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REf’ORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member of
G.research, LLC

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of G.research, LL.C (the "Company")
as of December 31, 2019, 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, 2019, in conformlty with accountmg 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 'Comrhission 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
matenal 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 p.rovides a reasonable basis for our opinion.

W e Lot & Towcho LF

March 2, 2020

We have served as the Company's auditor since 2009.
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Cash and cash equivaicnts

Receivables from brokers and clearing organizations
Receivables from affiliates '

Deposits with clearing organizations

Income taxes receivable (including Deferred Tax Asset of $2,930)
Fixed assets, net of accumulated depreciation of $28,435
Other assets

Total asscts

. Liabilities and member’s capital

Compensation payable

Payables to afliliates

Income tax payable

Accrued expenses and other liabilities

Total liabilities :

Member’s capital:

Conmon 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 areompanying rotes.

$ 5,996,125
808,686
30,625
200,000
184,396

44,456
275,355

$ 7,539,643

- 314,974

$ 709,663
985,631
53,572

2
| 47,391,220
(41,915,419)

5475,803

37,539,643




Guresearch, LLC
(A Wh()l]y owned Subsidiary ol \/Im< an Group Holding Co.)

~ Notes to Statement of Financial Condition (continued)
December 31, 2019
A. Organization and Business Description

Gresearch, LLC (the “Company”) previously a wholly-owned subsidiary of Institutional
Services Holdings, LLC, which, in tumn, is a wholly-owned subsidiary of Associated Capital

- Group, Inc. (“AC™). On October 31, 2019, AC closed a transaction whereby Morgan Group
Holding Co. (“Morgan Group™) acqmrcd the Company in exchange for issuing 50,000,000
shares of Morgan Group common stock to AC. /\ccordw by, Guresearch, LLC became a
wholly owned subsidiary of Morgan Group (the “Parent”™). Afier the transaction, AC has an
83.3% ownership interest in Morgan Group.

The Company had become 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 Comimission (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 industry ‘sectors on a global
basis and performs fundamental security analysis using a Private Market Value (“PMV™)
framework. PMYV investing is a disciplined, research-driven approach based on security
analysxs In this plOCCS% thc, analyst sdccts stocks whose mtrm';lc value based on the analyst
from the pubhc mar kct value as reflected in the pub]lC market. PMV is defined as the price an
informed industrial buyer would be likel y to pay to acquire the business. The research focuses
on company fundamentals, cash flow statistics, and catalysts that will help realize retums.

The Company generates brokerage commission revenues from securities transactions exccuted

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 s customers are cleared through and carried by three New York Stock Ixchange
(“NYSE™) member firms on a tully 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 s exposed to credit losses on these opes transactions in the event of nonperformance
by its customers. pursuant to conditions of its clearing agreements with its clearing brokers.

et

s
G

o




_ G.rescarch, LLC
(A Wholly-owned Subsidiary of Morgan Group Holding Co.)

‘Notes to Statement o'f‘ Financial Condition (continued)
December 313 2019
This exposure is reduced by the clearing b.r_ovkers' policy of monitoring the collateral and credit
of'the coumexpartie_s until the tm.nsaction is completed.
The Company’s priﬁcipa] 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.

Deposits with Clearing Organizations
Deposits with clearing organizations is restricted cash held at the clcaring organizations.
Segment Analysis

The Company is one segment for reporting pm-poses.

Fair Value of Fi_nancial Instruments

The carrymé, amounts of all financial msn uments in the Statement of F mdncxal Condition
appxoxnnatc their fair values.

The (?Qmpany’s financial instruments have been categorized based upon a fair value hierarchy:

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

s Level 2 inputs utilize mpms other than quoted prices included in ch 2l 1 that are
observable for the asset or Hability, either directly or indirectly. Level 2 inputs includc
quoted prices for similar assets and liabilities in active markets and inputs other than
quoted prices that are observable for the asset or lability, such as interest rates and
yield curves that are observable at commonly quoted intervals, As of and during the
year ended December 31, 2019, there were no Level 2 securities owned.

a lLevel 3 inputsare u nobxmvable inputs for the asset or liability, anc mclude situations
where there is Hittle, ifany, market activity for the asset or lHability. These asxusmdudc
infrequently traded common stocks. As of and during the year endui December 3
2019, there were no Level 3 securities owned.

R

i




Guresearch, LLC
(A Wholly-owned Subsidiary of Morgan (noup Holding Co )

Notes to Statement of Financial Condition (continued) -
December 31, 2019

In certain cases, the inputs used (o measure fair value may fall imo 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 [actors specific to the asset or liability.
Investments are transferred into and out of any level at their beginning period values.

