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Corporate Governance of Financial Groups
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Abstract

Companies today, in particular banks, insurance companies and other financial institutions, increasingly
operate their businesses in a group structure. These financial groups have a growing presence in
markets worldwide and the economy as a whole. To do business effectively and efficiently in group
structures, corporate groups should be managed in a holistic and integrated manner, in much the same
way as an enterprise. Good governance of corporate groups should not therefore be very different from
that of a corporation with many departments and branches. Nonetheless, the idiosyncratic risks that
group structures bring about may require particular attention be paid to the governance of corporate
groups. Such risks include the complexity of group structures and responsibilities among member
companies in a multi-layered ownership structure across borders. The legal status of subsidiary
companies, which is different from departments or branches of a corporation, should be respected. The
governance of corporate groups needs to address inherent issues such as the dilemma of subsidiary
boards’ loyalty to the interests of the subsidiary versus the broader interests of the group, and the risks
associated with related party transactions. In the case of financial groups, particular consideration
should be given to the interests of depositors and insurance policyholders of each financial subsidiary.
Financial regulation increasingly establishes requirements for the governance responsibilities of the
boards of financial subsidiaries, while emphasising the overall responsibility of the ultimate parents of
financial groups.
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I. INTRODUCTION

Today it is common to see large companies form groups to conduct their activities, especially on a
cross-sector or cross-border basis. Companies create subsidiaries for various reasons: for separating the
risk of a new business, for setting a different remuneration system for certain employees, and popularly for
tax purposes. Corporate groups may also be formed through capital transactions between companies,
including mergers and acquisitions. In the case of large, internationally active corporate groups, it is not
rare to see a multitude of member companies within them. Corporate group structures have become
increasingly more complex worldwide.

The same phenomenon can be observed in the financial sector. Most if not all of large-scale banks,
insurance companies and other financial services providers have established a corporate group often with a
number of subsidiaries domestically and internationally. Financial regulation itself may give rise to group
formation by requiring a separately capitalised legal entity for certain financial businesses, such as banking
and insurance. In many jurisdictions, a bank and an insurance company must be segregated into different
entities, and by doing so concurrently, a group structure would need to be established. The recent global
financial crisis highlighted the risk contagion from risky investment banking activities to retail deposit
taking operations. In response, for example, the recent regulatory reforms in the United Kingdom requires
“ring-fencing” a deposit-taking institution from other parts of group businesses, an important influence on
the structures of financial groups in the United Kingdom.

Benefits and risks of group structure

Corporate groups, including financial groups, are formed based on business judgements, supported by
a variety of reasons, all within particular contexts. In some cases, a separate legal entity may be required
by law or regulation to start a certain business in the jurisdiction. In other cases, tax advantages may be the
main driver for setting up a subsidiary. Economically speaking, forming a group may potentially benefit
from economies of scale and scope as well as risk diversification (Lumpkin 2011). In the case of financial
groups, economies of scale may be present when member companies share common administrative
functions. Geographical diversification may lead to lower costs and a more efficient allocation of capital.
There may be economies of scope found in product cross-selling. For example, a bank in the group sells to
its customers an insurance product of an insurance company in the same group. The diversification of the
businesses may also contribute to lower failure risk of the group as a whole. Yet the magnitude of such
benefits depends considerably on the nature, conditions and environment of the businesses run by a
particular group.

Also, corporate group structures can give rise to idiosyncratic risks, which are largely derived from
the diversification and inter-connectedness of the businesses in a group. The first type of such risks is the
risk of contagion. The diversified businesses run by various members are naturally difficult to manage,
and troubles at the small corner of the group may be overlooked. In a group structure, these troubles could
bring about a big problem to the group as a whole through a capital nexus, intra-transactions or reputation.
As seen in the recent global financial crisis, the risk of contagion may pose a serious threat to financial
groups in particular as some types of financial businesses depend considerably on public confidence.

The second category involves those risks associated with intra-group transactions. The transactions
between member companies could be the source of benefits for group organisation, particularly with
reduced transaction costs. But they may also be used to transfer assets, profits or risks arbitrarily among
the constituent companies or purposefully among them, as in the case of tax arbitrage. Where regulated



financial institutions are involved in such transactions, there is the risk that the stability of the institutions
could be placed in jeopardy.

