
OVERVIEW

We are a Hong Kong-based financial services provider offering bespoke services to
individual and corporate clients. Our main business comprises (i) securities brokerage; (ii)
securities-backed lending; and (iii) placing and underwriting. Instead of focusing on mass
market retail investors and the typical institutional clients of large scale investment banks, our
Group offers tailored services to clients with investment appetites for the securities of small to
medium-sized companies listed on the Stock Exchange. We are able to offer competitive
packages (e.g. accepting wide range of securities as collateral) in a short time frame.

Through our main operating subsidiary, PSL, we are licensed to carry out Type 1 (dealing
in securities) regulated activity under the SFO, including brokerage services, margin financing
services as well as placing and underwriting services in Hong Kong. PSL is also an Exchange
Participant.

In order to provide a one-stop securities-backed lending service, we also offer money
lending services on a case-by-case basis, which is conducted via our subsidiary, PCGL, an
entity licensed and regulated under the Money Lenders Ordinance. Whilst margin financing
obtained via PSL may only be utilised for the purchase of securities through our brokerage
service, loans obtained from PCGL can also be utilised for purposes other than the purchase
of securities through PSL.

During the Track Record Period, interest income from our securities-backed lending
services constituted our main revenue source, representing approximately 84.6% and 57.0% of
our total revenue for the two years ended 31 December 2014 respectively. For the two years
ended 31 December 2014, commission income from our brokerage services constituted
approximately 13.1% and 26.1% of our total revenue respectively, whilst commission income
derived from our placing and underwriting services in the same period constituted
approximately 1.6% and 16.2% of our total revenue respectively.

Notwithstanding our short operating history, we are led by an experienced management
team under which our Group recorded significant growth in terms of revenue as well as profit
within the span of two years. In particular, their decision to expand our loan portfolio and
enlarge our client base was the prime driver of our Group’s growth during the Track Record
Period.

COMPETITIVE STRENGTHS

Our lean organisational structure translates into a quick and efficient service for our
customers

It is our belief that our lean organisational structure is one of our key advantages, as it
means our overall response time is quick and we can make decisions in a timely manner. In this
regard, we pride ourselves on our ability to respond to our customers in a fast and efficient
manner which, according to our clients, compares favourably to other market players operating
in Hong Kong. In addition, our lean organisational structure allows us to respond rapidly to
developments in our business environment, thereby enabling us to capture new market
opportunities as well as react to any adverse market changes in a timely manner.
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The complementary nature of our services allows us to cross-sell our various services to
our clients

We provide a one-stop financial service encompassing securities-backed lending in

addition to brokerage as well as placing and underwriting, thereby meeting the different needs

of our customers. By offering a range of services, we also broaden our exposure to different

segments of customers, whereby we are able to cross-sell our services and expand our overall

business.

Our management has extensive personal networks which help us access our target
customers and maintain strong relationships with our clients

We believe that our management’s personal networks, which include individuals and

corporations, are integral to our business. The majority of our business is introduced to us

through these personal networks, which allow us to build strong long-term relationships with

our clients. These strong client relationships in turn enhance our ability to tailor make our

services to cater to the various needs of our customers.

BUSINESS STRATEGIES

Focus on clients with investment appetites for the securities of small to medium-sized
listed companies

One of our strategies is to focus on customers who are keen to invest in the securities of

small to medium-sized companies listed on the Stock Exchange. Based on our experience,

these customers are generally less sensitive to commission rates and interest rates. Instead, they

place more emphasis on the quality of customer service and, in particular, how quickly their

orders are handled. In addition, the efficiency of our operational structure affords us the luxury

of conducting sufficient credit analysis on the securities of small to medium-sized listed

companies often offered as collateral for margin financing loans by this segment of customers

without impairing our ability to respond to customers in a timely manner. Details of our credit

analysis procedure are set out in the paragraphs headed “Operations” and “Internal control” in

this section.

Tailor-made services

We aim to establish long-term relationships with our customers through providing

bespoke services catered to their investment objectives and appetites. We believe strong

business relationships with our customers allow us to gain a deeper understanding of their

backgrounds and investment preferences, thereby enhancing our ability to better assess the

risks involved. In addition, we can offer packages for our margin financing services which are

competitive in terms of the wide range of securities accepted as collateral (from blue chips to

those of certain small to medium-sized companies approved by our Credit Committee), the

approval response time and the rates charged. We believe our business is in essence epitomised

by our ability to offer competitive packages to customers in a short time frame.
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Leveraging synergies between our different services

In order to maximise our Group’s profits as a whole, our services operate in a mutually

beneficial fashion. We believe that we encourage clients to trade with us by offering

competitive margin financing packages which, by their very nature, also stimulate our

brokerage activities. Similarly, due to our emphasis on building lasting client relationships,

customers who are satisfied with our trading operations are, in our opinion, more inclined to

apply for margin loans to fund further trades. Indeed, during the Track Record Period there

were several instances of brokerage customers subsequently applying for margin financing for

this very reason. In addition, there were several instances during the Track Record Period of

margin clients utilising our money lending service. The existing relationship with a customer

prior to application for margin financing also provides us with access to their trading and

settlement records, which enhances our credit assessment whilst considering their securities-

backed lending application.

In addition, our brokerage and securities-backed lending services are also complementary

to our placing and underwriting services, in that we are able to leverage on our existing pool

of brokerage and securities-backed lending clients as well as our own personal networks when

acting as placing agent. This existing pool of investors who are interested in the securities of

small to medium-sized listed companies, along with the potentially more favourable price

available via private placement, attracts investors looking for trading opportunities.

SOURCE OF FUNDS

During the Track Record Period, we obtained funds primarily through paid up capital

contributed by our shareholders and internal resources, such as the interest and commission

income derived from our business and through shareholder loans. Going forward, we intend to

finance our future operations, capital expenditure and other capital requirements with the

capital generated from our business operations, credit facilities from banks as well as the net

proceeds of the [REDACTED].

SUSTAINABILITY OF OUR BUSINESS

We have a mostly equity-based capital structure

As indicated in the paragraph headed “Source of funds” in this section, our Group had a

mostly equity-based capital structure, with gearing ratios of nil and nil as at 31 December 2013

and 2014. During the Track Record Period and up to the Latest Practicable Date, we had

utilised approximately HK$8.3 million of our overdraft facility from a local Authorised

Institution. This model mitigates our Group’s liquidity risks arising from fluctuations in

interest rates as well as any adverse developments in the credit market, such as any tightening

measures implemented in the banking industry. As disclosed in the section headed “Future

plans and use of proceeds” of this document, we intend to expand our securities-backed lending

services using the net proceeds from the [REDACTED]. As a result, fluctuations in the credit

market will have limited impact on our ability to sustain the growth of our business.
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Our expansion plans do not entail a corresponding increase in our operating costs

During the Track Record Period, our operating costs remained relatively stable compared

to the significant growth in our revenue. For the two years ended 31 December 2014, our total

revenue amounted to approximately HK$16.5 million and HK$33.0 million respectively, whilst

our operating costs over the same period amounted to approximately HK$5.5 million and

HK$5.6 million, excluding listing expenses of approximately HK$1.7 million incurred in the

year ended 31 December 2014, representing approximately 33.1% and 17.0% of our total

revenue during the Track Record Period. Whilst we intend to expand our securities-backed

lending services and ultimately our revenue growth with the net proceeds from the

[REDACTED], we do not currently foresee any material corresponding rise in our operating

costs as our organisational structure is lean and efficient and our expansion plans will not

require any significant investment in personnel or equipment in the near future.

Unlike other types of collateral typically pledged as security (e.g. property), our loan

portfolio is secured by equity securities which are more liquid with more transparent

value

During the Track Record Period, most of our loans were secured by equity securities, thus

mitigating our Group’s credit risk exposure. We have established policies and procedures to

ensure sufficient due diligence is conducted on the collateral on offer, which is set out in the

paragraphs headed “Internal control” and “Operations” in this section. Unlike other types of

collaterals typically pledged as security, such as properties, the values of equity securities are

more transparent, which in turn enhances the accuracy of our credit assessment. In addition, the

collaterals pledged to us, being equity securities, are comparatively liquid and therefore can be

released on the market in a timely manner in the event of default.

PRINCIPAL BUSINESS

We provide a range of financial services which are tailor-made to suit the needs of each

of our clients, both individual and corporate. Our revenue is primarily derived from (i)

commission from our brokerage services; (ii) interest from our securities-backed lending

services; and (iii) commission from our placing and underwriting services.
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Source of revenue

The following table sets out the amount of revenue derived from our principal services

and their respective percentages of our total revenue over the course of the Track Record

Period:

Year ended 31 December
2013 2014

HK$’000

Percentage of

our Group’s

revenue HK$’000

Percentage of

our Group’s

revenue

Commission income from

brokerage services 2,153 13.1% 8,610 26.1%

Interest income from securities-

backed lending services: 13,936 84.6% 18,839 57.0%
Margin financing services 6,549 39.8% 13,357 40.4%

Money lending services 7,387 44.8% 5,482 16.6%

Commission income from placing

and underwriting services 265 1.6% 5,335 16.2%
Handling fee for ancillary services 120 0.7% 241 0.7%

Total 16,474 100% 33,025 100%

Our Group recorded an increase of approximately 100.5% in the total revenue of our

Group from approximately HK$16.5 million for the year ended 31 December 2013 to

approximately HK$33.0 million for the year ended 31 December 2014. The significant increase

in our Group’s revenue from 2013 to 2014 was mainly due to (i) the rise in the number of

Active Customers in the same period and the general increase in trading activities of customers,

which is in line with the overall increase in the turnover of securities trading in the Hong Kong

market as set out in the section headed “Industry overview” of this document; and (ii) the

expansion of our Group’s loan portfolio.
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Commission and interest rates

Set out below are the various rates we generally charged in relation to our principal

business activities during the Track Record Period:

For the year ended 31 December
2013 2014

1. Securities

brokerage

commission

0.05% to 0.25%; minimum

commission of HK$80.0

0.05% to 0.25%; minimum

commission of HK$80.0

2. Securities backed

lending:
Margin financing

interest

10.5% to 14.5% per annum 12.5% to 20.0% per annum

Net margin

financing interest

(Note 1)

4.3% to 14.5% per annum 12.5% to 20.0% per annum

Money lending

interest (Note 2)

24.0% to 36.0% per annum 24.0% to 36.0% per annum

3. Placing or

underwriting

commission

For sellers/issuers: HK$0.2

million (Note 3)

For placees: 1.0% to 1.5%

For sellers/issuers: 2.5% to

3.75%

For placees: 1.0% to 1.25%

Notes:

1. During the Track Record Period, with the exception of the margin loan of approximately HK$30.0
million obtained from an intermediary as mentioned in the paragraph headed “Historical compliance
matters” in this section, our Group did not have any bank borrowings and the amounts due to related
companies and Directors were interest-free. As such the net margin financing interest spread was
equivalent to that of the actual margin financing interest for the year ended 31 December 2014.

