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Cash Shells and SPACS (special purpose acquisition companies) are vehicles which
have no assets apart from cash and are listed on a stock exchange. These are vehicles
that can be attractive to private companies looking for cash and a stock market listing,
without having to embark on a full IPO process.
Our previous cash shell guide proved extremely
popular to a broad company and corporate advisor
audience in the UK and Internationally. This new
cash shell guide provides some important updated
information on our last guide.

has continued to increase in recent years. Many companies
understand the long-term benefits of being publicly traded,
however are discouraged by the time and cost involved in a
traditional IPO process.

The purpose of the guide is to provide an introduction to
cash shell transactions and the key issues that privately
owned companies may wish to consider when weighing
up a cash shell as a route to a stock market listing. As
with all Holland Bendelow wise guide publications, we
endeavour to demystify the processes involved in
stock market transactions without using excessive and
unnecessary jargon.

Whilst the AIM stock market has been active with cash
shell transactions over the past decade, the most recent
stock exchange rules governing cash shell transactions
on the market have changed the dynamics and frequency
of deals on the market. Meanwhile, the renewed interest in
the Standard List segment of The London Stock Exchanges
Main Market is seen by some as proof that this is a more
attractive and less costly destination. Nevertheless, AIM
continues to be the home for the majority of cash shells and
cash shell transactions.

Reverse transactions remain somewhat of a mystery. That’s
probably not surprising because cash shell transactions
generally attract minimal media coverage. Regardless of
this, the number of privately owned companies seeking a
private-to public transaction via a reverse takeover (RTO)

The use of cash from the shell, combined with a listing on a
UK stock market, remain of particular interest to companies
with ambitious acquisitive growth strategies. The benefit of
access to additional funding once listed to undertake ‘buy
and build’ strategies are extremely appealing.

We hope that you find this new publication a useful guide. Our consultants at Holland Bendelow will

be happy to answer your questions, and should you wish to proceed, identify appropriate shells, and

manage the process for your company. I would like to thank those who have contributed their considerable
knowledge and expertise to this guide.

John Holland
Managing Director, Holland Bendelow
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What are Cash Shells?
Cash shells are companies with a stock market listing that have an established board of directors, and some cash
in the bank. They differ from other listed companies because they have no active business. These are usually
established as ‘investment vehicles’, with the owners looking for a business to invest in.

Why do clean cash shells list on a
stock market?
In most cases, cash shells are formed with the sole purpose
of finding suitable privately owned businesses to invest in.
The owners of the shell are looking to increase the valuation
of the shell company, by incorporating the activities of a
‘target company’.

The key benefits of cash shells
• There is a transparent amount of cash already in the shell
ready to invest in the right target company

• When compared with a conventional IPO, the cash is

already in the shell meaning the success of the
transaction does not rely on attracting new investors to
support a fundraising

• A reverse transaction into an existing cash shell may be

quicker, and therefore a less costly method of achieving
an admission to a stock market and, at the same time,
accessing cash to grow a business

Legacy cash shells (Dirty shells)
Legacy cash shells are listed entities that have disposed
of their trading business. What remains is cash in its bank
and perhaps one or more directors. Because of this many
are referred to as ‘dirty shells’. However, this does not
necessarily mean that they are unsuitable for consideration.
Because these shells have had a past trading history, it’s
important to understand what has happened to the company,
why it became a shell, and what, if any, liabilities your
company will inherit if a reverse transaction is undertaken.
It’s important to use the services of a specialist to investigate
the shell company and also to undertake satisfactory levels
of due diligence to establish the extent of potential liabilities
which may include:

• Contractual obligations with suppliers
• The debts to previous customers
• Agreements with banks and other lenders
• Ongoing contracts with existing customers
• Employee contracts
• Potential tax liabilities

What do the owners of the cash shell
company gain?
Successful transactions involving shell companies may
enable the shareholders in the shell company to retain some
stake in a newly transformed entity, which hopefully will then
become a more successful enterprise. The benefit to the
shareholders of the shell company can be significant over
time, as they see the value of their shareholding increase.

