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PART 1

Item 1.Business.

Unless the context otherwise requires, the term “we,” “us,” “our,” “Westwood,” or “Westwood Holdings Group” when used in
this Form 10-K (“Report”) and in the Annual Report to the Stockholders refers to Westwood Holdings Group, Inc., a
Delaware corporation, and its consolidated subsidiaries taken as a whole. This Report contains some forward-looking
statements within the meaning of the federal securities laws. Actual results and the timing of some events could differ
materially from those projected in or contemplated by the forward-looking statements due to a number of factors,
including without limitation those set forth under “Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and “Item 1A. Risk Factors.”

General

We manage investment assets and provide services for our clients through our subsidiaries, Westwood Management
Corp. and Westwood Advisors, LLC (each of which is an SEC-registered investment advisor and referred to
hereinafter together as “Westwood Management”), Westwood International Advisors Inc. (“Westwood International’) and
Westwood Trust. Westwood Management, founded in 1983, provides investment advisory services to institutional
investors, a family of mutual funds called the Westwood Funds®, other mutual funds, an Ireland-domiciled fund
organized pursuant to the European Union’s Undertakings for Collective Investment in Transferable Securities
(“UCITS”), individual investors and clients of Westwood Trust. Westwood International was established in 2012 and
provides investment advisory services to institutional clients, the Westwood Funds®, other mutual funds, UCITS
funds and clients of Westwood Trust. Westwood Trust, founded as a state-chartered trust company in 1974, provides
trust and custodial services and participation in self-sponsored common trust funds to institutions and high net worth
individuals. Our revenues are generally derived from fees based on a percentage of assets under management.
Westwood Management, Westwood International and Westwood Trust collectively managed assets valued at
approximately $21.2 billion at December 31, 2016. We were incorporated under the laws of the State of Delaware on
December 12, 2001. Our common stock is listed on the New York Stock Exchange under the ticker symbol “WHG.” We
are a holding company whose principal assets consist of the capital stock of Westwood Management, Westwood Trust
and Westwood International.

The success of our business is very dependent on client and institutional investment consultant relationships. We
believe that, in addition to investment performance, client service is paramount in the asset management business.
Accordingly, a major business focus is to build strong relationships with clients to enhance our ability to anticipate
their needs and satisfy their investment objectives. Our team approach is designed to deliver efficient, responsive
service to our clients.

We have focused on building our foundation in terms of personnel and infrastructure to support a larger business. We
have developed investment strategies that we expect to be desirable within our target institutional, private wealth and
mutual fund markets. Developing new investment strategies and building the organization can result in incurring
expenses before significant offsetting revenues are realized. We continue to evaluate new strategies and resources in
terms of meeting actual and potential investor needs.

Available Information

We maintain a website at www.westwoodgroup.com. Information contained on, or connected to, our website is not
incorporated by reference into this Report and should not be considered part of this Report or any other filing that we
make with the Securities and Exchange Commission (“SEC”). All of our filings with the SEC, including our annual
report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and any amendments to those
reports filed or furnished pursuant to Sections 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), are available free of charge on our website. Our Code of Business Conduct, Corporate Governance
Guidelines and Audit Committee, Compensation Committee and Governance/Nominating Committee Charters are
available without charge on our website. Stockholders also may obtain print copies of these documents free of charge
by submitting a written request to Tiffany B. Kice, our Chief Financial Officer, at the address set forth in the front of
this Report. The public can also obtain any document we file with the SEC at www.sec.gov.

2 ¢



Edgar Filing: WESTWOOD HOLDINGS GROUP INC - Form 10-K




Edgar Filing: WESTWOOD HOLDINGS GROUP INC - Form 10-K

Advisory

General

Our advisory business is comprised of Westwood Management and Westwood International and encompasses three
distinct investment teams — the U.S. Value Team, the Global Convertible Securities Team and the Global and Emerging
Markets Equity Team.

Westwood Management provides investment advisory services to large institutions, including corporate retirement
plans, public retirement plans, endowments and foundations. Institutional separate account minimums vary by
investment strategy and generally range from $5 million to $25 million. Westwood Management also provides
advisory services to individuals, the Westwood Funds® and UCITS funds, as well as subadvisory services to other
mutual funds and pooled investment vehicles. Westwood Management’s investment strategies are managed by the U.S.
Value Team, based in Dallas, Texas, and by the Global Convertible Securities Team, based in Boston, Massachusetts.
Our investment professionals average sixteen years of investment experience. We believe team continuity and years of
experience are among the critical elements required for successfully managing investments.

Westwood International, based in Toronto, Canada, provides investment advisory services to large institutions, pooled
investment vehicles and UCITS funds, as well as subadvisory services to the National Bank Westwood Funds, which
are mutual funds offered by National Bank of Canada. Institutional separate account minimums vary by investment
strategy and generally range from $10 million to $25 million. Westwood International's investment strategies are
managed by the Global and Emerging Markets Equity Team. Westwood International has entered into a Memorandum
of Understanding (“MOU”) with Westwood Management pursuant to which Westwood International is considered a
“participating affiliate” of Westwood Management as that term is used in relief granted by the staff of the SEC allowing
U.S. registered investment advisors to use portfolio management or research resources of advisory affiliates subject to
the supervision of a registered adviser. Pursuant to the MOU, Westwood International professionals provide advisory
and subadvisory services to certain Westwood Funds®, pooled investment vehicles and large U.S. institutions under
the supervision of Westwood Management.

Investment Strategies

We offer a broad range of investment strategies, which allows us to serve a variety of client types with different
investment objectives, including five investment strategies each with over $1 billion in assets under management: our
Income Opportunity, LargeCap Value, SMidCap Equity, Emerging Markets and Emerging Markets Plus strategies.
U.S. Value Team

The U.S. Value team employs a value-oriented approach. The common thread that permeates the team's strategies is a
disciplined approach to controlling risk and preserving client assets whenever possible. The team seeks to invest in
companies with high levels of free cash flow, improving returns on equity and strengthening balance sheets that are
well positioned for growth but whose value is not fully recognized in the marketplace. Through investments in
companies that exhibit these characteristics, we seek to generate consistently superior performance relative to our
industry peers and relevant benchmark indices. This investment approach is intended to preserve capital during
unfavorable periods and provide superior real returns over the long term. We believe that we have established a track
record of delivering competitive risk-adjusted returns for our clients. The principal investment strategies currently
managed by the U.S. Value Team are as follows:

LargeCap Value: Investments in equity securities of approximately 40 to 60 companies with market capitalizations at
purchase generally over $5 billion.

Concentrated LargeCap Value: Investments in equity securities of approximately 15 to 30 companies with market
capitalizations at purchase generally over $5 billion.

SMidCap Plus: Investments in equity securities of approximately 45 to 65 companies with market capitalizations
generally within the range of the Russell Midcap Index above $2 billion.

SMidCap Equity: Investments in equity securities of approximately 50 to 70 companies with market capitalizations
generally within the range of the Russell 2500 Index.

SmallCap Value: Investments in equity securities of approximately 50 to 70 companies with market capitalizations
generally within the range of the Russell 2000 Index.
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AllCap Value: Investments in equity securities of approximately 50 to 80 companies with market capitalizations at
purchase generally over $100 million.

Income Opportunity: Investments across a broad spectrum of income-producing securities of approximately 60 to 80
companies.
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Worldwide Income Opportunity: Investments across a broad spectrum of income-producing securities of
approximately 60 to 80 global companies.

Master Limited Partnership Infrastructure Renewal: Investments in the securities of approximately 25 to 35
companies, whose securities span across MLP subsectors and/or have MLP-like characteristics, with market
capitalizations of any size and generally with a 7.5% maximum position size at purchase.

Master Limited Partnership Opportunities: Investments in the securities of approximately 25 to 35 companies, whose
securities span across MLP subsectors and/or have MLP-like characteristics, with market capitalizations of any size
and generally with a 4% maximum position size at purchase.