2. Refers to the rates specified in the respective loan agreements.

3. Out of the ten placing transactions completed in 2013, we acted as principal placing agent for one
transaction and as sub-placing agent for others. For the transaction for which we acted as principal
placing agent, a flat fee of HK$0.2 million was charged to the seller/issuer.
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Brokerage and margin financing

For the year ended
31 December

For the three
months ended

31 March
2013 2014 2015

Number of Active Customers
Cash 39 43 14
Margin 50 74 46

Total 89 117 60
Number of transactions 23,726 50,969 10,252
Gross transaction value

HK$’000 1,398,300.0 3,849,400.0 894,700.0
Average transaction value

HK$’000 58.9 75.5 87.3
Average commission rate 0.15% 0.22% 0.24%
Average margin loan interest rate 11.81% 15.46% 18.89%
Average day-end collateral coverage 9.01 5.01 2.19
Collateral coverage

(as at year/period end) 10.98 2.53 2.24

Money lending

For the year ended
31 December

For the three
months ended

31 March
2013 2014 2015

Number of transactions (Note 1) 4 4 –
Gross transaction value

HK$’000 46,700.0 46,700.0 –
Average transaction value

HK$’000 11,675.0 11,675.0 –
Average interest rate 33.02% 33.02% N/A
Loan-to-value ratio

(as at year end) (Note 2) 48.78% – –

Notes:

1. The number of transactions, gross transaction value, average transaction value and average interest rate
remain the same for the years ended 31 December 2013 and 2014 due to the fact that they relate to the
same four loans which our Group granted during 2013. The four loans were fully settled in 2014.

2. Since all loans were settled during the year ended 31 December 2014, there were no outstanding loans
as at 31 December 2014 and 31 March 2015.
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Placing and underwriting

For the year ended
31 December

For the three
months ended

31 March
2013 2014 2015

Number of transactions 10 11 –
Gross transaction value

HK$’000 54,600.0 139,300.0 –
Average commission rate 0.49% 3.83% N/A

For our brokerage and margin financing services, the number of transactions conducted
and the gross transaction values increased from 23,726 and approximately HK$1,398.3 million
to 50,969 and approximately HK$3,849.4 million for the two years ended 31 December 2014
respectively, reflecting a significant growth in our business and revenue. The overall decrease
in average day-end collateral coverage from 2013 to 2014 was mainly due to the fact that (i)
in 2013, three of our customers pledged collaterals to our Group with market values amounting
to approximately HK$703.9 million as at 31 December 2013 in aggregate, whilst the margin
ratio as at 31 December 2013 of the respective customers was relatively low (ranging from
approximately 1.1% to 14.8%) at the request of our Group in accordance with the credit
assessment conducted by our front office team; and (ii) in 2014, after these three clients repaid
the margin loans in full, such clients withdrew the pledged collaterals amounting to
approximately HK$699.3 million in aggregate. For our money lending service, the number of
transactions, gross transaction value and average interest rates remained the same for the two
years ended 31 December 2014 due to the fact that our Group granted four loans in 2013 which
were fully settled in 2014. For our placing and underwriting services, gross transaction value
increased from approximately HK$54.6 million to approximately HK$139.3 million for the two
years ended 31 December 2014 respectively. Our income from our placing and underwriting
services also increased, which is primarily due to the fact that we charged higher commission
rates for the year ended 31 December 2014 compared to the year ended 31 December 2013.

1. Brokerage services

Our brokerage service is conducted by our wholly-owned subsidiary, PSL, which is
licensed under the SFO to conduct Type 1 (dealing in securities) regulated activity. We execute
trades on our clients’ behalf in equity securities traded on the Stock Exchange. Trade deals are

conducted via a three-stage process handled by members of our front office team, who are all

licensed under the SFO. During the course of said three-stage process, members of our front

office team are responsible for (i) receiving client orders; (ii) placing client orders; and (iii)

passing client orders to the settlement department. In addition to these responsibilities, our

front office team also provides relevant and up to date investment information, such as the

latest buy/sell prices and trading volume of the relevant stocks, to clients in order to help them

place well-considered orders. Investment advice, if provided, will only be given if incidental

to our brokerage service under the scope of our Type 1 licence. Our Responsible Officers

personally oversee all trading and dealing operations.
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During the Track Record Period, our Group generated income from 143 Active

Customers, namely 89 for the year ended 31 December 2013 and 117 for the year ended 31

December 2014. For the two years ended 31 December 2014, commission from our brokerage

business amounted to approximately HK$2.2 million and HK$8.6 million respectively,

representing approximately 13.1% and 26.1% of our total revenue respectively. During the two

years ended 31 December 2014, we charged our clients commission rates ranging from 0.05%

to 0.25% of the total transaction value, with a minimum commission charge of HK$80.0 per

transaction.

2. Securities-backed lending services

Our securities-backed lending services comprise two primary components, namely our

margin financing service under our Type 1 licence and our money lending service under our

Money Lenders Licence, which are conducted through two of our wholly-owned subsidiaries,

PSL and PCGL respectively. Customers who obtain margin financing from PSL may only use

such financing for securities trading through their accounts with us, whereas clients may use

loans obtained from PCGL for other purposes, which may or may not include the purchase of

securities through PSL.

Overall, during the Track Record Period, we had a total of 93 Active Customers for our

securities-backed lending services, comprising 89 active margin customers and four money

lending customers. Interest income from our securities-backed lending services was our

Group’s major revenue source during the Track Record Period. For the two years ended 31

December 2014, revenue attributable to these services amounted to approximately HK$13.9

million and HK$18.8 million respectively, constituting approximately 84.6% and 57.0% of our

Group’s total revenue. In view of the growth of our securities-backed lending services during

the Track Record Period in terms of revenue, together with the keen interest indicated by our

existing customers, it is our belief that our securities-backed lending services have

considerable room for revenue expansion, and we expect this aspect of our business to remain

the key driver of our Group’s revenue going forward. Please refer to the section headed “Future

plans and use of proceeds” of this document for more information on this matter.

Margin financing

PSL commenced its margin financing service in December 2012. According to the SFO,

PSL’s licence to conduct Type 1 (dealing in securities) regulated activity also allows us to

conduct securities margin financing. Through the provision of margin facilities, we offer

secured financing to our clients in order to facilitate their securities purchases. The flexibility

afforded to such clients by our provision of margin loans with their listed securities as

collateral enhances their trading capabilities through financial leverage. Our customers may

only use such margin financing for the purchase of securities through PSL’s brokerage service.
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Our front office team handles all aspects of the margin financing process, including

liaising with clients and proposing margin ratios and interest rates. Before our existing

securities trading clients can apply for margin loans from us, they must be processed through

our margin account opening procedures in the presence of one of our Licensed Representatives

or Responsible Officers. A margin ratio (which is calculated by expressing the total amount

granted to the customer as a percentage of the total value of collaterals pledged to our Group)

represents the maximum percentage of financing a customer can receive against the value of

collateral shares in his or her account. They are determined with reference to (i) the ratios fixed

by our principal bank; (ii) our own analysis of the quality of collaterals on offer; and (iii) the

ratios offered by other securities firms. Currently a margin ratio of up to 70.0% is generally

offered to customers.

All margin loan applications are considered by our Credit Committee. Our Credit

Committee consists of five members comprising Mr. Wong Wing Shing as its chairman with

Mr. Henry Cheung, Mr. Jonathan Cheung, Mr. Law Heung Chung and Ms. Wong Siu Kuen as

members. Three members of our five-person Credit Committee are required to approve margin

loan applications of under HK$5.0 million. The approval of one of our executive Directors is

required in addition to that of two other members of our Credit Committee to approve margin

loan applications equal to or exceeding HK$5.0 million. In this regard, applications from

existing customers are considered in aggregate with existing loans, if any. Please refer to the

paragraphs headed “Operations” and “Internal control” in this section for further information

regarding how we process margin loan applications and determine margin interest rates.

Income from the provision of margin facilities to clients is derived from charging interest

on the aforesaid margin loans. Interest rates are approved on a case-by-case basis for individual

clients by our Credit Committee, and are made by assessing, among other things, the margin

ratio requested, the amount of financing requested, the collateral on offer, its value, its

liquidity, its type (e.g. blue chip, red chip, small to medium-sized listed companies, etc.) and

the composition of the stock portfolio (e.g. single stock portfolio or multi-stock portfolio). In

general, the interest rates charged during the Track Record Period for our margin financing

services ranged from 10.5% to 20.0% per annum.

During the Track Record Period, our margin financing service consisted of 89 Active

Customers, the interest income derived from which amounted to approximately HK$6.5 million

and HK$13.4 million for the two years ended 31 December 2014 respectively.
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Money lending

Our money lending service is conducted through our wholly-owned subsidiary, PCGL.

