
hell co m pa n i es are a time-
h o n o u red ro u te for ent re p re n e u rs
to bring businesses to market

and Business XL has found 49 shells
with combined cash resources of
£79 million. 

The bulk of the funds can be found in
the 23 shells on AIM with available  ca s h
of £63 million, while PLUS has 26
ve ntu res with £16 million. If yo u ’re an
e nt re p reneur seeking to adva n ce his or
her ve ntu re, using a shell can cut out
some of the time, trouble and ex p e n se
of conducting a co nve ntional IPO (initial
public offering) on a stock market. 

Moreover, shells can enable
shareholders in unsuccessful ventures
to retain some, albeit sharply reduced,
stake in a transformed and possibly
more successful enterprise.

Re ce nt exa m p l es include Twe nty, an
A I M - q u oted marketing se r v i ces
p rovider headed by Vi rgin Ca rs fo u n d e r
Ian Lanca ste r. It fl oa ted last year with a
£1 0.5 million reve rse ta ke over of
cu stomer relations management
s p e c i a l i st Data fo rce Holdings. Or
t h e re’s Ta n zania Gold, ste e red by ex-
sto c k b roking ent re p reneur Clive
S i n c l a i r- Po u l ton, another AIM co u nte r
this time pro b i n g mining pros p e c ts in
Ea st Af r i ca, which fl oa ted on AIM by
reve rsing into bombed-out, erstw h i l e
‘e - co m m e rce specialist’ Voss Net.

Some shells have abundant cash
resources, such as AIM’s Nettworx
(see table 1), with £8 million in its
coffers while it looks for suitable
investments in the voice, video and
data network fields, or Cue Energy,
with £2.8 million to back its quest for
o p p o r tunities in the fashionable
energy sector.

Clean or dirty?
Befo re co m m i tting yo u rself to invest i n g
or pa rt i c i pating in a shell, you need to
d etermine what kind of shell it is. Is it a
‘d i rty shell’, with funds left over sale of
i ts original failed operations (if so, be
s u re to check for debts and obligations
to previous cu sto m e rs, suppliers,
l e n d e rs, employe es et al). Or is it clea n ,
set up with a bank of cash purely for the
p u r p ose of finding a business that wa nts
to ‘reve rse’ into it (see box, right) .

Concern had arisen in the markets
that the shell route could allow some

less scrupulous operators to extract
money from investors and their
friends and fritter or divert it away.

Two yea rs ago, the AIM authorities
i nt ro d u ced new rules, obliging shell
co m pa n i es that had fl oa ted befo re April
2005 and ra i sed less than £3 million on
or immediately befo re admission either
to make an acquisition or reve rse
ta ke ove r, or sa t i sfy the AIM authorities
that the company had ‘substantially
implemented’ its i nvest m e nt st ra te g y.
N o n - co m p l i a n ce mea nt suspension and
eve ntual delist i n g .

That prompted a significant exodus
of weaker brethren and made some
companies planning a shell route to
look at the tertiary exchange run by
PLUS Markets. Now offering a trading
platform for many Full List shares too,
PLUS Markets says ‘we can accept
investment vehicles and we have no
rigid requirements’.

PLUS executive Nemone Wynn-
Evans says the guiding principles are
disclosure and common sense: ‘We
ask about the business plan and why
the company is not invested.

‘PLUS is not seeking cash shells. But
several market participants have
introduced them and we like to see
them coming and doing deals.’

One shell chief who is not cheering
at the AIM rule changes is Keith
Smith, former vete ran of sto c k b ro ke r
N a ba r ro Wells and now chairman of
Aspen Clean Energy (see table 1),
whose shares were suspended last
year and will be delisted if it cannot
complete a reverse takeover by 17
November. Although initially looking
for deals in the financial sector,
Aspen, which recently came close to
one deal but pulled out after

exhaustive due d i l i g e n ce, is now ta l k i n g
e nt h u s i a st i ca l l y about a new deal in
the energy sector. Smith suggests this
could take the company from a 
£3 million market value to nearer 
£20 million, provided the deal can be
done in time.

Early days
Aspen began life as Shield Ca p i tal, but
t ra n sformed itself for the fi rst time at
the end of 2005 by issuing shares to
buy Aspen Clean Fu e l s, a Swe d i s h
b u s i n ess supplying alky l a te ‘c l ean fuel’
for use in lawn mowe rs, chain saws and
the like. The co m pa ny was headed 
by Swedish ent re p reneur Sve n
Lindblad, who, with a 52 per ce nt
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‘PLUS is not seeking 

cash shells. But several

market participants
have introduced them 

and we like to see them

coming and doing deals’

W H AT IS A CASH SHELL?

• A shell is usually a company
with a stockmarket quote but
no active business. That can
be because it has never been
able to put into practice the
business model with which it
floated or because its original
business has failed to thrive
and/or been disposed. 

• Q u oted shell co m pa n i es,
which a re of ten described as
‘ i nvest m e nt co m pa n i es’, offer 
an ex i sting public market
q u otation and a ready made
s h a reholder ba se, which ca n
save some costs if you move
your business into one (know n
as a ‘reve rse ta ke ove r’). 

• The shares issued by the shell
to the ongoing business give
the latter and its ow n e rs co nt ro l
of the merged co m pa ny. As a
res u l t, it is no longer a shell. 

• M a i ntaining a quote costs
m o n ey in fe es and co m p e l s
you to keep s h a re h o l d e rs
i nformed of signifi ca nt eve nts,
but it can also provide you with
a valuation for your co m pa ny
to do deals and enhance yo u r
m a r ket cre d i b i l i ty.
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