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Forward
This guide provides information for companies that
may be considering a transaction with a UK listed cash
shell. The guide is designed to demystify the process
of undertaking such transactions.
In recent years the number of cash shells available have represented between
4%-8% of the total listed companies on UK Stock Markets. Clearly this is a
significant number, and each has its own particular characteristics and amount
of cash. The majority of listed cash shells trade on their respective stock
markets at a premium to their net assets, and most have little in the way of
fixed assets.
Cash shells can be found across the 3 largest stock markets in the UK including
AIM (The Alternative Investment Market) and The Main Market, both operated
by The London Stock Exchange. In addition, cash shells, or ‘investment vehicles’
are found on the ISDX stock market which is operated by I-CAP.
The use of cash from the shell, combined with a listing on a UK stock market
are of particular interest to companies looking to fund ambitious acquisitive
growth strategies. Typically a cash shell will be admitted to the stock market,
without any trading history or assets but with the cash, managerial knowledge
and expertise to acquire businesses with growth potential.
We hope that you find this publication a useful introduction to cash shells, our
consultants at Holland Bendelow are happy to answer further questions that
you may have. I would like to thank all the contributors to this guide for their
valuable input and expertise.

John Holland
Managing Director
Holland Bendelow
Flotation Consultants
+44 (0)845 1223415
www.hbcg.co.uk

‘Clean’ cash shells
Clean cash shell companies are formed from cash reserves with the sole purpose
of finding a suitable business which is privately owned, that would add value to the

What are cash shells?

clean shell company, and could undertake a reverse transaction into it.
Usually a clean cash shell is a new company without a previous trading history or
other legacy issues that could pose a risk to the reversing company.

Cash shells are companies with a stock market quote, established board of
directors, and usually money in the bank, but no active business. These are
generally, but not always, set up as an ‘investment vehicle’. The directors and
shareholders of a cash shell are looking for a business, or businesses,

‘Dirty’ cash shells

to fund.

Because a shell is considered ‘dirty’ it does not necessarily follow that it is not a
suitable shell for a company to consider reversing into. However there are some

Firstly, cash shells may be existing listed companies that have disposed of

valuable health warnings to consider first. A good place to start is to understand

their entire trading businesses, and the only remaining asset is the cash that

the full history of the company, how it has become a shell, and what, if any, liabilities

it received from the proceeds. Alternatively, cash shells may be newly

your company will inherit if a reverse transaction is undertaken.

incorporated companies that are admitted to a stock market with funds

It therefore becomes important to engage the services of a specialist to investigate

ready to invest in a suitable company. These cash shells are often referred to

the shell company and also to undertake satisfactory levels of due diligence to

as ‘clean shell’ companies. Such entities are unlikely to have any assets other

establish the extent of potential liabilities which may include;

than a management team often with proven sector knowledge and

• The debts to previous customers

expertise. The cash in the shell will have been raised from the cash shells

• Ongoing contracts with existing customers

financial backers and in some cases this will include the cash shells own

• Contractual obligations with suppliers

senior management team.

• Agreements with banks and other lenders
• Employee contracts

Whilst stock exchanges generally have no issues with companies disposing

• Potential tax liabilities

of their trading business to make a profit and becoming cash shells, over

In most cases ‘dirty’ cash shell companies will have an existing shareholder base that

recent years a number of stock exchanges, including AIM, have tightened

has been built over a number of years. This can act as a useful platform from which

their rules governing the listing of clean cash shells.

to broaden your company’s shareholding in future.
However, it’s worth noting that inheriting a list of existing shareholders in the shell

Where an existing listed stock market company has become a cash shell,

company does not necessarily mean that they will all want to remain investors in the

most stock exchanges require that the shell re-invest its cash into a business

new company following the reverse transaction.

within a certain period of time or face the threat of de-listing.