Master Limited Partnership and Strategic Energy: Investments in the securities of approximately 25 to 40 companies,
whose securities span across MLP subsectors, have MLP-like characteristics, and/or primarily involve energy-related
activities, with market capitalizations of any size.

Low Volatility Equity: Investments in the common stock or convertible securities of approximately 40 to 80
companies, seeking a lower level of volatility than traditional equity-oriented strategies. (Jointly managed by U.S.
Value and Global Convertible Securities Teams.)

Global Convertible Securities Team

The Global Convertible Securities Team manages both long-only and liquid alternative global convertible securities
strategies employing a disciplined investment process and rigorous risk management. The team's investment
philosophy is based on the following beliefs:

the asymmetric return profile of balanced convertible bonds can provide superior risk-adjusted returns over medium-
to long-term time horizons;

convertible securities markets are inefficient, creating opportunities to benefit from pricing anomalies;

a global focus provides more robust opportunities and a clearer picture of the broad convertibles universe; and
proprietary fundamental research is the best way to identify solid companies with attractive risk-adjusted return
profiles.

The team draws on the proprietary fundamental research of all three of Westwood's investment teams in order to
identify securities with an attractive risk-adjusted return profile. The principal investment strategies currently
managed by the Global Convertible Securities Team are as follows:

Strategic Global Convertibles: Investments in convertible securities of approximately 60 to 90 global companies,
utilizing both a top-down and bottom-up investment process.

Market Neutral Income: Investments utilizing three primary strategies, including a short-duration yield-oriented
portfolio of global convertible securities, a convertible arbitrage strategy, and a macro hedging strategy.

Low Volatility Equity: Investments in the common stock or convertible securities of approximately 40 to 80
companies, seeking a lower level of volatility than traditional equity-oriented strategies. (Jointly managed by U.S.
Value and Global Convertible Securities Teams.)

Global and Emerging Markets Equity Team

The Global and Emerging Markets Equity Team emphasizes Economic Value Added (EVA) in its investment process
and seeks to identify mispriced businesses that can generate sustainable earnings growth. The team offers global and
emerging markets equity investment strategies as follows:

Emerging Markets: Investments in equity securities of approximately 70 to 90 emerging markets companies with
market capitalizations generally over $500 million.

Emerging Markets Plus: Investments in equity securities of approximately 70 to 90 emerging markets companies with
market capitalizations generally over $1.5 billion.

Emerging Markets SMidCap: Investments in equity securities of approximately 70 to 90 emerging markets
companies with market capitalizations at purchase generally between $150 million and $9 billion.
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Global Equity: Investments in equity securities of approximately 65 to 85 global companies with market
capitalizations generally over $1 billion.
Global Dividend: Investments in equity securities of approximately 65 to 85 global companies with market
capitalizations generally over $500 million.
Our ability to grow assets under management is primarily dependent on our ability to generate competitive investment
performance, our success in building strong relationships with investment consulting firms and other financial
intermediaries, as well as our ability to develop new client relationships while nurturing and maintaining existing
relationships. We continually seek to expand assets under management by growing our existing investment strategies,
as well as identifying and developing new ones. We intend to grow our investment strategies internally but may also
consider acquiring new investment strategies from third parties, as discussed under “Growth Strategy” below. Our
growth strategy provides clients with more investment opportunities and diversifies our assets under management,
thereby reducing risk in any one area of investment and increasing our competitive ability to attract new clients. Our
ten largest clients accounted for approximately 20% of our fee revenues for the year ended December 31, 2016. The
loss of some or all of these large clients could have a material adverse effect on our business and our results of
operations.
Advisory and Subadvisory Agreements
Westwood Management and Westwood International manage client accounts under investment advisory and
subadvisory agreements. Typical for the asset management industry, these agreements are usually terminable upon
short notice and provide for compensation based on the market value of client assets under management. Westwood’s
advisory fees are paid quarterly in advance based on assets under management on the last day of the preceding quarter,
quarterly in arrears based on assets under management on the last day of the quarter just ended, or are based on a daily
or monthly analysis of assets under management for the stated period. A few clients have contractual
performance-based fee arrangements, which generate additional revenues if we outperform a specified index over a
specific period of time. Revenue for performance-based fees is recorded at the end of the measurement period.
Revenue from advance payments is deferred and recognized over the period that services are performed. Pursuant to
these agreements, Westwood provides overall investment management services, including directing investments in
conformity with client-established investment objectives and restrictions. Unless otherwise directed in writing by
clients, Westwood has the authority to vote all proxies with respect to securities in client portfolios.
Westwood Management and Westwood International are parties to subadvisory agreements with other investment
advisors under which they perform similar services under advisory agreements. Our subadvisory fees are generally
computed based upon the average daily assets under management and are payable on a monthly basis.
Westwood Management provides investment advisory services to the Westwood Funds® family of mutual funds:

Westwood
fﬁf@ él&wood Opportunistic High Yield (WWHYX
(WWEMX)

Westwood
Gk). eatwood Short Duration High Yield (WHGXHY
Dividen
(WWGDX)

Westwood
Glob@\]’estwood SmallCap Value (WHGSX)
Equity
(WWGEX)

Westwood
Income, ctwood SMidCap (WHGMX)
Opportunity
(WHGIX)

Westwood SMidCap Plus (WHGPX)
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Westwood
LargeCap
Value
(WHGLX)
Westwood
Low
VolaWitstwood Strategic Global Convertibles (WSGCX)
Equity
(WLVIX)(D
Westwood
Market
NeutWEkstwood Worldwide Income Opportunity (WWIOX)
Income
(WMNIX)
Westwood
MLP
&
Strategic
Energy
(WMLPX)

(1) The Westwood Dividend Growth Fund transitioned to

the Westwood Low Volatility Equity Fund in December

2016.

(2) Subadvised by SKY Harbor Capital Management, LLC,

a registered investment advisor based in Greenwich,

Connecticut

As of December 31, 2016, the Westwood Funds® had assets under management of $3.8 billion.
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Trust

General

Through the combined efforts of the Dallas, Omaha and Houston offices of Westwood Trust, we provide fiduciary and
investment services to high-net-worth individuals and families, non-profit endowments and foundations, public and
private retirement plans and individual retirement accounts ("IRAs"). Westwood Trust is chartered and regulated by
the Texas Department of Banking. Fees charged by Westwood Trust are separately negotiated with each client and are
typically based on assets under management. Clients generally have at least $1 million in investable assets.

Fiduciary Services

Westwood Trust’s fiduciary services include but are not limited to: financial planning, wealth transfer planning,
customizable trust services, trust administration and estate settlement. Westwood Trust also provides custodial
services, tax reporting, accounting of trust income and principal, beneficiary and retiree distributions and safekeeping
of assets.

Investment Services

Westwood Trust utilizes a consultative approach in developing a client’s portfolio asset allocation. Our approach
involves examining the client’s financial situation, including their current portfolio of investments, and advising the
client on ways to reduce risk, enhance investment returns and strengthen their financial position based on each client’s
unique objectives and constraints. Westwood Trust seeks to define and improve risk/return profiles of client
investment portfolios by offering a comprehensive investment solution or enhancing clients’ existing investment
strategies. Westwood Trust manages separate portfolios of equity and fixed income securities for certain agency and
trust clients. Equity portfolios are generally patterned after the institutional strategies offered by Westwood
Management or developed by the internal investment team in our Houston office. Fixed income portfolios consist of
targeted laddered portfolios of primarily high-quality municipal securities.

Westwood Trust also sponsors several common trust funds in which client assets are commingled to achieve
economies of scale. Westwood Trust’s common trust funds fall within two basic categories: personal trusts and
employee benefit trusts. Westwood Trust sponsors common trust funds for most of the investment strategies managed
by Westwood Management and Westwood International. Westwood Trust has also engaged SKY Harbor Capital
Management, LL.C, William Blair & Company, LLC and Brandywine Global Investment Management, LLC, all
registered investment advisors, to subadvise our High Yield Bond, Domestic Growth Equity and International Fixed
Income common trust funds, respectively.

