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m Deloitte & Touche LLP
30 Rockefeller Plaza
(o) New York, NY 10112-0015
USA
Tel: +1 212 492 4000

Fax: +1 212 489 1687
www.deloitte.com

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member of
G.research, LLC
Rye, New York

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of G.research LLC (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

The 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 of the financial statement provides a reasonable basis for our opinion.

Dm 'Q\ Towd LLO

February 22, 2019
We have served as the Company’s auditor since 2009.



G.research, LLC

(A Wholly-owned Subsidiary of Institutional Services Holdings, LLC)

Assets

Statement of Financial Condition

December 31, 2018

Cash and cash equivalents

Receivables from brokers and clearing organizations
Receivables from affiliates

Deposits with clearing organizations

Income taxes receivable (including deferred tax asset of $273,009)

Fixed assets, net of accumulated depreciation of $19,253

Other assets
Total assets

Liabilities and member’s capital

Compensation payable
Payables to affiliates

Accrued expenses and other liabilities

Total liabilities

Member’s capital:

Common stock, $.01 par value; 200 shares authorized,

issued and outstanding

Additional paid-in capital

Accumulated deficit
Total member’s capital

Total liabilities and member’s capital

See accompanying notes.

$ 11,201,070
194,676

19,199

200,000
352,599

55,839

223,728

§ 12,247,111

$ 1,439,526
218,788
407,619

2,065,933

2
50,280,331
(40,099,155)

10,181,178

$ 12,247,111




G.research, LLC
(A Wholly-owned Subsidiary of Institutional Services Holdings, LLC)

Notes to Statement of Financial Condition

December 31, 2018
A. Organization and Business Description

G.research, LLC (the “Company™) is a wholly-owned subsidiary of Institutional Services
Holdings, LLC (the “Parent”), which, in turn, is a wholly-owned subsidiary of Associated
Capital Group, Inc. (“AC”). The Company became a subsidiary of AC effective November
30, 2015, subsequent to a spin-off transaction from GAMCO Investors, Inc. (“GBL”); it was
a majority-owned subsidiary of GBL prior to that date. The Company is a broker-dealer
registered with the Securities and Exchange Commission (the “SEC”) and is regulated by the
Financial Industry Regulatory Authority (“FINRA”).

The Company provides institutional investors and investment partnerships with investment
research on numerous industries and special situations, with a particular focus on small-cap
and mid-cap companies. The team of sell-side analysts follows economic sectors on a global
basis and are bottom-up stock pickers, recommending companies that trade at significant
discounts to Private Market Value (“PMV”). PMV investing is a disciplined, research-driven
approach based on the extensive use of security analysis. In this process, the Company
carefully selects stocks whose intrinsic value, based on the Company’s estimate of current
asset value and future growth and earnings power, is significantly different from the value as
reflected in the public market. The Company then calculates the firm’s PMV, which is
defined as the price an informed industrial buyer would be likely to pay to acquire the
business. The research focuses on company fundamentals, cash flow statistics, and catalysts
that will help realize returns.

The Company generates brokerage commission revenues from securities transactions
executed on an agency basis on behalf of institutional clients and mutual funds, private
wealth management clients and retail customers of affiliated companies. The Company
generates revenue from syndicated underwriting activities. It primarily participates in the
offerings of certain closed-end funds advised by Gabelli Funds, LLC, a wholly-owned
subsidiary of GBL. The Company also earns investment income generated from its
proprietary trading activities.

The Company acts as an introducing broker, and all securities transactions for the Company
and its customers are cleared through and carried by three New York Stock Exchange
(“NYSE”) member firms on a fully disclosed basis. The Company has Proprietary Accounts
of Introducing Brokers (“PAIB”) agreements with these firms. Accordingly, open customer
transactions are not reflected in the accompanying Statement of Financial Condition. The
Company is exposed to credit losses on these open transactions in the event of
nonperformance by its customers, pursuant to conditions of its clearing agreements with its
clearing brokers. This exposure is reduced by the clearing brokers’ policy of monitoring the
collateral and credit of the counterparties until the transaction is completed.



