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GAMCO INVESTORS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
UNAUDITED

(Dollars in thousands, except per share data)

Three Months

Ended

March 31,

2018 2017
Revenues
Investment advisory and incentive fees $77,348 $74,989
Distribution fees and other income 10,149 10,928
Total revenues 87,497 85917
Expenses
Compensation 25950 25,278
Management fee 4,634 2,164
Distribution costs 10,204 10,913
Other operating expenses 5,453 5,119
Total expenses 46,241 43,474
Operating income 41,256 42,443
Other income (expense)
Net gain (loss) from investments (5,347) 40
Interest and dividend income 492 469
Interest expense (1,200) (2,832)
Total other expense, net (6,055) (2,323)
Income before income taxes 35,201 40,120
Income tax provision 7,940 15,300

Net income attributable to GAMCO Investors, Inc.'s shareholders $27,261 $24,820

Net income attributable to GAMCO Investors, Inc.'s shareholders

per share:
Basic $0.94  $0.86
Diluted $0.94 $0.82

Weighted average shares outstanding:

Basic 28,916 28,970
Diluted 28,916 31,160
Dividends declared: $0.02 $0.02

See accompanying notes.
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GAMCO INVESTORS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
UNAUDITED

(Dollars in thousands, except per share data)

Three Months
Ended
March 31,
2018 2017
Net income $27,261 $24,820
Other comprehensive gain/(loss), net of tax:
Foreign currency translation 89 10
Net unrealized loss on securities available for sale (a) - (2,561)
Other comprehensive gain/(loss) 89 (2,551)

Comprehensive income attributable to GAMCO Investors, Inc.  $27,350 $22,269

(a) Net of income tax benefit of $0 and $1,504, respectively.
Effective January 1, 2018, upon the adoption of ASU 2016-01, the Company no longer recognizes
unrealized gains or losses on equity securities through other comprehensive gain/(loss). See Note C.

See accompanying notes.
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GAMCO INVESTORS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
UNAUDITED

(Dollars in thousands, except per share data)

December

March 31, 31, March 31,

2018 2017 2017
ASSETS
Cash and cash equivalents $27,383 $17,821 $88,230
Investments in securities 31,407 36,790 33,190
Receivable from brokers 1,876 1,578 523
Investment advisory fees receivable 27,150 38,712 29,810
Receivable from affiliates 4,794 5,635 5,325
Income tax receivable and deferred tax asset 12,878 15,615 12,829
Other assets 11,505 12,135 12,615
Total assets $116,993 $128,286 $182,522
LIABILITIES AND EQUITY
Payable to brokers $164 $14,926 $10,022
Income taxes payable and deferred tax liabilities 7,491 3,128 19,787
Capital lease obligation 4,908 4,943 5,038
Compensation payable 84,333 82,907 42,295
Payable to affiliates 864 855 1,528
Accrued expenses and other liabilities 27,706 28,656 27,942
Sub-total 125,466 135,415 106,612
4.5% Convertible note (net of issuance costs of $0, $0 and $156, respectively)

(due August 15, 2021) (Note G) - - 109,844
AC 4% PIK Note (due November 30, 2020) (Note G) 40,000 50,000 90,000
AC 1.6% Note Payable (due February 28, 2018) (Note G) - 15,000 -
5.875% Senior notes (net of issuance costs of $75, $81 and $99, respectively)

(due June 1, 2021) (Note G) 24,150 24,144 24,126
Total liabilities 189,616 224,559 330,582

Commitments and contingencies (Note J) - - -

Equity
GAMCO Investors, Inc. stockholders' equity
Preferred stock, $.001 par value;10,000,000 shares authorized;
none issued and outstanding - - -

Class A Common Stock, $0.001 par value; 100,000,000 shares authorized;

15,541,489, 15,541,489 and 15,474,992 issued, respectively;9,830,148,

9,949,482 and 10,242,101 outstanding, respectively 14 14 14
Class B Common Stock, $0.001 par value; 100,000,000 shares authorized;

