H&R Block Reports 59 Cents Per Share Third Quarter Profit; Early Tax Season Results Consistent with Full Year
Guidance

February 24, 2004 4:.02 PM ET

KANSASCITY, Mo.--(BUSINESS WIRE)--Feb. 24, 2004--H&R Block Inc. (NY SE:HRB) today reported net income of
$106.7 million, or 59 cents per diluted share, and record revenues of $977.2 million for the third quarter ended Jan. 31.

Third quarter revenues increased 2 percent from $958.4 million last year. Third quarter net income declined $25.6 million or 19.3
percent compared with last year when the company reported third quarter earnings of $132.3 million, or 73 cents per diluted
share. Third quarter 2004 results include a $17 million gain on sale of certain mortgage assets. Third quarter 2003 results include a
$130.9 million gain on a similar transaction. Excluding the effect of these gains, third quarter net income increased $42.9 million or
80.2 percent over the prior year.

The profitable third quarter marks the first time in the company's history that it has reported a profit in each of the first three
quarters of its fiscal year. H&R Block typically reports lossesin its first and second quarters, and often in its third quarter as well,
due to the seasona nature of its tax and business services units.

"All of our business segments executed effectively and delivered improved performance. We saw double-digit revenue growth in
each of our businesses, excluding the mortgage asset sales that we've noted," said Chairman and Chief Executive Officer Mark A.
Ernst.

"Performance in the tax filing season thus far is consistent with our overall expectations for a good, but not great, tax season,"
Ernst said. "After aslow start, growth in retail tax filing has accelerated in the month of February and our digital tax services are
growing very well."

The quarter results included $6.8 million in stock-based compensation expense, an expense that was not included in the
comparable quarter last year. H& R Block began to expense the costs of stock-based compensation at the beginning of the
current fiscal year.

For the nine-month period ending Jan. 31, the company reported net income of $122.3 million, a43.1 percent increase compared
with last year. Earnings per diluted share increased 45.7 percent to 67 cents. Revenues for the nine month period increased 10.8
percent to $2.1 hillion.

On aconsolidated basis, the company continues to expect fiscal 2004 GAAP earnings-per-share in the range of $3.65 to $3.85
and revenue growth at the high end of its target range of 10 to 15 percent. Included in these expectations is about $24 million or
8-cents per share, of non-cash stock-based compensation expenses.

U.S. Tax Operations

U.S. Tax operations reported pretax earnings of $68.2 million, compared with $34.1 million last year, an improvement of $34.1
million. U.S. tax operations reported a 14.9 percent increase in revenues for the quarter to $463.6 million, compared with $403.6
million last year.

Compared with last year, the improved performance is due to an increase in the number of clients served, increased revenue per
client and better expense management. These improvements were partially off-set by expenses related to adding 873 tax locations
to the company's retail network, including 459 company-owned offices in former franchise territories. Company-owned officesin
former major franchise territories contributed $24.3 million to the increase in revenues.

For the nine-month period, revenues increased 19.8 percent to $551.4 million, up $91.1 million from $460.3 million last year. The
segment reported a $155.9 million pretax loss for the nine-month period, an improvement of $56.3 million or 26.5 percent
compared with the $212.2 million pretax loss last year.

From Jan. 1 through Jan. 31, tax preparation and related fees from retail tax officesincreased 8.6 percent to $500.3 million. The
average fee per client served rose 8.9 percent to $134.99. Total clients served, including office and digital tax solutions clients,
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increased 4.6 percent to 5 million. Retail tax offices served 3.7 million clients, a 0.2 percent decline from last year. Clients served
by H&R Block's digital tax solutions increased 21.7 percent.

For the tax season through Feb. 15, tax preparation and related fees from retail tax offices increased 3.9 percent to $1.1 billion.
In the period ending Feb. 15, the average fee per client increased 8 percent to $135.48. Tota clients served, including office and
digital tax solutions clients, increased 0.1 percent to 9.9 million. Retail tax offices served 7.9 million clients, a decline of 3.9
percent from last year. Clients served by H& R Block's digital tax solutions increased 19.6 percent. However, year-over-year
comparisons must be viewed cautiously due to the intra-week variability of tax filings and the difference in the days of the week
included in the comparative periods.

"While we saw a slow start to the tax filing season in our retail offices, the growth that we are seeing in February and the mix of
clients that are coming to H& R Block indicate that we are likely to be at the lower end of our expected range for retail client
growth and at the higher end of our expected range for revenue per client," Ernst said. "Combined with superior performancein
our digital businesses, we believe that we are on track to meet our overall targets for the year."

