H& R Block Reports Third Quarter Financial Results
February 23, 2006 4.05 PM ET
KANSASCITY, Mo.--(BUSINESS WIRE)--Feb. 23, 2006--H& R Block Inc. (NY SE: HRB)

e Revenues Up; Earnings Impacted by Lower Mortgage Results and Litigation Settlement Cost
e Corporate Tax Remediation to Result in Prior-Period Restatement

e Full-Year Earnings Guidance Changed to $1.65 to $1.85 per Share

H&R Block Inc. (NY SE: HRB) today reported that revenues rose 12 percent in its fiscal third quarter to $1.2 billion from
$1.0 billion in the prior-year period. Slightly lower revenuesin Mortgage Services were offset by higher revenuesin al
other segments of the company's operations.

Net earnings were $28.8 million, or 9 cents per diluted share, for the third quarter of fiscal 2006. The quarterly results
include an after-tax charge of $31.7 million, or 10 cents per share, for a previously announced proposed litigation
settlement and associated legal costs. For the third quarter of 2005, net earnings were $92.3 million, or 28 cents per share,
which included the benefit of a$10.1 million after-tax legal recovery representing 3 cents per share.

"Aswe head into our busiest quarter of the year, we've seen an industry-wide slower start to the tax filing season thanin
previous years," said Mark A. Erngt, chairman and chief executive officer. "Early season operating challenges experienced
in our tax business further hurt our January comparative results. Results since January have begun to reverse the effects of
this later start.

"Within our Mortgage business, pricing changes we implemented over the past five months have begun to have the effect
that we expected in terms of improving gainson sale," said Ernst. "L oan origination levels have been at the lower end of
our expectations as competitive pressuresin the industry continue. We continue to take those actions that we believe will
optimize the profitability of our business going forward."

Tax Services pretax earnings improved 3 percent over last year's quarter, excluding the effect of the litigation charge, driven
by higher pricing. Mortgage Services earnings increased 46 percent over the previous quarter but were down 42 percent
over year-ago results. Results for both Investment Services and Business Services matched the company's expectations.

As part of its ongoing work to remediate control weaknesses in its corporate tax function, the company said that it will
restate its results for fiscal years 2005 and 2004, as well as previously reported quarterly results for fiscal 2006. The
restatement pertains principally to errorsin determining the company's state effective income tax rate, resultingin a
cumul ative understatement of its state income tax liability of approximately $32 million as of April 30, 2005. The
company estimates that the restatement will result in a 7-cent decrease in earnings per share in fiscal 2005 and a 2-cent
decrease in earnings per sharein fiscal 2004. The company has not completed its analysis of the restatement adjustments,
and, accordingly, the effects of the restatement on all prior periods are preliminary and subject to change. These
adjustments are also being reviewed with the company's registered public accounting firm. The company will report in
amended filings with the Securities and Exchange Commission the further restatement of results for fiscal years 2005 and
2004, and restatements for the first two quarters of fiscal 2006 for the income tax adjustments.

The company has updated its fiscal 2006 earnings guidance to arange of $1.65 to $1.85 per share, down from its previous
range of $1.90 to $2.15 per share. The new range reflects results to date for fiscal 2006 and excludes the litigation and any
specia charges.

Commenting on the outlook for the company's results, Ernst said, "Given the continued aggressive pricing in the mortgage
industry and our slow start to the tax season, we believe that it is prudent to take a cautious view of the fourth quarter.”
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For the nine months ended Jan. 31, 2006, H& R Block reported a net loss of $81.4 million, or 25 cents per share, compared
with earnings of $8.8 million, or 3 cents per share, for the same period of fiscal 2005. Nine-month revenues rose 15
percent to $2.4 billion in fiscal 2006 from $2.1 billion last year.

