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IPO remuneration guide

A guide for companies seeking admission on AIM
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Introduction

Z
Welcome to the Ellason 2025 IPO remuneration guide for AIM admissions C;_g'
O
cC
Q
+ Joining a public market is one of the biggest decisions a Snapshot of the UK IPO Market 6
business can make, and doing so brings significant changes Admissions on AIM* >
to remuneration and governance. We have developed this 40 300
guide to help companies navigate the remuneration -
implications of the IPO process and provide an insight into " 250 E
executive reward practices for companies being admitted O 30 205 .
ot 200 &
on AIM. & S
* Do not hesitate to share this report with colleagues, and/or g 20 150 £
contact the Ellason team if you have any questions on this S ¢ 109 100 &
. 5 & 38 ¢ 93 &
report or have any other remuneration matters you would =z 10 P
like to discuss. E 0 2
*  The Ellason library also includes detailed pay trends reports 0 3 L3 0
for the AIM100, AIM Smaller companies, FTSE SmallCap, 2020 2021 2022 2023 2024
FTSE250 and FTSE100 — contact one of the team if you
would like a copy. After a significant jump in AIM admissions in 2021, the number of IPOs

has fallen dramatically with only six over the last three years, reflecting
the current level of economic uncertainty and general concern over the
Steps to a successful remuneration policy at IPO: competitiveness of the UK market.

1. Agreeing the remuneration philosophy Email our senior consultants:

peter.smith@ellasonllp.com stuart.harrison@ellasonllp.com
2. Designing the post-IPO package ed.mottley@ellasonllp.com jenni.blyton@ellasonllp.com
3. Transitional and other arrangements lorna.dodson@ellasonlip.com andrew.brown@ellasonlip.com

jude.levy@ellasonllp.com

4. The wider governance agenda
* Data in this survey is based on 54 companies being admitted on AIM between
January 2020 and December 2024, with a market cap on Admission of >£50m
and at least one full-time executive director (see Appendix for a full list).
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The governance agenda

The lighter-touch corporate governance regime is a key attraction of being admitted on AIM

*  Companies that wish to be admitted on AIM are governed by the AIM
Rules for Companies (AIM Rules). The Admission Document is based on
the requirements of an FCA Prospectus with certain optional exclusions.

* AIM companies have to adopt a recognised corporate governance code
and explain any non-compliance with this in the annual report. 87%
of newly-admitted AIM companies adopted the QCA Code (see right).

*  One of the attractions for companies listing on AIM is the less onerous
corporate governance and reporting regime compared to that of the
Main Market. However, the 2023 update to the QCA Code introduced a
new principle to ‘establish a remuneration policy which is supportive of
long-term value creation and the company’s purpose, strategy and
culture'. It calls for the annual remuneration report to be put to an
advisory shareholder vote and for larger companies to also put the
remuneration policy to a separate vote. New share schemes and
long-term incentives should also be put to a shareholder vote given the
significance and dilutive impact. As a result, over half of AIM100
companies chose to put their remuneration report to a vote in 2024.

— ELLASON LLP

The corporate governance codes

Quoted Companies Alliance (QCA) Code:

Most commonly adopted by AIM companies, the
Code is based on ten broad, less prescriptive
principles for interpretation by the company. The
QCA also publishes a separate guide outlining
high-level principles on remuneration.

UK Corporate Governance Code:

A requirement (on a ‘comply or explain’ basis) for
companies on the premium segment of the Main
Market and adopted by some larger AIM companies.
The Code is comprehensive. It contains 42
provisions; nine of which relate specifically to
remuneration.
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Steps to a successful remuneration policy at IPO

Agreeing the remuneration philosophy upfront will help set the framework and principles for

the detailed design phase. Key considerations include:

1. Company culture - to be effective, a company’s remuneration policy will need
to motivate, attract and retain talent; to do so, pay policy should reflect the
company's culture and recruitment market.

2. Business strategy — the remuneration policy should support the strategy, which
will guide aspects such as the appropriate balance between fixed and variable
pay, the time horizon for performance periods, the structure of incentives and
relevant performance metrics.

3. Risk appetite — the risk appetite of management will influence the potential
stretch in the packages (e.g. high risk, high reward); while the risk appetite of
the Board and shareholders (current and future) will impact on the appetite to
deviate from generally-accepted practices.

4. Time horizon for existing executives — depending on the wealth creation
opportunities created through the IPO, one-off arrangements may be required
to support retention and motivation over appropriate timeframes. If executives
are also major shareholders, this may influence the pay philosophy and design.

5. AIM and sector practice — Boards will also often look to practices in other
comparable AIM companies (and, in some cases, similar-sized companies listed
on the Main Market) as a guide to typical pay structures and competitive market
rates. This can also help provide a guide as to what external shareholders may
deem appropriate. ldentifying relevant size and sector peers can therefore
provide a useful guide to accepted market norms.

