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INTRODUCTION AND FORWARD-LOOKING STATEMENTS

Specified portions of our proxy statement are “incorporated by reference” in response to certain items. Our proxy
statement will be made available to shareholders in July 2013, and will also be available on our website at
www.hrblock.com.

This report and other documents filed with the Securities and Exchange Commission (SEC) may contain
forward-looking statements. In addition, our senior management may make forward-looking statements orally to
analysts, investors, the media and others. Forward-looking statements can be identified by the fact that they do not
relate strictly to historical or current facts. They often include words or variation of words such as “expects,” “anticipates,”
“intends,” “plans,” “believes,” “seeks,” “estimates,” “projects,” “forecasts,” “targets,” “would,” “will,” “should,” “could,” “ma
expressions. Forward-looking statements provide management's current expectations or predictions of future
conditions, events or results. All statements that address operating performance, events or developments that we
expect or anticipate will occur in the future are forward-looking statements. They may include estimates of revenues,
income, earnings per share, capital expenditures, dividends, stock repurchase, liquidity, capital structure or other
financial items, descriptions of management's plans or objectives for future operations, services or products, or
descriptions of assumptions underlying any of the above. All forward-looking statements speak only as of the date
they are made and reflect the Company's good faith beliefs, assumptions and expectations, but they are not guarantees
of future performance or events. Furthermore, the Company disclaims any obligation to publicly update or revise any
forward-looking statement to reflect changes in underlying assumptions, factors, or expectations, new information,
data or methods, future events or other changes, except as required by law. By their nature, forward-looking
statements are subject to risks and uncertainties that could cause actual results to differ materially from those
suggested by the forward-looking statements. Factors that might cause such differences include, but are not limited to,
a variety of economic, competitive and regulatory factors, many of which are beyond the Company's control. Investors
should understand that it is not possible to predict or identify all such factors and, consequently, should not consider
any such list to be a complete set of all potential risks or uncertainties. Details about risks affecting various aspects of
our business are included throughout this Form 10-K. Investors should carefully consider all of these risks, and should
pay particular attention to Item 1A, “Risk Factors,” of this Form 10-K.
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PART

ITEM 1. BUSINESS

GENERAL DEVELOPMENT OF BUSINESS

H&R Block, Inc. was organized as a corporation in 1955 under the laws of the State of Missouri and has subsidiaries
that provide tax preparation and banking services. “H&R Block,” “the Company,” “we,” “our” and “us” are used interchangeal
to refer to H&R Block, Inc. or to H&R Block, Inc. and its subsidiaries, as appropriate to the context. A complete list
of our subsidiaries can be found in Exhibit 21.

Our Tax Services segment provides assisted income tax return preparation, digital tax solutions and other services and
products related to income tax return preparation to the general public primarily in the United States (U.S.) and its
territories, Canada and Australia. This segment also offers financial services through H&R Block Bank (HRB Bank).
In addition to our Tax Services segment, we separately report the results of corporate operations which include net
interest margin and gains or losses relating to mortgage loans held for investment, real estate owned and residual
interests in securitizations, along with interest expense on borrowings, other corporate expenses and eliminations of
intercompany activities.

Through ownership of HRB Bank, we are a savings and loan holding company (SLHC) regulated by the Board of
Governors of the Federal Reserve System (Federal Reserve). As previously announced, we are in the process of
evaluating alternative means of ceasing to be an SLHC, in which case we would no longer be subject to regulation by
the Federal Reserve as an SLHC. In connection with that evaluation, we are exploring alternatives to continue
delivering financial services to our customers. Our evaluation of alternatives is ongoing and we cannot predict the
timing, the circumstances, or the likelihood that we will cease to be regulated as an SLHC.

FINANCIAL INFORMATION ABOUT INDUSTRY SEGMENTS

See discussion below and in Item 8, note 22 to the consolidated financial statements.
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DESCRIPTION OF BUSINESS

TAX SERVICES

GENERAL — We provide tax return preparation and related services and products to the general public primarily in the
U.S. and its territories, Canada, and Australia. Major revenue sources include fees earned for tax preparation and
related services performed at company-owned retail tax offices, royalties from franchisees, sales of tax preparation
software, online tax preparation fees and fees from complementary services. HRB Bank also offers traditional banking
services including checking and savings accounts, individual retirement accounts and certificates of deposit.