4 What are Cash Shells?

Legacy cash shell companies may have an existing
shareholder base that has been built over a number of years.
That does not necessarily follow that shareholders in the shell
company will be prepared to remain investors in the new
company following the reverse transaction.
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New cash shells (Clean shells)
New cash shells are, as the name suggests, newly incorporated companies that have been listed on a stock market with cash
ready to invest in a suitable company. They have no trading activity and are commonly referred to as ‘clean shell’ companies.
These shells have no assets other than a board of directors. In some cases those involved with the shell may have particular
business sector knowledge. If so, they may be looking to invest in a company/s from that particular business sector, or ones
closely aligned to their particular expertise. Most stock exchanges permit the admission of clean shells to their markets, however
in the UK, stock market rules have tightened in this respect, most notably on AIM.
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What is a Reverse Takeover?
The terms used to discuss cash shells are often confusing.
In a reverse takeover, quoted cash shell (A) acquires private
company (B). Since (B) will nearly always be larger than (A),
it will end up with the majority of shares in, and thus control
of the merged entity (AB). In this process, (A) is said to
have conducted a reverse takeover, and (B) is said to have
reversed into (A).
The motivation for (B) is that the company gains admission to
a stock market and also access to the cash inside the cash
shell (A) to grow its business. Shareholders in (A) exchange
their shares in the dormant company for a stake in the new

6 What is a Reverse Takeover?

company (AB) which is likely to be more valuable than (A)
and which has the prospect of capital growth when the
business (AB) is successful.
These transactions are potentially achievable for privately
owned companies looking to gain a stock market listing and
access to growth capital. There is no restriction as to the
size and business sector of either (A) or (B), however (B) will
obviously require a business case that is appealing to the
shareholders of (A) and which provides the potential of the
combined company (AB) succeeding in the future.
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What do Cash Shell Transactions Offer?
Privately owned companies that are considering a
listing via a cash shell are often looking for similar
benefits to those companies that choose to list on
a stock market via an IPO. These include:
• Access to equity capital
• A platform which enables further fundraisings once listed
• The opportunity to enhance the value of the company
• A trading facility for the company’s shares
• A potential short, medium or longer term exit strategy for
existing shareholders
Whilst stock market commentators often have differing views
of taking the cash shell route over a traditional IPO, most
would agree that if undertaken correctly, cash shells can
offer private companies a number of unique benefits.

The certainty of cash –
The certainty of cash removes the risk of undertaking
a capital raising during the IPO process. By contrast,
companies using the traditional route of flotation and
undertaking a fundraising round have no such guarantee.
In some cases companies can undertake a significant
amount of work and spend considerable amounts of
money on advisor fees on the traditional IPO process, only
to find that they are unable to secure the total amount of
funding that they require at the time of listing. In extreme
cases the IPO is pulled.

A route to a stock market listing –
The process can be quicker than a traditional flotation,
however much will depend on the speed at which the
main heads of terms can be reached with the shell
owners, and also the degree of due diligence undertaken.
Although a re-admission document will have to be
prepared for the new entity, this can be undertaken
without the need to navigate through the formal admission
process associated with an IPO.

What do Cash Shell Transactions Offer? 7
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What are Drawbacks of a Cash Shell?
The costs associated with listing on any stock
market are not insignificant and the cost of a cash
shell transaction needs to be carefully weighed up
against the benefits in the medium and longer term
for the company.
Most companies are able to ‘back end load’ the majority of the
costs involved in a reverse transaction and most fees will also
be contingent on a successful outcome. Nevertheless some
upfront fees are inevitable. For example, there will be two
sets of lawyers and accounts involved with the transaction,
(one set to represent the shell company, and the other set to
represent the reversing company).

26 The role of Standard Listing advisors

Hidden liabilities –
Dirty shells may have a number of liabilities which must be
considered by the reversing company. However, in recent
years the quality of cash shells on the market has improved,
with every effort being made by market participants and
UK stock exchanges to ensure that shells are correctly
constructed and administered.

Managing existing shareholder expectations –
The new entity will inherit an existing shareholder base.
Whilst this can be extremely helpful in providing liquidity,
legacy shareholders could be unfamiliar with the new entity’s
business model or the sector in which it operates. For some
shareholders, who may be more risk averse, an early exit of
their investment may be preferable. The consequence of this,
regardless of how well the company is performing following
the reverse transaction, is that there may be short term share
price volatility.
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How to Undertake a Reverse
Transaction
Initial preparation

Targeting shells

Consider your own business and in particular its growth
strategy. Whether future growth is driven solely by
undertaking acquisitions or organic growth, it’s important
that your company can demonstrate that with an injection
of new capital from the shell and/or subsequently through
further fundraisings once listed, that additional growth can
be achieved.

Your cash shell advisor may draw up a shortlist of potential
cash shell candidates and help you weigh up the benefits
and drawbacks of each, before an approach is made.