The third category includes the risks of concentration, conflicts of interest and double gearing, which
may be associated with the difficulty in coordination among various businesses in the group. The risk
concentration refers to the situation where a particular risk is accumulated by different parts of the group
unknowingly and unintentionally and it later turns out to be excessive for the group in general. In the
recent crisis, the US subprime loans were contained in various financial products, which later amounted
unexpectedly to highly significant amounts for some financial groups. The conflicts of interest may arise
when the group provides a variety of products or services for clients. In the financial context, the securities
arm typically underwrites bond issuing of the client, for example, knowing that the client intends to use the
raised funds to repay the loans from the banking arm. The risk of double gearing indicates that the same
capital pool may be used multiple times for the regulatory assessments. In a further illustration of the
point, the combined pool of capital belonging to the parent institution and its subsidiaries may be used in
calculating the regulatory capital for both the parent and the subsidiaries. On a consolidated basis, the
actual level of capital could in fact be far lower than calculated.

Types of corporate and financial groups

Corporate groups are incredibly diverse. Some groups consist of a few member companies, while
other groups involve hundreds or even thousands of members. Corporate groups are formed on the
controlling-controlled relationship, normally backed by majority shareholding in the case of stock
companies. In some cases, however, the ultimate owner is able to exercise control over member
companies with much smaller shareholding by use of the “pyramid” structure that contains multilayers
within the controlling-controlled relationship. For example, where the ultimate owner has 60% of
Company A, which has 60% of Company B, which has 60% of Company C, the owner can control
Company C effectively with 21.6% (=60%x60%x60%) ownership.

In many corporate groups, there are one or several ultimate parent companies that oversee the whole
group, although the degree of oversight ranges widely. Some ultimate parent companies are a pure holding
company that specialises in controlling and managing subsidiaries, while others are an asset management
company of a family that may or may not exercise active control over the group. Moreover, other ultimate
parent companies engage in real businesses by themselves. For financial groups, such businesses may be
financial or non-financial. Also, the ultimate parents may not be companies but individuals or states.

The ownership structure of controlled companies is also varied. They are normally the subsidiary
majority-owned by the parent, while 100% owned in many cases. They may also be a joint venture on
which more than one parent has control, or an associate company in which the investor (parent) has
significant influence by way of holding a strategic portion of the shares’. The ownership structure of
controlled companies is determined by business judgement of the (ultimate) parent, and may differ
according to the strategic positions of the companies in a given group.

Large corporate groups often involve listed companies. They may be the ultimate parents,
subsidiaries or both. The ultimate parents that manage family assets are normally private and unlisted,
while many holding companies are public and listed. Where a subsidiary in a group is listed, the protection
of minority shareholders draws a legal and regulatory attention.

! The International Accounting Standards state that a holding of 20% or more of the voting power (directly or

through subsidiaries) will indicate significant influence unless it can be clearly demonstrated otherwise (IAS
28.6).



Governance of corporate and financial groups

It may not be necessary to consider the governance of corporate groups separately from the subject of
corporate governance in general. The governance of the ultimate parent company cannot be too different
from that of the headquarters of a large-scale enterprise with a number of departments and branches. The
relationship between the parent and subsidiary can be regarded as a form of that of the company and its
major shareholder. In fact, the new G20/OECD Principles of Corporate Governance issued in 2015
(referred to hereafter as the G20/OECD Principles 2015) do not differentiate corporate groups in particular,
assuming they sufficiently apply to the companies in the group structure.

Yet, it may still be worthwhile to pay particular attention to the governance of company groups, for
example, in order to deal with the idiosyncratic risks that group structure brings about. The governance of
subsidiaries has great similarities with that of company branches, but there are considerable differences
derived from the different legal status. Some guidelines for the governance of corporate groups can be
identified as below.

Corporate governance of financial institutions may differ from that of non-financial entities mainly for
two reasons. First, due consideration to the interests of stakeholders other than shareholders is of much
more importance in the governance of financial institutions. Financial institutions normally have a number
of unsecured creditors such as depositors and insurance policyholders, and they have the social
responsibility to maintain sound and adequate management. Another important stakeholder is the financial
supervisors, who have the mission to protect insured creditors, taxpayers bearing the bailout costs in case
of insolvency, and the financial system as a whole. Second, financial businesses are intangible, and
complicated and therefore present additional challenges to manage properly. Moreover, financial
institutions need to pay close attention to reputation risk, which they are vulnerable to as their business
depends upon public confidence, and also to the compliance risk as a broad range of special regulations
and rules are applied to them.