Tax Returns Prepared. During fiscal year 2013, 25.4 million tax returns were prepared by and through H&R Block
worldwide, compared to 25.6 million in 2012 and 24.5 million in 2011. In the U.S., 22.2 million tax returns were
prepared by and through H&R Block during fiscal year 2013, compared to 22.3 million in 2012 and 21.4 million in
2011. Our U.S. tax returns prepared during the 2013 tax season, including those prepared by our franchisees and those
prepared and filed at no charge, constituted approximately 16% of an Internal Revenue Service (IRS) estimate of total
individual income tax returns filed during the fiscal year 2013 tax season. See Item 7 for further discussion of changes
in the number of tax returns prepared.

ASSISTED - Assisted income tax return preparation and related services are provided by tax professionals via a system
of retail offices operated directly by us or by franchisees.

Franchises. We offer franchises as a way to expand our presence in certain markets. Our franchise arrangements
provide us with certain rights designed to protect our brand. Most of our franchisees receive, among other things, the
right to use our trademark and software, access to product offerings and expertise, signs, specialized forms,
advertising and initial training and supervisory services. Our franchisees pay us a percentage of approximately 30% of
gross tax return preparation and related service revenues as a franchise royalty in the U.S.

During fiscal years 2013, 2012 and 2011, we sold certain company-owned offices to existing franchisees for sales
proceeds totaling $3.8 million, $17.3 million and $65.6 million, respectively. The net gain on these transactions
totaled $1.3 million, $16.6 million and $45.1 million in fiscal years 2013, 2012 and 2011, respectively. The majority
of these sales are financed through loans made by one of our consolidated subsidiaries.

From time to time, we have acquired the assets of existing franchisees and other tax return preparation businesses, and
may continue to do so if future conditions warrant and satisfactory terms can be negotiated.

Offices. During the 2013 tax season, we operated in 10,718 offices across the U.S. at the peak of the tax season. A
summary of our company-owned and franchise offices is included in Item 7, under “Tax Services — Operating Statistics.”
We sold nine, 83 and 280 company-owned offices to franchisees in fiscal years 2013, 2012 and 2011, respectively.
Offices in shared locations at April 30, 2013 consist primarily of offices in Walmart stores. The U.S. Walmart license
agreement, which covered approximately 450 offices, expired as of April 30, 2013, and was not renewed. In previous
years, we had a similar license agreement with Sears, but this agreement expired in July 2012 and was not renewed.
DO-IT-YOURSELF - In addition to our retail offices, we offer a number of digital do-it-yourself (DIY) tax preparation
alternatives. By offering professional assisted and DIY tax preparation options through multiple channels, we seek to
serve our clients in the manner they choose to be served.

Online Tax Services. We offer a comprehensive range of online tax services, from tax advice to complete professional
and DIY tax return preparation and electronic filing, through our website at www.hrblock.com. Services available at
this website allow clients to prepare their federal and state income tax returns using the H&R Block At Home® Online
Tax Program, access tax tips, advice and tax-related news, and use calculators for tax planning. We participate in the
Free File Alliance (FFA). This alliance was created by the tax return preparation industry and the IRS, and allows
qualified filers with an adjusted gross income of $57,000 or less to prepare and file their federal return online at no
charge. We believe this program provides a valuable public service and increases our visibility with new clients, while
also providing an opportunity to offer our state tax return preparation services to these clients.

Software. We develop and market H&R Block At Home® income tax preparation software. H&R Block At Home®
offers a simple step-by-step tax preparation interview, data imports from money management software, calculations,
completion of the appropriate tax forms, error checking and electronic filing. Our software may be purchased online,
through third-party retail stores or via direct mail.
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Mobile Applications. We develop and offer applications for mobile devices which provide tax and related services to
clients, including online tax preparation and tools that complement our tax preparation software.