Tax Services

Third quarter fiscal 2006 revenues increased 3 percent to $548.5 million from $531.1 million in the prior-year period.
Pretax earnings of $13.2 million in the current quarter were down $50.5 million from last year. Excluding the impact of the
$52.2 million litigation charge, pretax earnings increased approximately 3 percent.

Both years include expenses for expanding the capacity and size of the H& R Block retail network. Just over 1,000 new
U.S. retail locations have opened for thistax season, consisting of approximately 750 company-owned regular and shared
office locations, and 250 franchise regular and shared office locations.

The average fee per client served for company-owned and franchise operations increased 6.0 percent to $151.61 for the
month of January 2006, hel ping to lift revenues and offsetting a 2.2 percent decrease in retail clients served.

Early tax season results through Feb. 15 for company-owned and franchise operations include a 1.8 percent increase in tax
preparation and related fees over the comparable period of last year. There was a 6.1 percent increase in average fee per
client to $152.66, which offset a 4.1 percent decreasein clients served.

"A later start to the tax season for both H& R Block and the industry has put us behind where we were at this point last
year," Ernst said. Thefirst peak of the filing season has been occurring later and later over the past few years, he noted.

"Technology problems across the H& R Block network in early January impacted our ability to serve clientsin those
crucial early weeks. While those problems have been corrected, we missed the opportunity to serve nearly 250,000 clients
at atime of year when quick accessto their tax refunds was the key concern in selecting atax services provider," Ernst
said.

"We're pleased with the start we've had for TaxCut software and online products, and we are accomplishing the strategic
objective we had for this business of building a more significant presencein the digital market," Ernst said. The company
implemented an integrated TaxCut marketing and brand-building campaign this year, and revamped the products look and
feel for ease of use and an improved client experience.

Tax Servicesincreased its revenues to $686.5 million for the first nine months of fiscal 2006 versus $655.6 million in the
fiscal 2005 period, and reported a pretax loss of $274.2 million (including the $52.2 million litigation charge) versus last
year's $182.9 million loss.

Mortgage Services

Pretax income in Mortgage Services declined in the fiscal 2006 third quarter to $67.5 million from $115.5 million last year.
Revenues slipped to $296.5 million in the current-year quarter from $308.9 million ayear ago, despite a higher
contribution from loan servicing.

Loan origination volume of $9.0 billion increased 7 percent over the year-ago quarter but was off 29 percent from record
volume posted in the second quarter of fiscal 2006, primarily as aresult of interest rate increases and the somewhat slower
U.S. housing market.

Gain on sale margin increased to 2.55 percent versus 1.57 percent in the previous quarter. Lower origination volume was
the primary cause for an increase in third quarter mortgage origination costs, which reached 2.12 percent versus 1.79
percent in the fiscal 2006 second quarter. The net margin of 0.39 percent was near the low end of the company'starget for
the quarter.
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Total gain on sale for Mortgage Services was $157.9 million in the current quarter, 20 percent lower than $198.6 million in
last year's period.

As part of their continuing efforts to improve cost structures and streamline processes, Option One and H& R Block
Mortgage are consolidating a number of operations to better compete in the aggressive operating environment that has
developed over the past year. These actions include consolidation of Option One branch offices and, within H& R Block
Mortgage, the closing of small financial centers and consolidation of regional call centers. The actions will reduce staffing
by about 600 positions and result in a pretax charge of approximately $10 million to $12 million to be recorded in the
fourth quarter of fiscal 2006.

"The changes we're making will help ensure the long-term competitiveness of our mortgage businesses," Ernst said. "These
actions, along with steps taken to streamline our processes and utilize new technologies, are part of our focus on reducing
our cost of origination."

Option One increased its mortgage servicing portfolio 30 percent to $76.8 hillion at the end of this year'sthird quarter
versus $59.0 billion ayear earlier. Servicing revenues advanced 45 percent to $106.1 million in the current quarter from
$72.9 million in the year-ago period, and servicing pretax earnings increased by about $7 million.

