) 8 17 1 1

Basel Code 47 39 14 1

Japan (6) 0 4 2 0

Latvia (4) 0 2 2 0

Lithuania (9) 6 2 1 0
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Luxembourg
(16)

6 9 1 0

Malta (8) 1 4 3 0

The Netherlands
(0)

1 0 0 0

Norway (11) 8 0 3 0

OECD (21) 12 7 0 2

(OECD – 2004) 10 3 0 2

Pakistan (31) 3 11 0 17

Poland (1) 3 1 0 0

Portugal (3) 3 0 0 0

Romania (1) 0 1 0 0

Russia (14) 17 1 0 0

Singapore (9) 0 6 0 3

Slovakia (14) 10 3 1 0

Slovenia (2) 2 0 0 0

South Africa (13) 3 6 0 4

South Korea (11) 8 3 0 0

Spain (20) 17 3 0 0

Sweden (4) 1 2 1 0

Switzerland (5) 4 1 0 0

Taiwan (1) 0 1 0 0

Turkey (15) 2 13 0 0

The UK (4) 7 0 0 0

The USA (0) 0 0 0 0
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