OTHER OFFERINGS - In addition to our tax services, we also offer clients a number of additional services, including
refund anticipation checks that include a fee deduction feature (RACs), H&R Block Emerald Advance® lines of credit
(EAs), prepaid

2 H&R Block 2013 Form 10K




Edgar Filing: H&R BLOCK INC - Form 10-K

Table of Contents

debit cards, our Peace of Mind® (POM) guarantee, credit cards, and, for our Canadian clients, a refund discount
(CashBack) program.

Refund Anticipation Checks. RACs allow clients to receive their tax refunds by their chosen method of disbursement
and include a feature allowing clients to deduct tax preparation and service fees from their tax refunds. Clients may
choose to receive their RAC proceeds by direct deposit to a deposit account, by deposit to their H&R Block Prepaid
Emerald MasterCard® or by receiving a check. RACs are available to U.S. clients and are frequently obtained by
those who (1) do not have bank accounts into which the IRS can direct deposit their refunds; (2) like the convenience
of a temporary account for receipt of their refund; or (3) prefer to have their tax preparation fees paid directly out of
their refunds.

H&R Block Emerald Advance® Lines of Credit. EAs are offered to clients in our offices typically from late
November through mid-January, currently in an amount not to exceed $1,000. If the borrower meets certain criteria as
agreed in the loan terms, the line of credit can be utilized year-round. Borrowers may choose to pay down balances on
EAs with their tax refunds.

H&R Block Prepaid Emerald Mastercard®. The H&R Block Prepaid Emerald MasterCard® allows clients to receive
their tax refunds from the IRS directly on a prepaid debit card, or to direct RAC proceeds to the card to avoid
check-cashing fees. The card can be used for everyday purchases, bill payments and ATM withdrawals anywhere
MasterCard® is accepted. Additional funds can be added to the card account year-round through direct deposit or at
participating retail locations.

Peace of Mind® Guarantee. In addition to our standard guarantee, we offer our POM guarantee to U.S. clients,
whereby we (1) represent our clients if they are audited by the IRS, and (2) assume the cost, subject to certain limits,
of additional taxes owed by a client resulting from errors attributable to H&R Block. The POM guarantee has a
cumulative limit of $5,500 in additional taxes assessed with respect to the federal, state and local tax returns we
prepared for applicable clients during the taxable year covered by the guarantee.

Credit Cards. In fiscal year 2013, HRB Bank began offering unsecured credit cards. These credit cards are offered to
selected customers, primarily previous H&R Block clients, based on their credit profile and have a maximum
available credit limit of $2,500.

CashBack Refund Discount Program. During the tax season, our Canadian operations advance refunds due to certain
clients from the Canada Revenue Agency (CRA), for a fee. The fee charged for this service is mandated by the CRA.
The client assigns to us the full amount of the tax refund to be issued by the CRA and the refund amount is then sent
by the CRA directly to us. The number of returns discounted under the CashBack program in fiscal year 2013 was
620,000, compared to 724,000 in 2012 and 821,000 in 2011.

SEASONALITY OF BUSINESS — Because most of our clients file their tax returns during the period from January
through April of each year, substantially all of our revenues from income tax return preparation and related services
and products are earned during this period. As a result, we generally operate at a loss through the first eight months of
the fiscal year.

HRB Bank’s operating results are subject to seasonal fluctuations primarily related to the offering of the H&R Block
Prepaid Emerald MasterCard®, EAs and RACs, and therefore peak in January and February and taper off through the
remainder of the tax season.

COMPETITIVE CONDITIONS — We provide both assisted and DIY tax preparation services and products and face
substantial competition in and across each category. There are a substantial number of tax return preparation firms and
accounting firms offering tax return preparation services, and we face significant competition from independent tax
preparers and certified public accountants. Certain firms are involved in providing electronic filing services and RACs
or similar services to the public. Commercial tax return preparers and electronic filers are highly competitive with
regard to price and service, and many firms offer services that may include preparation of tax returns at no charge. Our
assisted tax preparation business also faces competition from firms offering DIY tax preparation services and
products. In terms of the number of offices and personal tax returns prepared and electronically filed in offices, online
and via our software, we are one of the largest single providers of tax return preparation solutions and electronic filing
services in the U.S. We also believe we operate the largest tax return preparation businesses in Canada and Australia.
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Our DIY tax preparation options include various forms of digital electronic assistance, including online, mobile and
desktop software. Many other companies offer digital and online tax preparation services, including Intuit, Inc., our
largest competitor offering such services. Like all tax return preparation services and products, price and marketing
competition for digital tax preparation services is intense among value and premium products and many firms offer
digital services and products at no charge. Our digital tax solutions services and products also compete with in-office
tax preparation services. U.S. federal and certain state and foreign taxing authorities also currently offer, or facilitate
the offering of, tax return preparation and filing options to taxpayers at no charge.