— ELLASON LLP

The governance landscape for
remuneration in an AIM company

An IPO is often the first time that a company’s
remuneration practices are made public
through the admission documents and
subsequent annual reporting; and investors
will often use the pay disclosures as a lens
through which to assess the governance and
strategy of the newly-quoted company.

Whilst the disclosure requirements are less
onerous on AIM than for companies listing on
the FTSE Main Market, summary details of the
remuneration arrangements for the Directors
will need to be disclosed in the Admission
Document and in subsequent annual reports.

Proper planning, a well-designed framework
and good execution can help a company
decide upon, and implement, a remuneration
framework that can withstand the external
scrutiny that arises from the admission
process; help support the strategy; and
motivate, reward and retain key talent.
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Designing the post-1PO package
Getting the building blocks of fixed pay right

1. Base salaries — most companies seek to align salaries to the market rate at Typical salary levels on AIM
IPO, which in many cases can result in a significant uplift in base salaries. (admissions in the past five years)

Some companies choose to set lower base salaries to offset higher variable
pay, or where the directors have material equity ownership (e.g. founder
directors). However, the challenge with this approach is that it can act as a

Chief Executive

restraint on salary levels lower down the organisation, potentially leading to Market cap Lower . Upper
future recruitment and retention issues below Board. sl quartile Median  quartile
>£150m £250k £315k £360k

2. Benefits — benefits typically comprise life assurance, medical benefits and £100m-150m £213k £250k £291k
group income protection. Some companies also provide a company car (or £ 100m p— ey 250K

cash allowance in lieu). Shareholders generally expect any material relocation
benefits to be provided for a limited time period only.
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3. Pension — the QCA’'s Remuneration Committee guide (followed by many AIM Finance Director

listed companies), like the UK Corporate Governance Code (applicable to FTSE

listed companies), recommends pension contributions for executives (as a % Market cap Lower Upper
of salary) are aligned with those available to the rest of the workforce. The at IPO quartile  Median quartile
median disclosed contribution rate was 3-4% of salary (typical range 2-10%). > £150m 171K £225K £288K
£100m-150m £178k £199k £228k
<£100m £121k £151k £173k

There is a correlation between base salary levels

and company size, as on the FTSE Main Market.

However, CEO and FD salaries are more closely

aligned on AIM, the FD salary being typically set

at c.74% of the CEO's. The equivalent figure for
the Main Market is c.67%.

— ELLASON LLP




Designing the post-1PO package

Aligning pay with performance: annual bonus

Maximum bonus opportunity 4. Bonus opportunity — quoted companies are encouraged to specify a
maximum amount (typically expressed as a percentage of salary) that
can be paid out based on in-year performance. Just over 20% of

10 companies admitted on AIM in recent years have disclosed the
maximum annual bonus opportunity in their Admission Documents,
with the median CEO opportunity at 100% of salary (approaches range
from no bonus at all to an uncapped opportunity). Around 25% of the

8
6 . . . . .
6 5 companies that disclosed this information had a lower maximum bonus
4 opportunity for the Finance Director (set, on average, at 75% of the
CEO maximum opportunity). The remainder provide consistent bonus
opportunities for the two executive directors.
5. Bonus deferral — the Investment Association (which represents the views

of major UK institutional investors) sets out broad expectations around
bonus deferral and expect companies to set a deferral policy that

Recent AIM admissions
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<100 100-150% aligns with the risk profile and time horizon of the business. The
% of salary (where disclosed) QCA encourage companies to consider bonus deferral, for example
where the maximum bonus opportunity is higher than 100% of base
mCEO mFD salary. Four recent AIM admissions stated that they would use deferral
in their bonus schemes but gave little detail regarding how it would work
in practice.

6. Bonus measures - disclosure on bonus metrics in Admission Documents
is very limited but, across the wider AIM market, financial measures
account for the vast majority of the bonus opportunity. The
remainder is typically based on non-financial measures set around
strategic, ESG or personal metrics. Retrospective disclosure of bonus
targets is encouraged to support payments made, but the level of
disclosure remains mixed amongst AIM companies.

— ELLASON LLP Page 6



Designing the post-1PO package

Aligning pay with performance: long-term incentives

7.

10.

Plan type — the most common long-term incentive vehicle is a performance
share plan (where shares vest subject to the achievement of performance
targets). Of the companies using this type of plan (43%), more than half
appeared in the top 50% when the companies were ranked by market cap,
suggesting that the larger companies being admitted on AIM are more likely to
emulate typical practice on the Main Market (where the majority of companies
use performance shares). Market value options are used by 28%, providing
simple, effective incentives for growth-oriented companies.

