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2.Summary for Executives.

This study offers a comprehensive analysis regarding corporate governance & agency theory in relation to the company's intentions to list the Alternatives Investing Market (AIM) across the UK. It examines strategies for maintaining strategic control with a minority stake, delineates the structuring of director compensation, and contrasts institutional variances in listing on AIM compared to markets at Shanghai and the Netherlands. The paper closes with strategic recommendations aimed at ensuring robust governance, compliance, and familial oversight following the listing.
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3.Introduction.

The choice of listing the organisation on the AIM signifies a substantial strategic transformation. As the company evolves from a privately held family business to a publicly traded organisation, the obligations and regulatory requirements of the Company's Board of Director will significantly escalate. The Board must comprehend the concepts of corporate governance, the theory of agency, including institutional regulatory frameworks. These are essential for sustaining investor confidence, guaranteeing legal adherence, and preserving control.
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4.1. Corporation Governance & Agency Theory: Definitions and Importance
Corporate governance denotes the framework through which companies are managed and regulated. In line with the UK Code of Corporate Governance as required (FRC, 2018) delineates concepts including leadership, performance, accountability, remuneration, and shareholder relations in the UK.

When a firm undergoes an initial public offering, corporate governance becomes essential. Investors necessitate assurance in the company's governance frameworks. Inadequate governance may result in mismanagement, fraud, and the destruction of wealth consistent (Tricker, 2019). AIM firms are not necessarily obligated to adhere to the UK Code; nonetheless, they must disclose the rules of corporate governance they ought to follow and elucidate any variations, in accordance with AIM Rule 26.

4.2. Agency theory as per (Jensen and Meckling,1976). is a framework that addresses conflicts between the principals (shareholders) along with agents (managers or directors). The fragmentation of ownership in a public corporation poses the possibility that directors may prioritise their personal interests over those of the shareholders. 

Effective governance, autonomous supervision, and performance-linked compensation are strategies to alleviate these disagreements based on (Eisenhardt, 1989).
. Misaligned Incentives: Executives may prioritize short-term gains over long-term value.
. Monitoring cost: Shareholders incur expenses to oversee management.
For public companies, robust governance mitigates agency cost by aligning director remuneration with performance and ensuring board accountability.

[bookmark: _Hlk201225922][bookmark: _Hlk201225947][bookmark: _Hlk201225753]4.3. The company's significance encompasses:

Assuring investors and bolstering credibility.

Mitigating agency costs by board autonomy and openness.

Guaranteeing adherence to legal and regulatory standards.

Safeguarding enduring shareholder wealth.

4.4. Holding Strategic Control with a 30% Equity Stake
Although the family will possess merely 30% ownership after the listing, many techniques can facilitate the retention of strategic control:

5.Dual-Class Share Structure: According to the issuance of a pair of shares following  (e.g., Class A and Class B), with varying voting rights, enables the family to maintain control having a minority stake in equity. Nonetheless, AIM typically favours single-class shares. This may be reevaluated if it is listed in Shanghai as well the Netherlands.

Shareholders' Agreement: In order this confidential accord may limit the voting rights of external shareholders on critical strategic matters (Clarkson et al.,2020).

5.1. Board Representation: Maintaining family members as directors facilitates strategic influence, particularly when accompanied by executive positions (CEO, CFO).


[bookmark: _Hlk201226024][bookmark: _Hlk201226053][bookmark: _Hlk201226085]A golden share grants veto powers over company decisions, usually through strategic industries and public-sector privatisations.

5.2. Forming Alliances: Collaborating alongside institutional investors who possess analogous long-term perspectives might aid in sustaining influence during shareholder conferences to comply (Gillan & Starks, 2003).

It is essential to maintain a balance between control and investor attractiveness. Excessive centralised control may dissuade prospective shareholders apprehensive regarding governance and accountability.

5.3.Director Compensation: Frameworks and Equitable Remuneration
Compensation should balance the interests of directors to those of shareholders, in accordance with agency theory.

