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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
(Mark One)

þ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended January 31, 2018
OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from             to             

Commission file number 1-06089
H&R Block, Inc.
(Exact name of registrant as specified in its charter)
MISSOURI 44-0607856
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
One H&R Block Way, Kansas City, Missouri 64105
(Address of principal executive offices, including zip code)
(816) 854-3000
(Registrant's telephone number, including area code)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Yes þ     No ¨
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).
Yes þ     No ¨
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company or an emerging growth company. See the definitions of "large accelerated filer,"
"accelerated filer," "smaller reporting company" and "emerging growth company" in Rule 12b-2 of the Exchange Act.
(Check one)
Large accelerated filer þ           Accelerated filer ¨         Non-accelerated filer ¨          Smaller reporting company ¨    
 Emerging growth company ¨
(Do not check if a smaller reporting company)
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes ¨    No  þ
The number of shares outstanding of the registrant's Common Stock, without par value, at the close of business on
February 28, 2018: 209,202,224 shares.
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PART I    FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE LOSS

(unaudited,
in 000s, except 
per share amounts)

Three months ended
January 31,

Nine months ended
January 31,

2018 2017 2018 2017

REVENUES:
Service revenues $388,771 $361,397 $641,389 $592,721
Royalty, product and other revenues 99,655 90,485 125,693 115,678

488,426 451,882 767,082 708,399
OPERATING EXPENSES:
Cost of revenues:
Compensation and benefits 181,958 165,015 303,434 275,098
Occupancy and equipment 107,981 104,094 311,752 297,586
Provision for bad debt 29,191 28,348 33,429 29,634
Depreciation and amortization 32,046 29,828 90,391 87,206
Other 65,425 61,492 145,329 136,041

416,601 388,777 884,335 825,565
Selling, general and administrative:
Marketing and advertising 64,209 84,101 82,875 103,663
Compensation and benefits 66,942 58,408 185,453 174,223
Depreciation and amortization 16,442 15,332 46,487 44,986
Other selling, general and administrative 21,505 30,056 66,378 77,500

169,098 187,897 381,193 400,372
Total operating expenses 585,699 576,674 1,265,528 1,225,937

Other income (expense), net 1,028 134 3,259 4,948
Interest expense on borrowings (24,560 ) (25,940 ) (67,102 ) (70,026 )
Loss from continuing operations before income taxes (benefit) (120,805 ) (150,598 ) (562,289 ) (582,616 )
Income taxes (benefit) 122,120 (49,386 ) (43,234 ) (216,963 )
Net loss from continuing operations (242,925 ) (101,212 ) (519,055 ) (365,653 )
Net loss from discontinued operations, net of tax benefits of $1,422
and $1,919, $6,094 and $5,120 (2,720 ) (3,302 ) (10,723 ) (8,754 )

NET LOSS $(245,645) $(104,514) $(529,778) $(374,407)

BASIC AND DILUTED LOSS PER SHARE:
Continuing operations $(1.16 ) $(0.49 ) $(2.49 ) $(1.71 )
Discontinued operations (0.02 ) (0.01 ) (0.05 ) (0.04 )
Consolidated $(1.18 ) $(0.50 ) $(2.54 ) $(1.75 )

DIVIDENDS DECLARED PER SHARE $0.24 $0.22 $0.72 $0.66

COMPREHENSIVE LOSS:
Net loss $(245,645) $(104,514) $(529,778) $(374,407)
Unrealized gains (losses) on securities, net of taxes

— (3 ) 1 (14 )
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Unrealized holding gains (losses) arising during
the period, net of tax benefits of $ - , $ 2 , $ - and $8
Change in foreign currency translation adjustments 4,848 1,762 5,924 (4,116 )
Other comprehensive income (loss) 4,848 1,759 5,925 (4,130 )
Comprehensive loss $(240,797) $(102,755) $(523,853) $(378,537)

See accompanying notes to consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS (unaudited, in 000s, except 
share and per share amounts)

As of January 31,
2018

January 31,
2017

April 30,
2017

ASSETS
Cash and cash equivalents $187,366 $221,172 $1,011,331
Cash and cash equivalents - restricted 83,033 70,166 106,208
Receivables, less allowance for doubtful accounts of $45,215, $47,731 and
$55,296 791,618 787,865 162,775

Income taxes receivable 72,775 38,032 —
Prepaid expenses and other current assets 149,349 85,599 65,725
Total current assets 1,284,141 1,202,834 1,346,039
Property and equipment, at cost, less accumulated depreciation and
amortization of $757,809, $673,594 and $678,161 249,911 282,358 263,827

Intangible assets, net 390,993 434,720 409,364
Goodwill 504,789 483,320 491,207
Deferred tax assets and income taxes receivable 25,305 71,639 83,728
Other noncurrent assets 106,161 102,760 99,943
Total assets $2,561,300 $2,577,631 $2,694,108
LIABILITIES AND STOCKHOLDERS' EQUITY
LIABILITIES:
Accounts payable and accrued expenses $163,653 $239,085 $217,028
Accrued salaries, wages and payroll taxes 135,626 123,457 183,856
Accrued income taxes and reserves for uncertain tax positions 164,246 7,537 348,199
Current portion of long-term debt 1,015 942 981
Deferred revenue and other current liabilities 201,988 183,616 189,216
Total current liabilities 666,528 554,637 939,280
Long-term debt and line of credit borrowings 2,284,231 2,592,622 1,493,017
Deferred tax liabilities and reserves for uncertain tax positions 201,384 109,557 159,085
Deferred revenue and other noncurrent liabilities 107,226 121,631 163,609
Total liabilities 3,259,369 3,378,447 2,754,991
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY:
Common stock, no par, stated value $.01 per share, 800,000,000 shares
authorized, shares issued of 246,198,878 2,462 2,462 2,462

