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Executive summary

Listing on AIM extensively demands for stronger corporate government, addressing agency
risks, aligning management with key stakeholders and adapting governance expectations as per
global markets for sustainable growth. This report indicates several strategies that need to be
implemented by the business owners in order to retain control while leveraging 30% shares after
being involved in AIM in the UK. It also analyses the need of proper remuneration structure for
Directors and demarcates its initiatives to be listed within Shanghai Stock Exchange with

identifying institutional differences and requirements of proper recommendations.
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Introduction

Transitioning from privately owned business to getting listed on a public exchange (AIM or
UK’s Alternative Investment Market) brings in benefits like new opportunities for growth,
greater regulatory flexibility, simple process to go public and even high returns in successful
scenarios (British Business Bank, 2024). Along with benefits, it even introduces new regulatory
requirements, new responsibilities and inspection from external investors (PWC, 2019). As the
family-owned service firm is prepared to list on UK’s AIM, it needs to adapt as per expectations
of a publicly listed company. Therefore, this report will shed light on key areas the Board needs
to understand and address- corporate governance, retaining control with 30% shareholding, fair

director remuneration and some institutional differences if listed in the Netherlands or Shanghai.

Concept and requirement of corporate government and agency theory
Corporate governance

To define, corporate governance simply means a system of practices, rules and processes which
helps a company operate successfully. It involves mechanisms through which stakeholders and
firms interact (Di Vito and Trottier, 2022). As opined by Kyere and Ausloos (2021), with the
help of corporate governance, firms make right decisions with balance of stakeholder’s interests.
In other words, it mainly sets the framework for how decisions need to be made, how objectives
need to be set and achieved along with monitoring of performance. Some key requirements of

corporate governance include-
e Form an effective board to efficiently lead long-term sustainable success.
e Ensure division of responsibilities and individual oversight.

e Define and align company strategy, purpose and culture.
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e [mplement internal controls, risk management and transparency in audits.

e Maintain fair director remuneration.

e Regularly engage with stakeholders and shareholders (Onward Opportunities, 2023).
Agency theory

Agency theory defines dynamics between principals (shareholders) and agents (managers/
directors) to highlight not only the significance of aligning interests but also mitigating conflicts
(Al-Faryan, 2024). In the case of private companies, overlapping of ownership as well as
management is quite less. But once external shareholders get involved as in the case of public
companies, suitable strategies need to be implemented to reduce related agency risks (Alabdullah
et al., 2022). In other words, agency problems occur when managers act as per their own interest

rather than maximising shareholders wealth. Mitigation requirements include-

e Board oversight, where independent boards or directors provide balances and checks on

executive decision-making.
e Shareholders need to be provided timely and accurate information.
e Independent auditing.
e Shareholder activism.

e FEthical leadership.

Performance based compensation (Michael, 2025).

Significance to public limited liability companies

Corporate governance is vital for public limited companies as it fosters accountability,
transparency and protection from shareholder interest. In the UK, frameworks such as Corporate
Governance Code put emphasis on independent shareholder and board rights (Bruno, 2024).
Thus, this helps in well-aligning management with investors interest which is even emphasised
by the agency theory. In Shanghai, board independence in government-controlled firms is less,

which reduces self-dealing but enhances firms performances (Li et al., 2025). This means
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governance primarily focuses on regulatory compliance. Additionally, in the Netherlands, The
Dutch Corporate Governance Code highly prioritises stakeholder engagement, by promoting
accountability, transparency and balanced considerations of all stakeholders’ interests (Loeff and
Kemp, 2024). Understanding these differences is vital for companies getting listed in different

markets to comply with regulations, maintain control and build investor confidence.

Strategies to retain control of the company owners with gaining 30% of company’s

shareholdings

According to the case study, the list of the company with AMI may reduce the percentage of
owners to 30% while 70% of the external shareholders focus on buying the share. In this
scenario, the owners have to implement more strategies in order to have a proper control on

company’s operational process and these are:
Dual class share structure

The involvement of dual class share structure can be effective in this scenario through which the
company offers two or more stocks consisting of one class having more voting power in
comparison with the others (Baran et al., 2023. In case of this family business Class A with 1
vote per share needs to be held by the public and on the other hand, Class B with 10 votes per
share is occupied by the family owners. Thus, it is highly influential as 30% of the total equity of

the family owners focus to retain control in shareholders decisions.
Stakeholder’s agreement with strategic investors