PCGL is a licensed money lender under the Money Lenders Ordinance. It has been operating

as such since March 2013, soon after our Money Lenders Licence was first obtained. During

the Track Record Period, we extended loans to four customers. Three of these loans were

backed with securities as collateral, whilst the other was secured by an Independent Third Party

guarantee. The loan secured by an Independent Third Party guarantee was a one-off transaction

and our Group does not intend to extend further loans of this nature in the foreseeable future.

Under our Money Lenders Licence, we are able to offer both secured and unsecured loans on

fixed or revolving terms to our customers. During the Track Record Period, we have not

granted any unsecured loans and do not intend to extend unsecured loans in the future. For

secured loans, we conduct a thorough valuation of the collateral being pledged in order to

quantify its worth and therefore minimise any credit risk we may face. Our licence under the

MLO allows us to accept various types of collateral, including securities and property. In view

of our experience in the securities-backed lending business and our aim of providing a one-stop

securities-backed lending service, during the Track Record Period, we only accepted listed

securities as collateral and we do not intend to accept collateral other than securities in the

foreseeable future. As a general rule, for securities-backed loans the loan-to-value ratio shall

not exceed 70.0% at the time of loan drawdown. In particular, existing margin clients who wish

to obtain a securities-backed loan from PCGL must offer unpledged securities as collateral (i.e.

securities that are not pledged under their margin financing arrangements with PSL).

Our front office team handles all of the day-to-day operations of our Group’s money

lending service, and are responsible for, among other things, handling and processing loan

applications, verifying loan application supporting documents, and liaising with customers. All

of our potential customers must undergo a thorough “know-your-client” vetting process before

any loan applications can be considered.

Loan applications are considered by the Credit Committee which consists of five

members, namely Mr. Henry Cheung, Mr. Jonathan Cheung, Mr. Wong Wing Shing, Ms. Wong

Siu Kuen and Mr. Law Heung Chung. As with our margin financing business, at least three

members of our five-person Credit Committee are required to approve loan requests of under

HK$5.0 million. The approval of one of our executive Directors is required in addition to that

of two other members of our Credit Committee to approve loan requests equal to or exceeding

HK$5.0 million. In this regard, applications from existing customers are considered in

aggregate with existing loans, if any. By establishing these checks and safeguards we aim to

minimise any risk we may encounter whilst at the same time maximising returns and ensuring

a high level of customer satisfaction.
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Summary of the principal terms of our loans during the Track Record Period

Set out below is a summary of the principal terms of our loans according to the loan

agreements entered into between our customers and our Group during the Track Record Period:

Loan type
Loan amount
range

Average loan
amount

Interest rate
per annum Repayment period

Secured by

securities

collateral

HK$3.5 million to

HK$17.7 million

HK$8.9 million 24.0% to 36.0% 2 to 6 months

Secured by

Independent Third

Party guarantee

HK$20.0 million HK$20.0 million 36.0% 5 months

Revenue from our money lending service is derived from charging interest to customers

and, during the Track Record Period, our customers were exposed to interest rates ranging from

24.0% to 36.0%. Rates are determined with reference to various factors, which include, but are

not limited to, the repayment ability of the customer, the credit history of the customer, the

amount of loan requested, the type of collateral or guarantee available and the repayment

period of the loan. The collaterals are analysed according to various matrices, including their

value, their liquidity and their type (e.g. blue chip, red chip, small to medium-sized listed

companies, etc.), and the composition of the stock portfolio (e.g. single stock portfolio or

multi-stock portfolio). Our Company believes that the higher risk associated with our money

lending service (in that the loan amount can be used for purposes other than securities trading

with PSL) is reflected in the higher interest rates we charge when compared with our margin

financing business. During the Track Record Period, the value of the amounts we loaned ranged

from HK$3.5 million to HK$20.0 million, with repayment periods ranging from two months to

six months.

During the Track Record Period, revenue generated from our money lending service was

derived from the provision of secured loans to four customers. For the two years ended 31

December 2014, interest income attributable to our money lending service amounted to

approximately HK$7.4 million and HK$5.5 million respectively, representing approximately

44.8% and 16.6% of our total revenue respectively.
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3. Placing and underwriting services

We have been conducting our placing and underwriting activities through our subsidiary,

PSL, since January 2013. In general, we act as placing agent or underwriter for equity and debt

securities listed on both the Main Board and GEM of the Stock Exchange. Our placing and

underwriting services are generally offered to listed companies, placing agents or the

shareholders of listed companies, all of whom have been referred to us or have heard of our

business via word of mouth.

During the Track Record Period, we conducted a total of 21 placing transactions; ten

during the year ended 31 December 2013 and 11 during the year ended 31 December 2014. All

of these placing transactions were conducted on a best-effort basis. During the Track Record

Period, we did not underwrite any transactions.

Revenue derived from our placing and underwriting services comes entirely from

commission charged to both the seller/issuer (including shareholders regarding the placing of

existing shares and listed companies regarding the placing of new shares) and to placees.

Commission rates are determined based on arm’s length negotiations, and are dependent on a

range of factors such as the market’s perception of the proposed placing securities and the

intended placing price. As the primary placing agent, we generally charge 3.5% to sellers and

1.0% to placees for our services. During the Track Record Period, no sub-placing agents were

engaged on the transactions in which our Group acted as placing agent. During the two years

ended 31 December 2014, income attributable to our placing and underwriting services

amounted to approximately HK$0.3 million and HK$5.3 million, representing 1.6% and 16.2%

of our revenue for those two years respectively.

Date of agreement Our role
Related stocks for
placing and stock code

Type of
service

Actual
amount
placed

Commission rate charged %
Commission

earned
To seller/

placing agent To placee(s)
(Note 1) HK$’000 HK$’000

During the year ended 31 December 2013

18 January Placing agent China Bio Cassava
Holdings Limited (8129)

Placing 40,000.0 HK$200,000 0.0% 200.0

4 March Sub placing agent Oi Wah Pawnshop Credit
Holdings Limited (1319)

Placing 196.0 0.0% 1.0% 0.0 (Note 2)

10 June Sub placing agent PPS International
(Holdings) Limited
(8201)

Placing 144.0 0.0% 1.0% 0.0 (Note 2)

2 August Sub placing agent Grand Ming Group
Holdings Limited (1271)

Placing 7,215.0 0.0% 1.5% 36.1

15 August Sub placing agent Gamma Logistics
Corporation (8310)

Placing 500.0 1.0% 1.0% 5.0

18 September Sub placing agent CT Environmental Group
Ltd. (1363)

Placing 1,924.0 0.25% 1.25% 9.6
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Date of agreement Our role
Related stocks for
placing and stock code

Type of
service

Actual
amount
placed

Commission rate charged %
Commission

earned
To seller/

placing agent To placee(s)
(Note 1) HK$’000 HK$’000

During the year ended 31 December 2013 (Cont’d.)

18 September Sub placing agent International Housewares
Retail Company
Limited (1373)

Placing 843.0 0.0% 1.25% 2.1

25 September Sub placing agent Hong Kong Finance Group
Limited (1273)

Placing 140.1 0.5% 1.5% 1.4

17 December Sub placing agent C Cheng Holdings
Limited (8320)

Placing 99.6 0.0% HK$100
per placee

2.0

20 December Sub placing agent Kingbo Strike Ltd. (1421) Placing 3,500.0 0.0% 1.25% 8.8

Total 265.0

During the year ended 31 December 2014

21 February Sub placing agent Huisheng International
Holdings Limited (1340)

Placing 98.4 0.0% 1.25% 0.3

20 March Sub placing agent FDG Electric Vehicles
Limited (729)

Placing 15,000.0 0.0% 1.25% 38.5

24 April Placing agent China All Access
(Holdings) Ltd. (633)

Placing 12,000.0 2.5% 1.0% 420.0

18 August Placing agent China All Access
(Holdings) Ltd. (633)

Placing 10,024.0 2.5% 1.0% 351.0

8 September Sub placing agent Culturecom Holdings
Limited (343)

Placing 739.2 0.0% 1.25% 2.3

26 September Placing agent Taung Gold International
Ltd. (621)

Placing 39,976.0 3.0% 1.0% 1,599.1

9 October Sub placing agent Sam Woo Construction
Group Limited (3822)

Placing 750.0 0.0% 1.25% 2.0

20 October Placing agent China All Access
(Holdings) Ltd. (633)

Placing 19,950.4 3.5% 1.0% 898.0

27 October Placing agent China All Access
(Holdings) Ltd. (633)

Placing 5,700.0 HK$300,000 1.0% 357.0

4 December Placing agent Tech Pro Technology
Development Ltd.
(3823)

Placing 20,000.0 3.75% 1.0% 950.0

16 December Placing agent Tech Pro Technology
Development Ltd.
(3823)

Placing 15,080.0 3.75% 1.0% 716.3

Total 5,334.5

Notes:

1. All of our placing transactions were conducted on a best-effort basis.

2. During the year ended 31 December 2013, there were two instances whereby PSL, on behalf of our
customers, initiated a private placement to purchase certain securities as part of our tailor-made
services. With a view to expand our Group’s client base and cultivate customer relationships, we
undertook such transactions despite the fact that no commission income was generated.
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OPERATIONS

Pinestone Securities Limited

Account opening process

The following flowchart illustrates our account opening process for both margin and cash
accounts:

SETT accepts

client information 

in client master

system 

RO approves account

opening and

trading or credit

limit

Client provides ID

copy, address and

bank account proof

Original account

opening

documents safe

kept by SETT

Client master

system generates

password 

Email password 

generated by

client master

system 

Yes 

No

REP or client

completes account

opening documents &

checks client

information

Representative and client Senior management Settlement

REP applies

trading or credit

limit 

Internet

trade

service

SETT sends

welcome letter

to new clients

 

 

Original account opening

documents sent to SETT 

SETT checks the

completeness of the

information and documents

REP: Licensed Representative

SM: Senior management

SETT: Settlement department

RO: Responsible Officer
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As detailed above, it is the duty of our Responsible Officers to approve trading and credit

limits to all customers during the account opening process. Please refer to the paragraph headed

“Internal control” in this section for further information regarding trading and credit limits.