It’s also important to be able to articulate the growth strategy
to cash shell owners, gatekeepers and advisors. To do
this, it’s helpful to have a professionally written proposition
document. This will include information about your company,
its growth strategy and in particular, some basic financial
projections which demonstrate how the cash in the shell will
be allocated and the potential future revenues that this may
produce.
Cash shells receive offers from a number of different
companies before an appropriate target company is found,
and a transaction undertaken. It is therefore imperative
that your proposal stands out from others and encourages
those responsible for managing the shell to enter into early
dialogue with your company and your cash shell adviser. The
most important aspect of the proposal document is for your
company to offer a balance of risk v reward which the shell
finds appealing.

Research
New cash shell companies are formed or come to the market
reasonably frequently and because of commercial pressures
and regulatory issues, generally do not stay as dormant
shells for long. Once the amount of funding required is
established and how the funding will be spent, a proposal
document should be prepared. A cash shell advisor will
undertake a search to establish the most suitable cash shells
available that match your company’s requirements.

Making an approach
In most cases it’s advisable for your cash shell advisor to
make an initial approach to the shell owners or their advisors
on your company’s behalf to assess the feasibility of a
transaction.
Assuming there is some interest, initial discussions will take
place between your advisor and the target cash shell/s
and their advisors. The next stage will involve your advisor
arranging a meeting with representatives from the cash
shell and their advisors. These discussions are likely to be
centred on your business and the benefits that it would bring
to owners of the shell. In particular, the shell owners will want
to know the valuation that you place on your business and
may require this to be substantiated. They will also want to
be comfortable with your business model and that forward
financial projections are achievable.
These early discussions can sometimes become
uncomfortable, as both sides obviously are seeking the best
deal in the interests of their respective shareholders. As a
potential target company it’s important to be respectful of
those managing the shell company, bearing in mind that
some of these individuals may be part of your new board
should a transaction be successful.

How to Undertake a Reverse Transaction 9
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Managing discussions

Process and timetable

The key issue ahead of agreeing heads of terms with the
shell is to be clear about what the cash shell shareholders
with more than a 10% stake are looking for in the transaction.
In the majority of cases they will be looking for the new entity
to provide some low risk capital growth.

The timetable for the transaction needs to be one that works
for both the shell and your company. As with most financial
transactions there are likely to be areas of the process that
will take longer than anticipated, so ‘float time’ needs to be
built into the time table to take account of potential delays.

Understandably, cash shells owners are generally risk averse
and so more inclined to be attracted to businesses with a
track record. However, if your company is unable to provide
this, then it is important to be able to demonstrate the
visibility of future revenues.

The heads of terms of the acquisition will be the first key area
to be agreed. This will include inter alia:

Cash shells are usually set up as ‘investment vehicles’,
and the owners and shareholders of a cash shell will
generally favour those target companies that are operating
in similar business sectors as those who are involved with
the shell. It’s beneficial from your company’s point of view if
those managing the shell have some knowledge of the
sector in which your business operates, so that technical
areas of your business can be quickly understood by the
shell representatives.

Assembling your advisor team
Prior to commencing the transaction your company will
need to assemble advisor teams to support you through
the transaction and to represent your company. Your cash
shell advisor will assist in this task. It’s usual to appoint
accountants and lawyers for their particular expertise. It’s
also important to seek the advice of an independent tax
advisor to consider areas such as advance tax clearance
to ensure that, as far as the vendor’s shareholders are
concerned, they qualify for rollover relief, if applicable.

10 How to Undertake a Reverse Transaction

• valuation of your company
• resulting shareholdings in the shell company following
the acquisition

• the amount of shares/ cash to be offered
• who will be on the board of the listed entity and in
what roles

Once these areas are agreed the shell company will seek
approval from its shareholders for the acquisition of your
company (the target company). Work will commence on
preparing a re-admission document to be submitted to the
stock market, and financial and legal due diligence tasks
undertaken on your company. When these key tasks are
completed a re-admission document is submitted to the
relevant stock market and once approved the transaction
can be finalised.

Costs
The non-contingent third party costs of the transaction are
usually absorbed equally between the shell and the target
company, and the costs paid out of the cash in the new entity
following the transaction.
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How to Assess the True Value of
a Cash Shell
The shell will have a visible market capital value,
however it’s helpful to understand what the true
value is, or could be to your company once the
new entity is listed on a stock market.

Cash available –
The shell will have a visible amount of cash in its bank and
so, in theory at least, this is the first place to start. In most
cases the amount of cash that is available will influence the
shells current valuation.

