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[bookmark: _Toc191203840]Summary for Executives 
This report offers a thorough examination of corporate governance, agency theory and control mechanisms for Beauty Crown Ltd. as it gets ready to be listed on the Alternative Investment Market (AIM) in the United Kingdom. It talks about ways that the present board can maintain strategic control even though they only own 30% of the shares after the offering. The compensation structure for directors and the governance standards that are required for fair compensation are reviewed. Furthermore, the research evaluates the differences between institutions in the event that the firm decides to list in the Netherlands. In order to ensure compliance with worldwide financial management principles and corporate governance best practices, comprehensive advice is presented.


Introduction
Beauty Crown Ltd., a private limited business owned equally by four siblings is aiming to transform into a public limited company through an AIM offering. This move brings up a number of important governance issues, such as compliance with corporate governance principles and agency theory, the retention of strategic control, fair compensation for directors and possible disagreements between international institutions. This study assesses these factors and offers suggestions for guaranteeing that governance and control mechanisms are successful while discussing recommendations to the current board of directors with appropriate justifications.
[bookmark: _Toc191203841]The Corporate Governance concept
This is a broad term for how a company runs its business and makes decisions about its affairs. It includes the company's organisation, methods, and processes. Because it holds managers accountable, corporate governance also increases the long-term value of shares and, as a side effect, the success of the company. It also gets rid of the problem of ownership and control clashing by making managers' and shareholders' interests clear. 
The UK Corporate Governance Code establishes the standard for best practices in the United Kingdom. It places a strong emphasis on leadership, responsibility, remuneration, risk management, and shareholder relations. It encourages board independence, openness and the safeguarding of minority shareholder interests all of which are crucial for sustaining investor confidence. To guarantee that they conduct business in a responsible manner, public limited firms are required to follow this code or provide an explanation for any deviations. 
[bookmark: _Toc191203842]
Agency theory 
Agency theory is one that explores the relationship between a principal and an agent, where the principal delegates work to the agent, as such there can be conflicts of interest that occur when the owners of a firm (the shareholders) give managers (the directors) the power to make decisions. This division of ownership and control can lead to potential agency difficulties, in which managers may prioritise their own interests over maximising the wealth of shareholders, the problem comes from the fact that ‘the principal cannot observe the agent’s actions in full detail’ according to Ballwieser et al. (2012). 
Agency theory is very significant to public limited companies because there will be diverse ownership and shareholders and many managers and stakeholders where there can be conflicts of interest, so being aware of this theory can help mitigate principal-agent conflict and set structures such as audits and board of directors, or performance-based incentives to reduce agency problems.
Transparency, especially financial will ensure that everyone acts in the best interest of the company, Vaccaro and Madsen (2009) say that ‘transparency has become indispensable and is considered necessary for preserving and guaranteeing ethical and fair processes within the private and public sectors’.
[bookmark: _Toc191203843]Shareholder Rights and Protections
Though 70% of the shares may be owned by outside investors post-listing, the family can keep control via multiple techniques. 
Issuing shares with varying voting rights under a dual class share structure lets family owners keep most voting power, according to Baran et al. (2023) ‘the positive effect of dual-class structures for innovation is conditional on the presence of innovative insiders’, implying that despite the fact there can be a positive impact, the family owners must be well-equipped with knowledge and innovative to reach this impact, otherwise the potential of keeping control of the company will be wasted.
Well-known companies have utilised this technique to make sure founding members keep control over important decisions, and establishing pre-agreed terms with important investors would help to guarantee family influence in important choices by means of shareholder agreements as such agreements can specify rules of governance meant to safeguard family interests. 
Golden shares can also be used as they give special rights allowing veto power over important strategic decisions. These shares protect essential business strategy and help to stop unwanted decisions, for example to protect environmental social and other goals. ‘The golden share model assures managers that investors cannot divert a company from its mission’ according to Thomas (2022).
[bookmark: _Toc191203844]Remuneration of directors
To guarantee that directors are compensated in a way that is fair and based on their performance, we can put in place some relevant structures that will help keep things fair.
[bookmark: _Toc191203845]Remuneration Committee
An independent committee should be responsible for determining the pay of directors to guarantee neutrality and adherence to best practices as this guarantees that remuneration is equitable and reduces the likelihood of conflicts of interest.
[bookmark: _Toc191203846]Performance-Based Incentives
Aligning the pay of directors with financial performance indicators will encourage directors to focus on the growth and success of the company. Providing stock options is one way to do this and will guarantee that the directors’ approach concentrates on creating value for the company long term.

[bookmark: _Toc191203847]Institutional differences UK /Netherlands 
The dutch corporate governance code is a bit different as they place a strong emphasis on a two-tier board system, which consists of separating the supervisory board and the management boards, according to van Den Muijsenbergh (2002) this created a ‘system of operation where the capital was separated from the management’. ‘This Dutch variant was chosen so that no single stakeholder eventually might exercise decisive influence in the company’ according to de Graaf and Herkstroter (2007).
According to Dutch law employees must be represented in governance decisions which can have a greater impact in the strategic decisions and control of the company than it would in the UK, according to Ramondt (2016) there is ‘participation through statutory institutions such as work councils, safety commissions and worker boards of directors’.
There is also dividend policies in the Netherlands that mean dividends are ‘taxed at a lower rate than capital gains on stock ownership’, says Hommel (2011). This encourages directors to send dividends for more retained earnings.
Many consider the Netherlands as a tax haven, this is because ‘it reduces tax charges on interest, royalties, dividend and capital gains income from foreign subsidiaries’ says Van Dijk et al. (2006), encouraging foreign investors to be based there.
[bookmark: _Toc191203848]Conclusion
As Beauty Crown becomes a public corporation, it is essential to follow the principles of corporate governance and agency theory. In order to guarantee family influence, strategic control mechanisms should be put in place, and director compensation should be in line with performance incentives. In order to make a well-informed judgement about the listing, it is necessary to thoroughly assess the differences in governance structures between the UK and the Netherlands.










[bookmark: _Toc191203849]Recommendations for the directors of the company
Corporate Governance Policies and Approaches

At least half of the board should be formed by independent non-executive Directors to guarantee objectivity in the company, Young (2003) says ‘greater NED representation on UK boards has helped raise general governance standards’. 
Transparency through strong financial controls will help with risk management and as such executive compensations should also match results to discourage too risky behaviour with the strategic decisions of the company. To do this the company should ‘routinely disclose audited, quantitative data concerning the financial position and performance which form the foundation of the information available to investors and regulators’ says Bushman and Smith (2003).
In this way minority owners will have clear access to relevant information and ensure that they are not cheated out of the value of their investment.
There should also be dual class shares to help keep the control of the company despite only owning 30% of the shares.

Compensation Structure for Directors
Director incentives should be matched with long-term corporate performance as ‘total CEO compensation is related to financial measures of firm performance’ according to Jeppson et al. (2009). Offering stock options can also help match the interest of directors directly to the purpose of business expansion, and an annual remuneration policy will help inspire trust to investors due to the transparency of how the business will run.
 
Listing options
The Netherlands has a two-layer system for the board of directors with very strong supervisory control, and the workers have to be somehow involved in decisions about governance as the country has stronger labour rights. However, the country also offers more friendly dividend policies for shareholders resulting in increased retained profits, specially as a multinational company since there is tax exemptions for such companies.
If the company values lighter control but more flexibility listing publicly in the UK is a better idea, whereas Netherlands listing can be better for strong investor trust in the company, tax advantages and a longer-term stability
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