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[bookmark: _Toc200908882]Executive Summary
This report provides strategic guidance for ServiceCo Ltd, a private service-sector firm preparing to list on the UK’s Alternative Investment Market (AIM). The listing will reduce family ownership from 100% to 30%, prompting the need for robust corporate governance and agency theory frameworks. The report explores mechanisms to retain control, fair director remuneration practices, and evaluates international listing alternatives in Shanghai and the Netherlands. Key recommendations include adopting dual-class shares, forming an independent remuneration committee, and favouring the Netherlands for international expansion due to its supportive governance environment aligned with ServiceCo’s long-term service-based strategy.


[bookmark: _Toc200908883]Introduction
ServiceCo Ltd is a private limited service-sector business owned and managed by four family-member directors, each holding 25% of shares. As the company prepares for a listing on the Alternative Investment Market (AIM) in the UK, significant changes in ownership and governance are imminent. Upon listing, 70% of shares will be held by external shareholders, and the family’s combined stake will reduce to 30%. This shift requires enhanced understanding and application of corporate governance, agency theory, and institutional frameworks to maintain control, ensure accountability, and align with public investor expectations.
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Corporate Governance in Public Companies
Corporate governance refers to systems that direct and control a company, particularly regarding its accountability to shareholders and other stakeholders. For public companies, corporate governance ensures transparency, ethical conduct, and long-term value creation (AG and KGaA, 2024). In the UK, while AIM-listed firms are not legally required to follow the UK Corporate Governance Code, they must explain how they manage governance (AG and KGaA, 2024). For a service company, where intangible assets like brand reputation and customer service play a vital role, strong governance builds investor trust and protects long-term sustainability.
Agency Theory
Agency theory examines the relationship between owners (principals) and managers (agents), identifying the potential for conflict when managerial interests diverge from those of shareholders (Du Plessis, Hargovan and Harris, 2018). In a public setting, the board must ensure mechanisms—such as performance-linked remuneration and independent oversight—are in place to mitigate agency costs (Solomon, 2020).
Implications for ServiceCo Ltd
As a service business transitioning from close family management to wider shareholder ownership, ServiceCo Ltd must:
· Strengthen accountability frameworks,
· Introduce formal board governance processes (Flammer, Hong and Minor, 2019).
· Clarify roles and responsibilities to avoid conflicts of interest.
· Communicate clearly with a broader investor base.
[bookmark: _Toc200908886]B. Retaining Control with 30% Ownership
Control Risks Post-Listing
Post-AIM listing, external shareholders will hold 70% of equity, giving them potential influence over strategy, dividends, and board decisions. Without safeguards, the founding family risks losing strategic control over the company’s future direction.
Mechanisms to Retain Control
· Dual-Class Share Structure: ServiceCo Ltd could issue two classes of shares:
· Class A: Issued to the public with 1 vote/share
· Class B: Retained by family with 10 votes/share
This model, adopted by companies like Meta and Alibaba, protects founder control while attracting capital (Flammer, Hong and Minor, 2019).
· Shareholder Agreement legally binding agreement can formalise rights around board appointments, voting thresholds, and reserved matters—ensuring key decisions remain under family influence (Al-Faryan, 2024). 
· Board Majority and Reserved Powers:- Securing board seats for family directors and establishing specific “reserved matters” (e.g., M&A, dividend policy, strategic shifts) that require unanimous or supermajority votes can help maintain influence (Al-Faryan, 2024).
· Foundations or Trusts
The family can place their shares in a trust or foundation to create a unified voting block that’s resistant to external influence—a common practice in Dutch governance systems (Turnbull, 2019).
· Dividend Policy Transparency
Publishing a long-term dividend strategy before listing can prevent pressure from short-term investors, safeguarding reinvestment for sustainable service development (Turnbull, 2019).
· 
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· Importance of Remuneration in a Service Business
In service-based companies, directors influence client relationships, staff morale, and brand perception. Fair and competitive remuneration helps attract experienced leaders and motivates them to focus on long-term value creation. Well-designed pay structures align directors’ interests with company goals and improve strategic decision-making (Turnbull, 2019).
· Independent Remuneration Committee
The pay for board members is safeguarded by involving a committee of independent non-executive directors to avoid bias. It looks at common industry standards, checks director performance with main indicators and ensures transparency ,which boosts investors’ trust and lessens risks of conflicts (Meyer et al., 2018).
· Components of Remuneration
The pay of directors should consist of a fixed salary at the same level as their peers, bonuses for improving customer ratings and outcomes and long-term incentives related to the rising value of the company. Clawback clauses should exist so that bonuses are usually taken back if there is misconduct or reporting mistakes (Meyer et al., 2018).
· Disclosure and Shareholder Say-on-Pay
ServiceCo Ltd ought to produce a Directors’ Remuneration Report that explains its remuneration system and the ways directors’ compensation is linked to their performance. Shareholder votes on pay policies contribute to responsibility in governance and, as AIM supports, better involvement from investors (Choi, 2018).