Existing shareholder base –
Although dependent on the structure of the shell, typical
shells will have the benefit of an existing shareholder
base. Some shareholders may decide to maintain their
shareholding, or even increase this as the transaction
gathers momentum.

Existing board –
For some but not all companies, there may be intrinsic value
added by keeping some of the knowledge and expertise of
the existing directors of the shell. This can be a significant
benefit if the expertise of these individuals is complementary
to your company. Also, if one or more of the members of
the board of the shell have a successful track record of
managing public companies, and are able to bring their
expertise into the new entity. For example, they may be
able to shoulder some of the regulatory or shareholder
communication responsibilities, enabling your board to
focus on running the new entity and growing the business
post transaction.

Tax benefits –
In certain circumstances your company may benefit from
the tax losses in the cash shell. These should be carefully
considered with a specialist tax advisor before any
assumptions are made.

Cost of shell route v traditional IPO –
The costs associated with a traditional flotation on any stock
market can be considerable. A flotation on AIM for example
could cost in excess of £500k. Although some costs will
undoubtedly be incurred in the cash shell transaction,
because key tasks such as due diligence will be required,
there may be savings in other areas. The major cost saving is
not having to raise new funding on the stock market, instead
relying on the cash which is already in the shell.

Accurate assessment of the value of a
shell company –
A cash shell consultant will be able to advise on the merits
of a particular shell company and enable you to make
a fully informed decision about the value of the shell to
your business, given your company’s particular set of
circumstances.

How to Assess the True Value of a Cash Shell 11
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Choice of Stock Market
There are cash shells across the UK stock markets and consideration needs to be given not only to the
merits of a particular shell, but also which market it is listed on.

AIM

Cash shells on AIM
AIM (The Alternative Investment Market) remains one of the
most successful growth stock markets in the world. Over
3,500 companies have joined the market since its inception
in 1995. The regulation of the market is designed to be
appropriate to the needs of smaller growing companies and
AIM investors continue to support AIM companies with repeat
fundraisings (further issues). Whilst in recent years fewer
smaller companies capitalised at less than £5m have joined
the market, AIM still remains the market of choice for the
majority of growing companies.
On 1 January 2016, the London Stock Exchange who own
and regulate AIM, introduced new rules to govern cash shells
on the market. The key changes are:

Investing companies –
The rules stipulate that investing companies (new cash
shells) have to raise a minimum of £6million in cash on
admission to AIM. This is a major change in the rules
governing newly formed cash shells (the previous minimum
was £3m).

Existing AIM companies –
Existing AIM companies do not become investing companies
following a disposal of a substantial amount of their business
and have six months (down from 12 months previously)
to complete a reverse takeover. If the company fails to
undertake this, then its listing on AIM will be suspended for
a further 6 months.

12 Choice of Stock Market

Implications of the new rules –
The new rules have made it more difficult for investing
companies to list on AIM given the minimum £6m minimum
rule for admission to the market. This has reduced the number
of new investing companies seeking admission.
The time limit of 6 months for cash shells to make acquisitions
mean shell owners are under more pressure to find a suitable
target company and complete the transaction quickly.

The benefits of AIM –
Once a reverse transaction has been successfully
undertaken, then your company can take advantage of
many of the benefits associated with a listing on the market,
including:

• a listing on one of the most liquid stock markets in
the world for the trading of shares in small and
growing companies

• a flexible regulatory regime that is designed specifically for
growing businesses

• the credibility and profile associated with a listing on a

London Stock Exchange owned and managed stock market

• for non UK companies, being part of a strong international

group of companies on AIM Currently approximately half of
the companies listed have their main operations outside
the UK

• access to the world’s largest pool of investment capital
which supports further fundraisings

• certain tax benefits for AIM company investors
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The Main Market

Cash shells on The Main Market

The Standard Listing Segment –

Within the London Stock Exchanges Main Market there are 2
segments:The Premium Listing Segment and the Standard
Listing Segment.

Cash shells are able to secure a Standard Listing. The
London Stock Exchange’s rules for companies seeking a
Standard Listing are more relaxed and an increasing number
of cash shell companies have successfully obtained a listing.

The Premium Listing Segment –
By choosing a Premium Listing companies are expected to
meet the highest standards of regulation and demonstrate
high levels of corporate governance. As a consequence,
The London Stock Exchange‘s admission rules mean that
cash shells are prevented from obtaining a Premium Listing.
The key rules which preclude cash shells stipulate that
new companies looking to be admitted to the market must
produce at least three years audited accounts together with
revenue streams.

