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Report of Independent Registered Public Accounting Firm

Board of Directors
RenCap Securities, Inc.

We have audited the accompanying statement of financial condition of RenCap Securities, Inc.
(the “Company™) as of December 31, 2013, and the related notes to the statement of financial
condition.

Management’s Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of the statement of financial
condition in conformity with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation
of a statement of financial condition that is free of material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the statement of financial condition based on our
audit. We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the statement of financial condition is free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statement. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statement, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the statement of financial condition in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the statement of financial condition.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

A member firm of Ernst & Young Global Limited



Opinion
In our opinion, the statement of financial condition referred to above presents fairly, in all

material respects, the financial position of RenCap Securities, Inc. as of December 31, 2013 in
conformity with U.S. generally accepted accounting principles.

C ont 1 o P

February 28, 2014
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Statement of Financial Condition

December 31, 2013

Assets

Cash

Receivables from clearing broker
Fixed assets, net

Due from affiliates

Income taxes receivable
Deferred tax asset, net

Other assets

Total assets

Liabilities and stockholder’s equity
Liabilities:
Accrued compensation
Accounts payable and accrued expenses
Due to affiliates
Total liabilities

Stockholder’s equity:
Common stock, $0.01 par value; 100 shares authorized, issued,
and outstanding
Additional paid-in capital
Retained earnings
Total stockholder’s equity

Total liabilities and stockholder’s equity

See the accompanying notes to the statement of financial condition.

$ 25,484,268
1,372,861
1,592,223
1,546,610

76,909
2,355,013
528,345

$ 32,956,229

$ 5,433,544
852,720
41,027

6,327,291

1
21,549,999
5,078,938

26,628,938

$ 32,956,229




RenCap Securities, Inc.

Notes to Statement of Financial Condition

December 31, 2013

1. Organization

RenCap Securities, Inc. (the “Company”) is a broker-dealer registered under the Securities
Exchange Act of 1934 and is a member of the Financial Industry Regulatory Authority
(“FINRA”). The Company is a wholly-owned subsidiary of Renaissance UK Holdings Limited
(the “Parent™), a UK registered company, which is a wholly-owned subsidiary of Renaissance
Financial Holdings Limited, a limited liability company incorporated in Bermuda. The financial
statements of the Parent are consolidated in the financial statements of the holding company,
Renaissance Capital Investments Limited (“RCIL”). RCIL is primarily engaged in the Russian
and Central Independent States financial markets and provides a full range of financial services
to clients.

On December 21, 2012 Renaissance Capital Holdings Limited (“RCHL”), parent Company of
RCIL, entered into a share purchase agreement with Onexim Holdings Limited (“Onexim”)
whereby Onexim purchased all shares of RCHL and its subsidiaries. The closing date of the
transaction was April 5, 2013.

The Company is engaged principally in the purchase and sale of American Depository Receipts,
Global Depository Receipts and local shares linked to the Russian and African equity markets.
Trades are executed on an agency basis. The Company provides its foreign affiliates with access
to financial institutions primarily located in the United States and Latin America. In exchange for
these services the Company earns a net share of commission and brokerage income.

2. Significant Accounting Policies
Basis of Accounting

The Company’s statement of financial condition has been prepared in accordance with U.S.
generally accepted accounting principles (“GAAP”).

Use of Estimates

The preparation of the statement of financial condition in conformity with GAAP requires
management to make estimates and assumptions that affect the amounts reported in the statement
of financial condition and accompanying notes. Actual results could differ from those estimates.

Securities Transactions

Securities transactions and related expenses are recorded on a trade date basis.



RenCap Securities, Inc.

Notes to Statement of Financial Condition (continued)

2. Significant Accounting Policies (continued)
Fixed Assets

Furniture, equipment and computer software are carried at cost and are depreciated on a straight-
line basis using the estimated useful lives of the respective assets, ranging from three to five
years.

Leasehold improvements are being amortized on a straight-line basis over the shorter of the
estimated useful life of the improvement or the term of the lease.

Fees From Related Party

The Company’s fees from related party income are earned according to the cost plus transfer
pricing methodology, in which expenses are reimbursed at cost + 10%.