G.research, LLC
(A Wholly-owned Subsidiary of Institutional Services Holdings, LLC)

Notes to Statement of Financial Condition (continued)

December 31, 2018
A. Organization and Business Description (continued)
The Company’s principal market is in the United States.
B. Significant Accounting Policies
Cash and Cash Equivalents

The Company’s investment in an affiliated money market mutual fund meets the criteria to
qualify as a cash equivalent.

Fair Value of Financial Instruments

The carrying amounts of all financial instruments in the Statement of Financial Condition
approximate their fair values. All securities transactions and transaction costs are recorded
on a trade date basis.

The levels of the fair value hierarchy and their applicability to the Company are described
below:

e Level 1 inputs utilize unadjusted quoted prices in active markets for identical assets
or liabilities. Level 1 assets include cash equivalents.

e Level 2 inputs utilize inputs other than quoted prices included in Level 1 that are
observable for the asset or liability, either directly or indirectly. Level 2 inputs
include quoted prices for similar assets and liabilities in active markets and inputs
other than quoted prices that are observable for the asset or liability, such as interest
rates and yield curves that are observable at commonly quoted intervals.

¢ Level 3 inputs are unobservable inputs for the asset or liability, and include situations
where there is little, if any, market activity for the asset or liability. These assets
include infrequently traded common stocks. As of and during the year ended
December 31, 2018, there were no Level 3 securities owned.

In certain cases, the inputs used to measure fair value may fall into different levels of the
fair value hierarchy. In such cases, the level in the fair value hierarchy within which the
fair value measurement in its entirety falls has been determined based on the lowest level
input that is significant to the fair value measurement in its entirety. The Company’s
assessment of the significance of a particular input to the fair value measurement in its
entirety requires judgment and considers factors specific to the asset or liability.



G.research, LLC
(A Wholly-owned Subsidiary of Institutional Services Holdings, LLC)

Notes to Statement of Financial Condition (continued)

December 31, 2018
B. Significant Accounting Policies (continued)
Fair Value of Financial Instruments (continued)

The availability of observable inputs can vary from instrument to instrument and is
affected by a wide variety of factors, including, for example, the type of instrument,
whether the instrument is new and not yet established in the marketplace, and other
characteristics particular to the transaction. To the extent that valuation is based on
models or inputs that are less observable or unobservable in the market, the determination
of fair value requires more judgment. Accordingly, the degree of judgment exercised by
the Company in determining fair value is greatest for instruments categorized as Level 3.

In the absence of a closing price, an average of the bid and ask is used. Bid prices reflect
the highest price that market participants are willing to pay for an asset. Ask prices
represent the lowest price that market participants are willing to accept for an asset.

Cash equivalents — Cash equivalents consist of an affiliated money market mutual fund,
which is invested solely in U.S. Treasuries. Cash equivalents are valued using the mutual
fund’s net asset value (NAV) to measure fair value. Accordingly, cash equivalents are
categorized in Level 1 of the fair value hierarchy.

Receivables from Affiliates/Payables to Affiliates

Receivables from affiliates consist of receivables from certain affiliates for expenses paid on
their behalf. Payables to affiliates are primarily comprised of estimated taxes due to AC. See
Notes C and F.

Receivables from Brokers and Clearing Organizations

Commission revenue and related clearing charges are recorded on a trade-date basis, and
amounts receivable are included in receivables from brokers and clearing organizations.

Fixed Assets

Fixed assets are recorded at cost and depreciated using the straight-line method over their
estimated useful lives of four to seven years.



G.research, LLC
(A Wholly-owned Subsidiary of Institutional Services Holdings, LLC)

Notes to Statement of Financial Condition (continued)

December 31, 2018
B. Significant Accounting Policies (continued)
Income Taxes

A single member LLC would generally not record an income tax provision as it is
disregarded as an entity for federal income tax purposes. However, the Company is a
member of a tax sharing agreement among members of the AC consolidated tax group and
records an income tax provision. The Company generally settles either the benefit or
expense with AC monthly, but not less than annually. The Company accounts for income
taxes under the asset and liability method, which requires the recognition of deferred tax
assets and liabilities for the expected future tax consequences of events that have been
included in the Statement of Financial Condition. Under this method, deferred tax assets and
liabilities are determined based on the differences between the Statement of Financial
Condition 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 tax expense/benefit in the period that
includes the enactment date of the change in tax rate.