HRB Bank provides banking services primarily to our assisted and DIY tax clients and for many of these clients, HRB
Bank is their only provider of banking services. HRB Bank does not seek to compete broadly with regional or national
retail banks.
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GOVERNMENT REGULATION — TAX PREPARERS - Our tax preparation business is subject to various forms of
government regulation, including the following:

U.S. Federal Tax Preparer Regulations. U.S. federal legislation requires income tax return preparers to, among other
things, set forth their signatures and identification numbers, including their Preparer Tax Identification Number
(PTIN), on all tax returns prepared by them and retain all tax returns prepared by them for three years. U.S. federal
laws also subject income tax return preparers to accuracy-related penalties in connection with the preparation of
income tax returns. Preparers may be prohibited from continuing to act as income tax return preparers if they
continuously and repeatedly engage in specified misconduct.

The U.S. federal government regulates the electronic filing of income tax returns in part by requiring electronic filers
to comply with all publications and notices of the IRS applicable to electronic filing. We are required to provide
certain electronic filing information to taxpayers and comply with advertising standards for electronic filers. We are
also subject to possible monitoring by the IRS, and if deemed appropriate, the IRS could impose various penalties,
including penalties for improper disclosure or use of taxpayer information, other preparer penalties or suspension from
the IRS electronic filing program.

IRS regulations require all tax return preparers to use a PTIN as their identifying number on U.S. federal tax returns
filed after December 31, 2010. On January 18, 2013, the Federal District Court for the District of Columbia enjoined
the IRS from enforcing the recently implemented regulations requiring paid tax return preparers to be authorized to
practice before the IRS as a prerequisite to obtaining or renewing a PTIN. Under the enjoined regulations, the IRS
would be permitted to conduct tax compliance checks on tax return preparers, has defined the individuals who are
considered “tax return preparers” for the PTIN requirement, and charge a PTIN user registration fee of $64.25 per year
for new registrations and $63.00 per year for renewals. The IRS would also be permitted to conduct background
checks on PTIN applicants. The decision of the Federal District Court has been appealed by the IRS.

Financial Privacy Regulations. The Gramm-Leach-Bliley Act and related Consumer Financial Protection Bureau
(CFPB) and Federal Trade Commission (FTC) regulations require income tax preparers to (1) adopt and disclose
consumer privacy notices, (2) provide consumers a reasonable opportunity to control (via “opt-out”) whether their
nonpublic personal information is disclosed to unaffiliated third-parties (subject to certain exceptions), and (3)
implement reasonable safeguards to protect the security and confidentiality of nonpublic personal information. In
addition, the IRS generally prohibits the use or disclosure of taxpayer information by tax return preparers for purposes
other than tax return preparation without the prior written consent of the taxpayer.

State Regulations. Certain states have privacy laws and regulations similar to the U.S. federal regulations described
above. Most states also have data security breach notice laws requiring notice be provided to impacted individuals and
others if there is unauthorized access to certain nonpublic personal information. Certain states have regulations and
requirements relating to offering income tax courses. These requirements include licensing, bonding and certain
restrictions on advertising.

Franchise Regulations. Many of the income tax return preparation offices operating in the U.S. under the name “H&R
Block™ are operated by franchisees. Our franchising activities are subject to the rules and regulations of the FTC,
potential enforcement by the CFPB, and various state laws regulating the offer and sale of franchises. The FTC and
various state laws require us to furnish to prospective franchisees a franchise disclosure document containing certain
prescribed information. A number of states in which we are currently franchising regulate the sale of franchises and
require registration of the franchise disclosure document with certain state authorities. We are currently operating
under exemptions from registration in several of these states based on our net worth and experience. Substantive state
laws regulating the franchisor/franchisee relationship presently exist in a large number of states, and bills have been
introduced in Congress from time to time that would provide for federal regulation of the franchisor/franchisee
relationship in certain respects. The state laws often limit, among other things, the duration and scope of
non-competition provisions, the ability of a franchisor to terminate or refuse to renew a franchise and the ability of a
franchisor to designate sources of supply. From time to time, we may make appropriate amendments to our franchise
disclosure document to comply with our disclosure obligations under U.S. federal and state laws.

