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A. REGISTRANT IDENTIFICATION

NAME OF FIRM: Avantax Investment Services, Inc.
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OATH OR AFFIRMATION

1, Chris Rod , swear (or affirm) that, to the best of my knowledge and belief, the
financial report pertaining to the firm of Avantax Investment Services, Inc. , as of
December 31 ,2021  istrue and correct. | further swear (or affirm) that neither the company nor any

partner, officer, director, or equivalent person, as the case may be, has any proprietary interest in any account classified solely

as that of a customer.
Signature/z
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Title:
Financial Operations Principal

Nefafy Public

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

(a) Statement of financial condition.

(b) Notes to consolidated statement of financial condition.

(c) Statement of income (loss) or, if there is other comprehensive income in the period(s) presented, a statement of
comprehensive income (as defined in § 210.1-02 of Regulation S-X).

(d) Statement of cash flows.

(e) Statement of changes in stockholders’ or partners’ or sole proprietor’s equity.

(f) Statement of changes in liabilities subordinated to claims of creditors.

(g) Notes to consolidated financial statements.

(h) Computation of net capital under 17 CFR 240.15¢3-1 or 17 CFR 240.18a-1, as applicable.

(i) Computation of tangible net worth under 17 CFR 240.18a-2.

(j) Computation for determination of customer reserve requirements pursuant to Exhibit A to 17 CFR 240.15c¢3-3.

(k) Computation for determination of security-based swap reserve requirements pursuant to Exhibit B to 17 CFR 240.15¢3-3 or
Exhibit A to 17 CFR 240.18a-4, as applicable.

(I) Computation for Determination of PAB Requirements under Exhibit A to § 240.15c3-3.

(m) Information relating to possession or control requirements for customers under 17 CFR 240.15c3-3.

(n) Information relating to possession or control requirements for security-based swap customers under 17 CFR
240.15c3-3(p)(2) or 17 CFR 240.18a-4, as applicable.

(o) Reconciliations, including appropriate explanations, of the FOCUS Report with computation of net capital or tangible net
worth under 17 CFR 240.15¢3-1, 17 CFR 240.18a-1, or 17 CFR 240.18a-2, as applicable, and the reserve requirements under 17
CFR 240.15¢3-3 or 17 CFR 240.18a-4, as applicable, if material differences exist, or a statement that no material differences
exist.

(p) Summary of financial data for subsidiaries not consolidated in the statement of financial condition.

(q) Oath or affirmation in accordance with 17 CFR 240.17a-5, 17 CFR 240.17a-12, or 17 CFR 240.18a-7, as applicable.

(r) Compliance report in accordance with 17 CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable.

(s) Exemption report in accordance with 17 CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable.

(t) Independent public accountant’s report based on an examination of the statement of financial condition.

(u) Independent public accountant’s report based on an examination of the financial report or financial statements under 17
CFR 240.17a-5, 17 CFR 240.18a-7, or 17 CFR 240.17a-12, as applicable.

(v) Independent public accountant’s report based on an examination of certain statements in the compliance report under 17
CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable.

(w) Independent public accountant’s report based on a review of the exemption report under 17 CFR 240.17a-5 or 17

CFR 240.18a-7, as applicable.

(x) Supplemental reports on applying agreed-upon procedures, in accordance with 17 CFR 240.15¢3-1e or 17 CFR 240.17a-12,
as applicable.

(y) Report describing any material inadequacies found to exist or found to have existed since the date of the previous audit, or
a statement that no material inadequacies exist, under 17 CFR 240.17a-12(k).

(z) Other:

**To request confidential treatment of certain portions of this filing, see 17 CFR 240.17a-5(e)(3) or 17 CFR 240.18a-7(d)(2), as
applicable.
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Ernst & Young LLP Tel: +1 214 969 8000
One Victory Park Fax: +1 214 969 8587
Suite 2000 ey.com

Building a better 2323 Victory Avenue
working world Dallas, TX 75219

Report of Independent Registered Public Accounting Firm

To Those Charged with Governance and Management of Avantax Investment Services, Inc.
Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Avantax Investment Services, Inc. (the “Company”)
as of December 31, 2021 and the related notes (the “financial statement”). In our opinion, the financial statement presents
fairly, in all material respects, the financial position of the Company at December 31, 2021, in conformity with U.S. generally
accepted accounting principles.