The Company records net deferred tax assets to the extent the Company believes these assets
will more likely than not be realized. A valuation allowance would be recorded to reduce the
carrying value of deferred tax assets to the amount that is more likely than not to be realized.
In making such a determination of whether a valuation allowance is necessary, the Company
considers all available positive and negative evidence, including future reversals of existing
taxable temporary differences, projected future taxable income, tax-planning strategies, and
results of recent operations. In the event the Company were to determine that the Company
would be able to realize the Company’s deferred income tax assets in the future in excess of
their net recorded amount, the Company would make an adjustment to the deferred tax asset
valuation allowance, which would reduce the provision for income taxes.

The Company records uncertain tax positions in accordance with Accounting Standards
Codification (“ASC”) Topic 740 on the basis of a two-step process: (1) the Company
determines whether it is more likely than not that the tax positions will be sustained based on
the technical merits of the position; and (2) for those tax positions that meet the more-likely-
than-not recognition threshold, the Company recognizes the largest amount of tax benefit that
is greater than 50 percent likely to be realized upon ultimate settlement with the related tax
authority. Accrued interest and penalties on uncertain tax positions are included within
accrued expenses and other liabilities on the Statement of Financial Condition.



G.research, LLC
(A Wholly-owned Subsidiary of Institutional Services Holdings, LLC)

Notes to Statement of Financial Condition (continued)

December 31, 2018
B. Significant Accounting Policies (continued)
Use of Estimates

The Company’s Statement of Financial Condition is prepared in accordance with accounting
principles generally accepted in the United States of America (“U.S. GAAP”), which requires
management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the Statement of
Financial Condition. Actual results could differ from those estimates.

Recent Accounting Developments

In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting
Standards Update (“ASU”) No. 2014-09, Revenue from Contracts with Customers, which
supersedes the revenue recognition requirements in ASC Topic 605, Revenue Recognition,
and most industry-specific guidance of the ASC. The core principle of ASU 2014-09 requires
companies to recognize revenue from the transfer of goods or services to customers in
amounts that reflect the consideration the company expects to receive in exchange for those
goods or services. The new standard also requires expanded disclosures about revenue
recognition. The Company has adopted this ASU effective January 1, 2018 with no material
impact on its Statement of Financial Condition.

In January 2016, the FASB issued ASU 2016-01, Financial Instruments—Overall:
Recognition and Measurement of Financial Assets and Financial Liabilities, which amends
the guidance in GAAP on the classification and measurement of financial instruments.
Although the ASU retains many current requirements, it significantly revises an entity’s
accounting related to (1) the classification and measurement of investments in equity
securities and (2) the presentation of certain fair value changes for financial liabilities
measured at fair value. The ASU also amends certain disclosure requirements associated with
the fair value of financial instruments. The new standard is effective for fiscal years and
interim periods within those fiscal years beginning after December 15, 2017. To adopt the
amendments, entities will be required to make a cumulative-effect adjustment to beginning
retained earnings as of the beginning of the fiscal year in which the guidance is effective. The
Company has adopted this ASU effective January 1, 2018 no material impact on its
Statement of Financial Condition.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which amends the
guidance in GAAP for the accounting for leases. ASU 2016-02 requires a lessee to recognize
assets and liabilities arising from most operating leases in the Statement of Financial
Condition. The Company adopted this ASU effective January 1, 2019 with no material
impact on its Statement of Financial Condition.



G.research, LLC
(A Wholly-owned Subsidiary of Institutional Services Holdings, LLC)

Notes to Statement of Financial Condition (continued)

December 31,2018
B. Significant Accounting Policies (continued)
Recent Accounting Developments (continued)

In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820):
Disclosure Framework — Changes to the Disclosure Requirements for Fair Value
Measurement. This ASU adds certain disclosure requirements and modifies or eliminates
requirements under current GAAP. This ASU is effective for fiscal years beginning after
December 15, 2019 and early adoption is permitted. The Company has early adopted this
ASU effective January 1, 2018 with no material impact on its Statement of Financial
Condition.

C. Related Party Transactions

At December 31, 2018, the Company had an investment of $11,147,234 in The Gabelli U.S.
Treasury Money Market Fund advised by Gabelli Funds, LLC, which is an affiliate of the
Company. The amount is recorded in cash and cash equivalents in the Statement of Financial
Condition.