Westwood Trust also develops asset allocation models for certain clients utilizing mutual funds managed by
Westwood Management and Westwood International, as well as from certain other mutual fund families.

Enhanced Balanced® Portfolios

Westwood Trust is a strong proponent of asset class diversification and offers its clients the ability to diversify among
many different asset classes. Westwood Trust Enhanced Balanced® portfolios combine these asset classes into a
customizable portfolio for clients seeking to maximize return for a given level of risk. Periodic adjustments are made
to asset class weightings in Enhanced Balanced® portfolios based on historical returns, risk and correlation data, and
our current capital markets outlook.

Select Equity Strategy

In late 2016, we launched the Westwood Select Equity strategy, a separately managed account offering that aims to
provide low-frequency turnover and tax efficiency to high-net-worth individuals. The offering allows individuals to
own a diversified portfolio of best ideas across Westwood. The portfolios are highly diversified and include value and
growth stocks, along with small, mid and large-cap stocks. Westwood Select is also available without the tax
efficiency overlay.
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Distribution Channels

We market our services through several distribution channels to optimize the reach of our investment advisory and
trust services. These channels enable us to leverage distribution infrastructures and capabilities of other financial
services firms and intermediaries while focusing on our core competency of developing and managing investment
strategies.

Institutional

In our institutional channel, we market our investment strategies through institutional investment consultants, financial
intermediaries, managed accounts programs and directly to institutional investors. Institutional investment consultants
serve as gatekeepers to the majority of corporate retirement plans, public retirement plans, endowments and
foundations, which represent Westwood’s primary institutional target markets. Consultants provide guidance to their
clients in setting asset allocation strategies and creating investment policies. Consultants also make recommendations
for investment firms they believe can best meet their clients' investment objectives. We have established strong
relationships with many global, national and regional investment consulting firms, which collectively have contributed
to our being considered and hired by their clients. Continuing to enhance existing consulting firm relationships, as
well as forging new relationships, increases the awareness of our services in both the consultant community and
within their institutional client base.

Marketing our investment strategies to financial intermediaries, via subadvisory relationships, allows us to extend the
reach of our investment advisory services to clients of other investment companies with broad, established distribution
capabilities. In subadvisory arrangements, our client is generally the investment company through which our services
are offered to investors, typically via mutual fund offerings. The investment company that sponsors the mutual fund is
responsible for appropriate marketing, distribution and operational and accounting activities.

Managed accounts are similar in some respects to subadvisory relationships in that a third-party financial institution,
such as a brokerage firm or turnkey asset management program provider, handles distribution to the end client. The
end client in a managed account is typically a high net worth individual or small institution. In these arrangements, the
third-party financial institution is responsible to the end client for client service, operations and accounting.

We also market our investment strategies directly to pension funds, endowments, foundations and other institutional
investors.

Mutual Funds

In our mutual funds channel, we market our registered mutual funds, the Westwood Funds®, to institutional
investment consultants, financial intermediaries, registered investment advisors, select broker-dealers and fund
supermarkets. By leveraging our existing relationships with institutional investment consulting firms we are able to
participate when their defined contribution and other retirement plan clients require a mutual fund vehicle. During
2016, we engaged a third-party distribution firm focused on select investment advisors and broker-dealers in the
United States. We also seek relationships with financial intermediaries that manage discretionary fund models in order
to have our funds placed in such models. Our wholesaling group markets our funds directly to registered investment
advisors, select broker-dealers and mutual fund supermarkets.

Private Wealth

In our private wealth channel, we generate awareness of our trust fiduciary and investment services through
investment consultants, centers of influence, community involvement and targeted direct marketing to high net worth
individuals, families and small to medium-sized institutions. A significant portion of our new asset growth has been
generated by referrals from existing clients.

6
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Growth Strategy

We believe that we have established a strong platform to support future growth, deriving our strength in large part
from the experience and capabilities of our management team and skilled investment professionals. We believe that
this focused, stable team has contributed significantly to our solid investment performance, superior client service and
a growing array of investment strategies. We believe that opportunities for future growth will come from our ability
to:

eenerate growth from new and existing clients and consultant relationships;

attract and retain key employees;

Lrow assets in our existing investment strategies;

foster continued growth of the Westwood Trust platform;

foster expanded distribution via mutual funds;

pursue strategic corporate development opportunities;

pursue opportunities internationally through targeted sales and relationships with international distributors and
institutional investors;

continue to strengthen our brand name; and

develop or acquire new investment strategies.

Generate growth from new and existing clients and consultant relationships. As our primary business objective, we
intend to maintain and enhance existing relationships with clients and investment consultants by providing solid
investment performance and attentive client service. We also intend to pursue growth via targeted sales and marketing
efforts that emphasize our investment philosophy, performance and superior client service. New institutional client
accounts are sourced from either investment consultants or from our direct sales efforts with institutional investors.
We believe that the in-depth knowledge of our firm, our people and our processes embedded in our consultant
relationships, as well as in existing and prospective client relationships, is a key factor when being considered for new
client investment mandates.

Attract and retain key employees. To achieve our investment performance and client relationship objectives, we must
be able to attract and retain talented professionals. We believe that we have created a workplace environment in which
motivated, performance-driven, and client-oriented individuals can thrive. As a public company, we offer our
employees a compensation program that includes strong equity incentives to closely align their success with that of
our clients and stockholders. We believe that these factors are critical to maintaining a stable, client-focused
environment that can support significant future growth.

Grow assets in our existing investment strategies. We have significant capacity to manage additional assets across our
existing range of investment strategies, which we have continued to expand. We have developed a range of
approximately 20 institutional investment strategies by building on the core competencies of our U.S. Value team, as
well as via the addition of new investment teams. In 2012, we established our Global and Emerging Markets Equity
Team, thereby adding five new equity strategies that focus on emerging and global markets: Emerging Markets,
Emerging Markets Plus, Emerging Markets SMid, Global Equity and Global Dividend. Our emerging markets
strategies have experienced strong investor demand and we believe they provide additional growth opportunities. In
2014, we established our Global Convertible Securities Team, which manages two strategies - a long-only strategy
called Strategic Global Convertibles, and a market neutral strategy called Market Neutral Income. Our U.S. Value
Team has launched multiple strategies since 2014, including Concentrated LargeCap Value, MLP Opportunities, MLP
& Strategic Energy, Worldwide Income Opportunity and Low Volatility Equity. These offerings, in combination with
our range of seasoned investment strategies, provide significant capacity to grow assets under management. We have
the team in place to support these investment strategies and, with strong investment performance, we believe that
demand for these strategies can provide meaningful growth for our assets under management.

Foster continued growth of the Westwood Trust platform. Westwood Trust has experienced solid growth in serving
small to medium-sized institutions as well as high net worth individuals and families. We anticipate continued interest
from clients and prospects in our diversified, highly attentive service model. A significant percentage of new asset
growth at Westwood Trust stems from referrals, as well as gathering additional assets from existing clients. We
believe that our Enhanced Balanced® and Select Equity strategies, which offer diversified exposure to multiple asset
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classes in a tax-efficient, comprehensive manner, along with our separately managed portfolios, provide good
opportunities for growth.
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Foster expanded distribution via mutual funds. We have fifteen funds in the Westwood Funds® family:
Westwood

Emeggin P .
Maﬁgﬁt:gl%/ood Opportunistic High Yield (WWHYX)

(WWEMX)
Westwood
Glo
Divi
(WWGDX)
Westwood

eleritiwood Short Duration High Yield (WHGHX)

Glowlestwood SmallCap Value (WHGSX)
Equity

(WWGEX)
Westwood
INCqRe iwood SMidCap (WHGMX)
Opportunity
(WHGIX)
Westwood

I{,irlﬁgig?&ood SMidCap Plus (WHGPX)

(WHGLX)
Westwood
Low
VolMittgwood Strategic Global Convertibles (WSGCX)
Equity
(WLVIX)(D
Westwood
Market
NeuWastwood Worldwide Income Opportunity (WWIOX)
Income
(WMNIX)
Westwood
MLP
and
Strategic
Energy
(WMLPX)

(1) The Westwood Dividend Growth Fund transitioned to
the Westwood Low Volatility Equity Fund in December
2016.