Foreign Regulations. We are also subject to a variety of other regulations in various foreign markets, including
anti-corruption laws and regulations. Foreign regulations and laws potentially affecting our business are evolving
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rapidly. We rely on external counsel in the countries in which we do business to advise us regarding compliance with
applicable laws and regulations. As our international operations grow, we continue to develop and enhance our
internal legal and operational compliance programs that guide our businesses in complying with laws and regulations
applicable in the countries in which we do business.

REGULATION AND SUPERVISION - BANK AND HOLDING COMPANIES - Our indirect subsidiary, HRB Bank,
is a federal savings bank chartered under the Home Owner's Loan Act, as amended (HOLA). H&R Block, Inc., H&R
Block Group, Inc. and Block Financial LLC (our Holding Companies) are SLHCs because they control HRB Bank.
The following is a general description of certain U.S. federal banking statutes and regulations that apply to HRB Bank
and our Holding Companies.

The Dodd-Frank Act. The Dodd-Frank Wall Street Reform and Consumer Protection Act (the Dodd-Frank Act) was
signed into law on July 21, 2010. This federal statute made extensive changes to the laws regulating federal savings
banks, their holding companies and other financial services companies. The Dodd-Frank Act requires various federal
agencies to adopt many new

4 H&R Block 2013 Form 10K
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implementing rules and regulations. The federal agencies are given significant discretion in drafting the new rules and
regulations; consequently, many of the details and much of the impact of the Dodd-Frank Act will not be known for
several years.

The Dodd-Frank Act substantially restructured the regulation of federal savings associations and savings and loan
holding companies. The Office of Thrift Supervision (OTS), which previously was the primary federal regulator for
both HRB Bank and our Holding Companies, was eliminated. On July 21, 2011, the OTS transferred its regulatory
authority to the Office of the Comptroller of the Currency (OCC) and the Federal Reserve. On that date, the OCC, the
primary federal regulator for national banks, became the primary federal regulator for federal savings banks, including
HRB Bank, and the Federal Reserve became the primary federal regulator for all SLHCs and their nonbank
subsidiaries, including our Holding Companies and their nonbank subsidiaries.

The Dodd-Frank Act further limited the activities of SLHCs and their nonbank subsidiaries. The OTS had authorized
SLHCs and their nonbank subsidiaries to engage in the broadest range of financial activities that could be engaged in
by a bank holding company that has elected to be a financial holding company (FHC). Pursuant to the Dodd-Frank
Act, the Federal Reserve has issued a regulation that SLHCs, and their nonbank subsidiaries, may only engage in such
financial activities if the SLHCs qualify for and elect to become FHCs. Our Holding Companies have not elected to
become FHCs and have no plans to do so.

The Dodd-Frank Act also weakened the federal preemption rules that have been applicable for national banks, federal
savings banks and their subsidiaries, and gives state attorneys general the ability to enforce consumer protection laws.
Prior to the enactment of the Dodd-Frank Act, OTS regulations provided that the HOLA, and the OTS regulations that
interpret the HOLA, preempted the entire field of state regulation in the critical areas of lending and deposit-taking,
resulting in federal preemption of most state consumer protection laws in those areas. The Dodd-Frank Act, effective
July 21, 2011, changed the legal standard for federal savings association preemption of state laws to a “conflict”
preemption standard that is the same as the standard for national bank preemption of state laws. The Dodd-Frank Act
also eliminated, effective July 21, 2012, federal preemption for subsidiaries and affiliates of national banks and federal
savings banks. As a result, state statutes and regulations that were previously not applicable to our nonbank
subsidiaries are no longer preempted.