The company realized a net write-up to residuals of $13.1 million in the quarter, which was recorded in other
comprehensive income, net of deferred taxes. The company also recorded $8.6 million of impairments, which is recorded
in gains on sales of mortgage assets in the income statement.

For the first nine months of fiscal 2006, revenues of $943.1 million were 9 percent ahead of last year's $865.2 million, and
pretax income was $248.2 million, compared with $333.0 million in the fiscal 2005 period.

Business Services

In the fiscal 2006 third quarter, the Business Services segment posted a pretax loss of $1.0 million, compared with
earnings of $5.9 millionin the prior year. The current quarter figure includes off-season losses from the recently acquired
American Express Tax and Business Services (Amex TBS) business. Revenues rose 77 percent to $235.8 million from
$132.9 million ayear earlier. Excluding the acquisition, quarterly revenues increased approximately 6 percent for the
segment.

"The results for the quarter are consistent with our expectations and reflect solid progress with the Amex TBS
integration,” Ernst said. "Aswe move into our most significant quarter of the year for this business, we fedl confident that
our efforts will continue to demonstrate the strong position we're developing in this market."

Nine-month fiscal 2006 revenues of $529.5 million were 43 percent greater than $371.0 million in last year's period. Pretax
loss was $9.9 million, including a $9.3 million loss related to the Amex TBS acquisition, versus last year's pretax |oss of
$9.0 million.

Investment Services

Investment Services posted its fourth consecutive quarter of improved year-over-year results. The pretax loss of $7.7
million in the quarter was 61 percent better than aloss of $19.8 million in the third quarter of fiscal 2005. Included in the
guarterly lossin both yearsis $9.2 million of intangible amortization. Revenues in the fiscal 2006 third quarter rose 18
percent to $73.2 million from $62.1 million in the prior-year period.

The improvements were driven by higher production levels, higher net interest revenues due to higher rates and the
benefits of cost control.

"The steady performance improvement at H& R Block Financial Advisors continues to be encouraging,” Ernst said. "We
have expanded relationships between our financial advisors and tax professionals to serve more of the financia needs of

Page 3/13



our clients, and we've been successful in moving clients from Tax Services into Financia Advisor account relationships.”

Fiscal year to date through January 2006, nearly 11,000 new funded accounts from tax clients were opened, contributing
assets of $542 million and about $8 million in revenues, a 55 percent improvement over the prior-year period. Total assets
under administration at the end of January 2006 were $31.4 hillion, up 11 percent year-over-year.

For the first nine months of fiscal 2006, revenues increased 25 percent to $211.2 million from $169.4 million in the
prior-year period, and the pretax loss declined 62 percent to $23.1 million from $60.9 million.

Dividend Declared

H& R Block's board of directors declared a quarterly cash dividend of 12.5 cents per share, payable April 3, 2006, to
shareholders of record March 13, 2006. The payment will be the company's 174th consecutive quarterly dividend.

Conference Call

H&R Block will host a conference call for analysts, institutional investors and shareholders at 5 p.m. EST (4 p.m. CST)
Feb. 23. Mark A. Erngt, chairman and chief executive officer, and William L. Trubeck, executive vice president and chief
financial officer, will discuss the quarter and future expectations, as well as respond to analysts' questions. To access the
call, please dial the number below approximately 5 to 10 minutes prior to the scheduled starting time:

U.S./Canada 888-425-2715 -- Access Code 2013187
International 706-679-8257 -- Access Code 2013187

The call will be webcast in alisten-only format for the mediaand public. The link to the webcast can be obtained at
www.hrblock.com. Supplemental financial and statistical information will be available in connection with the webcast, or
can be accessed directly on H& R Block's Investor Relations Web site at www.hrblock.com/about/investor following
market close.

A replay of the call will be available beginning at 6 p.m. EST Feb. 23 and continuing until 12 am. EST March 10, by
dialing 800-642-1687 (U.S./Canada) or 706-645-9291 (International). The replay access code is 2013187. A replay of the
webcast will also be available on the company's Web site at www.hrblock.com/about/investor.