We believe that providing investors access to our mutual funds is a key component to achieving asset growth in the
defined contribution and retirement marketplaces as well as with registered investment advisors. With the exception of
Westwood Short Duration High Yield and Westwood Opportunistic High Yield, both of which are subadvised by
SKY Harbor Capital Management, LL.C, the Westwood Funds® generally mirror our institutional strategies. All funds
offer capped expense ratios and are available in an institutional share class. We also offer Class A shares for
Westwood LargeCap Value (WWLAX), Westwood Income Opportunity (WWIAX), Westwood Emerging Markets
(WWEAX) and Westwood Short Duration High Yield (WSDAX) in order to target No Transaction Fee (NTF) mutual
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fund supermarket platforms and the broker/dealer marketplace. Westwood Market Neutral Income (WMNUX) and
Westwood Opportunistic High Yield (WHYUX) offer an Ultra share class generally only available to institutional
investors who purchase the fund directly and for which no shareholder servicing fees are paid.

Pursue strategic corporate development opportunities. We evaluate strategic corporate development opportunities to
augment organic growth. We may pursue various transactions, including acquisitions of asset management firms,
mutual funds or private wealth firms, as well as hiring investment professionals or teams. We consider opportunities
to enhance our existing operations, expand our range of investment strategies and services or further develop our
distribution capabilities. By acquiring investment firms or by hiring investment professionals or teams that
successfully manage investment strategies beyond our current expertise, we can both attract new clients and provide
existing clients with an even more diversified range of investment strategies. We may also consider forging alliances
with other financial services firms to leverage our core competency of developing superior investment strategies with
alliance partners that can provide enhanced distribution capabilities or additional service offerings. In April 2015, we
acquired Woodway Financial Advisors Inc. ("Woodway") to grow our private wealth business.

Pursue opportunities internationally through targeted sales and relationships with international distributors and
institutional investors. In recent years we have increased our sales efforts outside of the U.S. As of December 31,
2016, non-U.S. clients represented approximately 19% of our assets under management compared with 7% as of
December 31, 2012. The growth in our non-U.S. client base has primarily been a function of the broadening of our
range of investment strategies to include Emerging Markets equity and Global Convertible Securities. In addition, we
established a UCITS platform in 2012 and now offer three sub-funds under the UCITS umbrella for non-U.S.
investors. We intend to continue our sales efforts outside of the U.S. During 2016, we engaged a third-party
distribution firm focused on intermediary and institutional distribution throughout Continental Europe. We may
consider forging alliances with additional international financial services firms or partners to obtain enhanced
distribution capabilities and greater access to global customers. Additionally, we continue to target select institutional
clients around the globe.

Continue to strengthen our brand name. We believe that the strength of our brand name has been a key component to
our long-term success in the investment industry and will be instrumental to our future success. We have developed
our strong brand name largely through excellent performance coupled with high profile coverage in investment
publications and electronic media. Several of our investment professionals have been visible in print and electronic
media, and we will continue to look for creative ways to strengthen our brand name and reputation in our target
markets.
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Develop or acquire new investment strategies. We continue to look for opportunities to expand the range of
investment strategies that we offer to existing and prospective clients. We may consider internally-developed
strategies that extend our existing investment process to new markets and may also consider externally acquired
investment strategies. An expanded range of investment strategies offers additional ways to serve our client base,
generating more diversified revenue streams, as well as providing asset and revenue growth opportunities.
Competition

We are subject to substantial and growing competition in all aspects of our business. Barriers to entry in the asset
management business are relatively low and we expect to face a growing number of competitors. Although no single
company dominates the asset management industry, many companies are larger, better known and have greater
resources.

Further, we compete with other asset management firms on the basis of investment strategies offered, their investment
performance both in absolute terms and relative to peer groups, quality of service, fees charged, the level and type of
compensation offered to key employees, and the manner in which investment strategies are marketed. Many of our
competitors offer more investment strategies and services and have substantially greater assets under management.
We compete against numerous investment dealers, banks, insurance companies, mutual fund companies,
exchange-traded funds, brokerage and investment firms, and others that sell equity funds, taxable income funds,
tax-free investments and other investment products. In addition, the allocation of assets by many investors from active
equity investment to index funds, fixed income or similar asset classes has enhanced the ability of firms offering
non-equity asset classes and passive equity management to compete effectively with us. The demand for passive
strategies with low-fee structures has rapidly increased, and investors are more frequently demanding customized and
personalized strategies to fit their investment needs. This shift in the marketplace may benefit competitors that offer
certain investment vehicles that we do not currently offer. In summary, our competitive landscape is intense and
dynamic, and we may not be able to compete successfully in the future as an independent company.

Additionally, most prospective clients perform a thorough review of an investment manager’s background, investment
policies and performance before committing assets to that manager. In many cases, prospective clients invite a number
of competing firms to make presentations. The process of obtaining a new client typically takes twelve to eighteen
months from the time of the initial contact. While we have achieved success in competing for new clients, it is a
process to which we dedicate significant resources over an extended period, with no certainty of winning.

9
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Regulation

Virtually all aspects of our business are subject to federal, state and other non-U.S. jurisdictions laws and regulations.
These laws and regulations are primarily intended to protect investment advisory clients. Under such laws and
regulations, agencies that regulate investment advisers have broad administrative powers, including the power to limit,
restrict or prohibit advisers from carrying on their business if they fail to comply with such laws and regulations.
Possible sanctions include suspension of individual employees, limitations on engaging in certain lines of business for
specified periods of time, revocation of investment adviser and other registrations, censures and fines. We believe that
we are in compliance with all material laws and regulations.

Westwood Management

Our business is subject to regulation at federal and state levels by the SEC and other regulatory bodies. Westwood
Management Corp. and Westwood Advisors, LLC are registered with the SEC under the Investment Advisers Act of
1940 (the “Investment Advisers Act”) and under the laws of various states. As registered investment advisors,
Westwood Management Corp. and Westwood Advisors, LLC are regulated and subject to examination by the SEC.
The Investment Advisers Act imposes numerous obligations on registered investment advisors, including fiduciary
duties, record keeping, operational and marketing requirements and disclosure obligations. Westwood Management
Corp. also acts as adviser to the Westwood Funds®, a family of mutual funds registered with the SEC under the
Investment Company Act of 1940 (the "Investment Company Act"). As an adviser to a registered investment
company, Westwood Management Corp. must comply with the Investment Company Act and related regulations. The
Investment Company Act imposes numerous obligations on registered investment companies, including requirements
relating to operations, fees charged, sales, accounting, record keeping, disclosure, governance, and restrictions on
transactions with affiliates. Under SEC rules and regulations promulgated pursuant to the federal securities laws, we
are subject to periodic SEC examinations. The SEC can institute proceedings and impose sanctions for violations of
the Investment Advisers Act and the Investment Company Act, ranging from censure to termination of an investment
adviser’s registration. The failure of Westwood Management Corp. and Westwood Advisors, LLC to comply with SEC
requirements could have a material adverse effect on Westwood. We must also comply with anti-money laundering
laws and regulations, including the USA PATRIOT Act of 2001, as subsequently amended and reauthorized (the
"Patriot Act"). We believe that we are in substantial compliance with the regulations under the Investment Advisers
Act, the Investment Company Act and the Patriot Act.

