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[bookmark: _Toc191040345]Executive Summary
A family-owned company is seeking to go public by listing 70% of its shares for acquisition by external investors on the Alternative Investment Market (AIM) UK. The report examines the corporate governance practices and agency theory to inform management how to retain control over the company with minority shareholding, recommends the director remuneration policy, and explores institutional differences between the UK, Shanghai, and the Netherlands. The findings in the report indicate that implementation of effective governance structures, dual-class shares, appointment of independent directors, emphasis on performance-based executive compensation, and compliance with international corporate governance codes are key to achieving its objectives. 
[bookmark: _Toc189586165][bookmark: _Toc191040346]Introduction 
Company X is a family enterprise, owned and managed by four family members with an equal shareholding of 25% each. In a bid to grow, the company is seeking to shift from a family-owned business to a publicly limited company by selling 70% its shares on the Alternative investment Market (AIM) UK. As the newly appointed financial manager, I have prepared this report to share insights to the management on how the company can successfully transition to a publicly listed firm while ensuring effective control and management through incorporating corporate social responsibility, corporate governance and the principles of the agency theory. 
[bookmark: _Toc189586166][bookmark: _Toc191040347]Corporate Governance, Agency Theory and their Significance to Public Limited Liability Companies. 
Shareholders or principals appoint managers as agents to oversee the management and operations of their enterprises. The agency theory was therefore developed to explain the relationship between investors (principals) and their managers (agents). In the agency relationship, principals rely on agents to execute certain roles or transactions in their best interests. The agent is therefore expected to execute the business transactions in the best interest of the principal while disregarding their own interests (Denossa, and Stabilini, 2017). However, an agency problem arises when the agent and principal’s interest become a source of conflict resulting in miscommunication and disagreement in how a company is directed and managed (ElKelish, 2018). The incompatible interests may lead to differences between the stakeholders thus causing financial losses and inefficiency in the business. The agency theory applies to the current organisation especially as company X is seeking to shift from a family-based enterprise to a publicly listed company with diverse shareholders. 
As a publicly listed company, the scope of the company is about to change thus creating a distinction between ownership and management. As owners of the business, shareholders offer capital and thus expect managers to implement policies to maximise their wealth. Nevertheless, managers may also pursue their personal interests such as demanding higher remuneration, authority and reinvestment of profits (Al-Faryan, 2024). Shareholders incur agency costs such as monitoring costs to monitor and check the power of the managers. In the aftermath of major scandals leading to collapse of public companies such as Worldcom, Enron and Adolphia, investors increasingly recognised the need to invest in companies with good corporate governance practices (Castrillón, 2021). Corporate governance is a system that guides how firms are directed and controlled. According to the Financial Reporting Council (2018), is a system of rules, practices and processes that are put in place to manage and control a company. Corporate governance helps to align the interests of managers and shareholders to ensure efficient and effective decision-making. Corporate governance implements various systems in place such as mandatory corporate disclosures, establishment of the board directors, constitution of the board and implementing internal controls (Davies, 2000). As a listed company, company X is guided the UK Corporate Governance Code. This is important especially for the company as its Aras, and Crowther, 2008). Effective corporate governance also helps to mitigate the agency conflict between shareholders of the listed companies and management by aligning the interests of the stakeholders thus improving the performance and value of the company. 
[bookmark: _Toc189586167][bookmark: _Toc191040348]Maintaining Control of the Board with 30% Shareholding 
With the expected transition from family-owned to a publicly traded enterprise, ownership of capital will be concentrated in the external investors up to 70% while the family will retain only 30% ownership. As, the current board could pursue various strategies to retain their control of the company even with the minimum shareholding. One of the key structures to retain control is through creating a dual-class class structure. This strategy allows minority shareholders such as the family directors to issue two classes of shares with elevated voting right and standard voting right (Amoako-Adu, and Smith, 2001). For instance, the current board could implement an enhanced voting right by keeping 10 votes per share for themselves and reserve one vote per share for the new external investors. This strategy would enable the current board to maintain control in key strategic decisions despite the low equity stake in the company. Shareholder agreements and voting coalitions also offer a viable solution for the current board to retain control in the company despite losing out 70% of the shares to external investors. This strategy involves negotiating agreements with the external investors to secure their support in key voting decisions (Baglioni, 2011). Therefore, the current board should negotiate to retain some board seats, appoint independent directors  and pursue agreements with independent directors to be in a pole position to influence key decisions in the company. The independent directors will serve as a key barrier for the current board to mitigate against external pressure and ensure compliance with established standards and codes of practice (Baysinger, and Butler, 2019). 