Basis for Opinion

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

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

Ernst 3 feen D Lot

We have served as the Company’s auditors since 2012.

March 1, 2022

A member firm of Ernst & Young Global Limited



AVANTAX INVESTMENT SERVICES, INC.

Statement of Financial Condition

December 31, 2021
Assets
Assets:
Cash and cash equivalents $ 16,808,040
Commissions and accounts receivable 30,574,665
Receivable from Parent, net 1,553,924
Deferred expenses 2,140,029
Other assets 22,835,011
Intangibles, net 89,497,061
Goodwill 148,461,302
Total assets $ 311,870,032
Liabilities and Shareholder’s Investment
Liabilities:
Commissions payable $ 14,577,993
Deferred revenue 2,612,623
Other liabilities and accrued expenses 2,007,209
Deferred tax liability 20,881,269
Total liabilities 40,079,094
Shareholder’s investment:
Common stock, $0.032 par value. Authorized 900,000 shares; 17,472
issued and outstanding 546,000 shares
Additional paid-in capital 348,865,264
Accumulated deficit (77,091,798)
Total shareholder’s investment 271,790,938
Total liabilities and shareholder’s investment $ 311,870,032

See accompanying notes to financial statements.



AVANTAX INVESTMENT SERVICES, INC.
Notes to Statement of Financial Condition

Year ended December 31, 2021

(1) Organization and Summary of Significant Accounting Policies

(@)

(b

©

(d)

(@

Organization and Business

Avantax Investment Services, Inc. (the Company), a wholly owned subsidiary of Avantax Wealth Management,
Inc. (the Parent), was incorporated in April 1983 as a Texas corporation. The ultimate parent company of the
Parent is Blucora, Inc. (Blucora). The Company is a securities broker-dealer firm registered with the Securities
and Exchange Commission (SEC) and securities regulatory commissions in all 50 states, the District of
Columbia, the Commonwealth of Puerto Rico, and the United States Virgin Islands. The Company is a member
of the Financial Industry Regulatory Authority (FINRA), the Securities Industry and Financial Markets
Association, and the Securities Investor Protection Corporation. The Company clears security transactions
through National Financial Services on a fully disclosed basis. Accordingly, the Company operates under the
exemptive provisions of the SEC Rules 15¢3-3(k)(2)(i) and 3(k)(2)(ii) as well as effecting securities
transactions via subscriptions on a subscription way basis where the funds are payable to the issuer or its agent
and not the Company.

The financial statements have been prepared in accordance with U.S. generally accepted accounting principles
(GAAP).

Cash and Cash Equivalents

Included in cash and cash equivalents are cash balances of $14,133,231 and highly liquid investments with an
original maturity of three months or less in the amount of $2,674,809.

Cash Required to be Segregated Under Federal or Other Regulations

At December 31, 2021 there was no cash segregated in a special bank account for the exclusive benefit of
customers under Rule 15¢3-3 of the Securities and Exchange Commission.

Commissions and accounts receivable

Commissions, including trailers, which are earned but not yet received, are accrued by the Company. The
settlement of these commissions occurs on a regular basis and the amount of unsettled credit exposure is limited
to the amount owed the Company for a short period of time. There is no history of payment default and the
Company does not anticipate any change to this trend based on current or projected information. Accrued
commissions are charged off at either 60 or 90 days depending on the product type.

Concentrations of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily of
cash equivalents and commissions and accounts receivable. These instruments are generally unsecured and
uninsured. For cash equivalents and commissions receivable, the Company attempts to manage exposure to
counterparty credit risk by only entering into agreements with major financial institutions and investment
sponsors that are expected to be able to fully perform under the terms of the applicable agreement. Accounts
receivable are typically unsecured and are derived from revenues earned from customers primarily located in
the United States operating in a variety of geographic areas.