Order taking process

The following flowchart illustrates our order taking and securities dealing procedures for

customers who place orders via telephone:

Call in direct-line
(with phone recording)

Validate client information 
by using BSS

Client provides account
number and ID number

No

Client

Placing order within credit 
line or purchasing power

Sufficient purchasing power,
cash or securities

Recognition of cash or
margin account

Check order

Stock Exchange

Execute and confirm
order to client if the order

completes

Matching order

No

No

Client
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As detailed in the flowchart above, the order taking process comprises various stages and
checks so as to confirm the identity of the client and ensure that a client’s order falls within
his or her trading or credit limit.

The following flowchart illustrates our online trading platform’s order taking and
securities dealing procedures:

Login with customer-specific 
username and password

Sufficient purchasing power, 
cash or securities

Placing order within credit 
line or purchasing power

No

Reject order

Matching order

Stock Exchange

Execute and confirm 
order to client if order 

completes

Yes

In addition to placing orders via telephone, customers may also use our internet trading
platform, which was launched in February 2013. For more information on our internal control
policies regarding online trading, please refer to the paragraph headed “Internal control” in this
section.

Securities-backed lending – loan management

(i) Loan application

As is the case with all of our customers, potential customers of our securities-backed
lending services may be introduced to us either through referrals from existing clients or
employees or, due to the complementary nature of our services which allows us to cross sell
to our clients, via our other business activities, namely our brokerage service and our placing
and underwriting service. All of our customers undergo a thorough “know-your-client” process,
which consists of obtaining and reviewing various supporting documents as required by our
account opening checklist. For individual applicants, such documents include, but are not
limited to, original copies of identification documents such as identity cards and passports,
residential address proofs (e.g. utility bills and bank statements), income proofs, tax returns
and bank account proofs (e.g. bank statement or pass book which include the applicant’s name
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and bank account number). For corporate clients, such documents include, but are not limited
to, copies of certificates of incorporation, latest annual returns, copies of the audited accounts
for the latest year and original copies of identification documents, such as identity cards and
passports, for directors and ultimate beneficial shareholders. Guarantors of loans provided by
PCGL are subject to the same “know-your-client” demands as applicants.

(ii) Credit assessment

In assessing the creditworthiness of an applicant for our securities-backed lending

services, we generally focus on the securities offered as collateral, as well as the applicant’s

background, such as occupation, proof of income, financial standing, repayment ability and

credit history of the applicant with our Group (if any). For applications for securities-backed

lending under our Money Lenders Licence, the purpose of the loan would also be taken into

consideration. In making our assessment, we look at the historical price and trading volume of

such securities, as well as evaluating them according to various matrices, namely their

liquidity, value and type (e.g. blue chip, red chip, small to medium-sized listed companies etc.).

In addition, for existing cash account customers wishing to obtain margin financing from PSL

or a loan from PCGL, we are able to review their existing trading and settlement records in

order to assess their repayment ability. During the Track Record Period, all of our money

lending customers were also existing customers of PSL and we were able to assess their

creditworthiness based on their existing trading and settlement record alongside the

aforementioned factors. As customers may use loans obtained from PCGL for purposes other

than the purchase of securities through PSL, a TransUnion check will also be required for new

applicants for loans under PCGL with no credit history with our Group.

(iii) Loan approval

(a) Margin financing

The head of our credit department reviews the due diligence results and the loan proposal,

together with the documents offered in support of the loan application. The loan application is

then presented for consideration by the Credit Committee. At least three members of our

five-person Credit Committee are required to approve loan requests of under HK$5.0 million.

The approval of one of our executive Directors, in addition to that of two other members of our

Credit Committee is required for loan requests equal to or exceeding HK$5.0 million. In this

regard, applications from existing customers are considered in aggregate with existing loans,

if any.

(b) Money lending

The loan approval process for our money lending service is the same as that of our margin

financing service detailed above.
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(iv) Post-loan monitoring

(a) Margin financing

Our BSS generates a daily margin report, which is reviewed by our Responsible Officers,

who pay particular attention to those clients whose margin loan ratios exceed 50.0%. Once

these clients are identified, they will be monitored closely by our Responsible Officers. Once

a customer’s margin loan ratio approaches 70.0%, our Responsible Officers start to monitor the

ratio throughout the day, and we generally begin liaising with the customer and alerting him

or her to the possibility of depositing further securities collateral, selling some of the securities

collateral or depositing additional funds (essentially paying back some of the margin loan). We

may, after taking into account factors such as, among others, prevailing market conditions

(including any prevailing volatility), the composition of the stock portfolio, the customer’s

repayment record or margin ratio, initiate margin calls to the relevant customer to deposit

additional securities. Customers must generally meet margin calls within 24 hours, but in the

event of market volatility, customers may be required to settle margin calls within one hour.

Should clients fail to settle margin calls within the required amount of time, their portfolios

may be liquidated to the extent that the loan-to-value ratio of their portfolios decreases to an

acceptable level once more. During the Track Record Period, we initiated 24 margin calls, all

of which were met and we had no cause to liquidate any stocks pledged to us as collateral.

Our back office operations handle our settlement and accounting procedures. Combined

daily statements are delivered to customers not later than 24 hours after a transaction has been

made and monthly statements of account are required to be sent to customers in the first week

of every month. We do not accept cash-in-hand deposits from our customers, and settlement

can only be made via bank transfer, cheque or direct cash deposit into our bank account.

(b) Money lending

During the monitoring process, our front office team monitors the repayment status of

each loan and reports to the senior management from time to time. If, during the loan

monitoring process, we notice that the loan-to-value ratio of any loan has reached or exceeded

the accepted ratio as stated in the loan agreement, which is determined in regards to the

liquidity and value of the collateral, we may require the borrower to deposit additional

collateral or partially repay the outstanding loan in order to bring the loan-to-value ratio below

the accepted ratio once more. During the monitoring process, should there be any sudden

movements in the value of a client’s pledged securities, the Credit Committee, after further

credit assessment taking into account factors such as the repayment record of the borrower and

the trend of the movement in the relevant stock’s price, may permit the loan-to-value threshold

to be adjusted upwards by a maximum of 5.0% of the loan-to-value ratio stated in the loan

agreement. Once the threshold has been adjusted, our front office team monitors it closely and

makes a report on the status of the loan to the Credit Committee on a monthly basis. Should

the loan-to-value ratio continue to remain above the initial loan-to-value ratio stated in the loan

agreement for over three months, the Credit Committee may, taking into account, among other

things, the underlying reasons for the movement in stock price and the creditworthiness of the
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borrower, either maintain the current adjusted threshold or take further action, such as liaising

with the client and requesting him to provide further collaterals. In the case of any outstanding

amounts overdue for more than 45 days, as well as loans relating to bankrupt customers, we

may appoint an external debt collection service provider to assist in the collection of such

outstanding debt or take legal action such as repossession of pledged assets for secured loans.

During the Track Record Period and up to the Latest Practicable Date, our Group did not

appoint any debt collection service providers to assist in the collection of any outstanding debt

owed to us.

A loan may be extended, subject to satisfaction of certain criteria which our Group will

take into consideration: (i) the loan-to-value ratio of the particular loan and its collateral; (ii)

the repayment record of the borrower; (iii) the borrower’s financial strength and background;

and (iv) whether and on what terms the loan has been previously extended. If the above factors

are not satisfactory and/or the Directors are of the view that the risks and rewards are not

properly balanced, a loan will not be extended. During the Track Record Period, PCGL

extended three out of a total of three loans for which an extension was requested.

NOTIFIABLE TRANSACTIONS

Under Rule 19.04(1)(e)(iii) of the GEM Listing Rules, margin financing activities carried

out by our subsidiary PSL are considered to be in the “ordinary and usual course of business”

of our Group and are not subject to the relevant requirements under Chapter 19 of the GEM

Listing Rules. Whilst providing financial assistance to our customers is in our ordinary and

usual course of business as a money lender, under Rule 19.04(8) of the GEM Listing Rules, the

term “ordinary and usual course of business”, in the context of financial assistance, only

applies to a banking company, and not to a money lending company. In this regard, upon

Listing, the financial assistance provided by us to our money lending customers may (i)

constitute notifiable transactions under Chapter 19 of the GEM Listing Rules which will be

subject to the relevant notification, announcement and shareholders’ approval requirements;

and (ii) trigger disclosure requirements under Rule 17.15 of the GEM Listing Rules. As a

result, our Group has put in place procedures to ensure that the requirements of the GEM

Listing Rules, including those relating to Chapters 17, 19 and 20 of the GEM Listing Rules are

complied with.

In the event that the aggregate amount of the principal and interest charged thereon in

respect of a loan to be granted by our Group results in one or more of the percentage ratios

under Chapter 19 of the GEM Listing Rules exceeding 25.0% but falling short of 100.0%, such

a loan will constitute a major transaction under the GEM Listing Rules and will be subject to

announcement and shareholders’ approval requirements under Chapter 19 of the GEM Listing

Rules. As any loans approved by our management which constitute major transactions under

the GEM Listing Rules may be approved by way of written resolutions passed by Mr. Henry

Cheung and Mr. Jonathan Cheung, such loans will proceed without the need of convening a

Shareholders’ meeting to give prior approval, although the notification and announcement

requirements under the GEM Listing Rules will still be complied with.
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CUSTOMERS

We provide our services to a range of clients, including listed companies as well as

individual and corporate clients with investment appetites for the securities of small to

medium-sized listed companies. Given their preferences, the stock portfolios of such clients

typically consist of the securities of small to medium-sized listed companies, which are

generally less acceptable to brokerage houses as collateral for margin financing, considering

that they may be less liquid and more volatile in respect of their value. In this regard, our

Group is attractive to such investors in that we are willing to invest the necessary time and

manpower required to analyse the securities of small to medium-sized listed companies offered

by such investors and, if satisfied with our analysis, also provide margin financing and extend

loans backed by said securities to such clients. From our experience, existing clients with a

preference for investing in small to medium-sized companies often recommend our services to

investors with similar preferences. Our Directors believe that, with time, we will be able to

build a market reputation which will further enhance our ability to attract our target customers.