The unique specifics of corporate governance of financial institutions are reflected clearly in
examining financial groups. The managerial complexity may be aggravated for financial groups that hold
a number of regulated and unregulated entities, and further for financial conglomerates that include the
businesses of more than one financial sector. In this field, the international bodies such as the Basle
Committee on Banking Supervision (BCBS) and the International Association of Insurance Supervisors
(1AI1S) as well as the OECD have relevant guidelines, which are attached here in the appendix.

Composition of this article

The rest of this article examines the corporate governance of corporate groups with particular
attention given to financial groups. The next section provides the international perspective for corporate
and financial laws on the governance of corporate groups. It finds that the legal approach varies among
jurisdictions. The third section looks into the corporate governance at a group level. The intention is to
identify good practices and regulatory consideration for group governance. In turn, the fourth section
illustrates the corporate governance at a subsidiary level. The regulatory concern here is to ensure the
soundness of financial subsidiaries. Then the governance and regulatory issues for the groups beyond the
border are discussed in the fifth section. The final session concludes.



Il. LEGAL FRAMEWORK FOR CORPORATE GROUPS

1. Corporate law landscape
Fiduciary duty of board directors

Generally speaking, corporate groups should be managed holistically, like an enterprise, in order to
fully benefit from the group formation. The headquarters at the ultimate parent home location oversee all
the businesses within the group, develop the group-wide strategy and give directions to the member
subsidiaries. The boards and management of the subsidiaries are expected to follow general or specific
directions. They are practically obliged to do so, as the directions are backed by the parent’s controlling
power based on shareholding.

In contrast to this reality, many company laws around the world stipulate the fiduciary duty of board
directors of a company that require them to act in the best interest of the company, not for the interest of the
majority shareholder. In ordinary cases, the problem would not surface, as the interest of the parent or the
group is generally aligned with that of the subsidiary. However, these interests can come into conflict
occasionally, which then puts the subsidiary directors into a dilemma. Where they perceive that the direction
of the parent is not for the best interest of the company, they need legally to refuse such a direction, otherwise
they could face civil and criminal charges, although such refusal often seems unrealistic.

To date, various attempts have been made worldwide to address this subsidiary dilemma in the
company law sphere. Reflecting the reality of corporate groups, the major attention has been directed to
how to provide leeway for the parent company to manage the subsidiaries in the interests of the whole
group. There appears to be essentially two different approaches for this: to give legitimacy to the
directions by the parent company over its subsidiaries; and to recognise the interest of the group for which
directors of the subsidiary can act.

Legitimacy for directions by the parent over its subsidiaries

The first approach is to establish the legal framework to permit the parent company to exercise
directions over its subsidiary for the interest of the group or the parent. In return for this authority, the
parent would bear the special liability for the loss incurred in the subsidiary by its influence, which
provides the protection for the minority shareholders and creditors of the subsidiary.

The often cited jurisdictions taking this approach include Germany, which has a codified corporate
group law for stock corporations. In the German law, two types of corporate groups are stipulated:
contractual and de facto.

A contractual group is formed when the parent and the subsidiary enter into the contract that gives the
parent the right to control the subsidiary. In a contract group, the management board of the parent can
issue direct instructions to that of the subsidiary even if the instructions disfavour the subsidiary, as long as
they serve the interest of the parent or the group and they do not threaten the existence of the subsidiary
(Troeger 2014). Moreover, the parent has the obligation to compensate the net loss of the subsidiary
annually, which provides protection for the interests of minority shareholders and creditors of the
subsidiary. The minority shareholders are also protected by the right to sell out their shares to the parent at
a fair price. In reality, however, contractual groups are rare in Germany (Hopt 2015).



When the parent has effective control over the subsidiary without such a controlling contract, a de
facto group is considered to form. In a de facto group, all acts and transactions induced by the parent that
disadvantage the subsidiary must be reported, audited and fully compensated within a year. If the parent
fails to compensate its negative influence over the subsidiary in a timely and appropriate manner, the
parent and its directors are jointly and severally liable for the damages to the subsidiary. The claim can be
brought by the management board of the subsidiary, and also by its shareholders as a derivative action
(Troeger 2014). It is noted, however, that the effective functioning of this framework depends on the
interpretation of the notions of “disadvantage” and “compensation” which may require time-consuming
judicial decisions.