AVANTAX INVESTMENT SERVICES, INC.
Notes to Statement of Financial Condition (Continued)

Year ended December 31, 2021

(f) Fair Values of Assets and Liabilities

The Company measures its cash equivalents at fair value. The Company considers the carrying values of cash
required to be segregated under federal or other regulations, commissions and accounts receivable, receivable
from Parent, net, deferred expenses, other assets, commissions payable, amounts due on clearing transactions,
deferred revenue, and other liabilities and accrued expenses to approximate fair values primarily due to their
short-term natures.

In accordance with ASC 820, "Fair Value Measurements and Disclosures," certain of the Company's assets and
liabilities are carried at fair value and are valued using inputs that are classified in one of the following three
categories:

Level 1: Quoted market prices in active markets for identical assets or liabilities.

Level 2: Observable market-based inputs, other than Level 1, or unobservable inputs that are corroborated by
market data.

Level 3: Unobservable inputs that are not corroborated by market data and reflect the Company’s own
assumptions.

The fair value hierarchy of the Company's financial assets and liabilities carried at fair value and measured on
a recurring basis was as follows:

Fair value measurements at the reporting date using:
Quoted prices in

active markets Significant other Significant
using identical observable unobservable
December 31, assets inputs inputs
2021 (Level 1) (Level 2) (Level 3)
Cash equivalents $2,674,809 $2,674,809 - =

Cash equivalents are classified within Level 1 of the fair value hierarchy because the Company values them
utilizing quoted prices in active markets.

(g) Income Taxes

The Company is included in the consolidated federal income tax return of Blucora and allocated a portion of
the consolidated tax liability in accordance with the tax sharing agreement between the Company and Blucora.
These financial statements have been prepared as if the Company had filed a separate return. As a result, the
tax treatment of certain items reflected in these financial statements may not be reflected in the consolidated
financial statements and tax returns of Blucora. Therefore, such items as net operating losses, tax credits and
other similar loss carryforwards, and other deferred taxes may exist in these financial statements that may not
exist or will differ from the amounts reported in Blucora’s consolidated financial statements. Blucora also files
combined state income tax returns in certain states and standalone state income tax returns in certain states.
State income taxes are also allocated to the Company for states where the Company files on a combined basis.
The Company records its share of the consolidated tax liability in Receivable from Parent, net.



AVANTAX INVESTMENT SERVICES, INC.
Notes to Statement of Financial Condition (Continued)

Year ended December 31, 2021

The Company accounts for income taxes under the asset and liability method, under which deferred tax assets,
including net operating loss carryforwards, and deferred tax liabilities are determined based on temporary
differences between the book and tax bases of assets and liabilities. The Company periodically evaluates the
likelihood of the realization of deferred tax assets and reduces the carrying amount of the deferred tax assets
by a valuation allowance to the extent the Company believes it is more likely than not a portion will not be
realized. The Company considers many factors when assessing the likelihood of future realization of the
deferred tax assets, including expectations of future taxable income, recent cumulative earnings experience by
taxing jurisdiction, and other relevant factors. There is a wide range of possible judgments relating to the
valuation of the Company's deferred tax assets.

The Company records liabilities to address uncertain tax positions that have been taken in previously filed tax
returns or that are expected to be taken in a future tax return. The determination for required liabilities is based
upon an analysis of each individual tax position, taking into consideration whether it is more likely than not
that the tax position, based on technical merits, will be sustained upon examination. The tax benefit to be
recognized in the financial statements from such a position is measured as the largest amount of benefit that
has a greater than 50% cumulative likelihood of being realized upon ultimate settlement with the taxing
authority. The difference between the amount recognized and the total tax position is recorded as a liability.
The ultimate resolution of these tax positions may be greater or less than the liabilities recorded.

(h) Amounts Due on Clearing Transactions

@)

0

The Company remits customer funds on certain clearing transactions on a settlement-date basis rather than on
a trade-date basis. Under the settlement-date basis of the remittance, the Company holds customer funds from
the trade date until the time at which the trades are cleared by the product sponsor (not to exceed two business
days). At December 31, 2021 there were no such customer transactions in process and there was no amount
due on clearing transactions.