As an investment adviser, we have a fiduciary duty to our clients. The SEC has interpreted that duty to impose
standards, requirements and limitations on, among other things: trading of client accounts, allocation of investment
opportunities among clients, use of soft dollars, execution of transactions and recommendations to clients. We manage
accounts for our clients with the authority to buy and sell securities, select broker-dealers to execute trades and
negotiate brokerage commission rates. We may receive soft dollar credits from certain broker-dealers that are used to
pay for brokerage and research related products, which reduces certain company operating expenses. We intend to use
soft dollars to pay for only those brokerage and research related productions and services that fall within the safe
harbor provisions of the Securities Exchange Act of 1934. If our ability to use soft dollars were reduced or eliminated
as a result of the implementation of statutory amendments or new regulations, our operating expenses would increase.

10
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Westwood Trust

Westwood Trust operates in a highly regulated environment and is subject to extensive supervision and examination.
As a Texas chartered trust company, Westwood Trust is subject to the Texas Finance Code (the “Finance Code”), the
rules and regulations promulgated under the Finance Code and supervision by the Texas Department of Banking.
These laws are intended primarily for the protection of Westwood Trust’s clients and creditors rather than for the
benefit of investors. The Finance Code provides for and regulates a variety of matters, such as:

minimum capital maintenance requirements;

restrictions on dividends;

restrictions on investments of restricted capital;

{ending and borrowing limitations;

prohibitions against engaging in certain activities;

periodic fiduciary and information technology examinations by the Texas Department of Banking Commissioner;
furnishing periodic financial statements to the Texas Department of Banking Commissioner;

fiduciary record keeping requirements; and

prior regulatory approval for certain corporate events (such as mergers, the sale or purchase of all or substantially all
trust company assets, and transactions transferring control of a trust company).

The Finance Code also gives the Banking Commissioner broad regulatory powers (including penalties and civil and
administrative actions) if the trust company violates certain provisions of the Finance Code, including implementing
conservatorship or closure if Westwood Trust is determined to be in a “hazardous condition” (as defined by applicable
law). Westwood Trust’s failure to comply with the Finance Code could have a material adverse effect on Westwood.
Westwood Trust is limited by the Finance Code in the payment of dividends to undivided profits, which is described
as the part of equity capital equal to the balance of net profits, income, gains, and losses since formation minus
subsequent distributions to stockholders and transfers to surplus or capital under share dividends or appropriate board
resolutions. At the discretion of its Board of Directors, Westwood Trust has made quarterly and special dividend
payments to Westwood Holdings Group, Inc. out of undivided profits.

Westwood International

Westwood International is registered with both the Ontario Securities Commission (“OSC”) and the Autorité des
marchés financiers (“AMF”) in Québec.

The OSC is an independent Crown corporation responsible for regulating the capital markets in Ontario. Its statutory
mandate is to provide protection to investors from unfair, improper or fraudulent practices and to foster fair and
efficient capital markets and confidence in capital markets. The OSC has rule making and enforcement powers to help
safeguard investors, deter misconduct and regulate participants involved in capital markets in Ontario. It regulates
firms and individuals that sell securities and provide advice in Ontario, and also regulates public companies,
investment funds and marketplaces, such as the Toronto Stock Exchange. The OSC’s powers are granted under the
Securities Act (Ontario), the Commodity Futures Act (Ontario) and certain provisions of the Business Corporations
Act. It operates independently from the government and is funded by fees charged to market participants. The OSC is
accountable to the Ontario Legislature through the Minister of Finance.

11
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The AMF is the entity mandated by the government of Québec to regulate the province’s financial markets and provide
assistance to consumers of financial products and services. Established on February 1, 2004 under an Act regarding
the Autorité des marchés financiers, the AMF integrates the regulation of the Québec financial sector, notably in the
areas of insurance, securities, deposit institutions (other than banks) and the distribution of financial products and
services. Specifically, the AMF’s mission is to:

provide assistance to consumers of financial products and services;

ensure that financial institutions and other regulated financial sector entities comply with applicable solvency and
obligations imposed by law;

supervise activities connected with distribution of financial products and services;

supervise stock market and clearing house activities and monitor the securities market;

supervise derivatives markets, including derivatives exchanges and clearing houses and ensure that regulated entities
and other derivatives market practitioners comply with obligations imposed by law; and

implement protection and compensation programs for consumers of financial products and services, and administer
compensation funds set up by law.

Employee Retirement Income Security Act of 1974

We are subject to the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and to its related
regulations insofar as we are a “fiduciary” under ERISA with respect to some clients. ERISA and applicable provisions
of the Internal Revenue Code impose certain duties on fiduciaries under ERISA or on entities that provide services to
ERISA plan clients and prohibit certain transactions involving ERISA plan clients. Our failure to comply with these
requirements could have a material adverse effect on our business.

Department of Labor Fiduciary Rule

In April 2016, the U.S. Department of Labor (the "DOL") issued a final rule, which expanded the definition of an
investment advice fiduciary under ERISA and the Internal Revenue Code. The rule expands the scope of investment
advice subject to fiduciary standards by imposing ERISA fiduciary standards on advisors of individual retirement
accounts. The rule focuses on conflicts of interest related to investment recommendations made by financial advisors,
registered investment advisors and other investment professionals. The rule is anticipated to become applicable on
April 10, 2017, with certain requirements deferred until January 1, 2018. We believe compliance with the rule and the
related class exemptions could impact the decision making of retirement account holders in directing their retirement
asset allocation, which could have an adverse effect on our business.

Employees

At December 31, 2016, we had 174 full-time employees (159 based in the United States and 15 based in Canada). No
employees are represented by a labor union, and we believe our employee relations to be good.

Segment Information

For information about our operating segments, Advisory and Trust, please see Note 14 "Segment Reporting" to our
Consolidated Financial Statements included in Part II, Item 8, "Financial Statements and Supplementary Data"
accompanying this Report.
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Item 1A.Risk Factors.

We believe these represent the material risks currently facing our business. Our business, financial condition or results
of operations could be materially adversely affected by these risks. The trading price of our common stock could
decline due to any of these risks, and you may lose all or part of your investment. You should carefully consider the
risks described below before making an investment decision. You should also refer to the other information included
or incorporated by reference in this Report, including our financial statements and related notes.

Risks Related to the Investment Industry

Our results of operations depend upon the market value and composition of assets under management, which can
fluctuate significantly based on various factors, some of which are beyond our control.

Our revenues are primarily generated from fees derived as a percentage of assets under management (“AUM”). The
value of our AUM can be negatively impacted by several factors, including:

Market performance: Performance of the securities markets could be impacted by a number of factors beyond our
control, including, among others, general economic downturns, political uncertainty or acts of terrorism. Negative
performance within the securities markets or short-term volatility within the securities markets could result in
tnvestors withdrawing assets, decreasing their rates of investment or shifting assets to cash or other asset classes or
strategies that we do not manage, all of which could reduce our revenues. In addition, during periods of slowing
growth or declining revenues, profits and profit margins are adversely affected because certain expenses remain
relatively fixed.

Investment performance: Because we compete with many asset management firms on the basis of our investment
strategies, the maintenance and growth of assets under management is dependent, to a significant extent, on the
investment performance of the assets that we manage. Poor performance may result in the loss or reduction of client
accounts, which decreases revenues. Underperformance relative to peer groups for our various investment strategies
could adversely affect our results of operations, especially if such underperformance continues for an extended period
of time. The historical returns of our strategies and the ratings and rankings we, or the mutual funds that we advise,
have received in the past should not be considered indicative of the future results of these strategies or of any other
strategies that we may develop in the future. The investment performance we achieve for our customers varies over
time and variances can be wide. In addition, certain of our investment strategies have capacity constraints, as there is a
limit to the number of securities available for certain strategies to operate effectively. In those instances, we may
choose to limit access to new or existing investors.

Our business is subject to extensive regulation with attendant compliance costs and serious consequences for
violations; expansion into international markets and introduction of new products and services increases our
regulatory and operational risks.