For some privately owned companies, using a cash shell route to a stock market

Historically the average size of cash shells on the UK stock markets has been

listing may provide a less risky and quicker route than the more conventional method

around £5 million. In recent years the UK stock market that has been home

of stock market admission and fundraising. In the UK around 100 cash shells are

to the greatest number of cash shells is AIM.

listed across The London Stock Exchange’s AIM stock market and Main Market, and
ICAP’s ISDX stock market.
The total cash held in listed cash shells in 2014 was £563m with the
average shell holding around £5m. Clearly this represents a potentially significant
source of funding for the right companies who are seeking both cash and a stock
market listing.

What are the benefits of cash shells?

Why consider a cash shell transaction?

• There is a transparent amount of cash already in the shell ready to invest

Many of the benefits that companies enjoy having undertaken a flotation

in the right company.
• By comparison with the conventional flotation, the fact that cash is

and fundraising via the traditional route apply to those that have chosen to
reverse into a cash shell.

already in the shell means 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

The main reason companies are drawn towards a cash shell transaction is
the guarantee that there is already cash available to be used. By contrast,

therefore a less costly method of achieving an admission to a stock

companies using the more traditional route of flotation and undertaking a

market and at the same time, accessing cash to grow a business.

fundraising have no such guarantee that the required funds can be raised.
So in many cases it is the transparency of the cash in the shell that becomes

Over recent years companies have proven that, if properly researched and

the key driver.

advised, reverse transactions into listed cash shells can be undertaken
successfully with the cash in the shell put to good use.

What do the owners of the cash shell company gain?

A reverse transaction into a listed cash shell provides public company
status, in many cases without having to navigate through the formal
admission process associated with a traditional flotation. As the
company grows following a transaction there is the added benefit of an

Successful transactions involving shell companies may enable the

increased market capitalisation for the company as the share price increases.

shareholders in the shell company to retain some stake in a newly
transformed entity which hopefully will then become a more successful

In most cases a cash shell will have an existing board of directors in place.

enterprise. The benefit to the shareholders of the shell company can be

Depending upon the backgrounds of the individuals involved, these may be

significant over time, as they see the value of their shareholding increase.

useful additions to a reversing company’s board particularly if they have
appropriate business sector knowledge or possess the experience of running
a company on a public market.
Once listed on a UK stock market a company that has joined via a cash shell
route enjoys the same benefits as those companies that have joined via a
traditional admission route. These include the opportunity to undertake
further fundraisings on the market using its listed status. Existing
shareholders may wish to use the public company status for an exit or
partial exit.

What are the
potential pitfalls?

How the process works

There’s no escaping the fact that the costs associated with becoming a

How do privately owned companies go about raising funding and gaining a

public company either via the traditional route, or via a reverse transaction

stock market listing via a reverse transaction into a cash shell?

are considerable. Advisor fees may be back end loaded and the majority
of listing costs taken out of the proceeds, nevertheless some upfront fees
ahead of admission are unavoidable.

Companies expecting a cheap
and cheerful route to a public
listing via a cash shell need to
mindful of the drawbacks.

First steps

Choice of Shell

The initial steps are much the same as for

New clean shell companies are formed or

any privately owned business seeking equity

come to the market reasonably frequently

funding. Take a close look at your own

and good quality cash shells often don’t stay

significant because of the need for

business and assess if you have growth a

around for long. If you know the amount of

two sets of lawyers and

strategy that may interest the managers

cash your business needs net of expenses,

of cash shell company. It is unlikely that

then ask a cash shell expert to undertake a

cash shells will be interested in supporting

search and to establish the most suitable

a transaction if you are not able to provide

cash shells available that match your

a strong case for using the cash to enhance

company’s requirements. Your advisor will

your company’s future revenues.

draw up a shortlist of potential cash shell

In addition, in some cases, the
advisor costs involved in the cash
shell transaction can be

accountants. One set to
represent the shell company,
and the other set to represent the
reversing company.