The German model has been followed, to a greater or lesser extent, by many other European countries
such as Portugal, Slovenia, Croatia and Albania. By contrast, Austria and Poland have not chosen this
approach despite that their legal tradition is similar to that of Germany (EMCA 2015). Outside Europe,
Brazil and Turkey have similar legal frameworks for corporate groups.

Another example is Italy, which has introduced a special regulation for corporate groups in its Civil
Code in 2004. Under the regulation, when a parent company exercises direction or coordination in its
subsidiary company and acts against the entrepreneurial interests of the subsidiary company, the parent
company is directly responsible to the shareholders of the subsidiary company for any resulting loss of
income or loss of the value of their shares. The parent company is also liable to the creditors of the
subsidiary company for damage caused to the integrity of assets of the subsidiary (Andenas and
Wooldridge 2009). Though appearing to be influenced by German law, the Italian regulation is considered
to be more flexible than German one (EMCA 2015). Czech Republic had the German-type legal
framework, but the new Corporations Act in 2012 allows more flexibility in the management of corporate
groups.

Recognition of the interest of the group

The second approach to address the legal dilemma of subsidiary directors is to allow them to act in the
interest of the group. This approach has been developed mainly in the courts. The most cited example is
the so called “Rozenblum” doctrine derived from the French Supreme Court decision in 1985. In the
decision, the court recognised the interest of the corporate group and admitted a “group defence” in the
criminal case of the abuse of corporate assets (abus de biens sociaux), which is often used against self-
dealing. Such a “group defence” can stand when the following conditions are satisfied: i) the group is
characterised by capital links between the companies; ii) there must be strong, effective business
integration among the companies within the group; iii) the financial support from one company to another
company must have an economic quid pro quo and may not break the balance of mutual commitments
between the concerned companies; and iv) the support from the company must not exceed its possibilities,
or in other words, it should not create a risk of bankruptcy for the company (Conac et al 2007).

Other European countries, such as Belgium, Luxemburg, the Netherlands and Nordic countries,
follow this approach.

No special considerations to corporate groups

Unlike the jurisdictions mentioned above, the United Kingdom has neither a special legal framework
for corporate groups nor a court law comparable to the “Rozenblum” doctrine. Traditionally the United
Kingdom adheres to the concept of fiduciary loyalty of directors to the company, and its courts have
upheld firmly the principle of separate legal entity. Therefore, the governance issues associated with
corporate groups are also dealt with by the general corporate law provisions applied to standalone
companies. However, this does not mean that directors of a subsidiary company cannot take into
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consideration the interest of the group or the parent in their decision making. Section 172 of the
Companies Act 2006 stipulates that a director of a company must have regard to various factors including
the likely consequences of any decision in the long term. In reality, the conclusions derived from the UK
approach might not be very different from those of the French approach.

In many other jurisdictions, including the United States and Japan2, no statutory or court laws to permit
subsidiary directors to act just in the interest of the group have been established. Their fiduciary duty is
directed only to the company or its shareholders as a whole, not to the majority shareholders or the group. It
should be pointed out, however, that subsidiary directors may be protected by the business judgement rule
presumption in their decision making taking the interest of the group into consideration (OECD 2015c¢).

Having the similar legal tradition with the United Kingdom, Australia also has no comprehensive
framework for corporate groups in its Corporations Act 2001. However, the Act has the provision
concerning the parent-subsidiary relation which applies only to wholly-owned subsidiaries. The Section
187 of the Act permits a director of wholly-owned subsidiaries to act in good faith in the best interests of
the holding company, if the constitution of the subsidiary expressly authorises it, and the subsidiary is not
insolvent or does not become insolvent because of the act.

Protection of subsidiary creditors®

A subsidiary company is an independent entity that holds rights and duties on its own. The
shareholders of a limited liability company, including the controlling parent, do not have liability beyond
the amount invested in the company. Although the parent often provides financial support to its subsidiary
in distress to protect the interest of the group as a whole, it may let the subsidiary go bankrupt when the
parent considers it appropriate. In such cases, the creditors of the subsidiary cannot make claims directly
to the controlling parent in principle. While subsidiary creditors also benefit from the measures for
minority shareholder protection, they need to look after themselves by seeking collateral not only from the
subsidiary but also from the parent when necessary.