Mortgage Operations

Mortgage operations, which include Option One Mortgage Corp. and H& R Block Mortgage Corp., reported pretax earnings of
$154.5 million for the quarter, a $108 million decrease compared with pretax earnings of $262.5 million last year. For the nine-
month period, pretax earnings decreased 10.8 percent to $502.3 million, compared with $563.1 million last year.

Third quarter revenues from mortgage operations decreased 16.4 percent to $331.9 million, compared with $397 million last
year. For the nine-month period, revenues increased 7 percent to $986 million, compared with $921.9 million last year.

Third quarter 2004 results include a $17 million gain on sale of certain mortgage assets. Third quarter 2003 results include a
$130.9 million gain on a similar transaction. Excluding the effect of these gains, third quarter pretax income from mortgage
operations increased 4.5 percent.

"We're pleased with the mortgage segment results, which continue to meet our expectations. These results support our long-held
view that the interest rate environment would not have a significant effect on our mortgage performance. Overall origination activity
continued to be strong in the quarter, while margins declined somewhat as we had expected,” Ernst said.

For the third quarter, the company originated $5.4 billion in mortgage loans, an 18.1 percent increase over last year's $4.5 billion.
The number of loan originations in the third quarter was 35,795, a 15.8 percent increase compared with last year.

Mortgage servicing revenues for the quarter were $55.1 million, an increase of $11.7 million, or 27 percent, compared with $43.4
million last year. On Jan. 31, 2004, the servicing portfolio was $42.2 billion, an increase of $13.3 billion, or 46 percent, compared
with Jan. 31, 2003, and up 5.2 percent over the previous quarter.

Third quarter pretax income from H& R Block Mortgage increased 25.9 percent. Nearly 40 percent of the company's retail loans
wereto clients of other H& R Block businesses.

The segment's residual interests continued to perform better than expected, primarily due to better than modeled loss and interest
rates. Consequently, the company realized a net write-up in residual balances of $36 million, which was recorded in other
comprehensive income on the balance sheet, net of deferred taxes.

Business Services
RSM McGladrey Business Services Inc. reported third quarter revenues of $112.3 million, an 11.5 percent increase compared
with $100.7 million last year. The segment reported pretax earnings of $2 million, a $6.2 million improvement, compared with a

loss of $4.2 million in the third quarter last year.

For the nine-month period, revenues increased 8.8 percent to $319.8 million. The segment reported a pretax [oss of $7.5 million
compared with a pretax loss of $12.3 million last year.

"Our capital markets business enjoyed another strong quarter compared with last year. Higher feesin our core accounting and tax
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services also contributed to improved performance,” Ernst said.
Investment Services

H&R Block Financial Advisors Inc. reported third quarter revenues of $57.8 million, an increase of 20.2 percent compared with
the same quarter last year. The segment reported a pretax loss of $12.8 million, a’59.7 percent improvement compared with last
year's pretax |oss of $31.8 million.

"We saw strong improvement in al of the key drivers of the business this quarter," Ernst said. "Overall, results of our Financial
Advisors business reflect sustained changes that should allow us to have continuing performance improvement.”

For the nine-month period, revenues increased 6.8 percent to $167.4 million, compared with $156.7 million last year. The
segment reported a pretax loss of $41.9 million compared with $92.5 million in the first nine months of last year, which included
$24 million in goodwill impairment charges.

International Tax Operations

In the third quarter, revenues from international tax operations increased 23.6 percent to $10.8 million, compared with $8.8
million last year. The segment reported a pretax loss of $6.4 million, compared with a pretax loss of $5.7 million last year.

For the nine-month period, revenues increased 24.7 percent to $35.4 million. The segment reported a $12.3 million pretax |oss,
compared with last year's pretax loss of $12.4 million.

"We enjoyed a successful conclusion to the tax season in Australia. However, unfavorable exchanges rates in Canada resulted in a
higher loss for the quarter," Ernst said.

Dividend declared

H& R Block's board of directors declared a quarterly cash dividend of 20 cents per share, payable April 1, 2004, to shareholders
of record March 11, 2004. This payment will be the company's 166th consecutive quarterly dividend.