Virtually all aspects of our business are subject to laws and regulations, including the Investment Advisers Act, the
Investment Company Act, the Patriot Act, the Finance Code and anti-money laundering laws. These laws and
regulations generally grant regulatory agencies broad administrative powers, including the power to limit or restrict us
from operating our business, as well as powers to place us under conservatorship or closure if we fail to comply with
such laws and regulations. Violations of such laws or regulations could subject us or our employees to disciplinary
proceedings and civil or criminal liability, including revocation of licenses, censures, fines or temporary suspensions,
permanent barring from the conduct of business, conservatorship, or closure. Any such proceeding or liability could
have a material adverse effect upon our business, financial condition, results of operations and business prospects.
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In addition, the regulatory environment in which we operate is subject to change. We may be adversely affected as a
result of new or revised legislation or regulations or by changes in the interpretation or enforcement of existing laws
and regulations. In recent years, regulators have increased their oversight of the financial services industry. Some
regulations are focused directly on the investment management industry, while others are more broadly focused but
affect our industry as well. In April 2016, the DOL issued a final rule regarding the definition of an investment advice
fiduciary under ERISA and the Internal Revenue Code. The rule expands the scope of investment advice subject to
fiduciary standards by imposing ERISA fiduciary standards to advisors of individual retirement accounts. The rule
focuses on conflicts of interest related to investment recommendations made by financial advisors, registered
investment advisors and other investment professionals. The rule is anticipated to become applicable on April 10,
2017, with certain requirements deferred until January 1, 2018. While we continue to review and analyze the potential
impact to our business and our clients and will make necessary operational changes to comply with the rule,
compliance with the final rule and the related class exemptions could have a material adverse effect on our business.
The Dodd-Frank Act of 2010 significantly increased and revised the federal rules and regulations governing the
financial services industry and, in addition to other regulations, has generally resulted in increased compliance and
administrative requirements. For example, the SEC’s adoption of Form PF and revisions to Form ADV impose
additional reporting requirements for SEC-registered investment advisors. Additionally, ERISA Section 408(b)(2) and
related regulations require additional information to be provided to ERISA-governed retirement plans. While we
believe that changes in laws, rules and regulations, including those discussed above, have increased our administrative
and compliance costs, we are unable to quantify the increased costs attributable to such changes. See “Item 1. Business —
Regulation.”

Recently, we have expanded our product offerings, vehicles offered and international business activities with
strategies in global and emerging markets, global multi-asset and global convertible securities. Additionally, our client
base continues to expand internationally. As of December 31, 2016, approximately 19% of our AUM is managed for
clients who are domiciled outside the United States. As a result, we face increased operational, regulatory,
compliance, reputational and foreign exchange rate risks. In particular, rapid regulatory change is occurring
internationally with respect to financial institutions, including, but not limited to, anticipated revisions to the European
Communities (Undertakings for Collective Investment in Transferable Securities) Regulations 2011. The failure of
our compliance and internal control systems to properly identify and mitigate such additional risks, or of our operating
infrastructure to support international activities, could result in operational failures and actions by regulatory agencies,
which could have a material adverse effect on our business.

We devote considerable time and resources to both domestic and international compliance; however, we may fail to
timely and properly identify regulatory requirements or modify our compliance procedures for changes in our
regulatory environment, which may subject us to legal proceedings, domestic and foreign government investigations,
penalties and fines.

The investment management and private wealth industry is highly competitive and innovative.

The investment management and private wealth industry is highly competitive, with competition based on a variety of
factors, including investment performance, fee rates, continuity of investment professionals and client relationships,
the quality of services provided to clients, corporate positioning and business reputation and differentiated

products. A number of factors increase our competitive risks, including the following:

Potential competitors have a relatively low cost of entering the investment management industry.

Many competitors have greater financial, technical, marketing and other resources, more comprehensive name
recognition and more personnel than we do.

The continuing trend toward consolidation in the investment management industry, and the securities business in
general, has served to increase the size and strength of some of our competitors.

Recent changes in consumer demand for technological capabilities, including the enhanced ability for firms to offer
passive management, has increased competition in our industry.

Shifts in demand for alternative investment styles, asset classes and distribution vehicles may cause our competitors to
be perceived as more attractive.
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Other industry participants, hedge funds and alternative asset managers may seek to recruit our investment

professionals.
Some competitors charge lower fees for their investment management services than we do.

Some competitors may provide additional client services, including banking, financial planning and tax planning.
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If we are unable to compete effectively, our earnings could be reduced and our business could be adversely affected.
Some of our strategies invest in the securities of non-U.S. companies, which involve foreign currency exchange, tax,
political, social and economic uncertainties and risks.

As of December 31, 2016, approximately 21% of our assets under management were invested in strategies offering
access to global and emerging markets with significant exposure to non-U.S. companies. Fluctuations in foreign
currency exchange rates could negatively affect the returns of clients invested in these strategies. Investments in
non-U.S. issuers may also be affected by tax positions taken in countries or regions in which we are invested as well
as political, social and economic uncertainty, including, for example, the broad decline in global economic conditions
that began in 2015. Many financial markets are less developed or efficient than U.S. financial markets and therefore
may have limited liquidity and higher price volatility, and may lack an established regulatory framework. Liquidity
may be adversely affected by political or economic events, government policies, and social or civil unrest within a
particular country. These risks, among others, could adversely affect the performance of our strategies invested in
securities of non-U.S. issuers and may be particularly acute in the emerging or less developed markets in which we
invest. As a result, we may be unable to attract or retain client investments in these strategies or assets invested in
these strategies may experience significant declines in value, and our results of operations may be negatively affected.
Due to the substantial cost and time required to introduce new investment strategies, we may not be able to
successfully introduce new investment strategies in a timely manner, or at all.

We have incurred significant costs to develop new investment strategies, launch new mutual funds under the
Westwood Funds® name, launch UCITS funds and upgrade our business infrastructure. We expect to continue to
incur significant costs related to such improvements.

The development of new investment strategies, whether through acquisition or internal development, requires a
substantial amount of time and significant financial resources, including expenses related to compensation, sales and
marketing, information technology, legal counsel and other professional services. Our ability to market and sell a new
investment strategy depends on our financial resources, the investment performance of the specific strategy, the timing
of the offering and our marketing strategies. Once an investment strategy is developed, we must effectively introduce
the strategy to existing and prospective clients. Our ability to sell new investment strategies to existing and
prospective clients may depend on our ability to meet or exceed the performance of our competitors offering the same
or a similar strategy. We may not be able to manage the assets within a given investment strategy profitably and it
may take years before we produce the level of results that will attract clients. If we are unable to realize the benefits of
the costs and expenses incurred in developing new investment strategies, we may experience losses as a result of our
management of these investment strategies, and our ability to introduce further new investment strategies and compete
in our industry may be hampered.

To introduce new investment strategies, we may also seek to add new investment teams. To the extent we are unable
to recruit and retain investment teams that will complement our existing business model, we may not be successful in
further diversifying and increasing our investment strategies and client assets, which could have a material adverse
effect on our business and future prospects. The addition of a new team using an investment strategy with which we
may have limited or no experience could strain our operational resources and increase the possibility of operational
error. If any such new teams or strategies perform poorly and fail to attract sufficient assets, our results of operations
and reputation will be adversely affected.

Risks Related to our Business

Damage to our reputation could harm our business and have a material adverse effect on our results of operations.
Our brand is a valuable intangible asset that could be vulnerable to threats that can be difficult or impossible to
anticipate or control. Regulatory inquiries and rumors could damage our reputation, even if they are unfounded or
satisfactorily addressed. Damage to our brand could impede our ability to attract and retain customers and key
employees, and could reduce our assets under management, which would have a material adverse effect on our results
of operations.
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Our success depends on certain key employees and our ability to attract and develop new, talented professionals. Our
inability to attract and retain key employees could compromise our future success.

