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PARENT/HOLDING COMPANY & SUBSIDIARY COMPANY
Subsidiary → A company controlled by a holding company 

       → A branch or division of a main company 
Parent/holding Company


Subsidiary
Use the above chart, with the actual companies to explain Parent/Holding Company, subsidiary and wholly owned subsidiary
Magna International Ltd. is a global automotive supplier in Canada.  They are the largest automotive parts supplier in North America.

Magna International Ltd. owns 100% of Intier Automotive.
Intier Automotive develops vehicle interior and vehicle closure components and modules for the global automotive industry.

Magna International Ltd. owns 100% of Decoma International Inc.

Decoma International Inc. supplies exterior vehicle appearance systems including front and rear modules, running boards, exterior trim components, lighting etc.
Why create a subsidiary?
Advantages:  
· isolates risks because the two companies are separate legal entities

· Losses don’t transfer to the parent company

· Parent can exercise control if it owns a large block of its stock

· Allows for greater efficiencies because senior management at parent company don’t have to be involved in the running of the subsidiary (they would have their own management)

Disadvantages:  
· Parent does not have access to all the profits unless it owns 100% of the shares

· Parent company may have to pay the subsidiary’s debts to maintain its image and reputation

· Lending companies look to the parent to guarantee loans

· The parent company could be liable for damages if the subsidiary violates the law.
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