Dirty shells may have a number of legacy liabilities which must be considered
by the reversing company. It’s sensible to account for these upfront so the
true costs associated with the transaction can be considered in advance of
any decision to proceed.
The new entity will have an existing shareholder base. Whilst this can be
helpful in providing potential liquidity, it is important to bear in mind that

candidates and help you weigh up the
To start the ball rolling you will require

benefits and drawbacks of each, before an

a professionally written business plan,

approach is made.

including financial projections. Ideally you
should also include a model which clearly
demonstrates how the cash in the shell
company would be used and the benefits for
your business, and the shareholders of the
cash shell company.

these shareholders will have invested in a different business to yours and

Often there is only one chance to impress

possibly in a different business sector. In some cases this may mean that

and therefore these documents should be

these shareholders could look to exit their investment if and when the share
price reaches what they consider to be a satisfactory level. The consequence
being that regardless of how well the company is performing following the
reverse transaction, exiting shareholders may cause the share price
to suffer.

prepared by your company with the support
of cash shell professionals. The key issue is
to offer the shell the right balance of risk vs
reward.

Approaching the owners of the cash shell
It’s often useful for a third party to make an initial enquiry into the feasibility of a transaction
with a cash shell company. Your cash shell advisor will be able to undertake this on your
behalf.
Initial discussions may be undertaken between your advisor and the target cash shell/s and
their advisors. The owners of cash shells will be particularly interested to understand your
business model and how the cash in the shell could be used effectively by your company.
Your advisor will arrange a meeting with representatives from cash shells and their advisors,
and discussions will commence regarding the possibility and suitability of a reverse
transaction. Be prepared for discussions regarding the value of your company and the terms
of such a transaction, inevitably compromises are usually made on both sides.
It is important to be respectful of the board of the shell company and bear in mind that some
or all of these individuals may be part of your new board should a transaction be successful.

Be aware of the
objectives of the cash
shell owners
It’s important to pay particular attention to the
needs of cash shell shareholders with more than
10% stake. In most cases cash shell owners will be
looking for the new entity to provide decent capital
growth.
Cash shells owners are as risk averse as other
equity investors and will therefore be more inclined
to be attracted to established businesses with a
track record of growth. Equally important to them
will be the transparency of future revenues your
business can demonstrate.
Clean cash shells are generally set up as an
‘investment vehicle’, the directors and shareholders
of a cash shell are looking for a business, ideally
from the same or similar business sector as the
background and experience of the directors of the
cash shell.

Assemble advisor
teams
Before your company undertakes the transaction
it’s particularly important to seek the advice of an
independent tax advisor to consider areas such as
advance tax clearance.

What is the real value
of a shell company?
One of the most important issues is assessing the true value of a cash shell
and its value to your company.
One of the most frequent questions we are asked is how to value cash shells. Clearly the first
place to start is with the cash that is already in the shell. This will, in most cases, influence the

Choice of
stock market
There are 3 major stock markets in the UK, all of
which have cash shells listed. The question is not
just which cash shell to choose, but also which
stock market.

shells current valuation. However the value of an existing stock market listing is undoubtedly
of some value as it has the benefit of having an existing shareholder base. For some companies there may be added value in adopting the expertise of the existing directors of the shell,
particularly if the shell is in the same or similar business sectors to your own company. If one
looks a little closer there may also be some less obvious benefits hidden away. For example, in
certain circumstances your company may benefit from the tax losses in the cash shell. These
should be carefully considered with a tax advisor before any assumptions are made.
The costs associated with a traditional flotation on any stock market are considerable. Even
though advisor fees are often back end loaded, and the majority of the costs taken out of the
proceeds of the fundraising, there are always some up-front costs. A typical AIM flotation
raising £5m is likely to cost in excess of £500k. So whilst the costs associated with
undertaking a cash shell transaction are not insignificant, and key tasks such as due diligence
will still be required, there may be savings to be made in certain, but not all circumstances.
Cost savings of using a cash shell route are usually dependent on the savings associated with
not having to raise new funding on the stock market, instead relying on the cash which is in
the shell.
For the majority of companies it makes sense to properly compare the cash shell route with
a traditional flotation first. This can be done by undertaking a feasibility study at the outset.
If your company has the in-house stock market expertise to undertake this then it may be
relatively straightforward. If not, then a flotation/cash shell consultant will be able to produce
a bespoke report which will enable your company to make an informed choice about the most
appropriate route for your company’s particular set of circumstances.