Cash shell companies, supported by their advisors, are
required to prepare a prospectus and seek approval by the
United Kingdom Listing Authority (UKLA). However there are
other aspects of the admission process which some cash
shell companies may regard as being less onerous than
joining AIM.
Some companies choose a Standard Listing as a stepping
stone to a Premium Listing, once it has undertaken its initial
acquisitions and meets the entry requirements for admission
to the Premium Listing Sector.
Benefits of a Standard Listed shell:

• there is no requirement to appoint a sponsor (AIM requires
the appointment of a Nominated Advisor)

• there is no requirement to comply with the codes on
corporate governance

• there is no requirement to obtain shareholder approval for
a reverse transaction (AIM transactions do require this)

• there is flexibility on the rules regarding the approval of

a sponsor to related party transactions and flexible rules
governing the restrictions on share dealing by the
company and management

• subject to statutory requirements, cash shells are not

required to offer new shares for cash on a pre-emptive
basis to shareholders

Choice of Stock Market 13
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NEX Exchange

Formally known as ISDX, The NEX Exchange has 2 stock markets. The NEX Growth Market and the NEX Main
Board. Generally NEX discourage cash shells on these markets and, because of the small number of companies
listed on the markets, there are less opportunities for cash shell transactions.

NEX Growth Market –

NEX Main Board –

The Growth Market has been designed specifically for early
stage and entrepreneurial companies. The regulation of the
market therefore reflects this with no excessive red tape.
The market has a straight forward, quick and less expensive
listing process than for AIM or the Standard list, and
therefore companies may choose to go this route rather than
via a reverse into a shell company on the market.

The NEX Exchange Main Board is a market designed for
larger established companies. For those companies joining
the market via a traditional IPO route there is a requirement
to prepare a prospectus which needs to be approved by the
UK Listing Authority (UKLA).
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Case Studies
Satellite Solutions Worldwide reverse takeover
Satellite Solutions Worldwide undertook a reverse takeover
of Cleeve Capital plc which led to the admission to AIM of
the enlarged group. Cleeve had previously listed on the
Standard Segment of the Main Market as a cash shell raising
£3.2m and raised a further £2.3m in connection with the RTO.
The enlarged group was admitted to trading with an enlarged
market capitalisation (value) of £13.9m. Satellite Solutions
provides satellite broadband services in the UK and
across Europe. The Company used the proceeds from the
transaction to grow organically. Interestingly, this is one of a
small number of cash shells listed on the standard segment
of the Main Market to undertake a reverse transaction and
transfer to AIM.

Gear4music
Gear4music plc listed on AIM in 2015 with a market value of
around £28m and raised £10m in growth capital. Since then
the company has used AIM to support its growth to become
the UK’s largest online retailer of musical instruments
and equipment. The company now has 19 websites in 15
languages in 8 different countries. The value of Gear4music
is now over £100m.

Case Studies 15
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Cash Shell Advice
Holland Bendelow are the UK’s longest
established stock market consultants,
with a successful track record of advising
UK and International companies about
stock market flotations.

Call +44 (0)845 1223415
Visit www.hbcg.co.uk

We specialise in advising the directors and owners of privately
owned pre-float companies considering floating their companies
on any of the UK stock markets, including AIM, NEX Exchange,
The London Stock Exchanges Main Market ( Standard and
Premium Listings), and Asset Match. For further information
about cash shells please contact Holland Bendelow at:

Holland Bendelow

Holland Bendelow

35 New Broad Street

Leeds, LS1 4HY

New Broad Street House
London, EC2M 1NH

16 Cash Shell Advice
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Glossary of Stock Market terms
Admission - The admission of securities to trading on a stock market.
Admission and Disclosure Standards - The London Stock Exchange’s Admission and Disclosure Standards for securities admitted
or seeking to be admitted to trading, as set out in this document, as amended from time to time.
Admission Document - The disclosure document which a company applying for admission to AIM must produce. The document
contains information set out in schedule two to the AIM Rules for Companies. Unlike a Prospectus, an Admission Document does not
need the approval of the FSA.
AIM - Originally called the Alternative Investment Market. The London Stock Exchanges market for smaller growing companies.
Regarded as the most successful growth stock market in the world.
AIM Cash Shell - A cash shell is a company that does not quite meet the definition of a shell company, but whose main value
nonetheless lies in its listing rather than its assets or its business.
AIM Rules for Companies - The rules for companies admitted to trading on AIM or which are applying for admission to AIM
published by the London Stock Exchange.
Approved prospectus - The document produced by the company and its advisors to be approved by the Competent Authority of the
company’s home country, and published in relation to the admission of securities to a regulated stock market, or an offer of securities
to the public.
Capital structure - The capital structure of a company is the particular combination of debt, equity and other sources of finance that
it uses to fund long term financing.
Chinese wall - A system designed to prevent confidential information leaking from one department of a financial institution to
another.
Combined Code - The benchmark for best practice corporate governance.
Corporate Governance - Used to describe the systems used to control corporations. There are corporate governance codes and
recommendations that are not compulsory.
Covered warrant - A listed security issued by a party other than the issuer or originator of the underlying asset that gives the holder
the right, but not the obligation, to buy or sell an underlying asset at a specified price during, or at the end of, a specified time period.
City Code - Rules, administered by the Panel, governing offers for public companies.
Class tests - Tests set out in the London Stock Exchanges AIM Rules for Companies which are used to establish what type of
transaction involving a company is taking place. These could be a substantial transaction, a related party transaction, a reverse
takeover or a disposal resulting in a fundamental change of business.
Close Period - A period of time in which an AIM company must ensure that its directors and applicable employees do not deal in
any of its own shares. This is a period of two months before the publication of a company’s annual results and the period of two
months immediately preceding the announcement of its interim results. In addition, a company will also be in a close period if it is in
possession of unpublished price sensitive information.
Continuing obligations - The rules applicable to AIM companies on a continuing basis following admission to the AIM Stock Market.
CPR - A competent person’s report. The rules and requirements of which are contained in the Guidance Note for Mining, Oil and Gas
companies published by the London Stock Exchange. These are specific guidelines that relate only to resource companies.
CREST - The system for the paperless settlement of trades in securities and the holding of certificated securities operated by
Euroclear UK & Ireland Limited (previously CRESTCo Limited).
Depositary receipt (DR) - A transferable certificate that represents shares in a company and confers certain rights in respect of
those shares, issued by a depository bank for the purposes of admission to trading.
Dividend - The part of a company’s profits after tax which is distributed to shareholders, usually expressed in pence per share.
DTR - The Disclosure and Transparency Rules published by the FSA.
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Dual listing - A dual listing of a company is a way for a company to have two equal listings (neither being a secondary listing) in
different markets.
Due diligence - The process of obtaining all information about a company to ensure that the company is appropriate to be admitted
to the AIM stock market.
EPS - Earnings per share (EPS) is the profit attributable to shareholders (after interest, tax, minority interests and everything else)
divided by the number of shares in issue.
Equity - The stake its owners have in the company. This is the risk sharing part of a company’s capital, usually made up of ordinary
shares.
FSA - The Financial Services Authority, who act as the competent authority in the UK.
FSMA - The Financial Services and Markets Act 2000.
FTSE Indices - Maintained by FTSE International which demonstrate the performance of various sectors of the UK and European
markets. These include indices for the Main Market, such as the FTSE 100 the largest 100 companies by market capitalisation on the
market. Also indices for AIM, such as the AIM 50.
Flotation - When a company’s shares are admitted to trading on a Stock Exchange.
Free float - The amount of shares in a company which are in ‘public hands’ i.e. not owned by a director of the company or its
subsidiaries, or individuals connected with the company and any person holding five per cent or more of the shares.
Gearing - Often known as leverage, measures the extent to which a company is funded in debt. A common definition is debt divided
by shareholders funds.
Insider dealing - The purchase or sale of securities by someone who possesses ‘inside’ information affecting securities which has
not yet been made available to the market and which, if made available, would significantly affect the share price. In the UK this is
regarded as a criminal offence.
Introduction - A method of obtaining admission to AIM without an offering of shares.
IPO - An Initial Public Offer is the sale of shares to the public as a precursor to the shares trading on an exchange for the first time.
Issuer - an entity with a class of securities admitted to trading on a stock market.
Issuer - An entity with a class of securities admitted to trading on a stock market.
Listed company - Acompany is said to be listed or quoted or having a listing of its shares. It is the company’s shares, not the
company that is listed.
Listed/Listing - The admission of securities to a listing by a competent authority under the law or regulation of a member state
implementing EU directive 2001/34/EC.
Listing Particulars - A document in such form containing such information as may be prescribed by the Listing rules of the FSA.
Long form report - A financial due diligence report prepared by accountants on the company and its subsidiaries. In contrast to the
short form report, this document is not disclosed to the public.
LSE - London Stock Exchange plc. The LSE operates AIM and the Main Market.
Listing Rules - The Listing Rules of the United Kingdom Listing Authority.
Liquidity - The ease with which a security can be traded without influencing the price.
Lock-in - An agreement that means a shareholder will not dispose of any shares in the company for a specified period after
admission to AIM. This can be subject to exceptions.
Market capitalisation (Market Cap) - The total value of the shares of a company, sector or market.
Market Maker - A securities firm which is obliged to offer to buy and sell securities in which it is registered to the market for the first
time or issues of extra shares.
MIFID - The European Parliament and Council Directive on markets in financial instruments
New issue - An issue of shares when the company comes to the market for the first time or issues extra shares.
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Nominated Advisor - A firm approved by the London Stock Exchange to support flotation’s on AIM, and to be retained by the
company for the duration of its time on the market.
Prospectus Regulation - Commission Regulation (EC) No 809/2004 implementing the Prospectus Directive as regards information
contained in prospectuses as well as the format, incorporation by reference and publication of such prospectuses and dissemination
of advertisements. The Prospectus Regulation contains the detailed contents requirements for a prospectus.