In many jurisdictions, however, some mechanisms have been developed to hold the controlling parent
liable for the subsidiary creditors, though the actual cases are limited. First, when a limited liability company
is in the vicinity of insolvency, the fiduciary duty of its directors could be enhanced to include possible efforts
to protect its creditors. The directors could be liable for their wrongful conduct in this regard, including for
negligence. In this context, the controlling parent could be liable if it is regarded as “de facto director” or
“shadow director” of the controlled subsidiary. The conditions for treating the parent as these directors vary
between jurisdictions. The UK Companies Act stipulates that a body corporate is not to be regarded as a
shadow director of any of its subsidiary companies by reason only that the directors of the subsidiary are
accustomed to act in accordance with its directions or instructions.* The French courts treat the parents as “de
facto manager” when they mix themselves in the management and control of the subsidiary.

Second, in many jurisdictions the doctrine of “piercing the corporate veil” is also used. It treats the
liability of the limited liability corporation as being held directly by the controlling shareholder. As it
stands against the general principle of limited liability, the courts apply it for very limited cases such as

2 Japanese Companies Act 2005 stipulates the responsibility of the board of directors to develop systems

necessary to ensure the properness of operations of the company and operations of group of enterprises
consisting of the company and its subsidiaries (Article 362). However, this provision is not normally interpreted
to provide the legal authority for the controlling company to exercise directions over its subsidiaries, nor for the
boards of the controlled subsidiaries to follow such directions.

This part draws substantially on Hopt (2015).
4 Section 252 (3) of the UK Companies Act 2006.
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where the corporation is created for a fraud purpose. It has been rarely used in Europe but more frequently
applied in the United States.

Third, in the group law established in such jurisdictions as Germany, the parent and its directors are
jointly and severally liable for the damage of the subsidiary incurred by their influence unless it is not
adequately compensated by the parent, which may serve as protection for subsidiary creditors. Moreover,
many countries have the mechanisms to protect subsidiary creditors in their insolvency law. For example,
in the insolvency proceedings, the claims of controlling shareholder are subordinated to those of other
creditors. In some jurisdictions, the insolvency courts can consolidate the proceedings of the member
companies of a group, merely procedurally or substantially.

2. Financial law perspective
Financial regulation for financial groups

Given their social responsibility to maintain sound management for numerous creditors, financial
institutions including inter alia banks and insurers, are subject to special regulation. And so are financial
groups which contain such institutions within, as the group or its ultimate parent has a significant influence
on the sound management of member financial institutions. For example, the Principles for the
supervision of financial conglomerates published by the Joint Forum in September 2012 (referred hereafter
as Joint Forum Principles 2012) start with the first principle stating: The legal framework for the
supervision of financial conglomerates should grant supervisors (including the Group-level Supervisor)
the necessary powers and authority to enable comprehensive group-wide supervision (Principle 1).

Various financial regulations concerning the corporate governance of financial groups are touched
upon in the following sections. This part focuses on the legal relationship between the controlling parent
and the controlled financial institutions.

Parent responsibility for a financial subsidiary

As described above, in principle, the controlling parent is not legally responsible for the subsidiary
debts. It does not have the obligation to assist the subsidiary in financial distress. Nevertheless, many
jurisdictions have financial regulations that require the controlling parent to ensure the soundness of its
financial subsidiaries and to support its financial subsidiary in financial difficulty when necessary. The
creditors of subsidiary financial institutions, inter alia depositors or policyholders, are protected by such
regulation although they may not have the civil right to claim to the parent.

In Japan, for example, the Financial Services Agency has the authority to order the financial holding
companies to take necessary measures to secure sound and adequate management of the subsidiary banks
and insurance companies. The Agency also has the same authority for the other controlling shareholders
with the majority voting rights of banks and insurance companies. The breach of the order will be subject
to an administrative fine and lead to further supervisory actions.