Income Taxes

The Company accounts for taxes in accordance with ASC 740, Income Taxes. Under the liability
method, tax rates are applied to cumulative temporary differences based on when and how they
are expected to affect the tax return.

Deferred income tax assets and liabilities are determined based upon differences between
statement and financial condition and tax bases of assets and liabilities that will result in taxable
or deductible amounts in the future, based on enacted tax laws and rates applicable to the periods
in which the differences are expected to affect taxable income. Valuation allowances are
established, when necessary, to reduce the deferred income tax assets to the amount expected to
be realized.

ASC 740-10, Accounting for Uncertainty in Income Taxes, clarifies the accounting for income
taxes by prescribing a “more likely than not” recognition threshold that a tax position is required
to meet before being recognized in the statement of financial condition. In addition, the guidance
clarifies the measurement of uncertain tax positions, classification of interest and penalties, and
requires additional disclosures on tax reserves.

Foreign Currencies

Assets and liabilities denominated in foreign currencies are translated at year end rates of
exchange.



RenCap Securities, Inc.

Notes to Statement of Financial Condition (continued)

3. Net Capital and Other Regulatory Requirements

The Company, a registered broker dealer, is subject to Rule 15¢3-1, the Uniform Net Capital
Rule, of the Securities and Exchange Commission (“SEC”). This rule requires the maintenance
of minimum net capital. The company utilized the alternative method available under this rule
and is required to maintain $250,000 in minimum net capital. At December 31, 2013, the
company had net capital of $20,538,780 which was $20,288,780 in excess of the required
minimum net capital.

Advances, dividends, and capital withdrawals may be limited by various regulations in order to
maintain required minimum net capital.

Proprietary balances, if any, held at the Company’s clearing broker (“PAIB assets™) are
considered allowable assets for net capital purposes, pursuant to agreements between the
Company and the clearing broker, which require, among other things, that the clearing broker
performs computations for PAIB assets and segregates certain balances on behalf of the
Company, if applicable.

With respect to its introduced customer transactions in domestic securities, the Company is
exempt from SEC Rule 15¢3-3 under paragraph (k)(2)(ii) of that rule. With respect to
transactions in foreign securities the Company operates pursuant to the exemption from Rule
15¢3-3 under paragraph (k)(2)(i) of that rule.

4. Receivables from Clearing Broker

The Company introduces and clears certain customer trades on a fully disclosed basis through its
clearing broker, JP Morgan Chase. In the normal course of business the Company will have
commissions receivable. At December 31, 2013 the total amount due from JP Morgan Chase was
$1,372,861 of which $1,000,000 million consists of a clearing deposit and $372,861 consists of
commissions’ receivable.



RenCap Securities, Inc.

Notes to Statement of Financial Condition (continued)

5. Fixed Assets

Fixed assets at December 31, 2013 consist of the following:

Equipment $ 965201
Leasehold improvements 3,843,380
Computer software . 132,941
Furniture and fixtures 474,679
Total fixed assets 5,416,201
Less accumulated depreciation and amortization 3,823,978
Total fixed assets less accumulated depreciation $ 1,592,223

6. Income Taxes

At December 31, 2013, the Company recorded a gross deferred tax asset of $2,364.319, which
primarily relates to accrued bonus compensation not yet deductible for tax purposes. The
Company recorded a gross deferred tax liability of $9,306 which relates to other various
book/tax differences. At December 31, 2013, the Company did not record a valuation allowance
for its deferred tax assets as it is more likely than not that the deferred tax assets will be fully
realized.

The Company analyzed its tax positions with respect to applicable income tax issues for open tax
years in each respective jurisdiction with a tax analysis as of December 31, 2013 and determined
that there was no requirement to accrue any liabilities, pursuant to ASC 740-10. Accordingly, the
Company did not accrue any interest or penalties for the year ended December 31, 2013.

The Company is currently under examination in NYS for tax years 2009 through 2011 and is
subject to examination for the 2012 tax year. The Company is subject to examination in NYC for
tax years 2009 through 2012. For federal purposes, the Company is subject to examination for
tax years 2010 through 2012.

7. Related Party Transactions

Included in Due from affiliates on the statement of financial condition is $1.361,021 related to
the cost plus transfer pricing methodology.