Whilst we target investors with appetites for the securities of small to medium-sized listed

companies, our customers are not restricted to only trading such securities as they still have

discretion to invest in listed companies of any size. For further details regarding our target

customers, please refer to the paragraphs headed “Competitive strengths” and “Business

strategies” in this section. For the purposes of analysing our Group’s exposure, individuals and

investment vehicles under their control will be viewed as one customer, and we will take into

account income derived from all services rendered to each customer. As at 31 December 2013

and 2014, our Group had 89 and 117 Active Customers respectively, being those accounts from

which we had generated income. These accounts comprised 39 and 43 cash accounts and 50

and 74 margin accounts respectively.

Our two executive Directors, Mr. Henry Cheung and Mr. Jonathan Cheung, are also

customers of our Group and have their own margin accounts with PSL. For details, please refer

to the section headed “Connected transactions” of this document. In addition, Ms. Chick, the

spouse of one of the directors of PSL, has a cash account with PSL.

Revenue generated from past and present Directors, employees and their respective

associates for the two years ended 31 December 2014 and the three months ended 31 March

2015 (being the latest practicable date to ascertain such information) amounted to

approximately HK$366,000, HK$417,000 and HK$124,000 respectively.
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The table below sets out the movement of our cash and margin accounts during the Track

Record Period:

Number of accounts
Cash

accounts
Margin

accounts Total

As at 1 January 2013 – 1 1
Addition during 2013 116 100 216
Cessation during 2013 (4) (1) (5)

As at 31 December 2013 112 100 212
Addition during 2014 44 66 110
Cessation during 2014 (9) (1) (10)

As at 31 December 2014 147 165 312

The table below sets out the movement of our Active Customers during the Track Record

Period.

Number of Active Customers
Cash

accounts
Margin

accounts Total

As at 1 January 2013 – – –
Became Active Customers

by 31 December 2013 39 50 89
Ceased being Active Customers

by 31 December 2013 – – –
As at 31 December 2013 39 50 89
Became Active Customers

by 31 December 2014 4 24 28
Ceased being Active Customers

by 31 December 2014 – – –
As at 31 December 2014 43 74 117
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Our top five customers in terms of revenue generated during the Track Record Period

For the two years ended 31 December 2014, the largest customer for each of those two

years accounted for approximately 27.8% and 12.9% of our revenue respectively, representing

approximately 17.8% in aggregate of our total revenue during the Track Record Period. During

the same period, revenue attributable to our top five customers in aggregate amounted to

approximately 79.2% and 49.7% of our total revenue respectively. During the year ended 31

December 2013, given our limited operating history, we were still in the process of building

up our client base and our loan portfolio, and as such, customers who utilised both our margin

financing services and money lending services contributed to a significant portion of our

revenue for that period. With the broadening of our client base and further growth of our loan

portfolio, the concentration of our revenue derived from our top five customers decreased

significantly to approximately 49.7% for the year ended 31 December 2014. Our Directors

confirm that we will make conscious efforts to ensure that there is no over-reliance on our

major customers. We closely monitor our customer portfolio to ensure that there is no

over-reliance on any one single customer in order to minimise the credit risk faced by our

Company should one of our major customers default on their repayment obligations. During

the Track Record Period, we did not experience any customer default. During the Track Record

Period, none of our Directors or their respective associates or the existing Shareholders who

own more than 5.0% of our Company’s issued share capital has had or has an interest in our

top five customers. All of our top five customers for the two years ended 31 December 2014

are Independent Third Parties.

During the Track Record Period and up to the Latest Practicable Date we had no long term

agreements with any of our top five customers. As is the case with all of our customers, we

have not and will not accept cash-in-hand deposits from our top five customers. For credit

terms offered to our customers, please refer to the paragraph headed “Commission and interest

rates” in this section for a detailed breakdown of our commission and interest rates charged.

During the Track Record Period, we received no complaints from our customers.

The following table lays out the approximate revenue from our top five customers, the

service type, their occupations and the years in which their business relationship with us began,

for the two years ended 31 December 2014.
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For the year ended 31 December 2013

Customer Service type

Income
contributed

to our
Group’s
revenue

% of
revenue

Year in which
business
relationship began Occupation

HK$’000

Customer A Brokerage 43.6 0.3% 2013 Director of a
private trading
company

Margin financing 112.2 0.7%
Money lending 4,420.8 26.8%

Total 4,576.6 27.8%

Customer B Brokerage 8.2 0.0% 2013 Investment
holding
company
(Note 1)

Margin financing 2,573.5 15.6%

Total 2,581.7 15.6%

Customer C
(Note 3)

Margin financing 2,463.9 15.0% 2013 Investment
holding
company
(Note 2)

Total 2,463.9 15.0%

Customer D Brokerage 44.9 0.2% 2013 Self-employed
Margin financing 407.1 2.5%
Money lending 1,379.2 8.4%

Total 1,831.2 11.1%

Customer E Brokerage 15.6 0.1% 2013 Consultant
Margin financing 0.2 0.0%
Money lending 1,580.5 9.6%

Total 1,596.3 9.7%

Total 13,049.7 79.2%

Notes:

1. This private investment holding company is a substantial shareholder of a company listed on the Stock
Exchange.

2. This private investment holding company is a substantial shareholder of a company listed on the Stock
Exchange.

3. In January 2013, when the client transferred its account (together with margin loans and securities collateral)
from another brokerage house to PSL, PSL settled the customer’s existing margin loans with the
aforementioned brokerage house and the relevant securities collateral were transferred to PSL’s account at
CCASS. During the year ended 31 December 2013, no trading activity was recorded for this customer. As such,
we did not derive any commission income from the said customer despite having extended a margin loan in
January 2013. As at 31 December 2013, the balance of the margin loan granted to this customer amounted to
approximately HK$21.2 million whilst the day-end value of the related securities collaterals amounted to
approximately HK$231.5 million. This customer conducted trading activity through PSL in 2014 but was not
one of our top five customers in that year. As at 31 December 2014, the balance of the margin loan granted
to this customer amounted to approximately HK$968,000 with the day-end value of the related securities
collaterals amounted to approximately HK$1.4 million. The balance was subsequently fully settled in January
2015.
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For the year ended 31 December 2014

Customer Service type

Income
contributed

to our
Group’s
revenue

% of
revenue

Year in which
business
relationship began Occupation

HK$’000

Customer F Brokerage 1,073.6 3.3% 2014 Director of a

private

company

Margin financing 1,874.2 5.7%
Placing 1,298.3 3.9%

Total 4,246.1 12.9%

Customer D Brokerage 326.2 1.0% 2013 Self-employed
Margin financing 1,869.5 5.7%
Money lending 1,583.9 4.8%
Placing 99.8 0.3%

Total 3,879.4 11.8%

Customer A Brokerage 118.5 0.3% 2013 Director of a

private

company

Margin financing 1,150.0 3.5%
Money lending 2,578.8 7.8%

Total 3,847.3 11.6%

Customer G Brokerage 233.8 0.7% 2014 Managing

director of an

investment

firm

Margin financing 1,414.7 4.3%
Placing 906.8 2.7%

Total 2,555.3 7.7%

Customer H Brokerage 870.4 2.6% 2014 IT director
Margin financing 872.8 2.6%
Placing 150.8 0.5%

Total 1,894.0 5.7%

Total 16,422.1 49.7%
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SUPPLIERS AND VENDORS

Due to the nature of our business activities, we have no suppliers.

We entered into an agreement with an independent information technology system vendor
in 2012, pursuant to which our Group is entitled to use the vendor’s system for our trading
platform and for the provision of our online trading service. Our contract with the system
vendor lasts for three years, and is subject to renewal in January 2016. As at the Latest
Practicable Date, based on the system’s performance thus far in that there have been no
material disruptions, we currently expect to renew our contract with the system vendor. The
system vendor also provides maintenance and support services for the system, including but
not limited to a back-up cloud-based system to safely store information regarding trades and
a firewall system which is from time to time enhanced and strengthened to protect our Group
from any cyber security breaches. During the Track Record Period, there were no disruptions
of the system which led to any material disruption in our operations. The system vendor we
have engaged is recognised by the Stock Exchange. Payment to the vendor by our Group is
effected on a monthly basis by way of bank transfer or cheque. Please refer to the paragraph
headed “Internal control” in this section for more information on our IT services and offsite
backup system.

None of our Directors or their respective associates or the existing Shareholders who own
more than 5.0% of our Company’s issued share capital has any interest in any of our vendors.

SALES AND MARKETING

Our sales and marketing comprises sourcing new customers, opening customer accounts
and handling customer enquiries. It is generally performed by our front office team. The
opening of customer accounts is processed by Licensed Representatives and our settlement
department and has to be approved by one of our Responsible Officers. Our front office team
also regularly contact existing customers in order to maintain strong business relationships
with them. We generally expand our new client network through referrals from our existing
customers and the personal networks of our management. During the Track Record Period, all
of our customers were either referred (i) by our senior management; or (ii) by our customers
who originated through previous referrals by our senior management.