Our future success depends upon our ability to attract and retain professional and executive employees, including
investment, marketing, client service and management personnel. There is substantial competition for skilled
personnel within the asset management business, and the failure to attract, develop, retain and motivate qualified
personnel could negatively impact our business, financial condition, results of operations and future prospects. Only a
limited number of our employees, including our Chief Executive Officer, Chief Investment Officer and certain
investment employees, have employment contracts. Certain key employees do not have employment contracts and
generally can terminate their employment at any time. In order to retain or replace our key personnel, we may be
required to increase compensation, which would decrease net income. Additionally, investment and sales
professionals often maintain strong relationships with their clients, and their departure may cause us to lose client
accounts, which could have a material impact on our revenues and results of operations.

Failure to implement and maintain effective cyber security controls could disrupt our operations and have a material
adverse effect on our results of operations, reputation and stock price.

Our business is dependent on information technology systems and the cyber security controls we have in place to
protect those systems and the information contained therein. A failure of our controls to protect our information
technology from an external or internal attack or to prevent a breach of confidential client or competitive information
could materially interrupt our operations and expose us to regulatory and legal actions, which could have a material
adverse effect on our operating results, reputation and stock price.

Our business is vulnerable to systems failures that could have a material adverse effect on our business, financial
condition and results of operations.

Any delays or inaccuracies in securities pricing information or information processing could give rise to claims that
could have a material adverse effect on our business, financial condition and results of operations. We are highly
dependent on information systems and third-party vendors for securities pricing information, information processing
and updates for certain software. We may suffer a systems failure or interruption, whether caused by an earthquake,
fire, other natural disaster, power or telecommunications failure, unauthorized access, act of God, act of war, or
otherwise, and our back-up procedures and capabilities may be inadequate to prevent the risk of extended
interruptions in operations.

Misuse of assets and information in the possession of our employees could damage our reputation and result in costly
litigation and liability for our clients and us.

Our employees handle significant amounts of assets along with financial and personal information for our clients. Our
employees could misuse or improperly disclose such information, which could harm our reputation. We have
implemented a system of controls to minimize the risk of fraudulent use of assets and information; however, our
controls may be insufficient to prevent fraudulent actions by employees. If our controls are ineffective, we could be
subject to costly litigation, which could consume financial resources, distract management, damage our reputation and
result in regulatory sanctions. Such fraudulent actions could also adversely affect clients, causing them to seek redress.
Acquisitions involve inherent risks that could compromise the success of the combined business and dilute the
holdings of current stockholders.

As part of our long-term business strategy, we may pursue corporate development transactions including the
acquisition of asset management firms, mutual funds, private wealth firms, investment professionals or teams. See
“Item 1. Business — Growth Strategy.” If we are incorrect when assessing the value, strengths, weaknesses, liabilities and
potential profitability of such transactions, or if we fail to adequately integrate the acquired businesses or individuals,
the success of the combined business could be compromised. Business acquisitions are subject to the risks commonly
associated with such transactions including, among others, potential exposure to unknown liabilities of acquired
companies and to acquisition costs and expenses, the difficulty and expense of integrating the operations and
personnel of the acquired companies, potential disruptions to the business of the combined company and potential
diversion of management’s time and attention, the impairment of relationships with and the possible loss of key
employees and clients as a result of changes in management, potential litigation or other legal risks, potential
write-downs related to goodwill impairments in connection with acquisitions, and dilution to the stockholders of the
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combined company if the acquisition is made for stock of the combined company. In addition, investment strategies,
technologies or businesses of acquired companies may not be effectively assimilated into our business or may have a
negative effect on the combined company’s revenues or earnings. The combined company may also incur significant
expenses to complete acquisitions and support acquired investment strategies and businesses. Further, any such
acquisitions may be funded with cash, debt or equity, which could dilute the holdings or limit the rights of
stockholders. Finally, we may not be successful in identifying attractive acquisition candidates or completing
acquisitions on favorable terms.
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Our business involves risks of being engaged in litigation and liability that could increase our expenses and reduce our
results of operations.

Many aspects of our business involve substantial risks of liability. We could be named as defendants or co-defendants
in lawsuits or could be involved in disputes that involve the threat of lawsuits seeking substantial damages. As an
SEC-registered adviser, mutual fund adviser and publicly-traded entity, we are subject to governmental and
self-regulatory organization examinations, investigations and proceedings. Similarly, the investment strategies that we
manage could be subject to actual or threatened lawsuits and governmental and self-regulatory organization
investigations and proceedings, any of which could harm the investment returns or reputation of the applicable fund or
result in our being liable for any resulting damages. There has been an increased incidence of litigation and regulatory
investigations in the asset management industry in recent years, including customer claims, as well as class action
suits seeking substantial damages. While customers do not have legal recourse against us solely on the basis of poor
investment results, if our investment strategies perform poorly or we provide poor financial advise, we are more likely
to become subject to litigation brought by dissatisfied clients. In addition, to the extent customers are successful in
claiming that their losses resulted from fraud, negligence, willful misconduct, breach of contract or other similar
misconduct, these clients may have remedies against us, the mutual funds and other funds we advise or our investment
professionals under the federal securities laws or state law. See the discussion of our current legal proceedings in Item
3. “Legal Proceedings”.

Failure to properly address conflicts of interest could harm our reputation or cause clients to withdraw funds, each of
which could adversely affect our business and results of operations.

The SEC and other regulators have increased their scrutiny of potential conflicts of interest, and we have implemented
procedures and controls that we believe are reasonably designed to address these issues. However, appropriately
dealing with conflicts of interest is complex and if we fail, or appear to fail, to deal appropriately with conflicts of
interest, we could face reputational damage, litigation or regulatory proceedings, any of which may adversely affect
our results of operations.

In addition, as we expand the scope of our business and our client base, we must continue to monitor and address any
potential new conflicts between the interests of our stockholders and those of our clients. Our clients may withdraw
funds if they perceive conflicts of interest between the investment decisions we make for strategies in which they have
invested and our obligations to our stockholders. For example, we may limit the growth of assets in or close strategies
or otherwise take action to slow the flow of assets when we believe it is in the best interest of our clients, even though
our assets under management and investment management fees may be negatively impacted. Similarly, we may
establish or add new investment teams or expand operations into other geographic areas or jurisdictions if we believe
such actions are in the best interest of our clients, even though our results of operations may be adversely affected in
the short term. Although we believe such actions enable us to retain client assets and maintain our profit margins, if
clients perceive a change in our investment or operational decisions favors a strategy to maximize short term results,
they may withdraw funds, which could adversely affect our revenues and results of operations.

Insurance coverage may be inadequate or not cover legal and regulatory proceedings.

We maintain insurance coverage in amounts and on terms we believe appropriate to cover legal and regulatory
matters; however, we can make no assurance that there will be adequate coverage or that a claim will be covered by
our insurance policies at all. Additionally, insurance premiums may rise for substantially the same coverage amounts
and terms, which will increase our expenses and reduce our net income.

Various factors may hinder the declaration and payment of dividends.

We have historically paid a quarterly dividend. However, payment of future dividends is subject to the discretion of
our Board of Directors, and various factors may prevent us from paying dividends. Such factors include our financial
position, capital requirements and liquidity, stock repurchase plans, state corporate and banking law restrictions,
results of operations and such other factors as our Board of Directors may consider relevant. In addition, as a holding
company, our ability to pay dividends is dependent on the dividends and income we receive from our subsidiaries.
Currently, our primary source of cash consists of dividends from Westwood Management or Westwood Trust. The
payment of dividends by Westwood Trust is subject to the discretion of its Board of Directors and compliance with
applicable laws, including, in particular, the provisions of the Finance Code applicable to Westwood Trust. See “Item
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We may not be able to fund future capital requirements on favorable terms, if at all.

We cannot be certain that financing to fund our working capital or other cash requirements, if needed, will be
available on favorable terms, if at all. Our capital requirements may vary greatly from quarter to quarter depending on,
among other things, capital expenditures, fluctuations in our operating results and financing activities. If future
financing becomes necessary, we may or may not be able to obtain financing on favorable terms, if at all. Further, any
future equity financings could dilute the relative percentage ownership of then existing common stockholders and any
future debt financings could involve restrictive covenants that limit our ability to take certain actions.

