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AFFIRMATION

I, Nicholas Ganz, affirm that, to the best of my knowledge and belief the accompanying financial statement and
supporting schedules pertaining to the firm of China Renaissance Securities (US) Inc., as of December 31, 2018, are true
and correct. I further affirm that neither the company nor any partner, proprietor, prmclpal officer or director has any
proprietary interest in any account classified solely as that of a customer.

/‘f&“fﬁa\

Chief Compliance Officer SARAH E GENTILE
Notary Public - State of New York
NO. 01GE6312299
/¢ 7 Qualified in Westchester County
M g 4%@’ My Commission Expires Sep 29, 208022
Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

() Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1
and the Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to
methods of consolidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the
previous audit.

(o) Exemption Report pursuant to Securities and Exchange Commission Rule 17a5(d)(4)

O OO 0O OO0OOO0O0000RR

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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ADVISORY TAX AUDIT

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Management and Stockholder of
China Renaissance Securities (US) Inc.

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of China Renaissance Securities (US) Inc. (the
“Company”), as of December 31, 2018, and the related notes (collectively referred to as the “financial statement”). In
our opinion, the financial statement presents fairly, in all material respects, the financial position of the Company as
of December 31, 2018, in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responsibility is to express an
opinion on this financial statement based on our audit. We are a public accounting firm registered with the Public
Company Accounting Oversight Board (United States) (“PCAOB"”) and are required to be independent with respect
to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the
Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of material
misstatement of the financial statement, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statement. Our audit also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the financial statement. We believe that our
audit provides a reasonable basis for our opinion.

Wi%mwvc%, -

We have served as the Company’s auditor since 2015.
February 27, 2019

WithumSmith+Brown, PC 1411 Broadway, 9th Floor, New York, New York 10018-3496 T (212) 751 9100 F (212} 750 3262 withum.com

AN INDEPENDENT MEMBER OF HLB - THE GLOBAL ADVISORY AND ACCOUNTING NETWORK



CHINA RENAISSANCE SECURITIES (US) INC.
(A Wholly Owned Subsidiary of China Renaissance Holdings Limited)

Statement of Financial Condition
December 31, 2018

ASSETS
Cash $ 1,540,209
Money market fund, at fair value 2,345,000
Receivable from clearing broker 1,131,597
Accounts receivable 59,657
Income taxes receivable 12,450
Fixed assets, net 408,859
Security deposit 317,499
Other assets 195,831
Total assets $ 6,011,102
LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities
Accounts payable $ 41,246
Contract liability 250,000
Accrued expenses and other liabilities 2,410,242
Payable to affiliate 317,967
Total liabilities 3,019,455
Stockholder's equity
Common stock, $1.00 par value; 1,000,000 shares authorized, issued and outstanding 1,000,000
Paid-in capital 15,000,000
Accumulated deficit (13,008,353)
Total stockholder's equity 2,991,647
6,011,102

Total liabilities and stockholder's equity $

The accompanying notes are an integral part of this financial statement.
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CHINA RENAISSANCE SECURITIES (US) INC.
(A Wholly Owned Subsidiary of China Renaissance Holdings Limited)

Notes to the Financial Statement
Year ended December 31, 2018

1. ORGANIZATION AND BUSINESS DESCRIPTION

Organization

China Renaissance Securities (US) Inc. (the “Company”) was formed as a corporation in the State
of New York on August 23, 2012 as a wholly owned subsidiary of China Renaissance Holdings
Limited (the “Parent”). Effective July 24, 2013, the Company commenced operations as a registered
broker-dealer under the Securities Exchange Act of 1934 subject to certain regulations of the
Securities and Exchange Commission (“SEC") and the Financial Industry Regulatory Authority, Inc.

(“FINRA”).

Business Description

The Company was formed to provide third-party research to institutional customers in the U.S. on
companies based in China and Hong Kong. In addition, the Company acts as an introducing broker
via a fully disclosed clearing agreement with Merrill Lynch, Pierce, Fenner & Smith Incorporated
(“ML") to provide execution, clearing and settlement services to its customers; and acts as an
underwriter or selling group participant for dual United States and China equity offerings. The
Company also produces and distributes research. The Company does not solicit investments or

handle customer funds and/or securities.

Liquidity

The Company has incurred recurring losses from operations, expects to do so in the future and has
relied upon capital contributions from the Parent to fund operating activities. The Company's ability
to continue as a going concern is dependent upon the continued financial support from the Parent.
The Parent has indicated that it will provide additional capital as needed to sustain the Company one
year from the date these financial statements are available to be issued.

2. ACCOUNTING POLICIES

Basis of Presentation
The financial statements are prepared in accordance with accounting principles generally accepted

in the United States of America ("U.S. GAAP").