Amounts Due from affiliates generally arise from costs paid by the Company on behalf of its
affiliates. At December 31, 2013, this amounted to $185,589.



RenCap Securities, Inc.

Notes to Statement of Financial Condition (continued)

8. Commitments, Contingent Liabilities and Concentration of Credit Risk

The Company leases office space under a non-cancellable operating lease. Minimum future
rental payments remaining under the lease as of December 31, 2013 are as follows:

Minimum
Rental
Payments
Year ending:

2014 $ 645,750
2015 645,750
2016 645,750
Thereafter 376,688
$ 2,313,938

The operating lease expires in August 2017 and is subject to escalations

ASC 460, Guarantees, requires the Company to disclose information about its obligations under
certain guarantee arrangements. ASC 460 defines guarantees as contracts and indemnification
agreements that contingently require a guarantor to make payments to the guaranteed party based
on changes in an underlying (such as an interest or foreign exchange rate, security or commodity
price, an index or the occurrence or nonoccurrence of a specified event) related to an asset,
liability or equity security of a guaranteed party. This guidance also defines guarantees as
contracts that contingently require the guarantor to make payments to the guaranteed party based
on another entity’s failure to perform under an agreement as well as indirect guarantees of the
indebtedness of others. In that regard, the Company has agreed to indemnify, without limit, its
clearing broker for losses that they may sustain from the customer accounts introduced by the
Company. At December 31, 2013, there were no significant unsecured customer balances
maintained by its clearing broker and subject to such indemnification. Customer transactions
introduced by the Company are typically collateralized by customer securities or supported by
other types of recourse provisions. In accordance with industry practice and regulatory
requirements, the Company and the clearing broker monitor collateral on the securities
transactions introduced by the Company. At December 31, 2013 and during the year then ended,
there were no amounts to be indemnified to the clearing broker for these accounts. Trades during
2013 were executed on an agency basis.

The Company maintains its cash balances with one major financial institution.



RenCap Securities, Inc.

Notes to Statement of Financial Condition (continued)

9. Fair Value Measurement

The Company values all investments in accordance with ASC 820, Fair Value Measurements
and Disclosures (“ASC 820”) (previously, Statement of Financial Accounting Standards
No. 157, Fair Value Measurements). ASC 820 defines fair value, establishes a framework for
measuring fair value, and establishes a fair value hierarchy which prioritizes the inputs to
valuation techniques. Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date.
A fair value measurement assumes that the transaction to sell the asset or transfer the liability
occurs in the principal market for the asset or liability or, in the absence of a principal market,
the most advantageous market.

Valuation techniques that are consistent with the market, income or cost approach, as specified
by ASC 820, are used to measure fair value. The fair value hierarchy prioritizes the inputs to
valuation techniques used to measure fair value into three broad levels:

* Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities the Company has the ability to access.

* Level2 inputs are inputs (other than quoted prices included within Level 1) that are
observable for the asset or liability, either directly or indirectly.

¢ Level 3 are unobservable inputs for the asset or liability and rely on management’s own
assumptions about the assumptions that market participants would use in pricing the asset
or liability. (The unobservable inputs should be developed based on the best information
available in the circumstances and may include the Company’s own data.)

The Company had no assets or liabilities measured at fair value under ASC 820 as of
December 31, 2013.

Fair Value Option

ASC 825, Financial Instruments, provides a fair value option election that allows entities to
irrevocably elect fair value as the initial and subsequent measurement attribute for certain
financial assets and liabilities. Changes in fair value are recognized in earnings as they occur for
those assets and liabilities for which the election is made. The election is made on an instrument
by instrument basis at initial recognition of an asset or liability or upon an event that gives rise to
a new basis of accounting for that instrument. The fair value option has been not been elected for
any financial assets or liabilities.



RenCap Securities, Inc.

Notes to Statement of Financial Condition (continued)

10. Incentive Compensation Plans

Certain employees of the Company participate in various long-term incentive compensation
plans (the “Plans”). The Plans primarily consist of deferred cash which are subject to certain
vesting provisions. These awards are expensed over the vesting period.

11. Subsequent Events

The company has evaluated subsequent events through February 28, 2014, the date of which
these statement of financial condition are available to be issued.