Share repurchases

During the third quarter, the company repurchased 3.7 million shares of its common stock at an aggregate cost of $192.3 million,
or an average price of $52.61 per share. Y ear to date, the company has repurchased 7.8 million shares at an aggregate cost of
$370 million, or an average price of $47.51 per share.

Conference call

The company will host a conference call for analysts and institutional investors at 5 p.m. EST, Feb. 24. Mark A. Ernst and Jeffery
W. Yabuki, executive vice president and chief operating officer, will discuss the quarter's results and future expectations, as well
as respond to anaysts questions. To access the call, dial the number approximately five to 10 minutes prior to the scheduled
starting time:

U. S./ Canada (888) 425-2715
International (706) 679-8257
No reservation or access code is needed.

The call will be Webcast in alisten-only format for the media and public. The link to the Webcast can be obtained at
www.hrblock.com.

Supplementd financial information will be available in connection with the Webcast or can be accessed directly on H& R Block's
Investor Relations website at www.hrblock.com/about/investor following market close.

A replay of the call will be available beginning at 8 p.m. EST, Feb. 24 and continuing until 8 p.m. EST, March 9, by diaing 800-
642-1687 (U.S./Canada) or 706-645-9291 (Internationa). The replay access code is 5141529. A replay of the Webcast will
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aso be available on the company's Web site at www.hrblock.com through March 9.

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 results to 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 2004 and that actua financial results for fiscal year 2004 will fall within the
guidance provided by the company; the uncertainty of the company's ability to purchase shares of its common stock; the
uncertainty of the effect of any share repurchases upon the company and its shareholders; the uncertainty as to the effect on
financia results of the adoption of accounting pronouncements; changes in interest rates; changes in economic, political or
regulatory environments; the uncertainty of assumptions utilized to estimate cash flows from residual interests in mortgage
securitizations and mortgage servicing rights; risks associated with sources of liquidity for each of the lines of business of the
company; changes in competition; litigation involving the company and its subsidiaries; and risks described from time to timein
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. (www.hrblock.com) is a diversified company with subsidiaries that deliver tax, financial, mortgage and business
products and services. It is the only major company with subsidiaries offering a full range of software, online and in-office tax
solutions, combined with personalized financia advice about retirement savings, home ownership, and other opportunities to help
clients build a better financial future. As the world's largest tax services company, H& R Block served nearly 21 million clientsin
the U.S. and 11 countries in 2003. H&R Block Financial Advisors Inc. offersinvestment services and securities products. With
more than 1,000 financia advisors serving clients at more than 400 offices, H& R Block Financial Advisors Inc. is a member

NY SE, SIPC, aregistered broker-dealer and a registered investment advisor. H& R Block Inc. is not a registered broker-dealer
and is not aregistered investment advisor. H& R Block Mortgage Corp. offers afull range of retail mortgage products. Option
One Mortgage Corp. provides mortgage services and offers wholesale mortgage products through large financia ingtitutions and a
network of 24,000 independent mortgage brokers. RSM McGladrey Business Services Inc. and its subsidiaries serve mid-sized
businesses and their owners with tax, accounting and business consulting services, as well as persona wealth management
services.

H&R BLOCK, | NC.
KEY OPERATI NG RESULTS
Unaudi ted, ampbunts in thousands, except per share data

Three nont hs ended

January 31,
2004 2003
Revenues $977, 157 $958, 413
| ncone before taxes 176, 120 222,934
Net income $106, 726 $132, 313
Basi c earnings per share $0. 60 $0. 74
Basi ¢ shares outstanding 176, 732 178, 770
Di | uted earnings per share $0. 59 $0. 73
Di | uted shares outstandi ng 180, 984 182, 173
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Ni ne nont hs ended

January 31,
2004 2003

Revenues $2, 062, 702 $1, 861, 175
| ncone before taxes 212, 083 144, 783
Net income before change in accounting

principle 128, 621 85, 422
Cunul ative effect of change in accounting

principle, net of taxes (6,359) -
Net income $122, 262 $85, 422
Basi c earni ngs per share:

Bef ore change in accounting principle $0. 72 $0. 48
Net income $0. 69 $0. 48
Basi ¢ shares outstanding 177, 964 179, 620
Di | uted earni ngs per share

Bef ore change in accounting principle $0. 71 $0. 46
Net income $0. 67 $0. 46
Di | ut ed shares outstandi ng 181, 481 184, 378

NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS

In the second quarter of fiscal year 2004, the Conpany adopted
Emer gi ng | ssues Task Force Issue No. 00-21, "Revenue Arrangements with
Mul ti ple Deliverables" (EITF 00-21) as of May 1, 2003. As a result of
t he adoption of EITF 00-21, the Conpany recorded a cunul ative effect
of a change in accounting principle of $6.4 million, net of taxes of
$4.0 million.