In 2018, the Company earned approximately 62%, of its commission revenue from
transactions executed on behalf of funds advised by Gabelli Funds, LLC and private wealth
management clients advised by GAMCO Asset Management Inc., a wholly-owned
subsidiary of GBL.

Effective January 1, 2014, the Company entered into agreements with two affiliates,
GAMCO Asset Management Inc. and Gabelli Funds, LLC, to provide each affiliate with the
same types of research services that it provides to its other clients. The agreements call for
these two entities to pay a research services fee. The annual fee amounts are determined by
negotiations between the Company and each entity that utilizes the Company’s research.

During 2018, the Company participated as agent in the secondary offerings of the GAMCO
Global Gold, Natural Resources & Income Trust (“GGN”).

The Company made a non-cash return of capital to the Parent on December 3, 2018 totaling
$85,606,259 in the form of securities with a fair value of $80,877,637 and a tax receivable
settlement of $4,728,622. The securities included certain common stocks, closed-end funds
and a mutual fund, of which $70,970,347 million were affiliated investments.

On December 31, 2018, AC paid $3,436,000 to G.research in exchange for 200,000 shares of
GBL common stock.



G.research, LL.C
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Notes to Statement of Financial Condition (continued)

December 31, 2018
C. Related Party Transactions (continued)

The Company pays AC a management fee equal to 20% of the Company’s year-to-date
pretax profits before consideration of this fee. In 2018, the Company did not pay AC this fee.

The Company also pays to or receives from AC the amount of its portion of the current tax
expense or benefit as part of a tax sharing agreement. With respect to the tax amount
resulting from the exchange of GBL stock, AC paid the Company $814,310. See Note F for

details.

In June 2016, AC entered into a sublease agreement with GBL which is subject to annual
renewal. AC allocates this expense to the Company based on the percentage of square
footage occupied by the Company’s employees (including pro rata allocation of common
space). Pursuant to the sublease, AC and its subsidiaries shall pay a monthly fixed lease
amount for the twelve month contractual period.

D. Fair Value
The following table presents information about the Company’s assets and liabilities by
major category measured at fair value on a recurring basis as of December 31, 2018 and

indicates the fair value hierarchy of the valuation techniques utilized by the Company to
determine such fair value:

Assets Measured at Fair Value on a Recurring Basis as of December 31, 2018

Significant
Quoted Prices in Other Significant
Active Markets for  Observable Unobservable Balance as of
Identical Assets Inputs Inputs December 31,
Assets (Level 1) (Level 2) (Level 3) 2018
Cash equivalents $ 11,147,234 - - $ 11,147,234
Total assets at fair value $ 11,147234 § - $ - $ 11,147,234

There were no transfers in Level 3 assets during the year ended December 31, 2018.



G.research, LLC
(A Wholly-owned Subsidiary of Institutional Services Holdings, LLC)

Notes to Statement of Financial Condition (continued)

December 31, 2018
E. Retirement Plan

The Company participates in GBL’s incentive savings plan (the “Plan”), covering
substantially all employees. Company contributions to the Plan are determined annually by
management of the Company and AC’s Board of Directors but may not exceed the amount
permitted as a deductible expense under the Internal Revenue Code.

F. Income Taxes

The Company’s operations are included in the consolidated U.S. federal and certain state and
local income tax returns of AC. The Company’s federal and certain state and local income
taxes are calculated as if the Company filed on a separate return basis, and the amount of
current tax or benefit is either remitted to or received from AC using a benefits for loss
approach such that net operating loss (or other tax attribute) is characterized as realized by the
Company when those tax attributes are utilized in the consolidated tax return of AC. This is
the case even if the Company would not otherwise have realized those tax attributes. As such,
the Company has concluded that it is more likely than not that the net deferred tax assets of
$273,009 are realizable, and no valuation allowance is required.

For certain states in which the Company files separate returns, the Company recorded
deferred tax assets of approximately $79,000 relating to net operating losses. The Company
concluded that it is not more likely than not that the benefit from these separate state net
operating loss carryforwards will be realized and has provided a valuation allowance for the
full amount of the related deferred tax assets.