A handful of companies disclose adopting a Restricted Share Plan, where shares
vest subject to continued employment only, or a Value Creation Plan, where
participants are rewarded in a share in the increase in value of the company
above a hurdle. A number of companies continue to grant their share awards
under an EMI or CSOP wrapper, taking advantage of their tax-favoured status.

Performance periods — over 90% of companies with a performance share plan
disclosed the performance period, with over 80% of those using 3 years. Nearly
half disclosed applying a post-vesting holding requirement to extend the time
horizon of the performance share plan.

Award levels - the median award level was 130% of salary (face value of shares
at grant), albeit just around 20% of companies disclosed a different award level
for the FD than the CEO (10% higher and 10% lower than the CEO).

Share dilution — the majority of AIM companies follow Main Market practice and
adopt a dilution limit of 10% over 10 years (the percentage of share capital
that may be issued under share plans in any rolling 10-year period). However,
this is not compulsory, and four companies disclosed higher dilution limits
(ranging from 12.5% to 15% of share capital).

— ELLASON LLP

Types of long-term incentive plans adopted
by AIM companies on IPO

Undisclosed,
9%

Performance
Shares, 43%

Mixture, 6%

Restricted
Shares, 7%

Value
Creation
Plan, 7%

Options,
28%
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Designing the post-1PO package

Other aspects of the post-IPO remuneration policy

11. Shareholding guidelines — while the QCA Code encourages directors to build and hold a meaningful shareholding in the company,
executive directors of AIM companies are often founders, already with large shareholdings, and formal shareholding guidelines are
therefore considerably less common than for Main Market listed companies. Only one company disclosed a formal shareholding
guideline following IPO, at 100% of salary. The median CEO shareholding post-IPO is 6.4% of the company’s issued share capital (FD
0.5%); for the majority of newly-admitted companies on AIM, a minimum guideline shareholding (as a multiple of salary) is therefore not
typically an issue.

Whilst common place in Main Market listed companies, post-exit shareholding requirements (which extend the shareholding requirement
beyond termination of employment) are uncommon on AIM. None of the companies surveyed disclosed a post-exit shareholding
requirement (compared to all recently-listed companies on the Main Market).

12. Notice periods — summary details of the executive directors’ service contracts, including notice periods, are normally disclosed in the
Admission Document. The most common notice period disclosed was 6 months.
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Notice periods for Executive Directors

12months | 36%
6 months | 542

3 months 7%

Other . 3%

— ELLASON LLP Page 8



Transitional and other arrangements

Treatment of existing equity plans — what happens to existing pre-IPO incentive
awards will depend on the terms on which they were granted. Practice was mixed at
the companies surveyed; some stated that all outstanding awards would vest at IPO,
whilst at others, awards were converted into shares or share options in the newly-
admitted entity and continued to vest on the original timescale.

One-off awards at IPO to executives — nearly 30% of companies surveyed reported
making one-off awards to executive directors, most of them either immediately prior
to or at Admission. These comprised a mix of options, performance shares, restricted
shares and cash.

Selling down shares — an IPO often provides an opportunity for executives to realise
value from their existing ownership, and in some cases is seen as an opportunity for
incoming executives to build their ownership. Just over half of CEOs who owned equity
pre-IPO sold shares on Admission. The median value of shares sold by the CEO was
£5.5m (the median value of shares sold by FDs was £0.8m).

Immediately after Admission, the median shareholding of the CEO was 6.4% of the
issued share capital and 0.5% by the FD (compared to 10.5% and 1.0% respectively
immediately prior to Admission).

Lock-up periods - the selling shareholders and senior management team are typically
subject to a lock-up period immediately post-IPO which prohibits further share sales for
a minimum period. 65% of the companies surveyed specified a 12-month lock-up
period (11% had longer, 5% shorter, and 20% did not disclose a lock-up period).

— ELLASON LLP

Consideration will also need to be given to the treatment of existing arrangements

Examples of one-off awards
to executives at IPO

Clean Power Hydrogen (2022): just
prior to Admission, the CEO was
awarded c.10 million nominal-cost
options, 25% of which become
exercisable in 2024, with the remaining
75% conditional on the company
achieving certain sales targets.

Supreme (2021): two grants of 2.5% of
issued share capital awarded to CEO
based on stretching absolute TSR
targets over 5 years.
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Transitional and other arrangements
All-employee arrangements should also be considered

5. All-employee share plans — 28% of the companies surveyed disclosed introducing all-employee share plans at IPO. The most common
was a Share Incentive Plan (SIP), followed by a Save As You Earn (SAYE) scheme, with 20% of companies introducing both.