Basi c earnings per share is based on the wei ghted average nunber of
shares outstanding. The dilutive effect of potential common shares is
included in diluted earnings per share.

Certain reclassifications have been nmade to prior year anpunts 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, | NC
SEGVENT FI NANCI AL RESULTS
Unaudi ted, ampounts in thousands

Three nmont hs ended January 31,
Revenues I ncone (I o0ss)

2004 2003 2004 2003
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U.S. Tax Operations

Mort gage Operations

Busi ness Services

I nvest ment Services
International Tax Operations
Cor porate Operations

I nconme taxes

Net incone

U.S. Tax Operations

$463, 646
331, 926
112, 293

57,753
10, 849
690

$403, 571 $68, 236
396, 980 154, 476
100, 741

48, 047 (12,811
8,779 (6,409
295 (29, 327

69, 394

$34, 137
262, 466
(4,197)

) (31, 755)
) (5,735)
) (31,982)

222,934

90, 621

Ni ne nont hs ended January 31,

Revenues
2004 2003 2004
$551, 357 $460, 286 $(155, 874

I ncone (I oss)

2003

) $(212, 192)

Mort gage Operations 985, 977 921, 874 502, 331 563, 071
Busi ness Services 319, 816 293, 938 (7,456) (12, 255)
I nvest ment Services 167, 443 156, 737 (41,904) (92, 488)
International Tax Operations 35, 403 28, 388 (12,262) (12,436)
Cor porate Operations 2,706 (48) (72,752) (88,917)
$2, 062, 702 $1, 861, 175 212,083 144,783
I nconme taxes 83, 462 59, 361
Net income before change in accounting
principle 128, 621 85, 422
Cumul ative effect of change in accounting
principle, net of taxes (6, 359) -
Net incone $122, 262 $85, 422
H&R BLOCK, | NC
CONDENSED CONSOLI DATED BALANCE SHEETS
Ampbunts in thousands, except share data
January 31, April 30
2004 2003
ASSETS (unaudited) (audited)
Current assets:
Cash and cash equival ents $671, 089 $875, 353
Cash and cash equivalents - restricted 606, 832 438, 242
Mar ket abl e securities - trading 70, 280 23, 859
Recei vabl es from custoners, brokers
deal ers and cl earing
organi zati ons, net 645, 357 517, 037
Recei vabl es, net 1, 093, 051 403, 197
Prepai d expenses and ot her current assets 611, 561 489, 673
Total current assets 3,698,170 2,747, 361
Ot her assets:
Residual interests in securitizations 233, 851 264, 337
Mort gage servicing rights 106, 196 99, 265
Property and equi pnent, net 284,148 288, 594
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I nt angi bl e assets, net 340, 748 341, 865

Goodwi I |, net 948, 530 714, 215
Ot her 176, 544 148, 268
Total assets $5, 788, 187 $4, 603, 905

LI ABI LI TIES AND STOCKHOLDERS' EQUI TY
Current liabilities:

Current portion of |ong-term debt $277, 599 $55, 678
Commer ci al paper 1, 411, 177 -
Accounts payable to customers, brokers
and deal ers 1,126, 103 862, 694
Accounts payabl e, accrued expenses and
ot her 398, 250 468, 933
Accrued sal ari es, wages and payroll taxes 170, 043 210, 629
Accrued i ncone taxes 73, 419 299, 262
Total current liabilities 3, 456, 591 1, 897, 196
Long-term debt 551, 406 822, 302
Ot her non-current liabilities 303, 624 220, 698
Total liabilities 4,311, 621 2,940, 196

St ockhol ders' equity:
Common stock, no par, stated value $.01

per share 2,179 2,179
Addi tional paid-in capital 530, 282 496, 393
Accunul at ed ot her conprehensive incone 56, 591 36, 862
Ret ai ned ear ni ngs 2, 240, 592 2,221, 868

Less cost of 42,409,777 and 38, 343, 944
shares of common stock in treasury (1,353,078) (1,093,593)
Total stockhol ders' equity 1,476, 566 1, 663, 709
Total liabilities and stockhol ders' equity $5, 788, 187 $4, 603, 905