The majority of our customers are individuals and corporations with investment appetites
for the securities of small to medium-sized listed companies who are most readily accessed via
personal introduction. We consider client referrals and the personal networks and relationships
of our management to be sufficient to attract the kind of customers we currently target in this
regard. For more information, please refer to the paragraph headed “Business strategies” in this
section. For the two years ended 31 December 2014, out of our respective 89 and 117 Active
Customers, 31 and 31 were respectively referred by our senior management and revenue
generated from customers referred by our senior management amounted to approximately
HK$12.7 million and HK$10.7 million respectively. Out of these, 13 and 10 customers with
whom our senior management established relationships during their respective tenures at
iSTAR International Securities Co. Limited and its associates contributed approximately 72.3%
and 30.3% of our total revenue for the two years ended 31 December 2014 respectively.
Revenue generated from customers referred by our existing customers during the same period
amounted to approximately HK$3.7 million and HK$22.2 million respectively and
approximately HK$0.1 million and HK$0.1 million were generated from staff dealings
respectively during the same period.

BUSINESS

– 111 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE. THE INFORMATION IN THIS DOCUMENT SHOULD
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.



We aim to continually improve the quality of our services by requesting customers to

provide feedback on our business and our interactions with them. Moreover, we conduct

reviews of our front office customer liaison procedures at regular management meetings in

addition to reviews of our existing operational manuals in order to maintain optimal levels of

customer satisfaction. During the Track Record Period, we received no complaints from any of

our customers.

We believe that the Listing will help promote our corporate image and act as a suitable

platform which will enable potential clients to gain awareness of our bespoke services.

COMPETITION

As discussed in the paragraph headed “Overview” in this section, we believe that we

occupy a position between the mass market retail brokerage houses and the institutional

investment banks, the client base of which generally consists of large scale investment funds.

Details of the competition that our Group currently faces and will continue to face are

described in the section headed “Industry overview” of this document.

INTERNAL CONTROL

Under the Code of Conduct, a licensee should have internal control procedures and

financial and operational capabilities which can be reasonably expected to protect its

operations, customers and other licensed or registered persons from financial loss arising from

theft, fraud and other dishonest acts, professional misconduct or omissions.

In general, “internal controls” represent the manner in which a business is structured and

operated so that reasonable assurance is provided of:

(a) the ability to carry on the business in an orderly and efficient manner;

(b) the safeguarding of our Group’s and our customers’ assets;

(c) the maintenance of proper records and the reliability of financial and other

information used within and published by the business; and

(d) the compliance with all applicable laws and regulatory requirements.

During the ordinary course of our business activities, we are exposed primarily to (i)

credit risks in respect of our brokerage and securities-backed lending services; (ii) operational

risks relating to our internal processes and our staff; (iii) regulatory risks in respect of

compliance with rules and regulations; and (iv) anti-money laundering risk in respect of illegal

or improper use of our operations. As part of our initiatives to manage these risks, we have

established and implemented our compliance and operational manuals, which contain our

credit policy, operating procedures and other internal control measures. We also established

two operational committees on 4 February 2013, namely our Credit Committee, which as at the
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Latest Practicable Date comprised our two executive Directors and several members of senior

management, to review and oversee the credit policies of our Group, and our Compliance

Committee, which as at the Latest Practicable Date comprised our two executive Directors,

several members of senior management and a vice-president, to ensure our Group’s compliance

with relevant rules and regulations and to oversee internal control matters. A summary of our

key internal control policies and procedures is set out below.

Credit risk management

Pinestone Securities Limited

Our brokerage and margin financing services are both susceptible to credit risk should

customers fail to fulfill their payment obligations. As a result, we have implemented a credit

control policy which our Directors and senior management believe to be effective in

minimising the credit risk our Group faces. Any other transaction or product not covered by

either our credit control or risk management policies is evaluated by our Credit Committee and

incorporated into the aforementioned policies as the Credit Committee sees fit.

Before an account can be opened with us, we require all customers to go through our

“know-your-client” account opening procedures which aim, among other things, to ascertain

the creditworthiness of a client and who the beneficial owner of the account is. The account

opening process, which is handled by our front office team, is designed in such a way as to

obtain satisfactory knowledge about a client. To this end, we encourage clients to open

accounts in person at our office and in the presence of one of our Licensed Representatives or

Responsible Officers. During the account opening process, our clients must sign an agreement

absolving our Group and all of its officers and employees of any responsibility regarding any

loss or liability which they may incur, unless due to fraud or willful default on the part of our

Group or anyone employed therein. In doing so, our clients accept total responsibility for all

trading decisions in their accounts and acknowledge that we are responsible only for the

execution, clearing and carrying out of transactions in such accounts. Please refer to the

paragraph headed “Credit assessment” in this section for further details regarding our

“know-your-client” account opening procedures.

Given that payment for successful trades is settled on a T+2 basis, our Group is exposed

to credit risk to the extent of the client becoming unable to pay for said trades in the intervening

period between trade execution and settlement. As a result, trading limits are set for customers

to mitigate some of the abovementioned credit risk. A trading limit is the amount of credit

exposure which our Group can accept for a particular client for the duration of the T+2 period.

Customers are not allowed to execute further securities purchases once their trading limit has

been reached. Trading limits for cash and margin accounts are initially set to zero, and trading

limits may be increased via application, which is considered and approved by the Credit

Committee.
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A credit line is the maximum loan facility granted to a margin client, and it is set after

taking into account both current and potential risks of an individual client. Credit lines, which

are approved by the Credit Committee, are observed strictly by our front office team, who are

in turn closely monitored by our Responsible Officers in order to ensure adherence to the

various limits granted. Credit lines and trading limits are determined with close reference to the

creditworthiness of a customer, and for the former we review the collateral on offer in order

to affirm the financial standing and repayment ability to this end.

For our margin financing business, our Company only accepts securities listed on the

Stock Exchange as collateral for margin loans. On the basis of fundamental, technical and risk

factors of the individual shares pledged as collateral, different levels of haircut are applied for

credit extension purposes. In general, after taking into consideration factors such as, the

customer’s financial background, the collateral on offer, its liquidity, its value and its type (e.g.

blue chip, red chip, small to medium sized listed companies etc.), the composition of the stock

portfolio (e.g. single stock portfolio or multi-stock portfolio), and different levels of margin

ratio, up to 70.0%, are generally assigned. These margin ratios represent the maximum

percentage of financing that margin clients can get against the value of collateral shares in their

accounts. For the years ended 31 December 2013 and 2014, margin ratio of over 70.0% was

assigned to one customer and three customers respectively. During the Track Record Period,

the maximum margin ratio assigned was approximately 81.6%.

In the event of any adverse movement in the prices of customers’ pledged securities, we

may make margin calls to the relevant customers. Customers subject to our margin calls are not

allowed to execute further securities purchases unless they have deposited additional funds,

sold their pledged securities or pledged additional securities to top up their margin value. In

particular, we generally require all margin clients to maintain a margin loan ratio (which is the

outstanding loan amount over the market value) of not more than 70.0% at all times. Should

a client’s margin loan ratio equal or exceed 70.0%, no new positions can be established, and

if the margin loan ratio is not reduced to an acceptable level, the securities may be liquidated

at our discretion. For further information, please refer to the paragraph headed “Post-loan

monitoring” in this section.

Pinestone Capital Group Limited

Our Group adopts a strict set of credit policies with regards to the activities carried out

under our Money Lenders Licence. All decisions made on loan applications are handled by our

front office team and are subject to the approval of the Credit Committee. All new customers

have to pass our financial background and credit checks before a loan account can be opened.

In addition, we may at our discretion require a guarantee from an Independent Third Party

for individual and corporate customers and/or a guarantee from the shareholder and/or director

for our corporate customers. In determining whether a guarantee is required to add further

security to a loan, our front office team will, on a case by case basis, consider, among other

things, the reason for the borrowing, the credit history of the customer with our Company, if

any, the customer’s financial background, the collateral on offer, its liquidity, its value and its
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type (i.e. blue chip, red chip, small to medium-sized listed companies, etc.), the composition

of the stock portfolio (e.g. single stock portfolio or multi-stock portfolio) and our credit

exposure for the loan. As with the credit assessment of the customer, individuals providing a

guarantee in favour of a loan are also required to meet the same basic eligibility and approval

criteria, and will be required to go through the same verification and approval procedures.

Once the guarantor is approved by us, the guarantor will be required to execute relevant

documents to provide guarantee to the borrower.

Operational risk management

We have developed and implemented our account opening procedures in compliance with

the Code of Conduct. We only take orders or instructions from customers and/or their

authorised representatives provided that the customers have completed the account opening

process, including the signing of account opening forms and client agreements. Please refer to

the paragraph headed “Operations” in this section for a more detailed description of the

account opening process. Our front office team has to observe the Code of Conduct and the

PDPO when handling the personal data of customers, such as collecting copies of identity cards

during the account opening process.

Our front office team members responsible for handling customers’ orders must be

registered with the SFC as either a Responsible Officer or a Licensed Representative. We have

established and implemented a policy for the recruitment, licensing and training of our staff to

ensure that they are properly recruited, appointed, licensed and trained. We only employ

persons who are fit and proper and competent to perform the duties for which they are

employed.