In the United States, the appropriate Federal banking agency may require the bank holding company
or any other company that directly or indirectly controls the FDIC insured depository institution to serve as
a “source of financial strength” for such institution. The “source of financial strength” is meant to be the
ability of the group to provide financial assistance to the insured depository institution when the institution
is in financial distress. This idea is backed by the observation that a person may become a depositor of a
subsidiary bank of a large group implicitly believing the group’s financial strength stands behind it
(Lumpkin 2010).
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I11. CORPORATE GOVERNANCE AT A GROUP LEVEL

1. Overview

The establishment of effective corporate governance at a group level is essential for the group as a
whole in order that they enjoy the maximum benefits of doing various businesses in group structure while
minimising the associated risks. The challenges are fundamentally similar to the governance of large-scale
enterprises with a number of departments and branches, but they may be more complicated because unlike
branches, subsidiary companies are separate legal entities that have their own boards, and also frequently
minority shareholders and creditors, whose interests could be different from the interest of the group.

The group-wide governance policy can conceptually take two directions: centralise or localise. The
centralised governance model intends to operate subsidiaries like branches of the parent. The parent
directly oversees and controls the operations of subsidiaries. The localised model delegates the oversight
and control functions to the subsidiary boards. Each subsidiary is autonomously managed by its board that
takes into account the interest and strategy of the group.

The centralised governance model may seem effective and efficient for the integrated management of
member companies to reap the maximum benefits of doing various kinds of businesses in group structures.
However, as the group structure is more complex with a larger number of subsidiaries, the centralised
control becomes more difficult while localisation seems inevitable for effective control. In reality, ultimate
parents need to strike a balance between the two models, suitable to their corporate group, and also to
adjust the balance according to the changes in the group businesses. The balance could also vary within a
group. The smaller subsidiaries doing the business directly associated with the parent’s may be subject to
the centralised control, while the larger and more remote subsidiaries may enjoy more independence in its
management.

When the subsidiary governance is localised, the policy and process of determining how to align it
with the group-wide interests should be a key concern of the ultimate parent. There are various practices
for this purpose, some of which are illustrated below.

For the governance of financial groups, financial regulation is of critical relevance. In essence, its
attention is directed at ensuring the sound management of subsidiary financial institutions to protect their
depositors and policyholders, and the financial system as a whole. With such regulation, the governance of
financial groups requires some additional considerations.

With regards to the governance of financial groups, financial regulation seems to be structured
according to two different strategies concurrently. On one hand, it stresses the responsibility of the
controlling parent. For example, the BCBS Corporate governance principles for banks issued in July 2015
(referred hereafter as BCBS Principles 2015) specifies: In a group structure, the board of the parent
company has the overall responsibility for the group and for ensuring the establishment and operation of a
clear governance framework appropriate to the structure, business and risks of the group and its entities
(Principle 5). On the other hand, in response to the recent global financial crisis, many jurisdictions tend
to place more emphasis on the independence of subsidiary financial institutions in their own territory.

The following parts of this section enumerate various considerations for effective governance of
corporate groups, with a particular attention on that of financial groups. The caveat here is that there is no
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“one size fits all” solution for effective group governance, as corporate and financial groups are
significantly diverse in their structures, strategies and businesses. The considerations below should be
adapted to the reality of the groups.

2. Group structure
Understanding of the group and its members

The first step for effective group-wide governance should be that the board and senior management of
the ultimate parent understand clearly the structure of the group: the businesses of member companies,
their ownership structures and jurisdictions, etc. It is not an easy task when the group has a multitude of
members within a multi-layered ownership structure across borders.

In the international accounting standards, the list of subsidiaries is required to be identified and
disclosed in the consolidated financial statements of the controlling parent. However, this requirement
essentially covers the subsidiaries that the parent controls directly. For governance purpose, the board and
senior management of the ultimate parent should grasp a much broader, comprehensive picture of the
members in the group. In this regard, it may be advisable that the ultimate parent develop an integrated
database of member companies of the group (Frederick 2014).

The structural complexity of a corporate group is a major source of the governance risk. The board
and senior management of the ultimate parent should maintain updated knowledge of the member
companies and occasionally review the group structure. In order to avoid excessive complexity, they may
need to put control on creation of new subsidiaries, for example through the parent approval procedure,
and to dissolve the subsidiaries that have finished their missions.’

Considerations for financial regulation

Clear understanding of the group and its members by the ultimate parent is equally important for the
effective governance of financial groups. The BCBS Principles 2015 state: The board and senior
management [of the parent company] should know and understand the bank group’s organisational
structure and the risks that it poses (Principle 5). The OECD Guidelines on Insurance Govern