H&R BLOCK, | NC.
CONDENSED CONSOL| DATED STATEMENTS OF CASH FLOWS
Unaudi ted, ampounts in thousands

Ni ne nont hs ended
January 31,
2004 2003
Cash flows from operating activities:
Net incone $122, 262 $85, 422
Adj ustments to reconcile net incone to net
cash used in operating activities:

Depreciation and anortization 122, 497 114,738
Accretion of residual interests in

securitizations (118, 389) (113, 146)
I mpai rmrent of residual interests in

securitizations 26, 048 25, 589
Additions to trading securities - residual

interests in securitizations (251, 585) (326, 395)
Proceeds fromnet interest margin

transactions 197, 417 325, 642
Real i zed gain on sale of NI Mresiduals (17, 000) (130, 881)
Addi tions to nortgage servicing rights (64, 265) (55, 960)
Anortization of nortgage servicing rights 57, 334 33,273
Net change in receivable from Trusts (12, 565) (73,494)
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Cumul ative effect of change in accounting
principle
| mpai rment of goodwil |
Mort gage | oans held for sale
Originations and purchases
Sal es and princi pal repayments
O her net changes in working capital, net
of acquisitions

Net cash used in operating activities

Cash flows frominvesting activities:
Avail abl e-for-sal e securities:
Purchases of avail able-for-sale securities
Cash received fromresidual interests in
securitizations
Cash received fromsale of NIMresiduals
Sal es of other available-for-sale
securities
Purchases of property and equi pment, net
Payments made for business acquisitions, net
of cash acquired
Ot her, net

Net cash provided by (used in) investing
activities

Cash flows fromfinancing activities:
Repaynments of notes payable
Proceeds fromissuance of notes payable
Proceeds fromissuance of securitization
financing
Repayments of securitization financing
Payments on acquisition debt
Di vi dends pai d
Payments to acquire treasury shares
Proceeds fromissuance of compn stock
Ot her, net

Net cash provided by financing activities

Net increase (decrease) in cash and cash
equi val ents
Cash and cash equival ents at begi nni ng of
t he period

Cash and cash equivalents at end of the
peri od

Suppl enentary cash fl ow dat a:
I ncone taxes paid
Interest paid

H&R BLOCK, | NC
CONDENSED CONSCLI DATED | NCOVE STATEMENTS

6, 359

(17, 006, 283)
16, 948, 363

(1,011, 833)

(10, 495)

127,997
17,000

17, 604
(81, 178)

(280, 280)
11, 943

(1,022, 716)
2,433, 893

50, 100
(50, 100)
(50, 820)

(103, 538)

(371, 242)
111, 155

(1,947)

(204, 264)

875, 353

$671, 089

$245, 355
57, 458

Unaudi ted, amounts in thousands, except per share data

Three Mont hs Ended

January 31,
2004 2003

24,000

(12, 640, 440)
12, 629, 199

(264, 296)

(10, 577)

117,522
142, 486

9, 730
(95, 629)

(24, 239)
(6,004)

(9, 301, 285)
9, 888, 088

(52, 107)
(93, 645)
(317, 608)
112, 813

(2,023)

773

436, 145

$436, 918

$176, 168
55,193

Ni ne Mont hs Ended

January 31,

2004
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Revenues:

Servi ce revenues $591, 050 $510, 042 $1,037, 312 $907, 015
Gai n on sal e of nortgage

assets: 168, 965 306, 364 581, 893 602, 749
| nterest incone 117, 643 57, 230 276, 462 228,176
Pr oduct sal es 51, 324 43,312 107, 839 74,234
Royal ti es 44, 427 39, 026 49, 410 43,082
Ot her i ncone 3, 748 2,439 9, 786 5,919

Oper ati ng expenses:
Enpl oyee conpensation and

benefits 392, 835 352, 209 873, 804 791, 692
Cccupancy and equi pnent 94, 764 87, 349 253, 229 223, 642
Depreci ati on and

anortization 46, 487 42,670 122, 497 114, 738
Mar keting and adverti sing 67, 975 55, 331 99, 766 85, 335
I nt er est 21, 361 24,817 64, 457 69, 789
Suppl i es, freight and

post age 28, 609 33, 154 51, 350 55,472
| mpai rment of goodwil | - - - 24,000
O her 150, 622 142,591 389, 991 356, 300