We insist that all members of our front office team adhere to our securities dealing and

related procedures. All customer orders should be received and/or confirmed to customers

using our internal telephone recording system or processed through our online trading

platform. All customer orders must be handled in a fair and equitable manner and in the

sequence of receipt, with clear and comprehensive audit trails created to precisely record all

orders from the time of origination through to order execution. The front office team must take

all reasonable steps to ensure customer orders are executed promptly and in accordance with

the customer’s instructions. All customer orders are processed through our BSS, a system

which facilitates our front office to process customers’ orders efficiently. In addition, our BSS

also has built-in monitoring and record keeping functions. For instance, cash balance and stock

balance are displayed, and a warning message will appear in the case of a negative balance. All

records shall be kept for seven years, apart from client instruction and order records which are

to be retained for two years. All trading information is uploaded simultaneously to an offsite

centre and is backed up on a daily basis. Customer telephone records shall be kept for at least

six months as required by the Code of Conduct. Customer telephone records are backed up on

a daily basis onsite and are uploaded to an offsite centre for storage monthly. Customers of our

internet trading platform are subject to the same stringent rules as our telephone customers.
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Occasionally, error trades may occur during the course of our brokerage operations. It is

our policy to immediately rectify any error trades by booking any gain or loss caused by such

a trade into our error account. Error trades do not affect the value of a client’s book in any way,

as we bear the gain or loss resulting from any trading errors. In addition, our BSS has a built-in

function to detect irregularities and can reject certain types of input error, thus minimising the

possibility for error trades to occur. During the Track Record Period and up to the Latest

Practicable Date, we recorded four error trades amounting to losses of approximately

HK$1,100 and HK$4,100 for each of the two years ended 31 December 2013 and 2014

respectively, one of which was made upon testing our newly-installed online trading platform

prior to its official launch. The amount of loss incurred in each instance was immaterial.

In order to safeguard client information and safely store customer order details and

trading information, we have subcontracted our BSS to an external service provider which has

been recognised by the Stock Exchange. As disclosed in the paragraph headed “Suppliers and

vendors” in this section, the system vendor also provided, amongst other things, a firewall

system which is from time to time enhanced and strengthened to protect our Group from cyber

security breaches. In addition, our Group has installed equipment and software purposely built

to prevent cyber security breaches such as unauthorised access, hacking and computer viruses.

Regulatory risk management

Our Group is subject to a number of different regulatory requirements, and our securities

brokerage arm in particular is required to comply with the FRR requirements, including

maintaining adequate capital and liquid capital at all times. Our finance department is

responsible for the preparation of the financial returns according to the requirements under the

FRR. One of our Responsible Officers will review and sign off on the financial returns which

shall be submitted no later than the 21st day of each calendar month. The finance department

is also responsible for the monitoring of our compliance with the FRR on an ongoing basis.

Liquid capital estimation is computed on a daily basis by our director of finance so as to ensure

that timely information is conveyed to our management. The daily computation is reviewed by

our senior management. In addition, we submit an FRR report to the SFC on a monthly basis.

The finance department closely monitors the daily reconciliation of customer trust bank

accounts and our Group’s bank account for funding and settlement purposes to ensure

compliance with the Securities and Futures (Client Money) Rules.

Our Group and licensed persons are obliged to notify the SFC immediately in accordance

with the notification requirements of the Code of Conduct and/or other guidelines, rules and

regulations, where applicable. The requirement of notification extends to any material breach,

infringement or non-compliance of market misconduct provisions set out in Part XIII or Part

XIV of the SFO reasonably suspected to have been committed by customers, giving particulars

of the suspected breach, infringement or non-compliance and relevant information and

documents.
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Compliance with the Personal Data (Privacy) Ordinance

In the course of our business, our Group has in its possession private and confidential

personal data, and as such our operations in relation to such data are regulated by the PDPO.

In particular, our Group falls within the definition of “data user”, which is defined in the

ordinance as “a person who, either alone, jointly or in common with other persons, controls the

collection, holding, processing or use of the data” and hence is subject to the principles set out

in the PDPO regarding the collection, use, retention, accuracy and security of and access to

personal data. In this regard, our Group has established policies and procedures to ensure our

compliance with the PDPO.

Anti-money laundering risk management

To mitigate our anti-money laundering risk, all of our staff members are required to

adhere to the requirements set out in the Anti-Money Laundering and Counter-Terrorist

Financing (Financial Institutions) Ordinance and the SFC Guideline on Anti-Money

Laundering and Counter-Terrorist Financing and any update relating thereto. We have also

adopted the “policies, procedures and training” principle as provided in these guidelines by

establishing and adopting policies and providing education and training to our staff on

anti-money laundering. We also voluntarily conduct our procedures in line with the Guideline

on Prevention of Money Laundering issued by the HKMA, despite the fact that we are not an

Authorised Institution and thus are not obliged to follow such guidelines. Our guidelines on

anti-money laundering are provided in our credit policies, Group-wide compliance manual and

operational manuals provided to our staff to ensure that they are aware of the possibility of

money laundering and their own personal legal obligations in relation thereto. In addition, we

have also assigned one of our senior management to act as our anti-money laundering officer

whose role it is to ensure compliance with the relevant rules and regulations regarding

anti-money laundering.

In respect of our anti-money laundering efforts, we have adopted the “know your client”

principle espoused in the guidelines mentioned above, whereby we ensure all potential

customers provide us with proof of identity, their occupation, background and contact details,

which we then process for verification. We maintain files on our computer systems and backups

are made offsite of all customer information, including loan drawdown records of all past and

present customers.

In addition, to prevent the risk of being involved in money laundering activities

unintentionally, we do not handle cash disbursements to and cash receipts from our customers

in the course of conducting our business. To this end, we insist that all repayments from

customers are made via bank transfer, cheque or direct cash bank deposit. If we consider a

repayment pattern to be suspicious, our anti-money laundering officer will be informed of such

irregular behaviour immediately for his or her further handling, which may involve notifying

the Joint Financial Intelligence Unit or any relevant regulatory bodies.
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HISTORICAL COMPLIANCE MATTERS

Background

During the account opening process, PSL generally obtains standing authority from its

margin clients to repledge securities pledged to PSL to Authorised Institutions. However, due

to an inadvertent oversight of PSL’s Responsible Officers (one of whom had since left our

Group), at the beginning of our business operations in January 2013, after obtaining verbal

confirmations in respect of the intention to repledge and the identity of the financial institution

in question from the two relevant customers (in addition to the aforementioned standing

authority), PSL repledged their securities collateral as part of a margin financing arrangement

with a then market value of approximately HK$210.0 million in aggregate to a financial

institution (i.e. not an Authorised Institution) which was a corporation licensed to carry out,

among other things, Type 1 (dealing in securities) regulated activity under the SFO, in

contravention of the SFCSR. A margin loan of approximately HK$30.0 million was obtained

from the said intermediary and the same amount was utilised to extend margin financing to the

aforementioned clients. This loan obtained from the said intermediary had since May 2013

been fully settled.

During the repledging period from January 2013 to May 2013, our Group recorded an

interest income of approximately HK$414,000 and a net profit of approximately HK$167,000

(after deducting the associated interest expenses paid to the aforementioned intermediary)

arising from the HK$30.0 million margin financing extended to the two customers. As no

trading activity was recorded for the two customers during the repledging period from January

2013 to May 2013, our Group did not derive any commission income arising from the HK$30.0

million margin financing extended to the two customers. Both customers conducted trading

activities through PSL subsequent to the settlement of the loan obtained from the said

intermediary in May 2013. The occurrence of the repledging to the abovementioned

intermediary was due to an inadvertent oversight of the requirements in SFCSR by PSL as it

was a one-off transaction and was not part of our Group’s ordinary and usual course of

business. Up to the Latest Practicable Date, there has been no other occasion where our Group

has repledged client’s securities to a third party after the aforesaid incident.

Rectification measures

In August 2014, in light of an enquiry by the SFC as part of their offsite monitoring, we

reviewed the aforementioned incident and noted the inadvertent non-compliance. We took a

serious view of the issue upon becoming aware of the non-compliance with the SFCSR. In this

regard, we have since established additional steps and procedures to enhance our internal

control procedures to prevent future occurrence of such incident and had implemented

rectification measures by:

(i) issuing a reminder to all staff (including the relevant Responsible Officer, who

joined our Group in September 2012 and has been licensed to carry out Type 1

(dealing in securities) regulated activity under the SFO since April 2003), to strictly
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adhere to the relevant laws and regulations at all times and a relevant training
session was conducted on 5 September 2014 to enhance staff’s knowledge of the
SFCSR with a particular emphasis on the restriction regarding repledging securities
collateral to an intermediary that is not an Authorised Institution;

(ii) revising our Group’s operational manual such that in future, securities collateral of
our margin clients must be repledged to Authorised Institutions only and training
sessions regarding applicable provisions of the SFCSR (in particular the treatment
and restrictions on treatment of client securities and securities collateral as well as
process of obtaining internal approval for repledging of client assets to Authorised
Institutions) will be held by one of our Responsible Officers from time to time as
relevant new staff join our Group and/or as necessitated by updates/amendments on
the SFCSR; and

(iii) engaging independent internal control advisers, BDO Financial Services Limited
(“BDOFS”) in January 2015 to review the enhanced internal control measures for
the period from November 2014 to January 2015. In assessing the design,
implementation and operating effectiveness of the enhanced internal control
measures, the internal control adviser performed, amongst other things, analysis on
the design of the controls, walkthrough of the relevant enhanced internal control
measures, review of the relevant documentation (e.g. the revised operational manual
and the training material) and tests on the enhanced internal controls. BDOFS
reported to us, that in their view, the enhanced internal control measures had been
properly designed, effectively implemented and had maintained operating
effectiveness from November 2014 to January 2015.

We have duly reported the above incident and the related remedial actions to the SFC,
who had reserved the power to take any action as appropriate. As at the Latest Practicable Date,
so far as the Directors are aware, the SFC has taken no further action against PSL or the
relevant Responsible Officer. Going forward, any proposal to repledge securities collateral
must be approved by at least two Responsible Officers.