[bookmark: _Toc189586168][bookmark: _Toc191040349]Decision on Remuneration of Directors 
Executive compensation or remuneration is a key decision in balancing the interests of managers, directors and shareholders. Executive remuneration is a process that involves designing, approving and disclosing the salaries and compensation packages for top executives in the organisation. This decision serves to balance the interest of shareholders (Rathod, Ghasy and Carmo, 2024). Fair and competitive remuneration is important for the company as it helps to attract and retain highly qualified talents while aligning the interests of all stakeholders including the board members, managers and shareholders. According to Rathod, Ghasy and Carmo (2024), organisations should establish a clear governance structure through a dedicated remuneration committee. The committee should constitute independent non-executive directors to oversee the compensation policy and review it for fairness, objectivity and alignment with the company’s objectives. An independent executive committee is recommended for the company to ensure that the executive compensation policy is aligned with the corporate strategy and performance (Manulang, Hulu, and Muda, 2023). Mandatory disclosure policy should also be enforced by the company. As a listed company, the company should publicly disclose executive pay in a format that is clear and easy to understand as set out the clear pay philosophy explaining the reasons for the pay decisions and ratio between the CEO remuneration and median, lower and upper quartile (Webster and Rosseau, 2019).  This is important as it helps to clarify the rationale and criteria for the pay levels, structures, and outcomes. A conflict of interest is also created by the agency relationship as shareholders expect to maximise wealth and dividend on capital while managers prefer to reinvest the earnings back in the business. Directors may also award themselves high returns without considering the performance outcomes of the company. With this, a performance-based pay offers an effective structure for the company to balance the interests of both investors and directors. This structure will serve to motivate the managers to pursue higher performance and receive a percentage of the earnings in exchange thus boosting their morale and commitment to the organisation. 
[bookmark: _Toc189586169][bookmark: _Toc191040350]Institutional Factors and Corporate Governance 
Differences in institutional factors including legal, cultural, political, regulatory framework and board requirements or regulations also affects the corporate governance practices between countries (Arslan, and Alqatan, 2020). In considering to be listed in other markets like Shanghai and Netherlands, the current board should consider important institutional factors that are likely to affect the decision. The UK Corporate Governance Code 2024 was developed based on improvements on the previous code of 2018.  The code prioritises five key areas of compliance including board leadership and organisational purpose, division of responsibility, board composition, succession and evaluation, audit, risk management, internal controls and guidance on remuneration (Financial Reporting Council, 2025). Therefore, firms seeking to be listed in the UK should strictly comply and issue explanations for all their operations. 
In Shanghai, the corporate governance code prioritises issues such as shareholder protection through one share one vote. The code also sets out guidelines guiding key institutional issues such as shareholder meetings, composition and responsibilities of the board of directors, audit committees, supervisory committees, remuneration and evaluation and emphasis on transparent disclosures (ECGI, n.d). The Dutch Corporate Governance Code is almost similar to the United Kingdom . The code sets out the guidelines the relationship between shareholders and managers, setting up of supervisory board and annual general meeting of shareholders. The code is also based on principle of comply-explain to ensure that companies comply with the codes or explain the reasons for deviations. Therefore, compliance with these institutional guidelines is essential for the company to successfully list on foreign markets. 
[bookmark: _Toc189586170][bookmark: _Toc191040351]Conclusion and Recommendations
The decision for the current company to change its structure from a family-owned enterprise to a publicly listed company offers an opportunity to grow and expand. However, this requires the company to incorporate corporate governance practices and the principles of agency theory. The following are recommendations for the board of the current company to maintain its control with just 30% shareholding. First, the company should adopt the dual-lass shares structure with the family retaining executive voting rights in key decisions of the board. The board should also negotiate shareholder agreement and forge voting coalitions with like-minded independent directors to retain control over key decisions. A fair compensation structure is also essential to enable the company to balance the competing interests of the board and shareholders. Therefore, the board should establish a compensation committee constituted by non-executive directors and incorporate performance-based package. Finally, the board should comply with the UK Corporate Governance Code and align its practices with international governance standards.
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