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[bookmark: _Toc190255805]Executive summary:
This report evaluates the strategic reasons behind the choice  of family-owned service company AIM listing, specifically market selection, control retention tactics and corporate governance practices. The main results indicate that dual-class shares and specific configurations of board composition can maintai n effective control when ownership is reduced to 30%. The aim is to go for  an AIM listing rather than Shanghai or Netherlands, have a seven-member board and create independent committees on audit and compensation. The proposed pay structure aligns  management interests with all shareholders through fixed and incentive compensation, while the proposed governance structure represents a compromise between prevailing market demands and family control.


[bookmark: _Toc190255806]Introduction:
This report identifies a move to the Alternative Investment Market (AIM) by a  family-controlled service business. Four siblings now equally share ownership of the company, each owning 25% and serving as a  director. The AIM offering would bring family ownership down to 30%, and the other 70% share will be bought by  external shareholders (Hornok, 2024). This transition needs to be deliberate and give due consideration to corporate governance, agency relationships, and  control systems. To help companies navigate through relevant regulatory requirements, the report seeks to provide extensive insights on maintaining strategic control post-list, establishing appropriate director  remuneration structures, and exploring other potential listing locations in Shanghai or the Netherlands.
[bookmark: _Toc190255807]Discussion of the findings:
[bookmark: _Toc190255808]Corporate governance and agency theory:
[bookmark: _Toc190255809]Corporate governance framework:
Corporate governance is a  system of policies, procedures, and guidelines for running a business (Mallin, 2022). For AIM-listed companies, effective governance  ensures that board/shareholder/management/other-stakeholder interactions are open, fair, and accountable. 
As the public markets operate differently, businesses need to adjust their governance structure to meet their relevant public market needs without impeding business functionality.
AIM firms must  comply with the QCA Corporate Governance Code or explain any deviations (Cromme, 2024). However, at least two independent non-executive  directors need to be appointed, audits and compensation committees must be formed, and efficient internal controls should be maintained. 
Among them is a balanced board comprising both independent/non-executive and executive directors,  supported by audit, compensation, and nominating committees. The governance framework for a company's transition is critical. The company must establish clear  reporting lines, decision-making procedures, risk management systems and channels for communicating with shareholders. Codification of ethics and compliance  policies Such arrangements ensure that the business meets the regulatory and investor expectations of  AIM but represent a significant change from the current family-based management structure (Kernaghan, 2023). 
[bookmark: _Toc190255810]Agency theory implications:
Agency theory analyses the  relationship between principles (shareholders) and agents (management) and highlights the potential conflicts that may arise when an ownership–control divide exists (French, 2022). While  publicly traded corporations have managers (agents) who act on behalf of the owners/shareholders (principals), these groups do not always share interests, so agency costs are possible. Because this family firm is  going public, it is not very easy even further because the family directors will need to balance their interests with those of the new external investors.
In family businesses,  the principal-agent relationship presents specific hardships. The four brothers, as owner-managers, now thoroughly align ownership and control, thus minimizing agency conflicts between owners and  managers. This change to public ownership does not necessarily reduce family  shareholding to 30%, which, in turn, may produce diverging interests between external shareholders and family directors.
The process of decision-making  should be transparent; non-executive directors should exercise strong and independent oversight; a clear dividend policy should reduce retained earnings conflicts; and suitable anti-takeover measures should protect shareholders, amongst other measures, to lessen this conflict. Management-engagement efforts and performance-based remuneration schemes are consistent with the best interests of all  shareholders and will also contribute to trust building and lower agency costs (Gruman, 2022).
[bookmark: _Toc190255811]Strategic Control Mechanism: 
Several preparatory measures  may be implemented to maintain adequate control of the company's operating and strategic direction even when the ownership is decreased to 30%. The primary way this gets accomplished is through the creation of a dual-class share structure whereby the family is granted far greater voting rights with their shares than those given to  the general investing public (Baran, 2022). They will effectively retain market cap and economic rights in line with actual shareholding . However, under this arrangement, the family can still maintain majority voting power over all but the most strategic decisions.
The firm must set up a well-balanced board while keeping family directors in firm control  as needed to meet AIM governance benchmarks. A seven-member board can be made up of three family executive directors, two independent non-executive directors (as required by  ANIM) and two further non-executive directors appointed by the family (Dufour, 2023). This structure ensures compliance with governance standards and allows families to  influence board decisions. Secondly, the board chair should ideally be a family  member to maintain control over direction and agenda.