The Dodd-Frank Act also imposes consolidated capital requirements on SLHCs. These requirements may have a
significant long term effect on our Holding Companies and, as a result, we are in the process of evaluating alternative
means of ceasing to be an SLHC. The Dodd-Frank Act requires the Federal Reserve to promulgate minimum capital
requirements for SLHCs, including leverage (Tier 1) and risk-based capital requirements that are no less stringent than
those applicable to banks at the time the Dodd-Frank Act was adopted.

Regulatory Supervision and Enforcement Authority. The OCC has extensive supervision and enforcement authority
over all federal savings associations, including HRB Bank, and the Federal Reserve has extensive supervision and
enforcement authority over all SLHCs, including our Holding Companies. Enforcement authority includes, among
other things, the ability to assess civil money penalties, to issue cease-and-desist and removal orders and to initiate
injunctive actions. In general, these enforcement actions may be initiated for violations of laws and regulations and
unsafe or unsound practices. Public disclosure of final enforcement actions by the OCC or the Federal Reserve is
generally required by law.

Regulatory Capital Requirements. OCC regulations require HRB Bank to maintain specified minimum levels of
regulatory capital. To be well capitalized, a federal savings association must have a leverage ratio of at least 5.0%, a
Tier 1 risk-based capital ratio of at least 6.0% and a total risk-based capital ratio of at least 10.0%. To be adequately
capitalized, a federal savings association must have a leverage ratio of at least 4.0%, a Tier 1 risk-based capital ratio of
at least 4.0% and a total risk-based capital ratio of at least 8.0%. As of March 31, 2013, HRB Bank's most recent Call
Report filing with the OCC, HRB Bank was well-capitalized, with a leverage ratio of 25.5%, a Tier 1 risk-based
capital ratio of 130.3%, and a total risk-based capital ratio of 131.6%.

On August 30, 2012, the OCC, FDIC and Federal Reserve issued in the Federal Register a joint notice of proposed
rulemaking that would increase the capital requirements for federal savings banks, including HRB Bank. See below
under "New SLHC Regulatory Capital Requirements" for further information on the OCC's proposed capital
requirements. The OCC has not issued final capital regulations and it is unclear when it will do so and when the new
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capital regulations will become effective.

The OCC is authorized to take certain enforcement actions against federal savings banks that fail to meet the
minimum ratios for an adequately capitalized institution and to impose other restrictions on federal savings banks that
are less than adequately capitalized.

Limitations on Dividends and Other Capital Distributions. OCC regulations impose various restrictions on federal
savings banks with respect to their ability to make distributions of capital, which include dividends, stock redemptions
or repurchases and other transactions charged to the capital account.

Under OCC regulations, federal savings banks, such as HRB Bank, may generally make capital distributions during
any calendar year equal to net income of the bank for the previous two calendar years, net of prior dividends paid by
the bank, and current year-to-date net income. OCC regulations generally require that federal savings banks remain
adequately capitalized before and after the proposed distribution. A federal savings bank proposing to make any
capital distribution greater than these limits must obtain
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OCC approval prior to making such distributions. Because of the seasonal nature of our business and wide
fluctuations in the level of HRB Bank's assets, our Holding Companies regularly make capital contributions to HRB
Bank, and HRB Bank regularly seeks regulatory approval to repay such capital contributions as extraordinary
dividends.

Consumer Protection Laws. In connection with its lending activities, HRB Bank is subject to federal laws designed to
protect borrowers and promote lending, including the Equal Credit Opportunity Act, the Truth-in-Lending Act, the
Home Mortgage Disclosure Act, the Real Estate Settlement Procedures Act, and the Community Reinvestment Act
(CR Act). In addition, federal banking regulations limit the ability of banks and other financial institutions to disclose
nonpublic personal information to unaffiliated third parties. The CR Act requires the OCC to assess HRB Bank’s
record in meeting the credit needs of the communities served by HRB Bank, including low and moderate income
neighborhoods. Under the CR Act, institutions are assigned a rating of outstanding, satisfactory, needs to improve, or
substantial non-compliance. HRB Bank received a “satisfactory” rating in its most recent CR Act evaluation.

