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The Responsibility of the Holding Company for the Debts of the Subsidiary
in Case of Bankruptcy

Aml Mohamed Shalaby

The determining of the responsibility of the holding company for the debts of its subsidiary in the
event of the latter’s bankruptcy is one of the important issues, especially because the holding company
owns financial or administrative control over the subsidiary. In addition, the holding company owns a
certain percentage of the shares of the subsidiary, which enables it to be a director or a member of the
damage to the subsidiary, leading to its stumbling or even bankruptcy in some cases. This study
determines the extent of the holding company's responsibility for the debts of its subsidiaries in the
event of the latter's bankruptcy, by determining the legal basis for this responsibility, and its results.
The study used analytical method which has been relied upon as a basic method, in addition to the
comparative method as an auxiliary method in some cases. This study came up with several
recommendations:

1- The necessity of identifying the owner of the capability of requesting the application of the two
rules by paying the debts and extending the bankruptcy procedures accurately.

2- The need to amend the wording of Article 198/2 of the Restructuring, Protective Composition
and Bankruptcy Law: “If the company is declared bankrupt, the court may order the bankruptcy
of every person who, under the guise of this company, does business for his own account or
disposes of the company’s money especially as if it were his money.” This is because the
extension of bankruptcy procedures is an exception to the general rules, and therefore this
exception should not be expanded except to its extent.

3- The need to amend the percentage of the lost of the subsidiary's assets that is present in Article
198/3.

Keywords: holding company- debts- bankruptcy- responsibility.
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