Failure to maintain effective internal controls could have a material adverse effect on our business and stock price.
Effective internal controls are necessary to provide reliable financial reports. If we cannot provide reliable financial
reports, our brand and operating results could be harmed. All internal control systems, no matter how well designed,
have inherent limitations and even systems determined to be effective can provide only reasonable assurance with
respect to financial statement preparation and presentation.

We cannot be certain that the measures we take to evaluate and improve our internal controls will ensure that we
implement and maintain adequate controls over our financial processes and reporting. Any failure to implement
required new or improved controls, or difficulties encountered in their implementation, could harm our operating
results or cause us to fail to meet our reporting obligations. If we fail to maintain the adequacy of our internal controls,
as such standards are modified, supplemented or amended, we may not be able to ensure that we can conclude that we
have effective internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act of
2002. Failure to achieve and maintain an effective internal control environment could cause investors to lose
confidence in our reported financial information, which could have a material adverse effect on our stock price.

Our stock is thinly traded and may be subject to volatility.

Although our common stock is traded on the New York Stock Exchange, it may remain relatively illiquid, or “thinly
traded,” which can increase share price volatility and make it difficult for larger investors to buy or sell shares in the
public market without affecting the quoted share price. Investors may be unable to buy or sell a certain quantity of our
shares in the public market within one or more trading days. If limited trading in our stock continues, it may be
difficult for holders to sell their shares in the public market at any given time at prevailing prices.

The prevailing market price of our common stock may fluctuate significantly in response to a number of factors, some
of which are beyond our control, including (among other factors): actual or anticipated fluctuations in operating
results; changes in market valuations of other similarly situated companies; additions or departures of key personnel;
future sales of common stock; deviations in net revenues or in losses from levels expected by the investment
community; and trading volume fluctuations.

Our organizational documents contain provisions that may prevent or deter another group from paying a premium
over the market price to our stockholders to acquire our stock.

Our organizational documents contain provisions that require a vote of two-thirds of the shares of stock entitled to
vote to remove directors for cause, establish that stockholders cannot act by written consent, and that authorize our
Board of Directors to issue, without shareholder approval, blank check preferred stock. In addition, as a Delaware
corporation, we are subject to Section 203 of the Delaware General Corporation Law relating to business
combinations. These provisions could delay, deter or prevent a merger, consolidation, tender offer or other business
combination or change of control involving us that could include a premium over the market price of our common
stock that some or a majority of our stockholders might consider to be in their best interests.

We are a holding company dependent on the operations and funds of our subsidiaries.

We are a holding company, with no revenue-generating operations and no assets other than our ownership interests in
Westwood Management, Westwood Trust and Westwood International. Accordingly, we are dependent on the cash
flow generated by these operating subsidiaries and rely on dividends or other intercompany transfers from our
operating subsidiaries to generate the funds necessary to meet our obligations.
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Risks Related to our Clients

Competitive fee pressures could reduce revenues and profit margins.

To the extent we have to compete on the basis of price, we may not be able to maintain our current fee structure.
Although our investment management fees vary from product to product, we have competed primarily on the
performance of our products and client service rather than on the level of our investment management fees relative to
our competitors. In recent years there has been a trend toward lower fees in the investment management industry. In
order to maintain our fee structure in a competitive environment, we must be able to continue to provide clients with
investment returns and service levels that make investors willing to pay our fees. We cannot be assured that we will
succeed in providing investment returns and service levels that will allow us to maintain our current fee structure. Fee
reductions on existing or future new business could have an adverse effect on our profit margins and results of
operations.

In addition, we have performance fee agreements with a few clients, who pay us a fee if we outperform a specified
index over predetermined periods of time. We may not be able to outperform such indexes, and failure to do so would
cause us to earn none or only part of those potential revenues, which could have a material adverse effect on our
revenues and results of operations. Our revenues from performance-based fees could fluctuate significantly from one
measurement period to the next, depending on how we perform relative to the indexes specified in these agreements.
For example, we earned performance fees of $0.6 million in 2016, $2.7 million in 2015 and $3.8 million in 2014.

Our business is dependent on investment advisory, subadvisory and trust agreements that are subject to termination or
non-renewal. As a result, we could lose clients on very short notice.

Substantially all of our revenues are derived pursuant to investment advisory, subadvisory and trust agreements with
our clients. Investors in funds that we advise or subadvise may redeem their investments at any time without prior
notice, thereby reducing our assets under management. These investors may redeem for any reason, including general
financial market conditions, our absolute or relative investment performance or their own financial condition and
requirements. In a declining stock market, the pace of redemptions could accelerate. Redemption of a substantial
amount of investments or a termination or failure to renew a material number of these agreements would adversely
affect our revenues and have a material adverse effect on our earnings and financial condition.

A small number of clients account for a substantial portion of our business, and a reduction or loss of business with
any of these clients could have a material adverse effect on our business, financial condition and results of operations.
Our ten largest clients accounted for approximately 20% of our fee revenue for each of the years ended December 31,
2016, 2015 and 2014. We are dependent to a significant degree on our ability to maintain our relationships with these
clients. There can be no assurance that we will be successful in maintaining existing client relationships, securing
additional clients or achieving the superior investment performance necessary to earn performance-based advisory
fees. Our failure to retain one or more of these large clients or to establish profitable relationships with additional
clients could have a material adverse effect on our business, financial condition and results of operations.

Item 1B. Unresolved Staff Comments.

None.

Item 2.Properties.

Westwood, Westwood Management and Westwood Trust conduct their principal operations using approximately
40,000 square feet of leased office space in Dallas, Texas pursuant to a lease with an initial term that expires in 2026.
In addition, we lease approximately 8,000 square feet of office space in Houston, Texas pursuant to a lease with a
term that expires in June 2024, approximately 5,000 square feet of office space in Omaha, Nebraska pursuant to a
lease with a term that expires in July 2019 and approximately 2,000 square feet of office space in Framingham,
Massachusetts pursuant to a lease with a term that expires in April 2018. Westwood International conducts its
principal operations using approximately 6,000 square feet of office space in Toronto, Ontario pursuant to a lease with
a term that expires in May 2018. We continue to assess these facilities to ensure their adequacy to serve our
anticipated business needs.
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Item 3.Legal Proceedings.

We are subject from time to time to certain claims and legal proceedings arising in the ordinary course of our
business.

On August 3, 2012, AGF Management Limited and AGF Investments Inc. (together “AGF”) filed a lawsuit in the
Ontario Superior Court of Justice against Westwood, certain Westwood employees and Warren International, LLC, an
executive recruiting firm. The action relates to the hiring of certain members of Westwood’s global and emerging
markets investment team previously employed by AGF. AGF is alleging that the former employees breached certain
obligations when they resigned from AGF and that Westwood and Warren induced such breaches. AGF is seeking an
unspecified amount of damages and punitive damages of $10 million CDN in the lawsuit. On November 5, 2012,
Westwood issued a response to AGF’s lawsuit with a counterclaim against AGF for defamation. Westwood is seeking
$1 million CDN in general damages, $10 million CDN in special damages, $1 million CDN in punitive damages, and
costs. On November 6, 2012, AGF filed a second lawsuit against Westwood, Westwood Management and an
employee of a Westwood subsidiary, alleging that the employee made defamatory statements about AGF. In this
second lawsuit, AGF is seeking $5 million CDN in general damages, $1 million CDN per defendant in punitive
damages, unspecified special damages, interest and costs. The pleadings phase was completed in 2013, and we
continue to be in the discovery phase.

While we intend to vigorously defend both actions and pursue the counterclaims, we are currently unable to estimate
the ultimate aggregate amount of monetary gain, loss or financial impact of these actions and counterclaims. We have
agreed with our Directors & Officers insurance provider that 50% of the defense costs related to both AGF claims,
excluding Westwood’s counterclaim against