24,000,000 shares issued; 19,024,404, 19,024,404 and 19,092,201 shares

outstanding, respectively 19 19 19
Additional paid-in capital 12,759 12,572 4,602
Retained earnings 194,732 155,939 104,749
Accumulated other comprehensive income (145 ) 11,876 8,720

Treasury stock, at cost (5,711,341, 5,592,007 and 5,232,891 shares, respectively) (280,002) (276,693) (266,164)
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Total GAMCO Investors, Inc. stockholders' equity (deficit) (72,623 ) (96,273 ) (148,060)

Total liabilities and equity $116,993 $128,286 $182,522

See accompanying notes.
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GAMCO INVESTORS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
UNAUDITED

(In thousands)

For the Three Months Ended March 31, 2018

GAMCO Investors, Inc. stockholders

Accumulated
Additional Other

ComnRand-in Retained Comprehensive Treasury

Stock Capital Earnings Income Stock Total
Balance at December 31, 2017 $33 $12,572  $155,939 $ 11,876 $(276,693) $(96,273)
Net income - - 27,261 - - 27,261
Reclassification pursuant to
adoption of ASU 2016-01
, net of tax - - 12,110 (12,110 ) - -
Foreign currency translation - - - 89 - 89
Dividends declared ($0.02 per
share) - - 578 ) - - (578 )
Stock based compensation
expense - 187 - - - 187
Purchase of treasury stock - - - - (3,309 ) (3,309 )
Balance at March 31, 2018 $33 $12,759 $194,732 $ (145 ) $(280,002) $(72,623)

See accompanying notes.
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GAMCO INVESTORS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
UNAUDITED

(In thousands)

For the Three Months Ended March 31, 2017

GAMCO Investors, Inc. stockholders

Accumulated
Additional Retained Other

ComnRand-in Earnings Comprehensive Treasury

Stock Capital (Deficit) Income Stock Total
Balance at December 31, 2016 $33 $ 3,903 $80,515 $ 11,271 $(262,369) $(166,647)
Net income - - 24,820 - - 24,820
Net unrealized losses on
securities available for sale,
net of income tax benefit ($1,504) - - - (2,561 ) - (2,561 )
Foreign currency translation - - - 10 - 10
Dividends declared ($0.02 per
share) - - 586 ) - - (586 )
Stock based compensation
expense - 699 - - - 699
Purchase of treasury stock - - - - 3,795 ) (@3,795 )
Balance at March 31, 2017 $33 $ 4,602 $104,749 $ 8,720 $(266,164) $(148,060)

See accompanying notes.
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GAMCO INVESTORS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

UNAUDITED
(In thousands)

Operating activities
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization
Stock based compensation expense
Deferred income taxes

Foreign currency translation loss
(Increase) decrease in assets:

Investments in securities (trading securities for 2017)

Receivable from affiliates

Receivable from brokers

Investment advisory fees receivable

Income taxes receivable and deferred tax assets
Other assets

Increase (decrease) in liabilities:

Payable to affiliates

Payable to brokers

Income taxes payable and deferred tax liabilities
Compensation payable

Accrued expenses and other liabilities

Total adjustments

Net cash provided by operating activities

8

Three Months
Ended

March 31,
2018 2017

$27,261 $24,820

146 151

187 699
(1,409) (3,756)
89 10
5,384 30

935 635

298 ) (@0 )
11,562 13,927
2,738 (3,480)
490 (130 )

9 116
(282 ) 9,956
5,772 21,232

1,424 9 )

988 ) (1,272)

25,759 37,958
$53,020 $62,778
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GAMCO INVESTORS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

UNAUDITED (continued)
(In thousands)