Use of Estimates in the Preparation of Financial Statements

The preparation of the financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the reported amounts and disclosures of assets and
liabilities, the disclosure of contingencies at the date of the financial statements, and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ materially
from the estimates included in the financial statements.

Income Taxes
The Company uses the asset and liability method in providing income taxes. The asset and liability

method requires the recognition of deferred tax assets and liabilities for the expected future tax
consequences of events that have been recognized in financial statements or tax returns. Under this
method, deferred tax assets and liabilities are determined on the basis of the differences between
the financial statements and tax basis of assets and liabilities using enacted tax rates in effect for the
year in which the differences are expected to reverse. The effect of a change in tax rates on deferred
tax assets and liabilities is recognized in income in the period that includes the enactment date.



CHINA RENAISSANCE SECURITIES (US) INC.
(A Wholly Owned Subsidiary of China Renaissance Holdings Limited)

Notes to the Financial Statement
Year ended December 31, 2018

2, ACCOUNTING POLICIES (continued)

Income Taxes (continued)

Net deferred tax assets are recognized to the extent the Company believes these assets are more
likely than not to be realized. In making such a determination, all available positive and negative
evidence is considered, including future reversals of existing taxable temporary differences,
projected future taxable income, tax planning strategies, and results of recent operations. If it is
determined the Company would be able to realize its deferred tax assets in the future in excess of
its net recorded amount, an adjustment would be made to the deferred tax asset valuation allowance,
which would reduce the provision for income taxes.

Uncertain tax positions are recorded in accordance with Accounting Standards Codification (ASC)
740, Accounting for Income Taxes, on the basis of a two-step process, whereby (1) the Company
determines whether it is more likely than not the tax positions would be sustained on the basis of the
technical merits of the position taken and (2) for those tax positions that meet the more-likely-than-
not recognition threshoid, the Company would recognize the largest amount of tax benefit that is
more than 50% likely to be realized upon the ultimate settlement with the related tax authority.

Cash

All cash is on deposit in non-interest bearing accounts with major financial institutions. The amount
on deposit at this institution exceeds the maximum balance insured by the Federal Deposit Insurance
Corporation (“FDIC”) limit of $250,000. However the Company has not experienced any losses in
such account and does not believe there to be any significant credit risk with respect to these
deposits.

Deposits with Clearing Organizations
All funds are held by ML, the Company’s fully disclosed clearing agent.

Fixed Assets

Furniture and equipment is stated at cost less accumulated depreciation. Depreciation is calculated
over the estimated useful lives of the underlying assets using the straight-line method of depreciation.
The recovery periods for furniture and equipment are five years and three years, respectively.
Leasehold improvements are recorded at cost, net of accumulated amortization, which is calculated
on a straight-line basis over the lesser of the economic useful life of the improvement or the term of
the lease.

Fixed Assets (continued)
Fixed assets consisted of the following at December 31, 2018:

Fumiture & Fixtures $ 231,528
Electronic Equipment 200,621
Leasehold iImprovements 305,349
Less: accumulated depreciation (328,639)

$ 408,859




CHINA RENAISSANCE SECURITIES (US) INC.
(A Wholly Owned Subsidiary of China Renaissance Holdings Limited)

Notes to the Financial Statement
Year ended December 31, 2018

2. ACCOUNTING POLICIES (continued)

Fair Value of Financial Assets and Liabilities

The majority of the Company’s financial assets and liabilities are recorded at amounts that
approximate fair value. Such assets and liabilities include cash, deposits with clearing organizations,
accounts receivable, payable to affiliate, other assets, and accrued expenses and other liabilities.

In determining fair value, the Company considers a hierarchy for inputs used in measuring fair value
that maximizes the use of relevant observable inputs and minimizes the use of unobservable inputs
by requiring the most observable inputs be used when available. Observable inputs are inputs that
market participants would use in pricing the asset or liability developed based on market data
obtained from sources independent of the Company. Unobservable inputs are inputs that reflect the
Company’s assumptions about the assumptions other market participants would use in pricing the
asset or liability developed based on the best information available in the circumstances. The
hierarchy is broken down into three levels based on the observability of inputs as follows:

e Level 1 — Valuations based on quoted prices in active markets for identical assets or liabilities
that the Company has the ability to access. Since valuations are based on quoted prices in active
markets, valuation of these products does not entail a significant degree of judgment.

e Level 2 — Level 2 inputs are inputs other than quoted prices in Level 1 that are observable for
the asset or liability, either directly or indirectly. Level 2 inputs include quoted prices for similar
assets or liabilities in active markets or quoted prices for identical assets or liabilities in markets
that are not active, and inputs that are derived principally from observable market data.

e Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair
value measurement.

The fair value of the Company’s investment in a money market fund is based upon third party pricing
sources. The prices supplied by third party pricing sources are reviewed by the Company’s
management to ensure they are consistent with other comparable instruments and prices calculated
from observable market interest rates.