Bank Secrecy Act/Anti-Money Laundering Laws. HRB Bank is subject to the Bank Secrecy Act and other anti-money
laundering laws and regulations, including the USA PATRIOT Act of 2001. These laws and regulations require HRB
Bank to implement policies, procedures, and controls to detect, prevent, and report money laundering and terrorist
financing, and to verify the identity of its customers. Violations of these requirements can result in substantial civil
and criminal sanctions.

Qualified Thrift Lender Test. As a federal savings bank, HRB Bank is required to meet the Qualified Thrift Lender
(QTL) test. This test requires HRB Bank to have at least 65% of its portfolio assets in qualified thrift investments on a
monthly average for nine out of every 12 months on a rolling basis. As an alternative, HRB Bank may maintain 60%
of its assets in those assets specified in Section 7701(a)(19) of the Internal Revenue Code. Under either test, HRB
Bank is required to maintain a significant portion of its assets in residential housing related loans and investments.
Any institution that fails to meet the QTL test is immediately subject to certain restrictions on its operations, unless it
requalifies as a QTL. These restrictions also include limitations on paying any dividends. Failure to meet the QTL test
is a statutory violation subject to enforcement action. As of April 30, 2013 and 2012, HRB Bank met the QTL test.
Insurance of Accounts. HRB Bank is subject to certain regulations issued by the Federal Deposit Insurance
Corporation (FDIC), which insures the deposits of HRB Bank to the maximum extent permitted by law. This
regulation of HRB Bank is intended for the protection of its depositors and loan customers.

The FDIC insures HRB Bank’s deposit accounts. The FDIC assesses deposit insurance premiums on each
FDIC-insured institution based on its capital, supervisory ratings, and other factors. As required by the Dodd-Frank
Act, the FDIC adopted rules effective April 1, 2011, under which insurance premium assessments are based on an
institution’s total assets minus its tangible equity instead of its deposits.

Transactions with Affiliates. Transactions between HRB Bank and its affiliates are required to be on terms at least as
favorable to HRB Bank as transactions with non-affiliates, and certain covered transactions are restricted to a
percentage of HRB Bank’s capital.

Federal Home Loan Bank System. HRB Bank is a member of the Federal Home Loan Bank of Des Moines (FHLB),
which serves as a reserve or central bank for its members and makes loans or advances to its members. As of April 30,
2013 and 2012, HRB Bank had no outstanding advances from the FHLB.

Federal Reserve Regulation of SLHCs. Each of our Holding Companies is a savings and loan holding company within
the meaning of the HOLA. As such, they are registered as unitary savings and loan holding companies with the
Federal Reserve and are subject to Federal Reserve regulations, examinations, supervision and reporting requirements.
In addition, the Federal Reserve has supervisory and enforcement authority over our Holding Companies and their
non-bank subsidiaries. Among other things, this authority permits the Federal Reserve to restrict or prohibit activities
that are determined to be a serious risk to HRB Bank. Our Holding Companies are expected to be a source of strength
to HRB Bank, able to commit capital and liquidity to the bank during times of economic stress.

New SHLC Regulatory Capital Requirements. The Dodd-Frank Act imposed new regulatory capital requirements for
SLHCs. On August 30, 2012, the Federal Reserve published in the Federal Register a notice of proposed rulemaking
on increased capital requirements, implementing changes required by the Dodd-Frank Act and aspects of the Basel III
regulatory capital reforms, portions of which would apply to top-tier SLHCs including H&R Block, Inc. The OCC and
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the FDIC joined the Federal Reserve in requesting comments on new regulatory capital requirements for banks,
savings banks and their holding companies. The proposed rules include new risk-based capital and leverage ratios
including (1) minimum common equity Tier 1 risk-based capital ratio of 4.5%; (2) minimum Tier 1 risk-based capital
ratio of 6.0%; (3) minimum total risk-based capital ratio of 8.0%; and (4) minimum Tier 1 capital to adjusted average
consolidated assets (leverage ratio) of 4.0%. The proposed rules also require the subtraction of goodwill and other
intangibles from capital determined under accounting principles generally accepted in the United States (GAAP) for
the purposes of calculating Tier 1 capital. The proposed capital requirements for SLHCs, if implemented as proposed,
would require us to retain additional capital, restrict our ability to (or the level at which we would be able to) pay
dividends and repurchase

6 H&R Block 2013 Form 10K
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shares of our common stock and alter our strategic plans. As originally proposed, these capital requirements would
have been phased in incrementally beginning January 1, 2013, with full implementation to occur by January 1, 2015.
However, the Federal Reserve announced on November 9, 2012 that the implementation would be postponed beyond
January 1, 2013 to an unspecified date.