Financing activities

Dividends paid

Purchase of treasury stock

Repayment of AC 4% PIK Note

Repayment of AC 1.6% Note

Margin loan borrowings

Margin loan payments

Amortization of debt issuance costs

Net cash used in financing activities

Effect of exchange rates on cash and cash equivalents
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental disclosures of cash flow information:
Cash paid for interest

Cash paid for taxes

Non-cash activity:

Three Months

Ended

March 31,

2018 2017
578 ) (578 )
(3,309 ) (3,795 )
(10,000) (10,000)
(15,000) -

5,000 -
(19,479) -
6 15
(43,360) (14,358)
98 ) @2 )
9,562 48,418
17,821 39,812
$27,383 $88,230
$384 $2,797
$960 $782

For the three months ended March 31, 2018 and March 31, 2017, the Company accrued dividends on restricted stock

“awards of $0 and $8, respectively.
See accompanying notes.
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GAMCO INVESTORS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2018

(Unaudited)

A. Significant Accounting Policies
Basis of Presentation

Unless we have indicated otherwise, or the context otherwise requires, references in this report to “GAMCO Investors,
Inc.,” “GAMCO,” “the Company,” “GBL,” “we,” “us” and “our” or similar terms are to GAMCO Investors, Inc., its predecess
and its subsidiaries.

The unaudited interim condensed consolidated financial statements of GAMCO included herein have been prepared in
conformity with generally accepted accounting principles (“GAAP”) in the United States for interim financial
information and with the instructions to Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly, they do not
include all the information and footnotes required by U.S. GAAP in the United States for complete financial
statements. In the opinion of management, the unaudited interim condensed consolidated financial statements reflect
all adjustments, which are of a normal recurring nature, necessary for a fair presentation of financial position, results
of operations and cash flows of GAMCO for the interim periods presented and are not necessarily indicative of a full
year’s results.

The interim condensed consolidated financial statements include the accounts of GAMCO and its
subsidiaries. Intercompany accounts and transactions are eliminated.

These interim condensed consolidated financial statements should be read in conjunction with our audited
consolidated financial statements included in our Annual Report on Form 10-K for the year ended December 31,
2017.

Use of Estimates

The preparation of the interim condensed consolidated financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the amounts reported on the interim condensed
consolidated financial statements and accompanying notes. 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 the
Accounting Standards Codification ("Codification") Topic 605, Revenue Recognition, and most industry-specific
guidance throughout the industry topics of the Codification. The core principle of the new ASU No. 2014-09 is for
companies to recognize revenue from the transfer of goods or services to customers in amounts that reflect the
consideration to which the company expects to be entitled to receive in exchange for those goods or services. The
new standard provides a five-step approach to be applied to all contracts with customers and also requires expanded
disclosures about revenue recognition. In March 2016, the FASB issued revised guidance which clarifies the
guidance related to (a) determining the appropriate unit of account under the revenue standard’s principal versus agent
guidance and (b) applying the indicators of whether an entity is a principal or an agent in accordance with the revenue
standard’s control principle. In April 2016, the FASB issued an amendment to provide more detailed guidance
including additional implementation guidance and examples related to (a) identifying performance obligations and (b)
licenses of intellectual property. In May 2016, the FASB amended the standard to clarify the guidance on (a)
assessing collectability, (b) presenting sales taxes, (c) measuring noncash consideration, and (d) certain transition

12
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matters. The Company adopted this guidance on January 1, 2018 and adopted the modified retrospective approach.
The Company’s implementation analysis has been completed, and we have identified similar performance obligations
under this guidance as compared with deliverables and separate units of account previously identified under Topic
605. As a result, the timing of the recognition of our revenue remains the same as under Topic 605, and therefore the
adoption does not have any effect on the timing of the recognition of revenue. See Note B. Revenue Recognition for
the disclosures required by ASU 2014-09.