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. Acuoxdmgly, the degree of judgment exercised by the Company in
determining fair value is greatest for instruments categorized as Level 3.

ln 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 amounts payable related to
sales manager fees and expenses paid on behalf of the Company duc to AC. See Note C.

Fixed Assets

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

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 puposes. However, the Company is a member of a tax
sharing agreement among members of the AC consolidated tax group and records an income




Goresearch, LLC
(A Wholly-owned Subsidiary of Morgan Group Holding Co.)

Notes to Statement of Financial Condition (continued)
December 31, 2019

tax provision. The Company generally scttles either the benelit or expense with AC monthl v,
but not less than annually. The Company accounts for income taxes under the asset and
hiability method, which requires the recognition of deferred tax assets and liabilitics for the
expected future tax consequences of cvents 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 financial statement and tax basis of assets and liabilities using
enacted tax rates in effect for the year m which the differences are expected to reverse. The
effect of a change in tax rates on deferred tax assets and labilities 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
carying 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 1 mncome, tax-planning strategies, and
results. of recent operations. In the event the Company were to determine that the C ompany
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 Accounring) 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.

Use of Estimates

~The Company’s Statement of Financial Condition is prepared in accordance with accounting
principles generally accepted inthe United States of America (“U.S. GAAP™), which requires
management to make estimates and assumptions that affect the reported amounts of assets and
ltabilities and disclosure of contingent assets and Habilities at the date of the Statement of
Financial Condition and the reported amounts of revenues and expe: nses during that reporting

penod. Actual results could differ from those estimates.
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Guresearch, LLC
(A Wholly-owned Subsidiary of Morgan Group Holding Co.)

Notes to Statement of Financial Conditien (continued) -

December 31, 2019

Recent Accounting Developments

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 liabilitics arising from most operating lease% i the Statement of Financial Condition.
The Company adopted this ASU effective January 1, 2019 with no material impact on its

Statement of Financial Condition.

In June 2016, the FASI issued ASU 2016-13, Accowniing for Financial Instruments - Credir
Losses (Topic 326) (“ASU 2016-13"), which requires an organization to measure all expected
credit losses for financial assets held at the reporting date based on historical experience,

current conditions, and reasonable and supportable forecasts. Currently, U.S. GAAP requires
an “incurred loss™ methodology that delays recognition until it is probable a loss has been:
mcurred. Under ASU 2016-13, the allowance for credit losses must be deducted from the
amortized cost of the financial asset to present the net amount expected to be collected. This
guidance is effective for.the Company on January 1, 2020 using a modified retrospective
transition method, which will result in a cumulative-effect adjustment in retained earnings upon

' adoption. Thé Company has performed the analysis on the transition to this new guidance and ’

it is not expected to have a material impact on the Statement of Financial Condition.:

" C. Related Pafty Transactions

At December 31, 2019, the Company had an investment of $5,989,005 in- The Gabelli U.S.
Treasury Money Market Fund advised by Gabelli Funds, 1.LC, ‘which is an. affiliate of the
Company. The amount is recorded in cash and cash equivalents in the Statement of Financial
Condition,

In 2019, the Company ecamed approximately 50%, of “its commission revenue from
transactions executed on behalf of funds advised by Gabelli Funds, LL.C and approximately
26%, of private wealth management clients advised by GAMCO Asset Management Inc., a
wholly-owned subsidiary of GBL.

GAMCO Asset Management Inc. and Gabells }Tur"i; LLC paid the Company pursuant to
research services agreements which were revised in February 2019 for the year ended

December 31, 2019, These agreements were terminated on Ja muary 1, 2020

During 2019, the Company participated as agent in the sccon(iary offerings of the GAMCO
Global Gold, Natural Resotrces & Income Trust (“GGN™). In connection with the clearance
of the GGN transactions the Company collects and pays GGN and has a payable to affiliates
in the amount of $511.108 in the Statement of Financial Condition. The Company pasticipated




Guoresearch, LLC _
(A Wholly-owned Subs dxaly of Morgan Group Holding Co.)

Notes to Statement of Financial Condition (continued)
December 31, 2019

~in the secondary offerings of the preferred stock of affiliated closed end funds during 2019 as
participants.in the underwriting syndicate and selling groups.

The Company made cash return of capital to AC on June 19, 2019 in the amount of $3,300,000.

AC made two capital contributions pursuant to the merger with Morgan Group Holding Co.
on Qctober 28, 2019 and November 21, 2019 of $300,000 and $110,889, respectively.

