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[bookmark: _Toc199873788]Executive summary 
This report gives guidance on financial and governance matters to ABC Support Services Ltd, a UK company owned by a family that plans to be listed on the Alternative Investment Market (AIM). After the listing, family members will own 30% of the company, and they will need to ensure robust corporate governance to please new investors and keep control. The report assesses how the importance of corporate governance and agency theory affects changes to a company going public, such as using dual-class shares and making shareholder agreements. It also promotes fairness and transparency in the pay of directors using independent remuneration committees and incentives that depend on performance. Also, the report weighs how the rules and practices in the UK, Shanghai and the Netherlands differ to analyse possible choices of markets for listing. Financial experts consider the UK the best choice because of its well-known regulations and high governance standards. Recommendations are to strengthen how the business is managed, maintain a strong hold on its future and fit in with AIM’s standards to secure the company’s longevity after going public.
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[bookmark: _Toc199873789]Introduction 
ABC Support Services Ltd, based in the UK, provides healthcare and eldercare support to people. The firm, whose directors are four siblings, plans to become a public limited company by listing on the Alternative Investment Market (AIM) in London. The purpose of this action is to get money to grow the company nationally as well as to consider expansion abroad. The company’s move to less than 30% ownership by the founding family raises concerns about if they can still exercise effective control over the business. To ensure everyone sees the company openly, the company being listed publicly should have strict and reliable governance (Cadbury Report 1992; Financial Reporting Council 2018). At the same time, it is important to understand agency theory because it clarifies the possible conflicts between directors and external shareholders (Jensen & Meckling, 1976). Working on these frameworks is necessary to ensure that AIM’s rules are followed in the company’s governance.