In January 2016, the FASB issued ASU 2016-01, which amends the guidance in U.S. 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. In addition, the FASB clarified
guidance related to the valuation allowance assessment when recognizing deferred tax assets resulting from unrealized
losses on available-for-sale debt securities. To adopt the amendments, entities are 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 adopted this guidance on January 1, 2018 and reclassified $12.1 million out of
Accumulated Other Comprehensive Income and into Retained Earnings. Effective January 1, 2018, changes in the
fair value of the Company’s investments in equity securities are reported through earnings in the net gain (loss) from
investments line in the condensed consolidated statements of income rather than through other comprehensive income.

10

13



Edgar Filing: GAMCO INVESTORS, INC. ET AL - Form 10-Q

In February 2016, the FASB issued ASU 2016-02, which amends the guidance in U.S. GAAP for the accounting for
leases. ASU 2016-02 requires a lessee to recognize assets and liabilities arising from most operating leases in the
condensed consolidated statement of financial position. It requires these operating leases to be recorded on the balance
sheet as right of use assets and offsetting lease liability obligations. This new guidance will be effective for the
Company’s first quarter of 2019. The Company is currently evaluating this guidance and the impact it will have on its
consolidated financial statements and related disclosures.

In August 2016, the FASB issued ASU 2016-15, which adds and clarifies guidance on the classification of certain
cash receipts and payments in the consolidated statements of cash flows. This guidance is intended to unify the
currently diverse presentations and classifications, which address eight classification issues related to the statement of
cash flows, including debt prepayment or debt extinguishment costs, settlement of zero-coupon debt instruments or
other debt instruments with coupon interest rates that are insignificant in relation to the effective interest rate of the
borrowing, contingent consideration payments made after a business combination, proceeds from the settlement of
insurance claims, proceeds from the settlement of corporate-owned life insurance policies, including bank-owned life
insurance policies, distributions received from equity method investees, beneficial interests in securitization
transactions, and separately identifiable cash flows and application of the predominance principle. The Company
adopted this guidance on January 1, 2018 without a material impact to the consolidated financial statements.

In January 2017, the FASB issued ASU 2017-04 to simplify the process used to test for goodwill impairment. A
goodwill impairment will now be the amount by which a reporting unit’s carrying value exceeds its fair value, not to
exceed the carrying amount of goodwill. This new guidance will be effective for the Company’s first quarter of 2020.
The Company is currently evaluating the potential effect of this new guidance on its consolidated financial statements
and related disclosures.

On May 10, 2017, the FASB issued ASU 2017-09, which amends the scope of modification accounting for
share-based payment arrangements. The ASU provides guidance on the types of changes to the terms or conditions of
share-based payment awards to which an entity would be required to apply modification accounting under ASC 718.
Specifically, an entity would not apply modification accounting if the fair value, vesting conditions, and classification
of the awards are the same immediately before and after the modification. For all entities, the ASU is effective for
annual reporting periods, including interim periods within those annual reporting periods, beginning after December
15,2017. The Company adopted this guidance on January 1, 2018 without a material impact to the consolidated
financial statements.

B. Revenue Recognition

The revenue streams in the discussion below and in the table on page 13 include those that are within the scope of
ASU 2014-09. Those revenues deemed out of scope and excluded are: investment gains and losses generated from the
Company’s proprietary trading activities, dividend income, and interest income. In all cases for all revenue streams
discussed below, the revenue generated is from a single transaction price, and there is no need to allocate the amounts
across more than a single revenue stream. The customer for all revenues derived from open-end and closed-end funds
described in detail below has been determined to be the fund itself and not the ultimate underlying investor in the
fund. The Company has identified similar performance obligations under ASU 2014-09 as compared with ASC Topic
605. As aresult, the timing of the recognition of our revenue remains the same under this new guidance as it was
under ASC Topic 605.