As of December 31, 2018, the Company’s gross unrecognized tax benefits which relate to
uncertain tax positions were $5,688 of which $4,494, if recognized, would affect the
Company’s effective tax rate. The Company continues to recognize both interest and
penalties with respect to unrecognized tax benefits as income tax expense. The Company
had accrued a liability of $3,071 for interest and penalties as of December 31, 2018. These
amounts are included in accrued expenses and other liabilities on the Statement of Financial
Condition.

As of December 31, 2018, management has not identified any potential subsequent events
that could have a significant impact on unrecognized tax benefits within the next twelve
months. The Company is currently being audited by the Internal Revenue Service (“IRS”)
for 2016 but does not expect that any potential assessments will be material to its results of
operations. The Company remains subject to income tax examination by the IRS for years
2015 and 2017 and state examinations for years after 2011.
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G.research, LLC
(A Wholly-owned Subsidiary of Institutional Services Holdings, LLC)

Notes to Statement of Financial Condition (continued)

December 31, 2018
G. Member’s Capital

The Company returned capital to the Parent on December 3, 2018 totaling $85,606,259 in the
form of securities with a fair value of $80,877,637 and a tax receivable settlement of
$4,728,622. See Note C for detail.

H. Guarantees, Contingencies, and Commitments

The Company has agreed to indemnify its clearing brokers for losses they may sustain from
the customer accounts that trade on margin introduced by the Company. At December 31,
2018, the total amount of customer balances subject to indemnification (i.e., unsecured
margin debits) was immaterial. The Company also has entered into arrangements with
various other third parties, many of which provide for indemnification of the third parties
against losses, costs, claims and liabilities arising from the performance of the Company’s
obligations under the agreements. The Company has had no claims or payments pursuant to
these or prior agreements, and management believes the likelihood of a claim being made is
remote, and therefore, an accrual has not been made in the Statement of Financial Condition.

From time to time, the Company is named in legal actions and proceedings. These actions
may seek substantial or indeterminate compensatory as well as punitive damages or
injunctive relief. The Company is also subject to governmental or regulatory examinations or
investigations. The examinations or investigations could result in adverse judgments,
settlements, fines, injunctions, restitutions or other relief. The Company cannot predict the
ultimate outcome of such matters. The Statement of Financial Condition includes the
necessary provisions for losses that the Company believes are probable and
estimable. Furthermore, the Company evaluates whether there exists losses which may be
reasonably possible and, if material, makes the necessary disclosures. Such amounts, both
those that are probable and those that are reasonably possible, are not considered material to
the Company’s financial condition.
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G.research, LLC
(A Wholly-owned Subsidiary of Institutional Services Holdings, LLC)

Notes to Statement of Financial Condition (continued)

December 31, 2018
I. Net Capital Requirements

As a registered broker-dealer, the Company is subject to the SEC Uniform Net Capital Rule
15¢3-1 (the “Rule”), which specifies, among other requirements, minimum net capital
requirements for registered broker-dealers. The Company computes its net capital under the
alternative method as permitted by the Rule, which requires that minimum net capital be the
greater of $250,000 or 2% of the aggregate debit items in the reserve formula for those
broker-dealers subject to Rule 15¢3-3. The Company is exempt from Rule 15¢3-3 pursuant to
paragraph (k)(2)(ii) of that rule which exempts all customer transactions cleared through
another broker-dealer on a fully disclosed basis. In addition, our assets at the clearing
broker-dealer are treated as allowable assets for net capital purposes as we have in place
PAIB agreements pursuant to Rule 15¢3-3. These requirements also provide that equity
capital may not be withdrawn, advances to affiliates may not be made or cash dividends paid
if certain minimum net capital requirements are not met. The Company had net capital, as
defined, of $9,093,349, exceeding the required amount of $250,000 by $8,843,349, at
December 31, 2018.

J. Subsequent Events

The Company has evaluated subsequent events for adjustment to or disclosure in the
Statement of Financial Condition through the date of this report and the Company has not
identified any subsequent events, not otherwise reported in the Statement of Financial
Condition or the notes thereto, that required recognition or additional disclosures in the
Statement of Financial Condition except for the following:

Effective February 1, 2019, the Company amended its existing research service agreements
with two wholly-owned subsidiaries of GBL, GAMCO Asset Management, Inc. and Gabelli
Funds, LLC, whereby each entity shall pay monthly for research services provided. These
agreements may be terminated immediately upon notice.
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