The proposed rules also add a requirement for a minimum capital conservation buffer of 2.5% of risk-weighted assets,
which would be incremental to each of the above ratios except for the leverage ratio. If implemented as proposed, the
conservation buffer would be phased in, starting at 0.625% on January 1, 2016, increasing by that amount each year
until fully implemented effective January 1, 2019. The capital conservation buffer would result in the following
minimum ratios: (1) a common equity Tier 1 risk-based capital ratio of 7.0%; (2) a Tier 1 risk-based capital ratio of
8.5%; and (3) a total risk-based capital ratio of 10.5%. Failure to maintain a conservation buffer would result in
restrictions on capital distributions, which includes dividends and share repurchase activity, and certain discretionary
cash bonus payments to executive officers.

The deadline for comment on the proposed rules was October 22, 2012, and numerous banking associations, industry
groups, and individual companies provided comments on the proposed rules to the regulators. We filed a comment
letter asking the Federal Reserve to follow the Collins Amendment, which includes provisions that defer the effective
date for new minimum capital requirements for SLHCs until July 21, 2015, and make the proposed capital
requirements for SLHCs effective no earlier than such date. The regulators are in the process of reviewing the
comments before publishing final capital requirements.

If such regulations are implemented as proposed, banks and their holding companies, including our Holding
Companies, will be subject to higher minimum capital requirements and will be required to hold a greater amount of
equity than currently required. The regulations ultimately applicable to our Holding Companies may be substantially
different from the proposed regulations. We will continue to monitor the rulemaking process for any modifications or
clarifications that may be made prior to finalization. There is no assurance that the proposed rules will be adopted in
their current form, what changes may be made prior to adoption, when the final rules will be effective, or how the
final rules would ultimately affect our business.

As discussed in Item 1A, “Risk Factors,” we are in the process of evaluating alternative means of ceasing to be an
SLHC, in which case we would no longer be subject to regulation by the Federal Reserve as an SLHC.

Consumer Financial Protection Bureau. The Dodd-Frank Act created the new CFPB with the power to administer and
enforce federal financial consumer protection laws. The CFPB may issue regulations that apply to HRB Bank, and to
our non-bank subsidiaries that provide consumer financial services and products. The CFPB may examine, and take
enforcement actions against, our non-bank subsidiaries. See Item 1A for further information on the CFPB.

See Item 7, under “Regulatory Environment” and Item 8, note 21 to the consolidated financial statements for additional
discussion of regulatory requirements.

SERVICE MARKS, TRADEMARKS AND PATENTS

We have made a practice of selling our services and products under service marks and trademarks and of obtaining
protection for these by all available means including, but not limited to, registration of our service marks and
trademarks in the U.S. and other countries where our services and products are marketed. We consider these service
marks and trademarks, in the aggregate, to be of material importance to our business, particularly our businesses
providing services and products under the “H&R Block™ brand.

We have no registered patents material to our business.

EMPLOYEES

We had approximately 2,200 regular full-time employees as of April 30, 2013. The highest number of persons we
employed during the fiscal year ended April 30, 2013, including seasonal employees, was approximately 80,700.
AVAILABILITY OF REPORTS AND OTHER INFORMATION

Our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to
those reports filed with or furnished to the SEC are available, free of charge, through our website at www.hrblock.com
as soon as reasonably practicable after such reports are electronically filed with or furnished to the SEC. The public
may read and copy any materials we file with the SEC at the SEC’s Public Reference Room at 100 F Street, NE,
Washington, DC 20549. The public may obtain information on the operation of the Public Reference Room by calling
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the SEC at 1-800-SEC-0330. The SEC maintains a website at www.sec.gov containing reports, proxy and information
statements and other information regarding issuers who file electronically with the SEC.
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