Operating income 174, 504 220, 292 207, 608 140, 207
Ot her incone, net 1, 616 2,642 4, 475 4,576
| ncone before taxes 176, 120 222,934 212, 083 144, 783
| ncone taxes 69, 394 90, 621 83, 462 59, 361

Net income before cunul ative
ef fect of change in
accounting principle 106, 726 132, 313 128, 621 85, 422
Cunul ative effect of change
in accounting principle
for nultiple deliverable
revenue arrangenents, |ess
i ncone taxes of $4,031 - - (6, 359) -

Net incone $106, 726 $132, 313 $122, 262 $85, 422

Basi c earnings per share:
Bef ore change in accounting

principle $0. 60 $0. 74 $0. 72 $0. 48
Cunmul ative effect of change

in accounting - - (0.03) -
Net incone $0. 60 $0. 74 $0. 69 $0. 48
Basi ¢ shares outstanding 176, 732 178, 770 177, 964 179, 620

Di | uted earni ngs per share
Bef ore change in accounting

principle $0. 59 $0. 73 $0. 71 $0. 46
Cumul ative effect of change
in accounting - - (0.04) -
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Net i ncone

182,173

Three nont hs ended

181, 481

184, 378

% change

1/ 31/ 2003

$3, 756, 809
496, 176
280, 738

46.

. 0%
. 3%
. 6%

. 3%

0%

10/ 31/ 2003

$5, 603, 118
247,661
492, 977

295, 636

$40. 1

% change

Di | uted shares outstanding 180,984
H&R BLOCK, | NC
SELECTED OPERATI NG DATA
Unaudi t ed
Option One Mortgage
Cor poration
1/ 31/ 2004
Nunber of |oans origi nated
Vol esal e (non-prinme) 30,678
Retail: Prine 1,291
Non- pri me 3, 826
Tot al 35,795
Vol umre of | oans
originated (000's)
Whol esal e (non-prine) $4, 732, 182
Retail: Prine 157, 438
Non- pri me 464, 926
Tot al $5, 354, 546
Loan sal es $5, 308, 800
Servicing portfolio
Nunmber of | oans
servi ced 308, 305
Servicing portfolio
($ bn's) $42.2
H&R Bl ock Fi nanci a
Advi sors, Inc.
1/ 31/ 2004
Cust onmer trades 413, 338
Custormer daily average
trades 6,776
Aver age revenue per
trade $113.61
Nunmber of active
accounts 741, 824
Endi ng bal ance of
asset s under
admi nistration ($
bn' s) $27.5
Aver age assets per
active account $37, 122

Endi ng custoner margin

1/ 31/ 2003

306, 119
4,638

$115. 57

670, 000

$21.0

$31, 397

10.

31.

18.
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. 0%

. 1%

7%

7%

0%

2%

10/ 31/ 2003

347, 828
5,351

$116. 22

748, 403

$25.7

$34, 340



bal ances ($ nillions) $594 $535 11. 0% $538
Endi ng payables to
custoners ($ mllions) $1, 076 $802 34. 2% $981

H&R Bl ock, Inc.
Prelimnary U S. Tax Operating Data
Anpunts in thousands, except average fee and number of offices

Tax preparation & related fees (1)

Fi scal year 2004

Conpany- owned offices (2) $309, 034 $364, 345 $673, 379
Former maj or franchise

territories (3) 21, 889 27,146 49, 035
Total conpany-owned of fices 330, 923 391, 491 722,414
Franchi se offices (4) 169, 338 182,173 351, 511

Fi scal year 2003 (5)

Conpany- owned of fices (2) $288, 175 $365, 196 $653, 371
Former maj or franchise

territories (3) 18,714 28, 246 46, 960
Tot al conmpany-owned of fices 306, 889 393, 442 700, 331
Franchi se offices (4) 153, 725 180, 043 333, 768

Percent change

Conmpany- owned of fices 7.2% -0.2% 3.1%
Former maj or franchise

territories 17. 0% -3.9% 4. 4%
Total conpany-owned of fices 7.8% -0.5% 3.2%
Franchi se of fices 10. 2% 1.2% 5.3%
Tot al 8. 6% 0. 0% 3. 9%

Total clients served

Fi scal year 2004

Conpany- owned of fices (2) 2,191 2,553 4,744

Former maj or franchise
territories (3) 168 208 376
Total company-owned of fices 2,359 2,761 5,120
Franchi se offices (4) 1, 347 1, 460 2,807
Digital tax solutions (6) 1, 268 737 2,005
4,974 4,958 9, 932