Protective measures  can be backed up with shareholder agreements and the company´s articles of association (Rodgers, 2024). These should include preemptive rights on new share issuance,  reserved matters requiring family shareholder approval, and supermajority voting requirements for significant, pre-established decisions. Staggered board terms are another effective mechanism for defence against  hostile takeovers and prevent sudden turnover in members. 
These approaches to control  need to be balanced with the rights and interests of minority owners to meet regulatory requirements and maintain confidence in the market. Balancing this can be achieved by providing formal channels for minority shareholder voices, robust independent  board oversight, and transparent disclosure of control-related arrangements. Providing quarterly updates on business performance and strategic decisions  to all shareholders will maintain confidence and strength in support of the family staying in control.
[bookmark: _Toc190255812]Director Compensation:
To  ensure fairness and transparency in director compensation, directors need to be compensated by a structured compensation committee (Reda, 2023). This committee must be made up  of at least three non-executive directors, the majority independent so that compensation decisions are free from bias. Family  directors may be asked to weigh in on some issues—except those that pertain to their pay; they should not serve on this committee. 
The compensation  structure should reflect the goals of both the executive's family and external shareholders. It should include a mix of LTIPs (long-term incentive plans), an  annual bonus, and a fixed salary. Variable remuneration should always be associated with specific performance conditions, while fixed salaries should  be measured against peer AIM-listed companies. 
Performance Indicators need to be appropriately selected  to represent financial and non-financial goals. Financial  metrics like earnings per share, return on capital employed, and total shareholder return non-financial indicators should comprise customer satisfaction, environmental targets,  and strategic goals (Zeithaml, 2023). They should  be measurable, transparent, and directly tied to the long-term strategy of the company. Consistent performance assessments against these metrics will ensure accountability  and support pay decisions.
[bookmark: _Toc190255813]International Market Expansion:
The UK's AIM market differs significantly and materially from the Shanghai Stock Exchange (SSE) under China's regulatory  system.  Shanghai's corporate governance follows the China Securities Regulatory Commission (CSRC), which stipulates a two-level board system composed of a supervisory board and a board of directors (Trachtman, 2021). This is basically the opposite of the  unitary board in the UK. The supervisory board, composed of employee and shareholders representatives, supervises the board and senior management to ensure  that, at a minimum, one-third of the directors of Chinese listed businesses are independent. The CSRC requires more frequent reporting, such as quarterly financial reports, and stricter disclosure  requirements than AIM. 
For Euronext Amsterdam, adhering to the Dutch Corporate Governance  Code, the Netherlands offers a familiar European regulatory milieu. After the Netherlands, the model of a  two-tier board (where there is a management board (executives) and a supervisory board (non-executives)) is again slightly different, even though businesses can opt for a one-tier board like in the UK. The Dutch Code highlights risk management, long-term sustainable wealth accumulation, and the  interests of stakeholders (Woller, 2022). Two critical differences relative to the UK are  the so-called design of the 'big business regime', which provides the supervisory board in more prominent companies with considerable power, and the existence of works councils being a strongly economically driven employee interest representation body. While the family may desire to retain control, the Dutch  market offers a wide array of control-enhancing tools, including loyalty shares and priority shares, that could support the family's aspirations (Veld, 2023). Dutch law includes what is called the 'Rule of 10%', which allows shareholders with 10% or more of the company to call extraordinary general meetings  and that might be quite capable of giving the family (which owns 30%) a fair bit of power (Klabbers, 2024) ۔ Dutch institutional architecture is characterized by significant  shareholder rights, consensus-seeking (the "polder model") and high minority owner protection. 
[bookmark: _Toc190255814]Recommendations:
The report recommends a balanced board of seven members, comprising three family executive  directors and four non-executive directors, of which two should be independent. The 30% rule may be evaded by two means: creating a dual-class  share structure with family shares carrying higher voting rights, supported by protection clauses incorporated into the articles of association. Create a three-component compensation system, guided by an independent compensation committee,  that includes base salary, short-term incentives, and long-term equity-based incentives. 
[bookmark: _Toc190255815]Conclusion:
While being an AIM-listed family-owned firm has both pros  and cons, its parent firm must be cautious regarding the control, governance framework, and the choice of the market. Actual listing  within the market will be contingent on the establishment of strong corporate governance frameworks (board and relevant committees). While there are various mechanisms to retain control with 30%  ownership (like dual-class shares or aligning board composition as per political rights), they should be balanced with the market expectations and the interests of minority shareholders.
When contemplating the UK, Shanghai,  and Netherlands markets, the family must first consider its control aspirations and strategic aims. The  Netherlands provides a balanced European option with favourable governance, while Shanghai connects a large capital market but has challenging regulatory barriers.
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