Accrued Expenses and Other Liabilities
The Company has accrued expenses and other liabilities that represent payments due for outside

services and other various liabilities.

Recently Issued Accounting Pronouncements

In February 2016, the FASB issued ASU No. 2016-02, Leases ("ASU 2016-02"). This update
requires all leases with a term greater than 12 months to be recognized on the Statement of Financial
Condition through a right of use asset and a lease liability and the disclosure of key information
pertaining to leasing arrangements. This new guidance is effective for years beginning after
December 15, 2018. The Company anticipates that the adoption of this standard will have a material
impact on the Company’'s Statement of Financial Condition as it will recognize a lease liability of
approximately $3,033,000. Consequently, the Company will also recognize a right-of-use asset at
the amount of the lease liability, adjusted for the remaining balance of lease incentives received
(approximately $186,000), resuiting in a right-of-use asset of approximately $2,847,000.



CHINA RENAISSANCE SECURITIES (US) INC.
(A Wholly Owned Subsidiary of China Renaissance Holdings Limited)

Notes to the Financial Statement
Year ended December 31, 2018

3.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company's assets measured at fair value on a recurring basis consist of FDIC-insured
investments maintained in a portfolio with UBS Financial Services Inc. The Company values these
instruments using unadjusted vendor prices. These prices are reviewed by management and
compared to quoted market prices for similar securities, and to modeled prices derived from
observable market interest rates. The Company'’s assets measured at fair value on a recurring basis
in the Statement of Financial Condition consist of a money market fund.

INCOME TAXES

income taxes are accounted for in accordance with ASC 740, which requires that deferred tax assets
and liabilities be provided for all temporary differences between the book and tax basis of assets and

liabilities.

The Company’s deferred tax asset is comprised of federal net operating losses that carryforward,
either indefinitely or expire in 2038, and book to tax differences related to deferred compensation
and bonuses. The Company also has state and local net operating loss carryforwards which expire
in 2038.

Management assesses the available positive and negative evidence to estimate if sufficient future
taxable income will be generated to use the existing deferred tax assets. A significant piece of
objective negative evidence evaluated was the cumulative loss incurred over the year ended
December 31, 2018. Such objective evidence limits the ability to consider other subjective evidence,
such as projections for further growth. On the basis of the evaluation as of December 31, 2018, a
100% valuation allowance has been recorded. The amount of the deferred tax asset considered
realizable could be adjusted if estimates of future taxable income during the carryforward period are
reduced or increased, or if objective negative evidence in the form of cumulative losses is no longer
present and additional weight may be given to subjective evidence, such as projections for growth.

REGULATORY REQUIREMENTS

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule (Rule 15¢3-
1) under the Securities Exchange Act of 1934, which requires the maintenance of minimum net
capital, as defined, equal to the greater of $250,000 or 6 2/3% of aggregate indebtedness, as defined.
At December 31, 2018, the Company had net capital of $1,947,601 that was $1,697,601 in excess
of its required net capital of $250,000. The Company'’s ratio of aggregate indebtedness to net capital
was 1.55 to 1 at December 31, 2018.

RELATED-PARTY TRANSACTIONS

Share Options
Employees of the Company are granted share options in the Parent. The shares are subject to a five
year vesting schedule. The Company has a payable to affiliate for $317,967 as of December 31,

2018.

Reimbursed Expenses

CRSHK at times will pay for expenses on the Company’s behalf, including but not limited to travel,
directors’ and officers’ insurance, and other general and administrative expenses. The Company has
reimbursed CRSHK in full as of December 31, 2018.



CHINA RENAISSANCE SECURITIES (US) INC.
(A Wholly Owned Subsidiary of China Renaissance Holdings Limited)

Notes to the Financial Statement
Year ended December 31, 2018

7. COMMITMENTS
Operating Leases

The Company leases office space under a long-term operating lease agreement which expires May
31, 2024. The future minimum annual payment, at December 31, 2018 under this agreement is:

Year Ending
December 31,
2019 $ 614,537
2020 614,537
2021 651,117
2022 654,442
2023 654,442
2024 272,684

$ 3,461,759

The Company has a security deposit, in the form of a letter of credit, of $307,269 relating to the lease.

8. EMPLOYEE BENEFIT PLAN
The Company maintains a retirement plan (the “Plan”), pursuant to Section 401(k) of the Internal

Revenue Code, for eligible participants to make voluntary contributions of a portion of their annual
compensation, on a deferred basis, subject to limitations provided by the Internal Revenue Code.

9. SUBSEQUENT EVENTS

No other events or transactions subsequent to December 31, 2018 through the date these financial
statements were issued would require recognition or disclosure in these financial statements.



