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Abstract

This research introduces a new issue in corporate governance concerning conflicts of interest
between the general assembly of the holding company and that of its subsidiary. The first
chapter of this study articulates the framework of this issue and elaborates on several of its
applications. Subsequently, this issue is addressed through the proposal of a series of solutions,
categorized into two groups: those arising from specific legal principles and those pertaining
to the redistribution of powers within the general assembly. Additionally, it includes the
establishment of new powers for the general assembly of the holding company, thereby
granting it authority over certain matters that traditionally fall under the jurisdiction of the
subsidiary's general assembly.

The research found that the optimal solutions for addressing this conflict lie in the appointment
of independent board members for the holding company. These members, by virtue of law, are
also members of the general assembly of the subsidiary; therefore, their appointment as
independents may help mitigate the conflict between the two assemblies, as they will work to
achieve the company interests with neutrality and independence. Furthermore, the research
concludes that the members of the subsidiary's general assembly should seek approval from
the members of the holding company's general assembly for certain matters that present a
conflict of interest. Additionally, the research suggests that the principle of "comply or
explain,” adopted in advanced countries, serves as a remedy for conflicts of interest, as it would
prevent the subsidiary's general assembly from establishing Articles of Associations that serves
solely their interests.

Moreover, the study recommends granting the general assembly of the holding company
powers related to approving certain matters that fall under the jurisdiction of the subsidiary's
general assembly, including issues pertaining to the restructuring of ownership, such as matters
concerning the liquidation, merger, or sale of the subsidiary's assets.

Keywords: Corporate governance, conflict of interest, holding company, subsidiaries.
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<https://media.frc.org.uk/documents/UK_Corporate_Governance_Code_2024_Mythbuster_BdCPGog.pdf>
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13 Scott Powell, Corporate Finance Institute, Independent Director,
https://corporatefinanceinstitute.com/resources/career/independent-director/
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15 Lucian A. Bebchuk and Assaf Hamdani, Independent Directors and Controlling Shareholders, University of
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