This agreement focuses on drawing an outline regarding the terms of partnerships with detailed
elaborations of rights and responsibilities that focus to mitigate any form of potential conflict
with fostering a collaborative environment (Astrachan et al., 2021). In this case study the family
business owner’s needs to initiate a pre [PO agreement with large external shareholders that
focus to establish a voting bloc with considering family’s interest and optimise to implement a

definite control of the family owners.
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Control on Board composition

A careful consideration within Board members of a family business is highly significant when
the business is listed on AIM in the UK that focuses to maintain a control when engaging the
business within public markets (King ez al., 2022). In this case study, the key executive positions
within the family need to be effectively maintained that focus to retain board control, ensure
operational strategies and the board of family members oversees the strategies and operational

process.

Process of remuneration of directors and relevant structures to ensure fair compensation

for directors

In order to ensure fair, transparent and performance based remuneration for directors a structured
approach is highly required in order to establish good corporate governance standards with havin
a major focus to attract more external investors. In this scenario, establishment of a
remuneration committee is highly required that must have a definite purpose to set in dependent
and transparent payment of directors with having an alignment with company’s performance
(Shortland and Perkins, 2023). Majority of the members within this committee needs to be
independent and they review the market benchmarks with setting of performance targets. It is
highly required to create a transparent remuneration policy that must be approved by different
shareholders and it determines fixed, variable remuneration with long term incentives (Esposito
De Falco, 2024). However, this policy needs to provide a rationale for each component within
the business operations. On the other hand, it is highly required to align remuneration as per
shareholder’s value that may be effective to eliminate any form of conflict between directors
and shareholders who are involved and it is required to set clear performance targets of the
individuals (van Wyk and Wesson, 2021). The review and adjustments mechanisms are highly
required within this structure incorporating annual reviews, involving external advisors to audit
the remuneration practices and allow shareholders to provide vote on remuneration processes

(Ginesti et al., 2024).
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Identification of institutional differences to list the company in Shanghai and

recommendations for the Board of Directors in terms to get aware

In order to establish the family run UK based business within Shanghai Stock Exchange a wide

range of institutional differences persists and these are:

Category UK (AIM) China (SSE) Key features that
need to be
maintained by the
company
Regulatory [ Principle based | High regulation persisted | Complexities emerge
Structure regulations with | with following the rules of | for regulatory
following the rules of | China Securities | approvals in China.
FCA and LSE (Ferran, | Regulatory Committee
2023) (Yang and Zhao, 2025).

Language Follow English | Follow Mandarin with [ Company needs to
language and include | Chinese Accounting | get adapted with this
IFRS based | Standards (CAS) CAS systems.
assessments

Ownership | Control of family | State ownership is | Retaining control on

and control | members with flexible | prevalent ~ within  the | business operations

shareholdings is
accepted (Pascucci et

al., 2022).

formation  of  family
businesses too (Li et al.,

2023)).

can be challenging.
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Investors Retail global investors | Emphasis more to involve | Partnerships and
can be involved Chinese domestic | strategic ~ relations
investors need to be fostered
with local investors.
Capital Capital mobility 1is |In SSE capital control | Profit gaining can be
flow smooth (Castillo and |existed with approval | complicated
Medina, 2021) requirements for foreign
investors in terms of
gaining profits (Peng et
al., 2021).
Legal Follow common law Follow statutory | The company ees to
system regulations or civil law follow several
contracts
implemented by

Chinese statutes.

However, in order to establish the family run business within Shanghai Stock Market (SSE) it is

recommended for the Board of Directors to strengthen the Corporate Governance with

maintaining transparency and regular reviews. They need to redefine directors' roles and

responsibilities by hiring Chinese legal advisors. It is required to develop transparent

remuneration policies and involve communication strategies in order to update the investors. On

the other hand, the risk assessment framework is significant and the company needs to be

prepared for SSE compliances.
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Conclusion

This report focuses to conclude a detailed analysis with examining a family run business that has
definite focus to list in UK AIM and provides a clear understanding regarding the involvement of
corporate governance and agency theories. It also highlights strategies to retain control of
business owners with 30% shares and involves a definite structure of remuneration policy. On
the other hand, it also highlights institutional differences for listing the company with Shanghai
Stock Exchange and elaborates several recommendations for the Board of Directors in terms to

get easily adapted with the new scenarios within the Chinese Market.
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