Financial Professional Forgivable Loans

The Company provides certain financial professionals with loans as part of the Company’s recruiting and
retention strategy for key revenue producing financial professionals. These loans are generally forgivable over
a 5 to 10 year period based upon continued affiliation with the Company. If the financial professional leaves
before the term expires, the balance is immediately due and payable. The Company estimates an allowance for
credit loss related to these loans at inception using estimates and assumptions based on historical loss
experience and expectations of future loss rates. The Company monitors the adequacy of these estimates on a
periodic basis against actual trends experienced. The allowance for credit loss associated with these loans was
not material as of December 31, 2021. As of December 31, 2021, outstanding loans issued to financial
professionals were $22.0 million and were included in other assets on the accompanying statement of financial
condition. Substantially all of our outstanding financial professional loans are considered forgivable.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.



AVANTAX INVESTMENT SERVICES, INC.
Notes to Statement of Financial Condition (Continued)

Year ended December 31, 2021

(k) Goodwill and Intangible Assets

We test goodwill for impairment annually, as of November 30, or more frequently when events or
circumstances indicate that impairment may have occurred. For purposes of our goodwill impairment testing,
we have only one reporting unit.

We test goodwill for impairment either by assessing qualitative factors to determine whether it is more likely
than not that fair value is less than the carrying amount, or by performing a quantitative test. Qualitative factors
include industry and market conditions, overall financial performance, and other relevant events and
circumstances affecting each reporting unit. If we choose to perform a qualitative assessment and after
considering the totality of events or circumstances, we determine it is more likely than not the fair value is less
than its carrying amount, we perform a quantitative fair value test. Our quantitative test utilizes a discounted
cash flow model, known as the income approach. The income approach involves judgmental assumptions,
including forecasted future cash flows expected to be generated over an extended period of time, long-term
growth rates, and our weighted average cost of capital. The weighted average cost of capital factors in the
relevant risk associated with business-specific characteristics and the uncertainty of achieving projected cash
flows. These assumptions are unobservable inputs and are considered Level 3 measurements. Impairment is
recognized as the excess of the reporting unit’s carrying amount, including goodwill, over it’s fair value.

() Recently Adopted Accounting Pronouncements
There were no material new accounting pronouncements adopted during the year ended December 31, 2021.
(2) Net Capital Requirements
The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1),
which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to
net capital (ratio of AI/NC), both as defined, shall not exceed 15-to-1. Minimum net capital cannot be less than

$250,000 or 6 %/3% of aggregate indebtedness, whichever is greater. At December 31, 2021, the Company had net
capital, required net capital, excess net capital, and a ratio of AI/NC as follows:

Net capital $ 11,071,426
Required net capital 1,291,189
Excess net capital $ W
Ratio of AI/NC o 17494%

The Company is exempt from the provisions of SEC Rule 15¢3-3, Customer Protection — Reserves and Custody
of Securities. Accordingly, the Computation for Determination of Reserve Requirements and Information
Relating to the Possession or Control Requirements are not required.
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AVANTAX INVESTMENT SERVICES, INC.
Notes to Statement of Financial Condition (Continued)

Year ended December 31, 2021

Related-Party Transactions

The Company has a facilities and services agreement with its Parent. The Parent pays certain costs of the Company
other than commissions and, in turn, charges the Company a facilities and service fee. Per the agreement, expenses
incurred by the Parent solely for the benefit of the Company are directly charged through the fee. Shared services
incurred by the Parent are allocated to support entities through the fee based on a percentage of revenue. The
amount of this fee is shown in Facilities and service fee to Parent in the accompanying statement of income.
Included in the Receivable from Parent, net on the accompanying statement of financial condition is a $730,042
receivable resulting from this fee.

The Parent and Blucora generally pay income taxes on behalf of the Company and, in turn, charge the Company
for the payments. For the year, the Company paid taxes to the Parent and Blucora totaling $11,469,961.