Cash shells on AIM

?

In 2005 the London Stock Exchange changed the

clear investing strategies from some AIM-listed

rules governing newly listed AIM cash shells so

cash shells. Prior to this, AIM cash shells had

that investing companies must raise a minimum

a remit to pursue a broad range of investment

of £3 million. This was introduced with the

opportunities.

objective of increasing the size of the required
fundraising by the cash shell. The rules were

Since the changes, the regulations require

designed to bring in greater scrutiny of cash

the investing policies of cash shells to be

shell investment strategies and the experience

more detailed so that potential investment

of the directors of cash shells.

opportunities are clear to investors, and can be
used as a guide by stock market investors to

The London Stock Exchange also introduced

base their investment decisions upon.

additional rules for cash shell companies, which
meant that any fundraising undertaken by the

Some would argue that the consequence of the

cash shell must be from independent investors,

tightening up of the rules governing cash shells

rather than from a company’s owners and/or

on AIM has meant that the cash shells have

managers.

lost a degree of flexibility to take advantage of
investment opportunities, as the rules require

The rationale for these rule changes was to

AIM cash shells to have their major transactions

safeguard AIM’s reputation, particularly in light

approved by their shareholders.

of concerns from some quarters about less than

Cash shells on The Main Market

ICAP Securities & Derivatives Exchange (ISDX)

Within the Main Market there are ‘Premium

Cash shell companies, supported by their

ISDX is a London based stock exchange providing UK and international companies with access to

Listings’ and ‘Standard Listings’ segments

advisors, are required to prepare a prospectus

European capital through a range of fully listed and growth markets. ISDX was previously known

together with a ‘High Growth’ segment. A

and seek approved by the United Kingdom

as the PLUS Stock Exchange. Technically ISDX have no shells on the market and the ISDX rules

Premium Listing on the London Stock Exchanges

Listing Authority (UKLA).

specifically exclude them. However some ‘investment vehicles’ can still be found on the market.

Main Market is only accessible to trading
companies who issue equity and by closed
and open-ended investment entities. Those
companies (Issuers) with a Premium Listing
are required to meet the UK’s super-equivalent
rules. These are generally higher than the EU
minimum requirements. By choosing a Premium
Listing companies are expected to meet the

However there are

other aspects of the admission process which
some cash shell companies may regard as being
less onerous than joining AIM. For example, there
is no requirement for shareholder approval for
a reverse takeover. Also, the company is not
required to appoint and retain a Nominated
Advisor. There is more flexibility on the rules

highest standards of regulation and demonstrate

regarding the approval of a sponsor to related

high levels of corporate governance. As a

party transactions and more flexible rules

consequence, The London Stock Exchange‘s

governing the restrictions on share dealing by the

admission rules mean that cash shells are

company and management. Subject to statutory

prevented from obtaining a Premium Listing. The

requirements, cash shells on a Standard Listing

key rules which preclude cash shells stipulate

are not required to offer new shares for cash on a

that new companies looking to be admitted to

pre-emptive basis to shareholders.

the market must produce at least three years
audited accounts together with revenue streams.
Cash shells are however permitted on the
Standard Listing. The London Stock Exchanges
rules for companies seeking a Standard Listing
are more relaxed and a number of cash shell
companies have successfully obtained a listing
since 2010.

It is clear that since 2010, some, if not all of these
benefits have attracted a number of cash shells
to choose a Standard Listing as opposed to AIM.
For some of these companies the ultimate goal
will be to use the standard listing as a stepping
stone to a premium listing once it has undertaken
its initial acquisition transactions and meets
all the regulatory requirements for a Premium

The process of admission to a Standard Listing
for a cash shell is less than straight forward.

Listing.

