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Abstract

Structuring business in the form of corporate groups is important for business expansion since
it makes business more flexible and convenient for corporate control in the market. One of the most
common techniques of corporate groups is the cross shareholding between companies. That is, the
parent company holds shares in a subsidiary company and allows the subsidiary to have cross holding
in the parent company. In this way, the parent company will be able to control the management of
the subsidiary company. However, if cross shareholding is freely arranged without restrictions, the
minority shareholders in and the creditors of subsidiary companies will be affected. This is because
the parent company is protected by the limited liability to the amount unpaid on the shares held.

The German Stock Corporation Act has established rules controlling the cross shareholding,
for instance one shareholder (normally a corporate shareholder) cannot exercise its voting rights more
than one-fourth of all shares even though such shareholder holds more shares. The German Act also
defines the relationships between the parent company and the subsidiary company, as well as their
liabilities. Thai laws do not provide any rules on cross shareholding or the relationships between the
parent and the subsidiary company. However, the Securities and Exchange Commission has issued a
couple of regulations on the matter, but they are still not clear and sufficient to control the number

of complex groups of companies.

Keywords: Cross shareholding, Corporate groups, Parent company, Subsidiary Company, Company

law
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*> Maximilian Schiess|, “The Liabilty of Corporations and Shareholders for the Capitalization and Obligations of
Subsidiaries under German Law’ (1986) 7 Northwestern Journal of International Law & Business 480, 480-81.

¢ Ernest C. Steefel and Bernard von Falkenhausen, ‘New German Stock Corporation Law’ (1967) 52 Cornell Law

Review 518, 519.
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® Martin Petrin, ‘Reconceptualizing the Theory of Firm—From Nature to Function’ (2013) 118 Penn State Law Review
2, 7.

¢ Henry Hansmann, Reinier Kraakman, & Richard Squire, ‘Law and the Rise of the Firm’ (2006) Discussion Paper No.
546, 2/2006 Cambridge, MA: Harvard John M. Olin Center for Law, Economics, and Business.

" Prapin Nuchpiam, ‘A Comparative Study of Legal Forms for Social Enterprises in the UK and Thailand’ (Doctoral
dissertation, Durham University 2016).
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8 Richard A. Posner, ‘The Rights of Creditors of Affiliated Corporations’ (1975) 43 University of Chicago Law Review
499, 501-502.

° Petrin, ‘Reconceptualizing the Theory of Firm’ (n 5) 20-22.

19 Carsten Alting, ‘Piercing the Corporation Veil in American and German Law - Liability of Individuals and Entities: A
Comparative View’ (1995) 2 Tulsa Journal of Comparative and International Law 190.

" ibid.

2 Wood v. Dummer, 30 F. Cas. 435 (1st Cir. 1824).

13 Alting, ‘Piercing the Corporation Veil in American and German Law’ (n 10) 192.

“ Laya v. Erin Homes, Inc. 352 S.E.2d 93 (1986).
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" Henry Campbell Black, Black’s Law Dictionary (6th edn, West Publishing Co. 1990) 1147-1148.
16 Fdumi ysazasysny, ‘vdnnshidildnnuduiifiyaeaduanusuiavesiieiu’ (2556) 2 Msassudume atu
TAeans 124, 132.

" Phillip Blumberg, ‘The Transformation of Modern Corporation Law: The Law of Corporate Groups’ (2005) 37
Connecticut Law Review 605, 608.

** ibid 605.

Y ibid 610.
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2 steefel and Falkenhausen, ‘New German Stock Corporation Law’ (n 4) 518.

2 Stock Corporation Act 1965, s 328 (1).
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2 René Reich-Graefe, ‘Changing Paradigms: The Liability of Corporate Groups in Germany’ (2005) 37 Connecticut
Law Review 785, 788-793.

2 Stock Corporation Act 1965, s 291 (1).

# Stock Corporation Act 1965, s 308 (1).

# Reich-Graefe, ‘Changing Paradigms: The Liability of Corporate Groups in Germany’ (n 22) 788.

% ibid 789.

" Schiessl, “The Liabilty of Corporations and Shareholders for the Capitalization’ (n 3) 497.

= Alting, ‘Piercing the Corporation Veil in American and German Law’ (n 10) 233.
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