A SIP is an HMRC-approved share plan, under which employees can be granted free shares, acquire partnership shares (from pre-tax
salary), receive matching shares for each partnership share acquired, and buy additional shares with the dividends received from free,
partnership or matching shares. No income tax or national insurance is payable if shares are held in the plan for five years.

A SAYE scheme provides employees with an option to buy shares at a discounted price, saving over a contract period of three or five years
to fund the exercise of the option. No income tax or national insurance is payable when the option is exercised.

6. One-off awards at IPO to all employees — two of the companies disclosed making one-off awards to all employees at IPO to aid
retention and celebrate the success of the IPO.

— ELLASON LLP

FRP Advisory Group
(2020)

Nil-cost options granted
to all eligible employees,
vesting after 3 years
subject to continued
service. Awards over 10%
salary for employees with
<1 year's service. 20% of
salary per completed
additional year of service,
up to a maximum award
of 100% of salary.

Supreme
(2021)

All-employee bonus
scheme paying a bonus

to all participating
employees, equivalent to
one year's base salary, if
the company achieves a
market capitalisation of
£1bn on or before the fifth
anniversary of Admission.
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Appendix




Appendix
Companies listing on AIM since 2020 (with a market cap >£50m)

Company IPO Date ~ Sector ::7:,'((:2 :r:'; Company IPO Date  Sector ::T;I(()et(:,anl;
Inspecs Group Feb-2020 Personal Goods 140 Forward Partners Group Jul-2021 Financial Services 151
FRP Advisory Group Mar-2020 Industrial Support Services 195  Poolbeg Pharma Jul-2021 Pharmaceuticals and Biotechnology 55
Elixirr International Jul-2020 Industrial Support Services 100  Revolution Beauty Group Jul-2021 Personal Goods 510
Aex Gold Jul-2020 Precious Metals and Mining 88  Lords Group Trading Jul-2021 Construction and Materials 155
Kooth Sep-2020 Health Care Providers 74 Microlise Group Jul-2021 Software & Computer Services 159
Various Eateries Sep-2020 Travel and Leisure 65  Big Technologies Jul-2021 Software & Computer Services 808
Fonix Mobile Oct-2020 Industrial Support Services 93  Likewise Group Aug-2021 H'hold Goods & Home Construction 53
Sourcebio International Oct-2020 Medical Equipment and Services 132 Peel Hunt Sep-2021 Invest. Banking and Brokerage 286
Abingdon Health Dec-2020 Medical Equipment and Services 92  Made Tech Group Sep-2021 Software & Computer Services 73
Supreme Feb-2021 Pers. Care, Drug and Grocery Stores 167  Tortilla Mexican Grill Oct-2021 Travel and Leisure 200
Virgin Wines UK Mar-2021 Retailers 121 Tungsten West Oct-2021 Industrial Metals and Mining 111
Tinybuild Mar-2021 Leisure Goods 438  Devolver Digital Nov-2021 Leisure Goods 752
Amte Power Mar-2021 Electronic and Electrical Equipment 83  Marks Electrical Group Nov-2021 Retailers 121
In The Style Group Mar-2021 Retailers 119  Eneraqua Technologies Nov-2021 Construction and Materials 95
Activeops Mar-2021 Software & Computer Services 133 Ashtead Technology Nov-2021 Oil, Gas and Coal 131
Parsley Box Group Mar-2021 Retailers 86  Gelion Nov-2021 Electronic & Electrical Equipment 161
Musicmagpie Apr-2021 Retailers 213 Ondine Biomedical Dec-2021 Pharmaceuticals and Biotechnology 109
Dianomi P May-2021 Media 86  Windward Ltd Dec-2021 Industrial Support Services 133
Kitwave Group May-2021 Pers. Care, Drug and Grocery Stores 109  LBG Media Dec-2021 Media 401
Belluscura May-2021 Medical Equipment and Services 55 Public Policy Holding Coy Dec-2021 Industrial Support Services 152
Trellus Health May-2021 Health Care Providers g3  CT Automotive Group Dec-2021 Automobiles and Parts 81
Arecor Therapeutics Jun-2021 Pharmaceuticals and Biotechnology 66 Artemis Resources Feb-2022 Industrial Metals and Mining 59
Artisanal Spirits Company Jun-2021 Beverages g2  I(X) Net Zero Feb-2022 Invest. Banking and Brokerage 62
Victorian Plumbing Group Jun-2021 Retailers 986 Clean Power Hydrogen Feb-2022 Alternative Energy 142
Saietta Group Jul-2021 Automobiles and Parts 107 Aoti Jun-2024 Medical Equipment and Services 144
CMO Group Jul-2021 Retailers 100  Rosebank Industries Jul-2024 Financial Services 63
Lendinvest Jul-2021 Finance and Credit Services 262  Winking Studios Nov-2024 Industrial Support Services 70

— ELLASON LLP
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