Fi scal year 2003 (5)

Conmpany-owned of fices (2) 2,228 2,734 4,962
Former maj or franchise

territories (3) 157 233 390
Total conpany-owned of fices 2,385 2,967 5,352
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Franchi se of fices (4)
Digital tax solutions (6)

Percent change
Conpany- owned of fices
Former mmj or franchise
territories

Total conpany-owned of fices

Franchi se offices
Digital tax solutions

Fi scal year 2004
Conpany- owned of fices (2)
Former mmj or franchise
territories (3)

Total conpany-owned of fices
Franchi se offices (4)

Fi scal year 2003 (5)
Conpany- owned of fices (2)
Former mmj or franchise
territories (3)

Total conpany-owned of fices
Franchi se of fices (4)

Percent change
Conpany- owned of fices
Former mmj or franchise
territories

Total conpany-owned of fices

Fi scal year 2004
Conpany- owned of fices (2)
Former mmj or franchise
territories (3)

Total conpany-owned of fices
Franchi se offices (4)
Digital tax solutions (6)

1, 330 1, 565 2, 895
1,042 634 1,676
4757 5166 0,023
-1.7% -6.6% -4, 4%
7.0%  -10.7% -3.6%
""" 11%  -6.9%  -4.3%
T e et -3, 0%
21. 7% 16. 3% 19. 6%
"""" 4.6%  -4.0%  0.1%
$141.05  $142.71 $141. 94
130.29  130.51 130. 41
140.28 14179 141.10
125.71  124.78 125. 23
'$134.99  $135.91  $135.48
$129.34  $133.58 $131. 67
119.20  121.23 120. 41
128.67  132.61  130.85
115.58  115.04 115. 29
$123.99  $126.54  $125.30
9. 1% 6. 8% 7.8%
9. 3% 7. 7% 8. 3%
"""" °0.0%  6.9%  7.8%
"""" 8.8%  8.5% 8 6%
"""" 8.9%  7.4% 8 0%
1,112 1,042 2,154
81 77 158
1108 1118 2,312
713 610 1,323
20 25 45
1026 1754 3,680
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Fi scal year 2003 (5)

Conpany- owned of fices (2) 1,146 1,148 2,294

Former mmj or franchise

territories (3) 81 89 170

Total conpany-owned of fices 1, 227 1, 237 2,464

Franchi se offices (4) 703 653 1, 356

Digital tax solutions (6) 19 29 48
1,949 1,919 3, 868

Percent change

Conpany- owned of fices -3.0% -9.2% -6.1%
Former mmj or franchise
territories 0. 0% -13.5% -7.1%
Total conpany-owned of fices -2.8% -9.5% -6.2%
Franchi se offices 1.4% -6. 6% -2.4%
Digital tax solutions 5.3% -13.8% -6.3%
Tot al -1.2% -8.6% -4.9%
O fices FY 2004 FY 2003
Conpany- owned of fices (2) 4,746 4,672
Former mmj or franchise
territories (3) 459 --
Conpany- owned shared office
| ocations (8) 947 607
Total conpany-owned of fices 6, 152 5, 279
Franchi se offices (4) 3,374 3, 398
Former mmj or franchise
territories (3) -- 529
Franchi se shared office
| ocations (8) 325 95
Total franchise offices 3, 699 4,022
9, 851 9, 301

(1)

(2)

(3)

(4)

(5)

(6)

Includes fees received for tax return preparation services and
system admi ni stration fees.

Excl udes conpany-owned offices in former mmjor franchise
territories which commenced operations during fiscal year 2004.

I mpact of conpany-owned offices in former mmjor franchise
territories which commenced operations during fiscal year 2004.

Represents remai ning maj or franchise territories and other
franchi ses.

Prior year numbers have been recl assified between conpany-owned
and franchise offices for offices in former franchise territories
whi ch conmenced conpany-owned operations during fiscal year 2004.

I ncludes on-line conpleted and paid returns and federal software
units sol d.
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(7) Calculated as tax preparation and related fees divided by clients
served.

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

CONTACT: H&R Bl ock I nc.
Medi a Rel ati ons:
Bob Schnei der, 816-932-4835
bschnei der @r bl ock. com
or
I nvest or Rel ati ons:
Mark Barnett, 816-701-4443
mar bar nett @r bl ock. com

SOURCE: H&R Bl ock I nc.
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