Prospectus Rules - The prospectus rules published by the FSA. These now form part of the FSA Handbook.
Offer price - The selling price for securities in the market.
Offer for subscription - A method of bringing a company to market. The public can apply for shares in the company directly at a
fixed price.
Official List - The list maintained by the FSA of those securities which have been admitted to listing.
Order book - A facility operated by the London Stock Exchange for the electronic submission and automatic execution of orders in
any order.
Ordinary Shares - The most common form of share. Holders may receive dividends in line with the company’s profitability and on
the recommendation of its directors.
Panel - The Panel on Takeovers and Mergers. The Panel is an independent body whose main functions are to issue and administer
the City Code and to supervise and regulate takeovers and other matters to which the City Code applies in accordance with the rules
set out in the City Code.
Placing - An issue of shares to institutional and other selected persons rather than to the general public.
Preference Shares (prefs) - These are legally shares, but they are different from ordinary shares. The economic effect of prefs is
more like that of bonds. Like convertibles, they are regarded as hybrids of debt and equity.

• Dividends on preference shares have to be paid before dividends in ordinary shares
• Preference Shareholders have a higher priority if a company is liquidated than ordinary shareholders, although a lower priority
than debt holders

• Dividends on ordinary may not be paid unless the fixed dividends on preference shares is paid first
• In the case of cumulative prefs, if the dividend is not paid in full, the unpaid amount is added to the next dividend due.
• Preference dividends are fixed, so they do not participate in increases in profits as ordinary shareholders do
Price/earnings ratio (P/E ratio) - The P/E ratio is a measure of the level of confidence investors have in a company. Generally,
the higher the figure the higher the confidence. It is calculated by dividing the current share price by the last published earnings per
share – where earnings per share is net profit divided by the number of ordinary shares.
Primary market - The function of a stock exchange in bringing securities to the market for the first time. Money is raised either for
the company at admission or through further issues to fund future growth.
Prospectus - When a company applies for a listing of its securities which are to be offered to the public in the UK, a prospectus
is required in accordance with the UKLA’s rules, detailing information on the company, its accounts, directors and its securities
listed. Most AIM fundraisings are structured as Placings to avoid this requirement. The threshold for fundraisings which require a
prospectus is €5 million. Offers of shares made to less than 150 persons per member state also not require a prospectus.
Private company - A company which is not a public company and which is not allowed to offer its shares to the general public.
Professional Securities Market (PSM) - The London Exchange’s market for debt securities or depositary receipts of any
denomination, aimed at a professional investor audience.
Public Limited Company (plc) - A company whose shares may be purchased by the public and whose share capital is not less than
a statutory minimum. Not all plcs are listed companies.
Recognised Investment Exchange (RIE) - An organisation that is recognised by FSA as complying with the recognition
requirements laid down in the Financial Services and Markets Act 2000 (Recognition Requirements for Investment Exchanges and
Clearing Houses) Regulations 2001.
Registrar - An organisation responsible for maintaining a company’s share register.
Related Party - Any director of the company or any other group company, any substantial shareholder who holds 10% or more of the
company’s shares or any associate of any director or any substantial shareholder.
Reporting Accountants - The accountants appointed by the company to, among other things, prepare the long form report and the
short form report.
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Reverse takeover - A reverse takeover is one in which control goes to the shareholders of the company that is legally the one that is
bought. The term is used to describe the purchase of a listed company by an unlisted company.
Rights issue - A rights issue is a way in which a company can sell new shares in order to raise capital. Shares are offered to
existing shareholders in proportion to their current shareholding. Rights issues are common because shareholders have the right of
first refusal (pre-emption rights) on the new issue of shares.
Scrip dividend - The distribution of cash to shareholders with option to elect to receive shares in the company instead of the cash
payment.
Secondary listing - A security may be listed in more than one market. It is common for such listing to be a primary listing with others
secondary listings.
Settlement - The process of transforming stock from buyer to seller to buyer and arranging the corresponding movement of money