Except for historical information contained herein, the matters set forth in this press release are forward-looking
statements based upon current information and expectations. Such statements speak only as of the date on which they are
made, are not guarantees of future performance, and involve certain risks, uncertainties and assumptions that could cause
actual resultsto differ materially from what is expressed, implied or forecast in such forward-looking statements.

Such differences could be caused by a number of factors, including, but not limited to: the uncertainty that the company
will achieve or exceed its revenue, earnings, and earnings-per-share growth goals or expectations for fiscal year 2006; the
uncertainty of the impact and effect of the company's restatements of its financial statements; the uncertainty of the
company's ability to purchase shares of its common stock pursuant to the board's authorization; the uncertainty of the
effect of any share repurchases upon the company and its shareholders; changesin interest rates; changesin the
company's effective income tax rate; changes in economic, political or regulatory environments; changes in competition;
litigation involving the company and its subsidiaries; and risks described from time to time in reports and registration
statements filed by H& R Block Inc. and its subsidiaries with the Securities and Exchange Commission. Readers should
take these factors into account in evaluating such forward-looking statements.

About H& R Block

H&R Block Inc. (NY SE: HRB) isaleading provider of tax, financial, mortgage, accounting and business consulting services
and products. H& R Block isthe world's largest tax services provider, having prepared more than 400 million tax returns
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since 1955. The company and its subsidiaries generated revenues of $4.4 billion and net income of $636 millionin fiscal
year 2005 from operationsin four principal business segments:. tax preparation and advice viain-office, online and
software solutions; investment and financial advisory services; retail and wholesale mortgage services; and tax/accounting
/business consulting services for mid-sized businesses. Headquartered in Kansas City, Mo., H& R Block marketsits
services and products under three leading brands -- H& R Block, Option One and RSM McGladrey. For more information
visit our Online Press Center at www.hrblock.com.

H'R BLOXK
KEY OPERATI NG RESULTS
Prelimnary and unaudited, anpunts in thousands, except per share data

Three nmont hs ended January 31

Revenues I ncome (I oss)
2006 2005 2006 2005
Rest at ed Rest at ed

(1) (1)
Tax Services $548, 494 $531, 086 $13, 168 $63, 655
Mort gage Servi ces 296, 493 308, 872 67, 453 115, 483
Busi ness Servi ces 235, 840 132,872 (1, 035) 5,916
I nvest nent Services 73,176 62, 104 (7, 668) (19, 775)
Cor por ate 2,744 1, 302 (27,010) (12, 001)
$1, 156, 747 $1, 036, 236 44,908 153, 278
I ncome taxes 16, 060 60, 958
Net i ncone $28, 848 $92, 320
Basi ¢ earnings per share $0. 09 $0. 28
Basi ¢ shares outstandi ng 327, 289 329, 039
Di |l uted earnings per share $0. 09 $0. 28
Di | uted shares outstanding 331, 935 334, 875

Revenues I ncome (I oss)
2006 2005 2006 2005
Rest at ed Rest at ed

(1) (1)
Tax Services $686, 498 $655, 639 $(274, 202) $(182, 923)
Mort gage Servi ces 943, 082 865, 177 248, 160 332, 980
Busi ness Services 529, 491 371, 021 (9, 943) (9, 021)
I nvest nent Services 211,177 169, 446 (23, 126) (60, 882)
Cor por ate 6, 535 3, 457 (74,979) (65, 494)

$2, 376, 783 $2, 064, 740 (134, 090) 14, 660
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Income taxes (benefit) (52,711) 5,830

Net income (Il oss) _?(81,?79) . $8,§§9_
Basi c earnings (loss) per share . $(O;25) . $O;9§_
Basi ¢ shares outstandi ng 328, 017 331, 894
Diluted earnings (loss) per share . $(O;25) . $O;9§_
Di | uted shares outstanding 328, 017 337, 889