The Company pays AC a management fee equal to 20% of the Company’s year-to-date pretax
pany pays gC ee equd ) ompany's’y atep
profits before consideration of this fee. In 2019, the Company did not pay AC this fee.

AC has a sublease agreement with GBL that currently expires on April 1, 2020, which i

subject to annual renewal. AC allocates this expense to the Company based on the percentage .

of square footage occupied by the Company’s employces (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 Valuc
. The followmg table presents information about the Company’s assets and habxlmes by
" major category measured at fair value on a recurring basis as of December 31, 2019 and

indicates the fair value hierarchy of thc valuation tcchmques utilized by the C ompany to
determine such fair va]ue

Assets Measured at Fair Valué ona Rec_:i]rring Basis as of De‘cembef 31, 201 9s

Quoted Prices in Significant

Active Markets Other Signi‘ﬁcam
for ldentical Observable Unobservable Balance as of
Assets Inputs Inputs December 31,
Assets (Level 1) (Level 2) (Lewld) 2019
Cash equivalents $ 5,989,005 - . - $ 5,989,005
Total assets at fair value  $ 5,989,005 $ - $ - $ 5,989,005

There were no transfers in Level 3 assets during the year ended December 31, 2019,

The carrying amounts of the Company’s other financial assets and labilities approximate their
fair value at December 31, 2019 due 10 the short-term natwe of these assets and iclbii‘i ics.

9
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Guesearch, LLC
(A Wholly-owned Subsidiary of Morgan Group Holding Co.)

Notes to Statement of Financial Condition (continued)

December 31, 2019

E. Retirement Plan

The Company participates in GBL's incentive savings plan (the “Plan™), covering substantiall y
all employees. Compzmy 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 nmdu the Internal Revenue Code.

. Income Taxes

The Company’s operations arc included i the consolidated U.S. federal and certain state and
local income tax returns of AC. The Company’s federal and eertain 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 Toss
* . 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. The
Company has net deferred tax assets of $2,930 which primarily related to fixed assets. The
. Company has not recorded a valuation allowance in The Statement of Financial Condition.

Asof December 31, 2019, the C ompany is not aware 01‘ any potcntml}y material uncertain tax
positions that were not included in the Company’s Statement of Financial Condition.” As of
December 31, 2019, 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 not under any tax examination as of December 31, 2019. The Company
remains subject to income tax examination by the IRS for ycars 2017 and 2018 and state

examinations for years after 2011,
G. Member’s Capital

In the normal course of business, the Company made cash return ofcap;tdi to AC on Junc 19,
2019 in the amount of $3,300,000.

In conjunction wi ith the merger with Morgan (;wmor October 31, 76%9, AC made two capital
contributions on October 28, 2019 and November 21, 2019 of $200.000 and $1 10,889,

respectively.
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Goresearch, LLC
(A Wholly-owned Subsidiary of Morgan Group Holding Co.)

Notes to Statement of Financial Condition (continued)

December 31, 2019

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,

2019, the total amount of customer balances subject to indemnification (i.¢.. unsecured margin
debits) was immaterial. The Company also has entered into arrangements with various other
third partics, many of which provide for indemnification of the third pamcs against losscs,
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 substantia) 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 accruals for losses, if any, 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 poss;ble are not consideréd material to
the Company’s Statement of Financial Condition.

I. Net Capital Requireﬁmnts

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 reguires that minimum net capital be the
greater of $250,000 or 2% of the agpregate debit items in the reserve formula for those broker-
dealers subject to Rui i5¢3-3. The Company is exempt from Rule 15¢3-3 pursuant to
paragraph (k){(2)(i1) of that rule which exempts all customer transactons cleared through
another broker-de: ,?u on a fully disclosed basis. In addition, our assets at the clearing broker-
lealer are treated as allowable assets for net capital purposes as we have 1 place PAIR
agreemems 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
$4,618.033. exceeding the required amount of $250,000 by §4.368,032, at December 31, 2019,




G.research, LLC
(A Wholly-owned Subsidiary of Morgan Group Holding Qo )

Notes to Staterrient of Financial Cox_'ldi.lioﬁ(continued)
.Dc::cembcr 3‘3, 20] 9
J. Subsequent Events
%I"he Company has evaluated subsequent events for adjustment to or disclosure in March 2,
2020, the date of this report and the Company has not identified any subsequent events not

otherwise reported in these financial staterents or the notes thereto, that required rccogmt} on
or additional disclosures in the financial statements.
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