[bookmark: _Toc200908888]D. Institutional Differences: UK vs Shanghai vs Netherlands
ServiceCo Ltd is examining if it should expand to international markets by listing on some foreign stock exchanges and moving its headquarters to Shanghai or the Netherlands. This part of the report describes the different legal and business environments in the United Kingdom (AIM), Shanghai Stock Exchange (SSE) and Euronext Amsterdam located in the Netherlands. It is important to understand these differences since they explain how each place fits into ServiceCo’s approach to its service business, keeping leadership roles and engaging with investors in the long run (Ferrarini and Ungureanu, 2024).
United Kingdom (AIM)
The AIM market makes it possible for many service sector companies in the UK to access public funds easily, with greater flexibility. The corporate governance within AIM can be more flexible when compared to the Main Market of the London Stock Exchange. ServiceCo is required by AIM to show how it practises good governance, and this ensures both its responsibility (accountability) and independence (autonomy) (Cooke et al., 2025). Despite this, British investors look for service companies to be open, ethical and tactical, since this ensures they keep their customers’ confidence and good reputation (Van Zyl and Mans-Kemp, 2023). Furthermore, there are favourable tax regulations for SMEs such as service providers, in the UK, and their rights are strictly protected by the strong and reliable legal system. So, this is a big reason why the UK stands out for businesses that know and follow UK laws and regulations (Choi, 2018).
Shanghai Stock Exchange (SSE)
Shanghai Stock Exchange membership puts firms into a unique institutional environment. State-owned enterprises (SOEs) have a big impact on the SSE, and their governance is generally modelled on a top-down approach led by the government. In most cases, boards in China are not as independent as regulatory organisations, including the China Securities Regulatory Commission (CSRC) can participate directly in company-related matters, mostly concerning financial management or strategy (Al-Faryan, 2024). There are several obstacles foreign companies meet in Shanghai, such as rules against large-scale capital repatriation and high limits on foreign ownership. Things such as brand trust, how clients feel about the company and choosing how to carry out services highlight the importance of limiting managers’ freedom and ability to make their own decisions when operating in a company like ServiceCo Ltd (Solomon, 2020). On top of that, language barriers and tough bureaucratic procedures faced by foreign companies also cause certain practical challenges. The SSE provides companies with a broad investor base, but the weaknesses in this market, like stringent rules, might mean that the network’s advantages are outshone for firms wanting to hold onto control and maintain their service focus (Flammer, Hong and Minor, 2019).
The Netherlands (Euronext Amsterdam)
The Dutch institutional framework is especially appealing to firms in the service sector who aim for long-term expansion, strongengagement with stakeholders and consistent governance. In the Netherlands, the polder model helps create governments based on group discussions, talks between stakeholders and openness to all. A lot of companies on Euronext Amsterdam construct their board with a two-tier structure which means executive and supervisory roles are divided, making the company more open and cutting down on potential conflicts of interest. The rights of shareholders are set out in EU laws and the European approach allows family-owned companies to safeguard themselves from unjust threats or outside pressure using “stichting” (Ferrarini and Ungureanu, 2024). The business model is particularly important for ServiceCo Ltd, since it wants to have a clear strategy and still distribute information equitably. In addition, the Netherlands provides clear and business-friendly conditions, with easy access to European investors and an economy that matches ServiceCo’s areas of work. On the other hand, dealing with Dutch laws and regulations can be difficult, which is why people need expert legal and financial assistance. However, since the country provides strong protection for investors and ways to maintain control, listing in the Netherlands proves very attractive (Cooke et al., 2025).



[bookmark: _Toc200908889]Conclusion
On a concluding note, the decision to be listed on AIM is a key step in the future of ServiceCo Ltd. One role of governance design is to ensure that the board continues to make important decisions, even with reduced equity. When the company uses sound corporate governance methods, minimises agency problems and awards fair compensation, investors are more likely to invest for a long time and rely on the firm. Operating in the Netherlands provides a more suitable framework for maintaining control and following the values of the service sector, as opposed to Shanghai.
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· Even though AIM has flexible rules, a company can still decide to adopt the UK Corporate Governance Code as a sign of commitment to honesty and responsibility.
· Organise the company using a Dual-Class Share Structure or a Shareholder Agreement so family members make major decisions while allowing the company to raise more equity.
· Form an Independent Remuneration Committee to determine payment for directors with an eye on how well the company performs, matching industry norms and quality of services.
· ServiceCo should choose the Netherlands for its foreign listing because it has better governance and legal frameworks for its interests.
· Educate the Board regarding governance and agency theory by offering regular programmes that strengthen ethical and compliant behaviour.
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