Significant Judgments that affect the amounts and timing of revenue recognition:
The Company’s analysis of the timing of revenue recognition for each revenue stream is based upon an analysis of
current contract terms. Performance obligations could, however, change from time to time if and when existing

contracts are modified or new contracts are entered into. These changes could potentially affect the timing of
satisfaction of performance obligations, the determination of the transaction price, and the allocation of the price to
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performance obligations. In the case of the revenue streams discussed below, the performance obligation is satisfied
at a point in time and in no instance is it satisfied over a period of time. In the case of performance correlated
revenues, the point in time is the end of the measurement period as defined within the contract and subject to
reduction to zero on the date where the measurement period ends even if the performance benchmarks were exceeded
during the intervening period. Thus, for performance correlated revenues, the performance obligation is satisfied at a
single point in time. The judgments outlined below, where the determination as to these factors is discussed in detail,
are continually reviewed and monitored by the Company when new contracts or contract modifications occur.
Transaction price is in all instances formulaic and not subject to significant (or any) judgment at the current time. The
allowance for doubtful accounts is subject to judgment. There were no impairment losses (allowance for doubtful
accounts) on any receivables from any revenue stream at the end of the current period.

11
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Advisory Fee Revenues

Adpvisory fees for open-end funds, closed-end funds, sub-advisory accounts and SICAVs are earned based on
predetermined percentages of the average net assets of the individual funds and are recognized as revenues as the
related services are performed. Fees for open-end funds, sub-advisory accounts and SICAVs are computed on a daily
basis on average net assets under management ("AUM"), while fees for closed-end funds are computed on average
weekly net AUM. These fees are received in cash after the end of each monthly period within 30 days. The revenue
recognition occurs daily as the performance obligation (advising the fund) is met continuously. There is a risk of
non-payment, and therefore an impairment loss on these receivables is possible at each reporting date. There were no
such impairment losses for the current period.

Adpvisory fees for Institutional & Private Wealth Management accounts are earned based on predetermined
percentages of the average AUM and are generally computed quarterly based on account values at the end of the
preceding quarter. The revenue recognition occurs daily as the performance obligation (advising the client portfolio)
is met continuously. These fees are received in cash, typically within 60 days of the client being billed. There is a
risk of non-payment, and therefore an impairment loss on these receivables is possible at each reporting date. There
were no such impairment losses for the current period.

Performance Correlated Revenues

Investment advisory fees earned on many of the closed-end funds' preferred shares are earned at year-end if the total
return to common shareholders of the closed-end fund for the calendar year exceeds the dividend rate of the preferred
shares. These fees are recognized at the end of the measurement period which coincides with the calendar year. The
fee would also be earned and the contract period ended at any interim point in time that the preferred shares are
redeemed. These fees are received in cash after the end of the measurement period within 30 days.

Certain closed-end funds have performance fees that are earned at the end of the fund fiscal year to the extent the total
return of each fund exceeds a benchmark return. The fee would also be earned and the contract period ended at any
interim point in time that the fund was to repurchase shares. These fees are received in cash after the end of the
measurement period within 30 days.

We also receive incentive fees from certain institutional clients which are based upon exceeding a specific benchmark
index or indices. These fees are recognized at the end of the stipulated contract period, which is generally annually,
for the respective account. The fee would also be earned and the contract period ended at any interim point in time
that the client terminated its relationship with us. These fees are received in cash after the end of the measurement
period typically within 60 days.

Certain funds within the SICAV structure may charge a performance fee. These fees are recognized at the end of the
measurement period which coincides with the calendar year or upon redemption. These fees are received in cash after
the end of the measurement period within 30 days.

In all cases of the performance correlated revenue, revenue recognition is delayed until the performance obligation has
been met (the measurement period has concluded and the hurdle has been exceeded). There is a risk of non-payment,
and therefore an impairment loss on these receivables is possible at each reporting date. There were no such
impairment losses for the current period.