(1) Restated anpunts include restatenment itens noted in our Annua
Report on Form 10-K/ A for the year ended April 30, 2005, as wel
as an estimate of the restatenment inpact of incone tax adjustnents
as discussed in the notes attached hereto

NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS

During our closing process for the three nonths ended January 31
2006, we deternmined a restatenent of our quarterly 2006 and fisca
year 2005 and 2004 financial statements was warranted. We deternined a
restatenment was necessary as the cunul ative adj ustnent required was
too large to record in the third quarter of fiscal year 2006. The
restatenment pertains to errors in determ ning the Conpany's state
effective incone tax rate in prior periods, and had no inpact on
pretax results.

Financial results referred to in this release reflect prelimnmnary
income tax restatenment adjustnents for the current year and prior
year. W have not conpl eted our analysis of the income tax restatenent
adj ustrments, and accordingly, the effects are prelimnary and subject
to change. Because the restatenment adjustnments have not yet been
reviewed by our registered public accounting firm all results
presented in this release are prelimnary and unaudited. W will file
amendnments to our filings with the Securities and Exchange Conmi ssion
to reflect the inpact of restatement on our previously issued audited
annual and unaudited interimfinancial statenents and rel ated
di scl osures.

On June 8, 2005, our Board of Directors declared a two-for-one
stock split of the Conmpany's Conmon Stock in the formof a 100% st ock
distribution, effective August 22, 2005, to sharehol ders of record as
of the close of business on August 1, 2005. Al share and per share
anmobunts have been adjusted to reflect the retroactive effect of the
stock split.

Basi c earnings per share is based on the wei ghted average numnber
of shares outstanding. The dilutive effect of potential conmon shares
is included in diluted earnings per share except in those periods with
a | oss.

Certain reclassifications have been made to prior year anmounts to
conformto the current period presentation. These reclassifications
had no effect on the results of operations or stockholders' equity as
previously reported.

H&R BLOCK
CONDENSED CONSOLI DATED BALANCE SHEETS
Prelim nary and unaudited, anmpbunts in thousands, except share data

January 31, April 30
2006 2005
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Rest at ed

ASSETS (2)
Current assets:

Cash and cash equival ents $1, 460, 180 $1, 100, 213
Cash and cash equivalents - restricted 430, 713 516, 909
Recei vabl es from custoners, brokers, dealers

and cl earing organi zations, net 569, 430 590, 226
Recei vabl es, net 1, 810, 945 418, 788
Prepai d expenses and other current assets 561, 484 444, 498

Total current assets 4,832,752 3,070, 634

Residual interests in securitizations -

avail abl e-for-sale 175, 068 205, 936
Beneficial interest in Trusts - trading 279,714 215, 367
Mort gage servicing rights 262, 369 166, 614
Property and equi pnent, net 415, 844 330, 150
I ntangi bl e assets, net 235, 236 247, 092
Goodwi I |, net 1, 104, 267 1, 015, 947
O her assets 369, 164 287, 543

Total assets $7,674,414 $5, 539, 283

LI ABI LI TIES AND STOCKHOLDERS' EQUI TY
Current liabilities

Short-term borrow ngs $2, 595, 948 $-
Current portion of |ong-term debt 13,373 25, 545

Accounts payabl e to custoners, brokers and
deal ers 851, 827 950, 684
Account s payabl e, accrued expenses and ot her 763, 244 564, 749
Accrued sal ari es, wages and payroll taxes 291, 811 318, 644
Accrued i ncone taxes 225, 150 381, 170
Total current liabilities 4,741, 353 2,240, 792
Long-term debt 916, 926 923,073
O her noncurrent liabilities 417, 200 430, 919
Total liabilities 6, 075, 479 3,594, 784