Legal counsel’s view

Our Group has also obtained a legal opinion to ascertain the legal consequences of the
abovementioned incident. Based on precedent cases and the following facts and circumstances:

(i) the incident was only a negligent act in that PSL never intended to defraud the
clients;

(ii) it is only a technical breach as PSL had obtained verbal confirmations from clients
but wrongly repledged to an intermediary which is not an Authorised Institution;

(iii) no damages was caused to the integrity of the market;

(iv) no loss was caused to the clients;
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(v) the duration of the repledge was less than half a year;

(vi) PSL has a clean disciplinary record and previous good conduct;

(vii) the non-compliance was not systematic in that it is only a stand-alone incident with

no repetition of such incident up to the date the opinion was given;

(viii) our full co-operation with the SFC in that we had promptly responded to their

enquiries and had duly reported the incident and related remedial actions to the SFC;

and

(ix) remedial actions have been taken to strengthen PSL’s internal control in relation to

repledging activities,

the legal counsel is of the view that:

(i) should the SFC bring disciplinary proceedings against PSL or the relevant

Responsible Officers (being Mr. Wong Chi Kan and another individual who has

since left our Group) for misconduct and breach of the Code of Conduct, PSL may

be subject to reprimand and a fine penalty far below the maximum penalty of either

HK$10.0 million or three times of the amount of the profit gained (approximately

HK$501,000); whilst the relevant Responsible Officers may be subject to reprimand

and suspension of licence for a short period of time, but the possibility of

imprisonment (of both the representative of PSL and the relevant Responsible

Officers) is remote; and

(ii) should the SFC bring legal action against PSL for the breach of the SFCSR, the

proceedings are likely to be conducted in a summary manner, PSL may be subject

to a fine penalty that is far below the maximum penalty of HK$100,000 and the

possibility of imprisonment (maximum term of six months) on summary conviction

is remote.

Directors’ and the Sponsor’s views

Having considered (i) the fact that the incident was an inadvertent error and its one-off

nature; (ii) the background leading to the specific incident; (iii) the status of this case; (iv) no

occurrence of an incident of the same nature thereafter; (v) the incident and related remedial

actions had been duly reported to the SFC as soon as our Group became aware of the incident;

(vi) in the event that the licence of the Responsible Officer who was involved in this incident

being Mr. Wong Chi Kan, is suspended or revoked, PSL is still able to meet licensing

requirements of the SFO to have two Responsible Officers so as to continue carrying out

Type 1 (dealing in securities) regulated activity whilst Mr. Wong Chi Kan’s day-to-day main

responsibilities of supervising the front office team as well as advising and executing client

orders can be readily covered by other employees without any material interruption to its

business operations; (vii) the foregoing counsel’s views; and (viii) any potential liability with
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regards to the one-off incident identified is fully indemnified by the Controlling Shareholders
under the Deed of Indemnity, our Directors are of the view, and the Sponsor concurs, that (a)
the enhanced internal control measures adopted by our Group for this purpose are adequately
designed and effectively implemented; (b) the one-off incident identified does not affect the
suitability of our Directors to act as directors under Rules 5.01 and 5.02 of the GEM Listing
Rules; and (c) the one-off incident identified does not affect the suitability for our Company’s
listing under Rule 11.06 of the GEM Listing Rules.

REGULATIONS, LICENCES AND TRADING RIGHTS

Type of licence Effective date Scope of licence Status

SFO Type 1 licence 13 September 2012 Licence under the

SFO to carry out

Type 1 (dealing in

securities)

regulated activity

Valid

Exchange Participant

Certificate

(No. P1623)

3 December 2012 Allows corporation

to trade on or

through the Stock

Exchange

Valid

Stock Exchange

Trading Right

(Distinctive

No. 1074)

3 December 2012 Allows corporation

to trade on or

through the Stock

Exchange

Valid

Money Lenders

Licence

(No. 0154/2015)

14 February 2015 Allows a person or

corporation to

lend money in

Hong Kong

Valid until

14 February 2016

SFC licences

The securities market in Hong Kong is highly regulated. The principal regulatory bodies
governing our business are the SFC and the Stock Exchange. Our business, and our responsible
personnel, are subject to a number of legislations, regulations and the respective rules of the
Stock Exchange and, upon Listing, the GEM Listing Rules.

In particular, PSL is required under the SFO to be licensed with the SFC and be admitted
as an Exchange Participant in order to conduct our business. Set out below is a summary of the
relevant licences and trading rights currently held by PSL relating to its brokerage, margin
financing and placing and underwriting services:

(i) Licence under the SFO to carry out Type 1 (dealing in securities) regulated activity;
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(ii) Exchange Participant Certificate (No. P1623); and

(iii) Stock Exchange Trading Right (Distinctive No. 1074).

According to Part 1 of Schedule 5 of the SFO, Type 8 regulated activity is “securities

margin financing”. According to Part 2 of Schedule 5 of the SFO, “securities margin financing”

means providing financial accommodation in order to facilitate acquisition of securities and the

continued holding of those securities, but does not include, inter alia, the provision of financial

accommodation by a corporation licensed for Type 1 (dealing in securities) regulated activity.

As PSL is licensed to carry out Type 1 (dealing in securities) regulated activity, it is excluded

from the definition of “securities margin financing” as defined under Part 2 of Schedule 5 of

the SFO and is not required to be further licensed to carry out Type 8 (securities margin

financing) regulated activity.

The above licences and trading rights of PSL have no expiry date and will remain valid

unless they are suspended or revoked by the SFC or the Stock Exchange. Since the

establishment of our business and up to the Latest Practicable Date, our Group has been subject

to SFC’s offsite monitoring in respect of the incident as mentioned in the paragraph headed

“Historical compliance matters” in this section and has not undergone any SFC onsite review

or audit.

The Responsible Officers for our Type 1 (dealing in securities) regulated activity during

the Track Record Period and up to the Latest Practicable Date are Mr. Wong Wing Shing,

Mr. Wong Chi Kan and Ms. Ma Sai Wun Ginny.

Money Lenders Licence

Hong Kong’s money lending industry is regulated and money lenders are required to be

licensed as such under the Money Lenders Ordinance. The primary regulators of the money

lending industry in Hong Kong include the Licensing Court, the Registrar of Money Lenders

and the Commissioner of Police.

Under our current Money Lenders Licence, PCGL is licensed under the Money Lenders

Ordinance to carry out money lending activities from our headquarters for a period from 14

February 2015 till 14 February 2016.

Our Group has obtained all material licences, permits or certificates necessary to conduct

our business from the relevant governmental bodies in Hong Kong. Our Group complies with

all applicable laws, regulations, rules, codes and guidelines in Hong Kong which are material

to the business and operations of our Group. Details of the regulatory and licensing

requirements are disclosed under the section headed “Regulatory overview” of this document.

BUSINESS

– 122 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE. THE INFORMATION IN THIS DOCUMENT SHOULD
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.



LITIGATION

As at the Latest Practicable Date, neither our Company nor any of our subsidiaries is

engaged in any litigation or claims of material importance and no litigation or claims of

material importance are known to our Directors to be pending or threatened against our

Company or any of our subsidiaries.

DOMAIN NAME AND INTELLECTUAL PROPERTY RIGHTS

Our Groups currently owns the domain name www.pinestone.com.hk, which was

registered on 11 April 2012 and is due to expire on 12 April 2016, subject to renewal. The

registration prevents others from using our domain name during the subsisting registration

period.

As at the Latest Practicable Date, our Group has registered the following trademark in

relation to our business:

Trademark
Application
number Class Name of owner

Place of
registration

Date of
registration Expiry date

303216276 36 Pinestone Capital

Limited

鼎石資本有限
公司

Hong Kong 27 November

2014

26 November

2024

Unregistered trademarks and trade names can be protected by the common law action of

passing off in Hong Kong. Up to the Latest Practicable Date, our Directors were not aware of

any challenges by third parties against our Group’s use of “Pinestone” in conducting our

business. In the event of any such action by or against our Group, our Directors believe that

we will be able to prove the goodwill and reputation of “Pinestone” under which our Group has

been conducting our business since our establishment.

During the Track Record Period and up to the Latest Practicable Date, we have not been

subject to any intellectual property infringement claim which would have had a material impact

on our business, financial conditions or results of operations. Details of our intellectual

property rights are set out in the paragraph headed “Intellectual property rights of our Group”

in Appendix IV to this document.
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STAFF WORKING CONDITIONS, TRAINING AND INTEGRITY

Details of our Group’s general working conditions as well as remunerations and

employment benefits are set out in our staff handbook. For further details, please refer to the

paragraphs headed “Remuneration of Directors, senior management and employees” and

“Staff” under the section headed “Directors, senior management and employees” of this

document. For staff training, our policy on employee dealing and our policy on anti-money

laundering and counter-terrorist financing, please refer to the section detailing our current

internal control measures as described in the paragraph headed “Internal control” in this

section.

PROPERTIES

As at the Latest Practicable Date, we did not own any properties.

The address of our principal place of business is Unit 1506, 15th Floor, Wheelock House,

20 Pedder Street, Central, Hong Kong. We currently lease the office space at this address as

our principal place of business in Hong Kong. We entered into an agreement with a landlord

whereby we would rent the property for a period of three years starting 10 October 2012. The

rental cost (including service fees) of these premises amounted to approximately HK$1.4

million and HK$1.4 million for the two years ended 31 December 2014 respectively. No

valuation report for this office space has been included in this document as it is exempted under

section 6 of the Companies (Exemption of Companies and Prospectuses from Compliance with

Provisions) Notice (Chapter 32L of the Laws of Hong Kong).

INSURANCE

As required under the Securities and Futures (Insurance) Rules (Chapter 571AI of the

Laws of Hong Kong), our Group has taken out insurance for our regulated activities for events

such as loss of client assets due to theft by employees or other fraudulent acts stipulated in our

insurance policy. We also provide medical insurance to our employees. The aggregate premium

of all of our insurance policies amounted to approximately HK$24,000 and HK$39,000 for the

two years ended 31 December 2014. As the major aspects of our operations have been covered

by insurance, we believe our Group has taken out adequate insurance in line with industry

standards to cover our assets and our employees. During the Track Record Period there were

no material insurance claims.
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