Distribution Fees and Other Income
Distribution fees and other income primarily includes distribution fee revenue earned in accordance with Rule 12b-1
of the Company Act, as amended, along with sales charges and underwriting fees associated with the sale of the

mutual funds. Distribution plan fees are computed based on average daily net assets of each fund and are accrued for
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during the period in which they are earned. These fees are received in cash after the end of each monthly period
within 30 days. In evaluating the appropriate timing of the recognition of these fees, we applied the guidance on
up-front fees to determine whether such fees are related to the transfer of a promised service (a distinct performance
obligation). Our conclusion is that the service being provided by G.distributors to the customer in exchange for the
fee is for the initial distribution of the funds and is completed at the time of the sale. As such, there is no portion of
this revenue that needs to be deferred because the performance obligation is complete, and revenue recognition
coincides with the completion. The Company reached the same conclusion with regard to sales charges and
underwriting fees associated with the sale of the mutual funds - neither of which is material in the aggregate to the
Company's revenue streams. There is a risk of non-payment, and therefore an impairment loss on these receivables is
possible at each reporting date. There were no such impairment losses for the current period.

12
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Revenue Disaggregated

The following table presents our revenue disaggregated by account type:

Three Months
Ended March 31,
2018 2017
Adpvisory Fees:
Open-end Funds $31,834 $32,194
Closed-end Funds 17,145 15,397
Sub-advisory accounts 1,092 320
Institutional & Private Wealth Management 25,965 26,167
SICAVs 1,289 911
Performance-based 23 -
Distribution and other income 10,149 10,928
Total revenues $87,497 $85,917

C. Investment in Securities

Effective with the Company’s adoption of ASU 2016-01 on January 1, 2018, the Company carries all investments in
equity securities at fair value through net income (“FVTNI") which approximates market value. The Company has no
securities that qualify for the equity method or for consolidation of the investee of for which the Company has elected
the practicality exception to fair value measurement.

Investments in securities at March 31, 2018, December 31, 2017 and March 31, 2017 consisted of the following:

March 31, 2018 December 31, 2017 March 31, 2017
Estimated Estimated Estimated
Market Market Market
Cost Value Cost Value Cost Value
(In thousands)
Securities carried at FVTNI (trading securities for
comparative periods):

Common stocks $17,467 $31,291 $26 $34 $20 $24
Mutual Funds 12 11 11 11 - -
Closed-end funds 99 105 - - - -
Total securities carried at FVTNI 17,578 31,407 37 45 20 24

Available for sale securities:

Common stocks - - 17,441 36,637 18,739 33,058
Closed-end funds - - 99 108 99 108
Total available for sale securities - - 17,540 36,745 18,838 33,166

Total investments in securities $17,578 $31,407 $17,577 $36,790 $18,858 $33,190

There were no securities sold, not yet purchased at March 31, 2018, December 31, 2017 and March 31, 2017.
Investments in United States Treasury Bills and Notes with maturities of greater than three months at the time of
purchase are classified as investments in securities, and those with maturities of three months or less at the time of

purchase are classified as cash equivalents. The portion of investments in securities held for resale in anticipation of
short-term market movements were classified as trading securities for the periods ended December 31, 2017 and
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March 31, 2017. Securities carried at FVTNI for the March 31, 2018 period-end and trading securities in the periods
ending December 31, 2017 and March 31, 2017 are stated at fair value, with any unrealized gains or losses reported in
current period earnings. Available for sale (“AFS”) investments for the periods ended December 31, 2017 and March
31, 2017 are stated at fair value, with any unrealized gains or losses, net of taxes, reported as a component of equity
except for losses deemed to be other than temporary (“OTT”) which were recorded as realized losses in the condensed
consolidated statements of income.

13
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Effective January 1, 2018, the Company adopted ASU 2016-01, which eliminated available for sale accounting and
resulted in the reclassification of $12.1 million, net of tax, out of accumulated comprehensive income and into
retained earnings in the condensed consolidated statement of financial condition. As a result, for the three months
ended March 31, 2018, changes in the fair value of the Company’s entire investment portfolio are now recorded in the
net gain (loss) from investments line in the condensed consolidated statements of income rather than through other
comprehensive income.