St ockhol ders' equity
Conmon stock, no par, stated value $.01 per

share 4, 359 4, 359
Addi tional paid-in capital 631, 729 598, 388
Accunul at ed ot her conprehensive i ncone 33, 641 68, 718
Ret ai ned ear ni ngs 2,956, 869 3, 156, 913
Less cost of 107,594,856 and 104, 649, 850

shares of comon stock in treasury (2,027,663) (1,883,879)

Total stockhol ders' equity 1,598,935 1, 944, 499
Total liabilities and stockhol ders' equity $7,674,414 $5, 539, 283

(2) Restated anpunts include an estimte of the restatenent inpact of
i nconme tax adjustnents as discussed in the notes attached hereto.

H&R BLOXK
CONDENSED CONSOLI DATED STATEMENTS OF CASH FLOAS
Prelimnary and unaudited, anounts in thousands
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Ni ne nont hs ended

January 31,
2006 2005
Rest at ed
(1)
Cash flows from operating activities:
Net inconme (Il oss) $(81, 379) $8, 830
Adj ustnmrents to reconcile net incone (loss) to
net cash used in operating activities:
Depreciation and anortization 138, 882 127, 631
Accretion of residual interests in
securitizations (93, 189) (96, 242)
| npai rment of residual interests in
securitizations 29,175 7,162
Additions to trading securities - residua
interests in securitizations (228, 587) (115, 213)
Proceeds fromnet interest nargin
transactions 210, 264 98, 743
Real i zed gain on sale of residual interests (28, 675) -
Additions to nortgage servicing rights (196, 245) (94, 569)
Anortization and inpairnment of nortgage
servicing rights 100, 490 60, 879
Net change in beneficial interest in Trusts (64, 347) (8, 735)
O her net changes in working capital, net of
acqui sitions (1,475,936) (1,552,919)
Net cash used in operating activities (1,689,547) (1,564, 433)
Cash flows frominvesting activities:
Cash received fromresidual interests in
securitizations 74,931 100, 344
Cash received fromsale of residual interests
in securitizations 30, 497 -
Purchases of property and equi pnent, net (167, 181) (143, 232)
Paynents nmade for business acquisitions, net
of cash acquired (209, 816) (26, 348)
O her, net 17, 297 15, 207
Net cash used in investing activities (254, 272) (54, 029)
Cash flows fromfinancing activities:
Repaynments of commercial paper (2,632,444) (2, 348,966)
Proceeds fromissuance of commercial paper 4,678, 392 3,877, 848
Proceeds from ot her short-term borrow ngs 550, 000 -
Repayments of |ong-term debt - (250, 000)
Proceeds fromissuance of |ong-term debt - 395, 221
Di vi dends pai d (118, 665) (106, 422)
Acqui sition of treasury shares (260, 078) (529, 852)
Proceeds fromissuance of commpn stock 105, 760 119, 892
O her, net (19, 179) (35, 414)
Net cash provided by financing activities 2,303,786 1,122, 307
Net increase (decrease) in cash and cash
equi val ents 359, 967 (496, 155)
Cash and cash equi val ents at begi nning of the
peri od 1, 100, 213 1,072, 745
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Cash and cash equivalents at end of the period $1, 460, 180 $576, 590
Suppl enentary cash fl ow dat a:
I ncomre taxes paid $224, 774 $406, 576
Interest paid 62, 980 53, 587

(1) Restated anpunts include restatement itens noted in our Annua
Report on Form 10-K/ A for the year ended April 30, 2005, as wel
as an estimate of the restatenment inpact of incone tax adjustnents
as discussed in the notes attached hereto

H&R BLOK
CONDENSED CONSCLI DATED | NCOVE STATEMENTS
Prelimnary and unaudited, amounts in thousands,

except per share data

Revenues:
Servi ce revenues
O her revenues:
Gai ns on sal es of
nort gage assets,
I nterest incone
Pr oduct and ot her
revenues

Qper ati ng expenses:

Cost of service
revenues

Cost of other revenues
Sel l'ing, general and
adm ni strative

Qperating income (loss)
I nterest expense
O her incone, net

I ncorme (| oss) before
t axes
Income taxes (benefit)

Net

i ncome (| oss)

Basi ¢ earnings (Iloss)
per share

Basi ¢ shares

Three nont hs ended

Ni ne nont hs ended

net

January 31,

2006 2005
Rest at ed

(1)
$812, 224 $657, 306
157, 897 198, 579
51, 074 50, 550
135, 552 129, 801
1,156, 747 1,036, 236
633, 927 508, 207
144, 663 133, 343
324,746 248,114
1, 103, 336 889, 664
53,411 146, 572
12, 211 13, 026
3,708 19, 732
44,908 153, 278
16, 060 60, 958
$28, 848 $92, 320
$0. 09 $0. 28

January 31,
2006 2005
Rest at ed

(1)
$1,511, 615 $1, 196, 126
541, 595 566, 087
155, 337 138, 822
168, 236 163, 705
2,376, 783 2,064, 740
1, 364, 362 1, 123, 266
402, 884 307, 987
720, 547 593, 177
2,487,793 2,024, 430
(111, 010) 40, 310
37,031 48, 900
13,951 23, 250
(134, 090) 14, 660
(52,711) 5, 830
$(81, 379) $8, 830
$(0. 25) $0. 03
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out st andi ng 327, 289 329, 039 328, 017 331, 894

Diluted earnings (loss)
per share $0. 09 $0. 28 $(0. 25) $0. 03

Di |l uted shares
out st andi ng 331, 935 334, 875 328, 017 337, 889

(1) Restated anpunts include restatenment itens noted in our Annua
Report on Form 10-K/ A for the year ended April 30, 2005, as wel
as an estimate of the restatenment inpact of incone tax adjustnents
as discussed in the notes attached hereto

H&R BLOXK
Prelimnary U S. Tax Operating Data
(in thousands, except average
fee and nunber of offices)

Tax preparation & related fees
Fi scal year 2006
Conpany- owned oper ati ons $379, 959 $434, 958 $814, 917
Franchi se operations 191, 610 204, 713 396, 323

Fi scal year 2005 (1)
Conpany- owned oper ati ons $367, 294 $436, 695 $803, 989
Franchi se operations 183, 556 202, 669 386, 225

Per cent change

Conpany- owned operations 3.4% -0.4% 1.4%
Franchi se operations 4. 4% 1. 0% 2.6%
Total retail operations 3.8% 0.0% 1.8%

Total clients served
Fi scal year 2006

Conpany- owned operations 2,372 2,677 5, 049
Franchi se operations 1, 398 1, 487 2,885
3,770 4,164 7,934

Fi scal year 2005 (1)

Conpany- owned operations 2,450 2,874 5,324
Franchi se operations 1, 403 1,544 2,947
3,853 4,418 8,271

Per cent change

Franchi se operations -0.4% -3.7% -2. 1%
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Total retail operations -2.2% -5.7% -4. 1%

Average fee per client served: (2)
Fi scal year 2006

Conpany- owned operations $160.19  $162. 48 $161. 40
Franchi se operations 137. 06 137. 67 137. 37
$151. 61 $153. 62 $152. 66

Fi scal year 2005 (1)

Conpany- owned operations $149. 92 $151. 95 $151. 01
Franchi se operations 130. 83 131. 26 131. 06
$142. 97 $144.72 $143. 90

Per cent change

Conpany- owned operations 6. 8% 6. 9% 6. 9%
Franchi se operations 4. 8% 4. 9% 4. 8%
Total retail operations 6. 0% 6. 2% 6. 1%
Ofices: FY 2006 FY 2005
Conpany- owned offices 6, 387 5,811 9. 9%
Conpany-owned shared office
| ocations (3) 1,473 1, 296 13. 7%
Total conpany-owned of fices 7,860 7,107 10. 6%
Franchi se offices 3,703 3,528 5. 0%
Franchi se shared of fice | ocations
(3) 602 526 14. 4%
Total franchise offices 4, 305 4,054 6.2%
Total retail offices 12, 165 11, 161 9. 0%

(1) Prior year nunbers have been reclassified between conpany-owned
and franchi se operations for offices which comenced conpany-owned
operations during fiscal year 2006.