10
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on Applying Agreed-Upon Procedures

To the Board of Directors and Management of
RenCap Securities, Inc.:

We have performed the procedures enumerated below, which were agreed to by the Board of
Directors and management of RenCap Securities, Inc., the Securities Investor Protection
Corporation (SIPC), the Securities and Exchange Commission, and the Financial Industry
Regulatory Authority in accordance with Rule 17a-5(e)(4) of the Securities Exchange Act of
1934. We performed the procedures solely to assist the specified parties in evaluating RenCap
Securities, Inc.’s compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7) for the year ended December 31, 2013. RenCap Securities, Inc.’s
management is responsible for RenCap Securities Inc.’s compliance with those requirements.
This agreed-upon procedures engagement was conducted in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The sufficiency
of these procedures is solely the responsibility of those parties specified in this report.
Consequently, we make no representation regarding the sufficiency of the procedures described
below either for the purpose for which this report has been requested or for any other purpose.

The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement record entries in the general ledger and vouched cash disbursements.

There were no findings noted.

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2013 with the amounts reported in Form SIPC-7 for the year ended
December 31, 2013.

EY summed the total revenue line amounts across the four quarterly X-17A-5 forms for
the year ended December 31, 2013 and compared that total to the amount reported in
Form SIPC-7 for the year ended December 31, 2013 and noted that there was $190,913
difference between the amounts recorded in the quarterly Focus report ($13,930,698) and
the amount recorded on the SIPC report ($13,739,785). The net impact to the SIPC
general assessment was $477.

A member firm of Ernst & Young Global Limited



3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and
working papers.

There were no adjustments and no findings were noted.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related supporting schedules and working papers supporting the adjustments.

There were no findings noted.

We were not engaged to and did not conduct an examination, the objective of which would be
the expression of an opinion on compliance with the applicable instructions of the General
Assessment Reconciliation (Form SIPC-7) for the year ended December 31, 2013. Accordingly,
we do not express such an opinion. Had we performed additional procedures, other matters might
have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and
is not intended to be and should not be used by anyone other than these specified parties.

S ot 4 7W7'(Zﬂ

February 28, 2014
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Supplementary Report of Independent Registered Public Accounting Firm
on Internal Control Required by SEC Rule 17a-5(g)(1)

The Board of Directors
RenCap Securities, Inc.

In planning and performing our audit of the financial statements of RenCap, Securities, Inc. (the
“Company”), as of and for the year ended December 31, 2013, in accordance with auditing
standards generally accepted in the United States, we considered its internal control over
financial reporting (internal control), as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Company'’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company, including
consideration of control activities for safeguarding securities. The study included tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g)
in making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions
of Rule 15c3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company including any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons and
recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition and that transactions are executed in accordance with
management’'s authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A member firm of Ernst & Young Global Limited



A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and was not designed to identify all deficiencies in internal control that might
be significant deficiencies or material weaknesses and therefore, there can be no assurance
that all deficiencies, significant deficiencies, or material weaknesses have been identified.
However, we identified the following deficiencies in internal control that we consider to be
material weaknesses, as defined above. These deficiencies were considered in determining the
nature, timing and extent of the procedures performed in our audit of the financial statements of
the Company as of and for the year ended December 31, 2013, and these deficiencies do not
affect our report on the financial statements of the Company dated February 28, 2014.

We identified control deficiencies whereby compensation agreements entered into by the
Company were not accounted for appropriately. Additionally, we noted review control
deficiencies pertaining to the Company’s accounting for income taxes. Both control deficiencies
resulted in several adjustments that were not identified by the Company’s controls and which
had a material impact on the Company’s financial statements and the Company’s computation
of net capital at December 31, 2013. The Company is currently developing a remediation plan to
address the identified deficiencies.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our study, we
believe that with the exception of the deficiencies noted above that we consider to be material
inadequacies, the Company’s practices and procedures, as described in the second paragraph
of this report, were adequate at December 31, 2013 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and other
recipients specified by Rule 17a-5(d)(6) and is not intended to be and should not be used by

anyone other than these specified parties.
s Y ‘7 g £

February 28, 2014
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