Essential factors for formulating compensation include:

Remuneration Committee: in accordance Formulate an autonomous Remuneration Committee, predominantly including non-executives directors (NEDs), to supervise compensation (UK CG Code, 2018).

5.4.Compensation Elements:

Fixed Compensation: Determined by market standards.

Annual Bonuses: Associated with performance indicators (EBITDA, sales growth).

Long-Term Incentive Plan (LTIPs): Equity options or limited stock programs that mature over time contingent upon return to shareholders as detained (Murphy, 2013).

The corporation must reveal its reward policy in its most recent annual report, encompassing the key performance indicators utilised (FRC, 2018).

Say-on-Pay: Although not obligatory on AIM, providing advisory votes on compensation practices fosters investor confidence in compliance(Canyon & He, 2011).

Clawback Provisions: Facilitate the recovery of bonuses in instances of malfeasance or financial restatements, so enhancing accountability.

An autonomous board assessment procedure and external benchmarking has to be implemented to guarantee equity and competitiveness.

5.5. Institutional Disparities: United Kingdom compared. Shanghai vs. Netherlands

United Kingdom (Alternative Investment Market)

AIM permits freedom while mandating the disclosure associated with corporate governance processes in step (AIM Rule 26).

[bookmark: _Hlk201226111][bookmark: _Hlk201226128][bookmark: _Hlk201226157][bookmark: _Hlk201226241]6.Regulation: Less stringent regulation compared to the primary London Stock Exchange, however still under the oversight of the Financial  Conduct Authority (FCA) & HM Revenue and Customs (HMRC).

Investor Expectations: Emphasis on openness, board autonomy, and shareholder entitlements.

Shanghai  Stock Exchange (SSE).

6.1.Regulatory Framework: Stringently overseen executed by the China Security Regulatory Commission (CSRC). Focus on the control by the state, party committees, with diminished independence of boards according to (OECD, 2021).

Cultural Factors: Collectivism & hierarchical management may impact corporate decisions.

6.2.Dual-Class Shares: Permitted but rigorously scrutinised.

Disclosure: Comprehensive, albeit with diminished focus on executive independence and shareholder action.

Netherlands (Euronext Amsterdam Stock Exchange)

The Dutch Corporation Governance Code prioritises the stakeholder framework over shareholder primacy.

Dual-Class Shares: a common  also permissible, allowing families to maintain supervise based on (De Jong&Roell,2005).

Foundation (“Stitching”) Mechanism: Employed to safeguard against hostile takeovers by delegating management to a protective foundation.

Regulatory Environment: Equilibrated—facilitates handling both control retention along with investor safeguards.

6.3.Consequences for the Organisation:

Listing in Shanghai may complicate board dynamics owing to state interference and disparities in governance expectations.

The Netherlands provides a balanced approach with legislative mechanisms to ensure control retention and strong yet adaptable governance standards.

AIM provides familiarity, with UK investors, and necessitates the implementation of a comprehensive governance system appropriate for growth business enterprises.
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UK vs. Shanghai vs. Netherlands.

	
Aspect


	
UK
	
Shanghai
	
Netherlands
	
	
	

	
Governance 
Model



	
Shareholders-centric (comply or explain)
	
State-influenced, stakeholder-oriented.
	
Stakeholder-centric (two-tier boards)
	
	
	

	
Board Structure




	
Unitary board with independent NEDs
	
Supervisory management boards
	
Two-tier board (Managment supervisor)
	
	
	

	
Disclosure Requirements

	High transparency under UKCGC
	Strict state oversights, CSR emphasis
	Apply or explain under Dutch Code
	
	
	

	
Shareholder Rights 


	
Binding votes on remuneration 
	
Minority protections in Company Law.
	Shareholder inquiry rights via Enterprise Chamber.
	
	
	

	


	
	
	
	
	
	







Implications:

. Shanghai: Stricter state oversight and emphasis n CSR may limit autonomy.
. Netherlands: Stakeholder focus could dilute family control.












7.Conclusion.