between the two parties.
Share Capital - Share capital is an accounting number that is part of the breakdown of shareholders equity on the balance sheet.
Shareholders’ Funds - Shareholders’ funds is the balance sheet value of the shareholders interest in a company.
Shell Company - A shell company is a company that exists but does not actually do any business or have any assets. Given that
it take time and money to obtain a listing on any stock market, a listed shell has significant value even if does not have any assets.
Listed shells are therefore often targets for reverse takeovers.
Short form report - The accountants’ report on historical financial information which is reproduced in the Admission Document.
Stock - When referred to as a security is the security not divided into units, as shares and corporate bonds usually are.
TradElect - A system operated by the London Stock Exchange which supports the trading services, facilitates quote and order entry,
automatic execution of orders, receipts and publication of trade reports, and which is a reporting system.
UK Corporate Governance Code - This sets out best practice in relation to issues such as board composition and development,
remuneration, accountability and audit and relations with shareholders.
UKLA - The Financial Services Authority acting in its capacity as the United Kingdom’s Listing Authority.
Underwriting - An arrangement by which a company is guaranteed that the issue of shares will raise a given amount of cash.
Underwriters undertake to subscribe for any of the issue not taken up by the public. They charge a commission for this service.
Verification - The process, based on written questions and answers, which is designed to ensure the accuracy of the information
(other than financial information) contained in the Admission Document.
Warrants - Securities giving the holder a right to subscribe for a share or a bond at a given price and from a certain date.
Working capital statement - A statement by the directors of an AIM company in the Admission Document that in their opinion the
working capital available to the company is sufficient for at least 12 months from Admission to AIM.
Yield - The return earned on an investment taking into account the annual income and its present capital value. There are a number
of different types of yield, and in some cases different methods of calculating each type.
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LEGAL DISCLAIMER
This document has been compiled by Holland Bendelow who have attempted to ensure that the information in this document is accurate,

however the information is provided “AS IS” and on an “AS AVAILABLE” basis and may not be accurate or up to date. Holland Bendelow does

not guarantee the accuracy, timeliness, completeness, performance or fitness for a particular purpose of the document or any of the information
in it. Holland Bendelow is not responsible for any third party content which is set out in this document. No responsibility is accepted by or on
behalf of Holland Bendelow for any errors, omissions, or inaccurate information in the document. No action should be taken or omitted to be

taken in reliance upon information in this document. Holland Bendelow accepts no liability for the results of any action taken on the basis of the
information in this document.

All implied warranties, including but not limited to the implied warranties of satisfactory quality, fitness for a particular purpose, non-infringement,
compatibility, security and accuracy are excluded by Holland Bendelow to the extent that they may be excluded as a matter of law. Holland

Bendelow does not warrant that the document is error free or that any defects will be corrected. Holland Bendelow expressly disclaims all liability
howsoever arising whether in contract, tort (or deceit) or otherwise (including, but not limited to, liability for any negligent act or omissions) to

any person in respect of any claims or losses of any nature, arising directly or indirectly from: (i) anything done or the consequences of anything

done or omitted to be done wholly or partly in reliance upon the whole or any part of the contents of this document, and (ii) the use of any data or
materials in this document. Information in this document is not offered as advice on any particular matter and must not be treated as a substitute
for specific advice. In particular information in the document does not constitute professional, financial or investment advice and must not be
used as a basis for making investment decisions and is in no way intended, directly or indirectly, as an attempt to market or sell any type of

financial instrument. Advice from a suitably qualified professional should always be sought in relation to any particular matter or circumstances.
Electronic mail copies of this document are not official unless authenticated by Holland Bendelow Limited and are not to be modified in any
manner without Holland Bendelow Limited’s expressed written consent.
Holland Bendelow’s logo is a registered trade mark.
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