(2) Calculated as gross tax preparation and rel ated fees divided by
clients served.

(3) Shared office locations include offices located within Wal-Mart,
Sears and other third-party businesses.

H&R BLOCK
SELECTED OPERATI NG DATA
Unaudi t ed

Mor t gage
Servi ces Three nont hs ended

% %
1/ 31/ 2006 1/ 31/ 2005 change 10/ 31/ 2005 change

Page 11/13



Vol une of | oans
origi nat ed
(t housands) :
Wol esal e (non-

pri me) $7,941,048 $7,378,071 7.6% $11, 078, 960 -28.3%
Retail: Non-
prime 667, 542 776, 797 -14.1% 1, 111, 924 -40. 0%
Prine 343, 897 238, 867 44. 0% 429, 924 -20. 0%
1,011, 439 1, 015, 664 -0.4% 1,541, 848 -34.4%
Tot al $8, 952,487 $8, 393,735 6. 7% $12, 620, 808 -29.1%
Loan
character-
i stics:
Aver age | oan
si ze
(t housands) $194 $164 18. 3% $188 3.2%
Wi ght ed aver age
interest rate
(WAC) (1) 8.27% 7.30% 0.97% 7.48% 0.79%
Wi ght ed aver age
FI CO score (1) 621 615 629
Loan sal es
(t housands) $8, 924,788 $8, 348, 537 6. 9% $12, 497, 526 -28.6%
Servi ci ng
portfolio:
Nunber of | oans
servi ced 466, 026 387, 619 20. 2% 500, 935 -7.0%
Ser vi ci ng
portfolio
(billions) $76.8 $59.0 30. 2% $82.4 -6.8%
(1) Represents non-prinme production only.
| nvest ment
Servi ces Three nont hs ended
% %
1/ 31/ 2006 1/ 31/ 2005 change 10/ 31/ 2005 change
Cust oner trades
(2) 255, 879 245, 612 4.2% 233, 262 9. 7%
Custoner daily
average trades 4,127 3,899 5.8% 3,589 15. 0%
Aver age revenue
per trade (3) $113. 83 $120. 62 -5.6% $123. 16 -7.6%
Qust oner
accounts: (4)
Tradi tional
br oker age 426, 699 431, 902 -1.2% 428, 543 -0.4%
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Express | RAs

Endi ng

bal ance of
assets under
adm ni stration
(billions)

Aver age assets
per traditional
br oker age
account

Aver age cust oner
mar gi n bal ances
(mllions)

Aver age payabl es
to custoners
(mllions)

Advi sors

381, 859

$31. 4

$72,914

$529

$769
956

295,676

$28. 4

$65, 339

$596

$989
1,013

10.

11.

-11.

-22.
-5.

. 1%

. 1%

6%

6%

2%

2%
6%

378, 200

$29. 8

$68, 837

$560

$794
995

. 0%

. 2%

. 4%

. 9%

. 5%

. 1%
. 9%

(2) Includes only trades on which revenues are earned ("revenue
defined as tradi ng revenues,
and annuitized trades.

trades"). Revenues,
bot h transacti onal

(3) Calculated as tradi ng revenues divided by revenue trades.

(4) Includes only accounts with a positive period-end bal ance.

CONTACT: H&R Block Inc.

Media Relations:

Nick lammartino, 816-932-4835
nick.iammartino@hrblock.com

or

Investor Relations:

Scott Dudley, 816-932-8342
scott.dudley @hrblock.com

SOURCE: H& R Block Inc.
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are earned on