Blucora has an Employee Stock Purchase Plan and may additionally grant incentive or non-qualified stock
options, stock, restricted stock units, stock appreciation rights and performance shares or performance units to
employees, non-employee directors, consultants, and financial professionals. The stock-based compensation is
accounted for by Blucora in accordance with ASC 718, Stock Compensation, which requires that compensation
related to all share-based awards be recognized in the financial statements. Blucora uses the Black-Scholes-
Merton valuation method to estimate stock-based compensation expense. A proportional amount of this expense
is allocated to the Company based on a percentage of revenue. Included in Other liabilities and accrued expenses,
on the accompanying statement of financial condition, is $545,346 resulting from this allocation.

Commitments and Contingencies

The Company's contractual commitments are $1,500,000 per year for the next five years and $2,625,000
thereafter. The Company's purchase commitments consist primarily of commitments to its clearing firm provider.

The Company indemnifies its clearing firm against specified potential losses in connection with providing
services to the Company. The Company’s maximum potential liability under this arrangement cannot be
quantified. However, management believes the likelihood that the Company would be required to make payments
under this arrangement is remote. Accordingly, no liability is recorded in the financial statements for this
arrangement.

From time to time, the Company is subject to various legal proceedings or claims that arise in the ordinary course
of business, including governmental and self-regulatory organization inquiries, investigations and proceedings.
The Company accrues a liability when management believes that it is both probable that a liability has been
incurred and the amount of loss can be reasonably estimated. Although the Company believes that resolving such
claims, individually or in aggregate, will not have a material adverse impact on its financial statements, these
matters are subject to inherent uncertainties.



AVANTAX INVESTMENT SERVICES, INC.

Notes to Statement of Financial Condition (Continued)

Year ended December 31, 2021

(5) Goodwill and Intangible Assets

The gross amount of goodwill and the amount of accumulated goodwill impairment were $194,041,270 and
$45,579,968, respectively, as of December 31, 2021 No impairment was recognized as of the Company’s annual

impairment test performed on November 30, 2021.

Intangible assets other than goodwill consisted of the following at December 31, 2021:

Weighted
average
amortization  Gross carrying  Accumulated Net carrying
period (years) amount amortization amount
Amortizing intangible assets:
Financial professional 20 $131,955,706 53,653,891 $ 78,301,815
relationships
Sponsor relationships 18 16,500,000 5,500,000 11,000,000
Proprietary software 6 7,468,155 7,468,155 0
Other intangible assets 4 439,304 439,304 0
Trade name 3 878,607 683,361 195,246
Total $157,241,772 67,744,711 $89,497,061

(6) Income Taxes

The tax effect of temporary differences that gave rise to our deferred tax assets and liabilities were as follows:

Deferred tax assets:
Accrued expenses
Deferred revenue
Forgivable loans
Other, net
Total gross deferred tax assets

Deferred tax liabilities:
Amortization expense
Deferred expenses

Total gross deferred tax assets

Net deferred tax assets (liabilities)

$171,126
277,818
428,324
83,701

960,969

(21,822,508)
(19,730)

(21,842,238)

$(20,881,269)
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AVANTAX INVESTMENT SERVICES, INC.
Notes to Statement of Financial Condition (Continued)

Year ended December 31, 2021

Included in Receivable from Parent, net is a current tax liability of $2,240,779.

At December 31, 2021, the Company determined that no valuation allowance was necessary for its deferred tax
assets based upon its assessment of whether it is more likely than not that the Company will generate sufficient
future taxable income necessary to realize the deferred tax benefits. The primary temporary difference that gives
rise to the deferred tax liability relates to intangible assets created from the purchase of the Company in 2015.

There was no change to the Company's uncertain tax positions for the calendar year ending December 31, 2021.
The total amount of the deferred tax asset for uncertain tax position at December 31, 2021, is $284,871.

As of December 31, 2021, the Company’s U.S. federal tax returns for the years 2018 — 2020 remain open under
the normal three-year statute of limitations and are therefore subject to examination.

Subsequent Events

The Company has evaluated subsequent events from the statement of financial condition date through the date
the financial statements were available to be issued and determined there are no items to be disclosed.