The company must adopt governance practices (e.g., independent committees), utilize dual-class shares, and structure director remuneration to align with long-term goals. Listing in the UK offers greater flexibility compared to Shanghai or the Netherlands.
To retain control with 30% ownership post-AIM listing, the family can employ these strategies.
Dual-Cass Share Structure-This allows the family to maintain majority voting control despite holding only 30%.
  AIM Compliance-The Uks FCA permits dual class shares on premium listings with no                       clause or voting ratio limits.
Shareholder Agreements-include provisions to secure veto power over critical decisions.
Supermajority Clauses-enabling the family to block unwelcome changes.
Drag-Along Rights-force minority shareholders to comply with family led sales or restructuring.
Board Control-Appoint independent directors aligned with the family’s-long-term vision, subject to shareholder approval.
Blocking Minority Threshold-changes to share capital, winding-p decisions, takeover requiring.
Relationship Agreements-arms-length transaction with family affiliates, independent oversight of director elections.
The Implementation Risks to Dual-class structure may deter institutional investors concerned about minority rights, while supermajority clauses could complicate future fundraising.

The shift between a family-owned private enterprise to a publicly traded corporation requires significant alterations in governance procedures, control mechanisms, and regulatory adherence. Agency theory underscores the necessity for supervision and the alignment of interests. AIM's adaptable framework is appealing yet necessitates transparency. Maintaining control with a 30% ownership is feasible but necessitates deliberate structural and legal preparation. Furthermore, the choice of location profoundly influences governance dynamics, as the Netherlands provides more effective control mechanisms than the UK or China.






















8.Recommendations.

Implement a QCA Corporation Governance Code for a pragmatic framework for AIM adherence and to bolster investor confidence.

Formulate Board Committees: Establish autonomous Auditing, Remuneration, as well Nomination Committees of Non-Executive Directors.

Implement an Dual-Class Share System just if contemplating Euronext Amsterdam, where it's more broadly recognised.

Utilise a Shareholders' Agreement for establishing strategic controls, particularly concerning dividend policy & long-term planning.

The Structure Director Compensation with Long-Term Incentive Plans: Align remuneration with performance to mitigate agency costs.

Conduct a Comprehensive Assessment of Listing Locations:

Strive for closeness, investor accessibility, and less regulation.

Amsterdam for legal frameworks facilitating familial governance.

Shanghai just if strategic benefits at the Chinese market warrant regulatory intricacies.

Provide training to Board Members about governance, compliance, plus international legislation to equip them for the current regulatory landscape.

















9.Reference.
AIM Rule 26 (2024) Regulatory Requirements for Companies. London: London Stock Exchange.
Clarkson, M. et al. (2020) Corporate Governance: Principles, Policies, and Practices. Oxford: Oxford University Press.
Canyon, M. & He, L. (2011) ‘Executive compensation and corporate governance in China’, Journal of Corporate Finance, 17(4), pp. 1158–1175.
De Jong, A. & Roell, A. (2005) ‘Financing and control in The Netherlands’, Oxford Review of Economic Policy, 21(2), pp. 302–316.
Eisenhardt, K. M. (1989) ‘Agency theory: An assessment and review’, Academy of Management Review, 14(1), pp. 57–74.
Financial Reporting Council (FRC) (2018) UK Corporate Governance Code. London: FRC.
Gillan, S. & Starks, L. (2003) ‘Corporate governance, corporate ownership, and the role of institutional investors’, Journal of Financial Economics, 63(2), pp. 275–305.
Jensen, M. C. & Meckling, W. H. (1976) ‘Theory of the firm’, Journal of Financial Economics, 3(4), pp. 305–360.
Murphy, K. J. (2013) ‘Executive compensation: Where we are, and how we got there’, Handbook of the Economics of Finance, 2, pp. 211–356.
Organisation for Economic Co-operation and Development (OECD) (2021) Corporate Governance Factbook. Paris: OECD Publishing.
Tricker, B. (2019) Corporate Governance: Principles, Policies, and Practices, 4th end. Oxford: Oxford University Press.