The following table identifies all reclassifications out of accumulated other comprehensive income ("AOCI") into
income for the three months ended March 31, 2017 (in thousands). (No disclosure is needed for the three months
ended March 31, 2018 due to the adoption of ASU 2016-01.)

Amount Affected Line Items Reason for
Reclassified in the Statements Reclassification
from AOCI Of Income from AOCI
Three

months

ended

March 31,

2017

$ - Net gain from investments Realized gain on sale of AFS securities
- Other operating expenses/net gain from investments Realized gain on donation of AFS securities
- Income before income taxes
- Income tax provision

$ - Netincome

The following is a summary of the cost, gross unrealized gains, gross unrealized losses and fair value of available for
sale investments as of December 31, 2017 and March 31, 2017. (No disclosures are required as of March 31, 2018
due to the adoption of ASU 2016-01.)

December 31, 2017

Gross Gross Estimated
Unrealized Unrealized Market
Cost Gains Losses Value
(In thousands)
Common stocks $17,441 $19,196 $ - $ 36,637
Closed-end funds 99 9 - 108
Total available for sale securities $17,540 $ 19,205 $ - $ 36,745

March 31, 2017

Gross Gross Estimated
Unrealized Unrealized Market
Cost Gains Losses Value
(In thousands)
Common stocks $18,739 $14,319 $ - $ 33,058
Closed-end funds 99 9 - 108
Total available for sale securities $18,838 §$ 14,328 $ - $ 33,166

A net unrealized loss, net of taxes, for the three months ended March 31, 2017 of $2.6 million has been included in
other comprehensive income, a component of equity, at March 31, 2017. There were no sales of investments
available for sale for the three months ended March 31, 2017. There were no realized losses on the sale of
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investments available for sale for the three months ended March 31, 2017. The basis on which the cost of a security
sold is determined using specific identification. Accumulated other comprehensive income in the condensed
consolidated statements of equity is primarily comprised of unrealized gains/losses, net of taxes, for AFS securities.

There were no investments classified as available for sale that were in an unrealized loss position at December 31,
2017 or March 31, 2017.

For the three months ended March 31, 2017, there were no losses on available for sale securities that were deemed to
be other than temporary.
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D. Fair Value

The following tables present information about the Company’s assets and liabilities by major categories measured at
fair value on a recurring basis as of March 31, 2018, December 31, 2017 and March 31, 2017 and indicates the fair

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

Assets and Liabilities Measured at Fair Value on a Recurring Basis as of March 31, 2018 (in thousands)

Quoted
Prices in  Significant Balance
Active Other Significant as of
Markets
for March
Identical Observable Unobservable 31,
Assets Inputs Inputs (Level
Assets (Level 1) (Level 2) 3) 2018
Cash equivalents $27,034 $ - $ - $27,034
Investments in securities:
Common stocks 31,291 - - 31,291
Mutual Funds 11 - - 11
Closed-end Funds 105 - - 105
Total investments in securities 31,407 - - 31,407
Total assets at fair value $58441 $ - $ - $58,441

Assets and Liabilities Measured at Fair Value on a Recurring Basis as of December 31, 2017 (in thousands)

Quoted
Prices in  Significant Balance
Active Other Significant as of
Markets
for December
Identical Observable Unobservable 31,
Assets Inputs Inputs (Level
Assets (Level 1) (Level 2) 3) 2017
Cash equivalents $17475 $ - $ - $17,475
Investments in securities:
AFS - Common stocks 36,637 - - 36,637
AFS - Closed-end Funds 108 - - 108
Trading - Common stocks 34 - - 34
Trading - Mutual funds 11 - - 11
Total investments in securities 36,790 - - 36,790
Total assets at fair value $54265 $ - $ - $ 54,265