[bookmark: _Toc199873790]Discussion of Findings 
[bookmark: _Toc199873791]A. Corporate Governance and Agency Theory: Concepts and Significance
The term corporate governance means the ways companies are guided and managed using certain systems, principles and processes. Its goal is to build a system that assures all stakeholders of a company that relationships are based on openness, fairness and accountability (Tricker, 2015). Some examples of governance are creating a proper board of directors, using controls, auditing and revealing important information. Once a company goes from being private to public, such frameworks are necessary to look after shareholders and boost investor faith (Mallin, 2019).
Agency theory points out that whenever the management have different goals than the owners (shareholders), conflicts may occur (Jensen & Meckling, 1976). Where shareholders and directors are the same people, there are not many conflicts of interest, as in ABC Support Services Ltd. When most of the shares are sold to the public on AIM, agency risks appear and call for sturdy corporate governance.
Companies on AIM experience less regulation than those on the main market, but they must obey all AIM Rules for Companies and often follow the QCA Corporate Governance Code (Quoted Companies Alliance, 2018). Because of this, we now need to split ownership from control, disclose more information and set up proper policies for managing risks (Armstrong et al., 2010). Once shares are owned by more people and not just relatives, organisations need strong policies for open governance so that directors consider all stakeholders.
If governance and agency challenges are not handled properly, it may lower investor trust and make it harder for the company to take part in capital markets, which can damage the benefits of having an AIM listing.
[bookmark: _Toc199873792]B. Retaining Control with 30% Shareholding
The share of the business they own has fallen from 100% to 30%, which means the company’s founding shareholders need to make a new strategy. Managing how a company moves forward and making important decisions goes beyond just owning a stake in the business.
For example, companies often go with dual-class share structures when designing their ownership and governance. Under this structure, some shareholders (often founders or executives) are able to use their shares to weigh more heavily in company decisions. In this way, Class A shares, meant for the general public, might give one vote for each share, but Class B shares, held by the family, could give 10 votes per share (Gompers et al., 2010). Family members can still determine important decisions while not holding the majority of economic rights.
Apart from this, pre-emptive rights, board member selection and voting rules that benefit the original shareholders can be included in a shareholder agreement. In some cases, the legal documents give family members the authority to reject certain decisions (La Porta et al., 1999).
Board composition is extremely important for strategic control as well. The family may come to an agreement to secure seats on the board matching how much they own in the business. If independent non-executive directors agree with the family’s vision for the long term, they can help with extra oversight without being a risk to good corporate governance (Denis & McConnell, 2003).
At the same time, these ways should be measured against what investors want in terms of fairness and good governance. Having high levels of entrenchment may reduce how appealing the market is and may increase minority shareholders’ fears about their rights in AIM.
[bookmark: _Toc199873793]C. Director Remuneration and Governance Structures
ABC Support Services Ltd ought to ensure directors’ remuneration is based on clear standards and reflects performance in its move to become a public company. Management should be paid in a way that draws skilled executives and helps them work towards what shareholders aim for.
The FRC’s (2018) UK Corporate Governance Code requires that director pay be agreed upon by a Remuneration Committee made up of non-executive directors. The main function of this committee is to conduct objective reviews of pay plans to avoid anyone having a conflict of interest or becoming too risky (Bebchuk & Fried, 2004).
The ideal reward system includes a stable base pay, bonuses based on short time periods and long-term awards such as stock options or performance shares (Conyon, 2006). Using LTIPs, directors have stronger incentives to help the company succeed financially since their rewards depend on producing value for shareholders.
In addition, performance-based compensation should be dependent on practical KPIs such as how the company grows, earns profits or uses its equity (Murphy, 1999). As a consequence, governance accountability addresses the expectations of external shareholders and the ABC family, who are its founders.
Sharing director pay details in annual reports makes things more transparent and gives shareholders the chance to exercise say-on-pay. Severe remuneration mismanagement can lead to poor results and a negative reputation, mainly for public market firms (Gregg et al., 2012).
[bookmark: _Toc199873794]D. Institutional Differences: UK vs Shanghai vs Netherlands
ABC Support Services Ltd should know about the major differences in institutions and regulations when thinking about listing in AIM or another country such as Shanghai or the Netherlands.
UK AIM allows companies more freedom and requires less to start compared to the London Stock Exchange’s main market. Firms of all sizes benefit from cost-effective ways to acquire funds, but having a code such as the QCA Code still means good corporate governance is important (Espenlaub et al., 2012). UK law stresses that shareholders come first, independent non-executive directors are important and a high level of information is revealed.
Meanwhile, the Shanghai Stock Exchange (SSE) is run by China’s Code of Corporate Governance, which puts greater focus on government control and the watchful eye of the board (Huang et al., 2018). Even though capital is easily accessible to Chinese companies, problems such as not having independent board members and weak enforcement of rights for shareholders continue (Clarke, 2003). Many foreign companies that list in Shanghai discover it is not easy to handle legal matters and transfer earnings back home.
Unlike some countries, the Netherlands combines stakeholder and shareholder aspects in its corporate governance structure by following the Dutch Corporate Governance Code (Monitoring Commissie Corporate Governance, 2016). It pays special attention to how the firm will perform long into the future and to building consensus among board members. A company can award loyalty shares to holders who have been shareholders for a long time, giving them control just like the holders of dual-class shares (Gelter, 2018).
Tax regulations, rules concerning workers and the language can be distinct as well. Since the Netherlands has good tax laws and access for EU investors, while Shanghai’s laws can be less certain for foreign companies, many businesses prefer the Netherlands for their operations. A change of headquarters would also involve adjustments to cultures, operations and rules.
This chapter provides an overview of key terms relating to businesses, explains how tax is used and draws links between tax and business activities.


[bookmark: _Toc199873795]Conclusion
Given the move from private status to AIM listing, ABC Support Services Ltd needs to reshape its governance structure. When the family’s stake drops to 30%, it is important to put in place measures that help the family keep control as they stay accountable to new investors. When a company follows good governance practices, it fulfils regulations, reassures investors and helps the company build value over time. Applying agency theory indicates that issues can arise after companies go public, which is why dual-class shares and bonuses based on how the company performs are important. Also, knowing the differences in the institutions of the UK, Shanghai and the Netherlands allows us to decide where and how to list and locate our headquarters. As we continue, having good governance in line with market practices will help ABC Support Services keep its credibility, competitiveness and responsibility in the public sector.



[bookmark: _Toc199873796]Recommendations 
ABC Support Services Ltd needs to use a dual-class share system so that the voting rights continue with the founding members after it lists on AIM. The shareholder agreement should clearly show which matters will require the approval of all shareholders and how new members of the board will be elected. The Remuneration Committee should consist of independent non-executive directors, and its task is to make sure employee compensation is fair, job-related, meets benchmarks and benefits the company. Increasing the effectiveness of governance should add independent board members, a reliable internal audit system and clear reporting methods according to the QCA Code. Although the UK offers a good balancing act for regulations and investors, the Netherlands has governance that looks after all parties and access to the EU. While Shanghai gives rapid access to capital, it has weaker laws that protect minority shareholders who are not from China. Because of this, choosing to list on AIM with a better governance and control structure and then seeking European expansion is the most strategic way forward. The steps will look after family interests and help the nation grow in a sustainable way.
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