Cash shell case studies
Haversham Holdings

Ven Life Sciences

Shell company Haversham Holdings completed a £1.2bn reverse takeover of British Car Auctions

Armscote Investment Company Plc was a cash shell established on the ICAP Securities & Derivatives

(BCA), the owner of webuyanycar.com. BCA is the UK’s largest second hand car seller. In conjunction

Exchange (ISDX) having raised circa £600,000 to acquire small and medium sized private companies

with the acquisition, Haversham, changed its name to BCA Marketplace and subsequently re-listed

in the UK with strong management and significant growth opportunities.

on The London Stock Exchanges Main Market.
Venn Life Sciences Limited was a small Clinical Research Organisation providing a suite of consulting
Haversham was formed by specialist investment house Marwyn and former Autologic CEO Avril

and clinical trial services to pharmaceutical, biotechnology and medical device organisations and

Palmer-Baunack. The company was supported by some large institutional investors including

having operations in France, the Netherlands and Ireland, with a branch office in Switzerland. The

Aviva and Capital Global. Whilst the Marwyn’s holding in the new venture reduced to 2 per cent,

Company required funding to grow via strategic acquisition to other European countries. Following

its founders James Corsellis and Mark Watts joined the BCA Marketplace board as non-executive

the transaction the enlarged group was renamed Venn Life Sciences Holdings Plc and floated on

directors.

AIM. It currently has a market capitalisation of nearly £9m.

The acquisition was funded by a £1bn share issue, with a considerable tranche of funding allocated
to address the debts incurred by BCA under its private equity ownership. A £200m term loan facility
was agreed with HSBC to fund working capital requirements and repay the balance of debt. On
completion, the net debt is expected to be £127m. Following the sale, BCA shares retained by their
previous private equity house Clayton Dubilier & Rice, which acquired BCA in 2010, were required to
be held for at least a 3 month lock in period. Other shareholders were locked in for a year.
BCA has two main operating divisions, vehicle buying (webuyanycar.com) and vehicle remarketing.
The growth strategy for the new listed entity is to increase its auction revenues and to support this
with new buyer finance services.
The deal was the first for Haversham since it listed on AIM to fund “acquisitions of substantial
companies and businesses in the UK and European automotive, support services, leasing,
engineering or manufacturing sectors.” Haversham raised £30m at the time of listing to fund due
diligence and working capital requirements for potential acquisitions.

Making cash shell transactions happen
Holland Bendelow are the UK’s leading flotation and cash shell consultancy, with a successful
track record of advising UK and International companies about stock market flotation.
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,
ICAP–ISDX, The London Stock Exchanges Main Market, and Asset Match.

For further information about cash shells please contact
Holland Bendelow +44 (0)845 1223415 or visit www.hbcg.co.uk

Glossary of stock market terms

Legal Disclaimer

Admission - the admission of securities to trading on a stock market.

This document has been compiled by Holland Bendelow who have attempted to ensure that the

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.

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

Equity - is the stake its owners have in the company. This is the risk sharing part of a company’s

fitness for a particular purpose of the document or any of the information in it. Holland Bendelow

capital, usually made up of ordinary shares.

is not responsible for any third party content which is set out in this document. No responsibility is

Flotation - when a company’s shares are admitted to trading on a Stock Exchange.
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.
Listed company - a company 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.
Market capitalisation (Market Cap) - the total value of the shares of a company, sector or market.
Private company - a company which is not a public company and which is not allowed to offer its
shares to the general public.
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.

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

Reverse takeover - a reverse takeover is one in which control goes to the shareholders of the company

document. Information in this document is not offered as advice on any particular matter and must

that is legally the one that is bought. The term is used to describe the purchase of a listed company

not be treated as a substitute for specific advice. In particular information in the document does not

by an unlisted company.

constitute professional, financial or investment advice and must not be used as a basis for making

Shell Company - a shell company is a company that exists but does not actually do any business.

investment decisions and is in no way intended, directly or indirectly, as an attempt to market or

Given that it take time and money to obtain a listing on any stock market, a listed shell has significant

sell any type of financial instrument. Advice from a suitably qualified professional should always be

value even if does not have any assets. Listed shells are therefore often targets for reverse takeovers.

sought in relation to any particular matter or circumstances.

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.

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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