Assets and Liabilities Measured at Fair Value on a Recurring Basis as of March 31, 2017 (in thousands)

Quoted

Prices in  Significant Balance
Active Other Significant as of
Markets

for March

Identical Observable Unobservable 31,
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Assets Inputs Inputs (Level
Assets (Level 1) (Level 2) 3) 2017
Cash equivalents $88,082 $ - $ - $88,082
Investments in securities:
AFS - Common stocks 33,058 - - 33,058
AFS - Closed-end Funds 108 - - 108
Trading - Common stocks 24 - - 24
Total investments in securities 33,190 - - 33,190
Total assets at fair value $121,272 $ - $ - $121,272

During the quarters ended March 31, 2018 and 2017, there were no transfers between any Level 1 and Level 2
holdings, or between Level 1 and Level 3 holdings.

E. Income Taxes

The effective tax rate ("ETR") for the three months ended March 31, 2018 and March 31, 2017 was 22.6% and 38.1%,
respectively.

The decline in the ETR is almost exclusively due to the lower Federal tax rate under the Tax Cuts and Jobs Act which
lowered our Federal tax rate from 35% to 21%, effective January 1, 2018.
15
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F. Earnings Per Share

The computations of basic and diluted net income per share are as follows:

Three Months
Ended March 31,
(In thousands, except per share amounts) 2018 2017
Basic:
Net income attributable to GAMCO Investors, Inc.'s shareholders $27.261 $24,820
Weighted average shares outstanding 28,916 28,970
Basic net income per share attributable to GAMCO
Investors, Inc.'s shareholders $0.94 $0.86
Diluted:

Net income attributable to GAMCO Investors, Inc.'s shareholders $27.261 $24,820
Add interest on convertible notes, net of management fee and taxes - 748
Total income attributable to GAMCO Investors, Inc.'s shareholders  $27,261 $25,568

Weighted average share outstanding 28,916 28,970
Restricted stock awards - 190
Assumed conversion of convertible notes - 2,000
Total 28,916 31,160

Diluted net income per share attributable to GAMCO
Investors, Inc.'s shareholders $0.94 $0.82

G. Debt
Debt consists of the following:

March 31, 2018 December 31, 2017 March 31, 2017
Fair Fair
Carrying Value  Carrying Value  Carrying Fair Value
Value Level 2 Value Level 2 Value Level 2
(In thousands)

4.5 % Convertible note $- - $- $- $109,844 $111,634
AC 4% PIK Note 40,000 39,860 50,000 50,572 90,000 90,932
AC 1.6% Note - - 15,000 14,972 - -
5.875% Senior notes 24,150 23,742 24,144 24,543 24,126 24,558
Total $64,150 $63,602 $89,144 $90,087 $223,970 $227,124
4.5% Convertible Note

On August 15, 2016, the Company issued and sold a 5-year, $110 million convertible note (“Convertible Note”). The
note bore interest at a rate of 4.5% per annum and was convertible into shares of the Company’s Class A Common
stock (“Class A Stock”™) at an initial conversion price of $55.00 per share. The Convertible Note was initially
convertible into two million shares of the Company’s Class A Stock, subject to adjustment pursuant to the terms of the
Convertible Note. The Company was required to repurchase the Convertible Note at the request of the holder on
specified dates or after certain circumstances involving a Fundamental Change (as defined in the Convertible Note).
The Company recorded $174,000 of costs in connection with the issuance of the Convertible Note. On November 20,
2017, the Company and the Convertible Note holder agreed to amend the Convertible Note to allow for an early
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redemption if the Company paid the Convertible Note holder 103% of the unpaid principal plus all accrued but unpaid
interest on the redemption date. On November 21, 2017, the Company redeemed the Convertible Note for $114.6
million. The payment was equal to 103% of the unpaid principal amount of the note plus accrued interest. As a
result, the Company recorded a loss on extinguishme