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Executive Summary
This report has been prepared to advise the board of directors of a UK-based family-owned service company that is intended to be listed on the AIM. It further explores the corporate governance and agency theory within the context of UK public companies and compares institutional frameworks in Shanghai. About remuneration, establishing a remuneration committee allows the company to ensure objectivity and transparency. In Shanghai's context, it has been identified that minority shareholder protection in China remains limited, with legal recourse often ineffective. The UK stands out for its flexible and principle-based governance regime, with its one-tier board system. Henceforth, it is recommended that the board introduce an independent oversight structure, create a robust shareholder agreement and list on AIM in the UK rather than relocating to Shanghai.
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[bookmark: _Toc198915755]1.0 Introduction
Transitioning from a private to a public entity necessitates significant structural and governance adjustments. Public entities are often subject to different regulations and accountability frameworks compared to private companies. The AIM listing requires the family-run board to accommodate external shareholders, align with regulatory expectations and adopt transparent governance practices. These changes demand a strategic approach to preserve control, ensure accountability and foster sustainable growth. This study begins by introducing the concept and the requirements for corporate governance and agency theory, along with their significance to public limited liability companies (PLCs). Then the study goes on to explore how the board could retain costs with 30% shareholding, the remunerations of the directors and the institutional distinction between the UK and Shanghai. In the end, the study provides comprehensive recommendations to the current board of directors.      
[bookmark: _wik6t4scpk8v][bookmark: _Toc198915756]2.0 Discussion of findings
[bookmark: _uxm3cowd48t9][bookmark: _Toc198915757]2.1 Corporate governance and agency theory, along with their significance to PLCs
Corporate governance refers to the structure of rules, practices and processes following which company is directed and controlled. In the UK, public limited companies are expected to comply with the UK Corporate Governance Code (FRC, 2024). It outlines the expectations around the board composition, accountability and stakeholder transparency. This is particularly relevant for companies that are transitioning from private ownership to public listing, where regulatory compliance and investor confidence are deemed paramount. Agency theory, as first articulated by Jensen and Meckling, highlights the divergence of interests between the owners, who are referred to as principals and the managers, referred to as agents (Al-Faryan, 2024). Henceforth, at PLCs agency theory offers a pattern for analysing the balance of power amid the managers and shareholder. Within a closely held private company, this conflict might be minimal. However, with the dilution of the family's shareholding to 30%, the introduction of external shareholders significantly increases the agency's risks. The managers might prioritise personal interest over shareholder value, therefore necessitating governance mechanisms that ensure accountability and alignment (Solomon, 2020). The UK corporate law further supports these principles through the Companies Act 2006, which imposes fiduciary responsibility on the directors to act in good faith and promote the success of the PLCs (Graves, 2022). While the Alternative Investment Market (AIM) has a more flexible regulatory environment than the Main Market, it encourages compliance with a recognised governance code. Henceforth, this ensures that transparency and accountability are essential within publicly listed companies.      
[bookmark: _t5z9b6e9i3nl][bookmark: _Toc198915758]2.2 The way the main board could retain control with just a 30% shareholding
A key concern is retaining strategic control despite a minority shareholding. One mechanism frequently used globally is dual-class share structures, where the founding family keeps the shares with prominent voting privileges even though they would have 30% of the shares. This structure has been employed by firms such as Alibaba and Alphabet, which allows them to control disproportionate equity (Lee, 2018). However, the ethos of AIM's governance deters this kind of mechanism due to the concerns around shareholder equality and transparency. Instead, a more appropriate mechanism under UK law is the use of shareholder agreements. These agreements could stipulate those key decisions such as acquisitions, mergers; dividend distributions and strategic pivots require family approval even though they have 30% shareholding. According to Glynn (2013), a shareholder agreement provides additional protection among family businesses about vital decisions for the company, such as strategic acquisitions, decisions to transfer, sell or dispose of any part of the company, among others. Henceforth, this legal structure provides a check on the external shareholders while remaining within the bounds of UK governance norms. According to Shahzad et al. (2024), developing an internal family council could aid in preserving strategic unity and succession planning and mitigating governance risks that might stem from intra-family disputes. Furthermore, adopting staggered board elections could provide continuity and protect the family's influence over time, provided such arrangements do not compromise the rights of the investors.         
[bookmark: _e7vtn9fs738r][bookmark: _Toc198915759]2.3 Remuneration of directors and the applicable structures needed to be in place to ensure fair compensation
Directors' remuneration refers to the reimbursement that is provided by the business to the directors for the roles and responsibilities that have been performed. Executive remuneration must balance fairness, performance incentives and the expectations of the investors. In the UK, the Corporate Governance Code advises that directors' pay needs to be proportionate, justified and linked to long-term performance outcomes (Parliament, 2016). Henceforth, to ensure this, establishing a remuneration committee poised of independent non-executive directors is deemed effective. According to Shortland and Perkins (2024), it results in making sure objectivity and transparency are shared in the compensation-setting process. A recommended structure comprises a mix of base salary, annual performance bonuses and long-term incentives such as equity-based awards. The deferred bonuses could be tied to the multi-year performance metrics that help in aligning the interests of executives with the shareholder value. 
For example, the Long-Term Incentive Plans (LTIPs) could be contingent on metrics like return on capital employed (ROCE), as seen to be followed by Videndum (Videndum, 2019). Additionally, a clawback clause is essential, facilitating the company to reclaim variable pay in the event of financial misstatement or executive misconduct. According to Mitchell (2024), within a family-run business, a clawback clause is a crucial provision that can be a significant factor in managing risks and ensuring long-term stability. Benchmarking it against the industry peers would not only ensure competitiveness but also result in enhancing shareholder trust.        
[bookmark: _tviuo7uzk6xt][bookmark: _Toc198915760]2.4 Institutional differences for the board of directors between the UK, Shanghai and the Netherlands
Exploring alternative listing locations such as Shanghai or the Netherlands requires an understanding of the institutional and regulatory context. According to Acemoglu and Robinson (2021), these differences stem from a variety of factors that include legacy systems, cultural norms, historical traditions and the specific economic and political goals of each of the nations. In Shanghai’s context, it operates within a state-centric governance environment. Therefore, it is clear that the business environment is heavily influenced by the Chinese Communist Party (CCP). The compliance aspect of the businesses within the country is overseen by the China Securities Regulatory Commission (CSRC), but the enforcement is often inconsistent (Mengyan et al., 2022). Moreover, within a business board, independence is mandated, while in some cases, it has been found that in Shanghai, this aspect has been compromised by the government appointees. The minority shareholder protection in China remains limited, with the legal recourse often ineffective. For a foreign family-owned company, navigating these complexities could expose the firm to political and regulatory risks, resulting in the undermining of transparency as well as investor trust. The company law in China mandates that firms register with a two-tier board system where the supervisory board exercises oversight over the executive board (Woodburnglobal, 2025). This structure supports comprehensive governance but might dilute the shareholder influence. While this is effective for retaining the power, this structure might deter the activist investors and also raise concerns regarding transparency. Henceforth, the BOD needs to be aware of these challenges if they plan to enter the Shanghai market through their public listing. 
While the UK stands out for its flexible and principle-based governance regime. According to Grey (2025), across Europe, it is fairly normal to comprise a two-tier board structure with the management board being overseen by the supervisory board. However, in the UK, this difference does not exist. In the UK, companies predominantly utilise a one-tier board structure as their corporate governance framework. The board operates as a single entity, with the executive directors managing the everyday operations while the non-executive directors offer oversight as well as strategic guidance within the company (Gray, 2025). In the UK, shareholder protections are robust and consist of pre-emptive rights, transparent disclosure and effective legal remedies (Syitioseh, 2024). Moreover, the AIM market's emphasis on voluntary compliance enables companies in the UK to tailor governance while maintaining investor confidence.           
[bookmark: _ccas1lzhvkv1][bookmark: _Toc198915761]3.0 Conclusion
Overall, it can be concluded that when transitioning to a public company, the company needs to internalise the principle of corporate governance and address the agency risks that are inherent in dispersed ownership. An effective governance structure, including independent oversight, shareholder agreement and performance-based remuneration, could uphold the family influence while aligning with the expectations from the perspective of both investors and regulators. The comparative analysis underscores that the UK still has the most conducive environment for balancing control with transparency, as Shanghai's regulatory body could expose the firm to political and regulatory risks. Henceforth, this might undermine the operational autonomy as well as investor appeal.  
[bookmark: _8tp31b6yk8n9][bookmark: _Toc198915762]4.0 Recommendations
To ensure a successful listing on AIM while preserving its strategic influence, the following three recommendations could be adopted by the firm. 
· The board could introduce an independent oversight structure by appointing at least two independent non-executive directors and forming a Remuneration Committee. This aligns with the best practices under the UK’s Corporate Governance Code (FRC, 2025). This would result in increased transparency as well as reduced agency costs. 
· Rather than adopting a dual-class share structure, which is discouraged on AIM, the family could create a robust shareholder agreement. These agreements could stipulate the reserved matters, such as the dividend policies and capital expenditures that require unanimous family consent. According to Steinbach (2021), this stakeholder agreement approach has been effective post-IPO for retaining control without breaching AIM norms. 
· The company could list on AIM in the UK rather than relocating to Shanghai. The UK’s principles-based regime offers investor confidence and flexibility, unlike Shanghai's state-influenced governance model, which also mandates a two-tier board system.
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