Additional paid-in capital 758,361 752,748 754,912
Accumulated other comprehensive loss (9,374 ) (15,363 ) (15,299 )
Retained deficit (729,578 ) (785,823 ) (48,206 )
Less treasury shares, at cost, of 37,079,700, 39,032,420 and 39,027,573 (719,940 ) (754,840 ) (754,752 )
Total stockholders' equity (deficiency) (698,069 ) (800,816 ) (60,883 )
Total liabilities and stockholders' equity $2,561,300 $2,577,631 $2,694,108

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited, in 000s)
Nine months ended January 31, 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $(529,778) $(374,407)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 136,878 132,192
Provision for bad debt 33,429 29,634
Deferred taxes 113,345 6,128
Stock-based compensation 17,065 16,945
Changes in assets and liabilities, net of acquisitions:
Receivables (651,200 ) (646,290 )
Prepaid expenses and other current assets (83,201 ) (23,208 )
Other noncurrent assets 8,310 7,575
Accounts payable and accrued expenses (36,608 ) (33,560 )
Accrued salaries, wages and payroll taxes (49,255 ) (37,978 )
Deferred revenue and other current liabilities 10,113 (44,243 )
Deferred revenue and other noncurrent liabilities (58,695 ) (57,216 )
Income tax receivables, accrued income taxes and income tax reserves (255,650 ) (378,987 )
Other, net (12,454 ) (6,444 )
Net cash used in operating activities (1,357,701) (1,409,859)

CASH FLOWS FROM INVESTING ACTIVITIES:
Principal payments and sales of mortgage loans and real estate owned, net — 207,174
Capital expenditures (77,865 ) (73,924 )
Payments made for business acquisitions, net of cash acquired (39,397 ) (52,825 )
Franchise loans funded (20,226 ) (31,788 )
Payments received on franchise loans 13,391 20,816
Other, net 1,524 (4,711 )
Net cash provided by (used in) investing activities (122,573 ) 64,742

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayments of line of credit borrowings (40,000 ) (445,000 )
Proceeds from line of credit borrowings 830,000 1,545,000
Dividends paid (150,258 ) (141,537 )
Repurchase of common stock, including shares surrendered (7,746 ) (322,782 )
Proceeds from exercise of stock options 28,268 2,403
Other, net (28,922 ) 373
Net cash provided by financing activities 631,342 638,457

Effects of exchange rate changes on cash 1,792 (2,913 )

Net decrease in cash, cash equivalents and restricted cash (847,140 ) (709,573 )
Cash, cash equivalents and restricted cash, beginning of period 1,117,539 1,000,911
Cash, cash equivalents and restricted cash, end of period $270,399 $291,338

SUPPLEMENTARY CASH FLOW DATA:
Income taxes paid, net of refunds received $102,755 $158,656
Interest paid on borrowings 57,834 59,809
Accrued additions to property and equipment 1,078 5,959

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

7



See accompanying notes to consolidated financial statements.

H&R Block, Inc. | Q3 FY2018 Form 10-Q 3

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

8



Table of Contents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS                  (unaudited)
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
BASIS OF PRESENTATION – The consolidated balance sheets as of January 31, 2018 and 2017, the consolidated
statements of operations and comprehensive loss for the three and nine months ended January 31, 2018 and 2017, and
the consolidated statements of cash flows for the nine months ended January 31, 2018 and 2017 have been prepared
by the Company, without audit. In the opinion of management, all adjustments, which include only normal recurring
adjustments, necessary to present fairly the financial position, results of operations and cash flows as of January 31,
2018 and 2017 and for all periods presented have been made.
"H&R Block," "the Company," "we," "our," and "us" are used interchangeably to refer to H&R Block, Inc. or to H&R
Block, Inc. and its subsidiaries, as appropriate to the context.
Certain information and footnote disclosures normally included in financial statements prepared in accordance with
accounting principles generally accepted in the United States (GAAP) have been condensed or omitted. These
consolidated financial statements should be read in conjunction with the financial statements and notes thereto
included in our April 30, 2017 Annual Report to Shareholders on Form 10-K. All amounts presented herein as of
April 30, 2017 or for the year then ended are derived from our April 30, 2017 Annual Report to Shareholders on Form
10-K.
MANAGEMENT ESTIMATES – The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting periods. Significant estimates, assumptions and judgments are applied in
the evaluation of contingent losses arising from our discontinued mortgage business, contingent losses associated with
pending claims and litigation, reserves for uncertain tax positions, the impact of legislation commonly referred to as
the Tax Cuts and Jobs Act (Tax Legislation), and related matters. Estimates have been prepared based on the best
information available as of each balance sheet date. As such, actual results could differ materially from those
estimates. See note 7 for additional discussion of the impact of the Tax Legislation.
SEASONALITY OF BUSINESS – Our operating revenues are seasonal in nature with peak revenues typically
occurring in the months of February through April. Therefore, results for interim periods are not indicative of results
to be expected for the full year.
DISCONTINUED OPERATIONS – Our discontinued operations include the results of operations of Sand Canyon
Corporation, previously known as Option One Mortgage Corporation (including its subsidiaries, collectively, SCC),
which exited its mortgage business in fiscal year 2008. See notes 9 and 10 for additional information on litigation,
claims, and other loss contingencies related to our discontinued operations.
NEW ACCOUNTING PRONOUNCEMENTS – 
Restricted Cash in Statement of Cash Flows. In November 2016, the Financial Accounting Standards Board (FASB)
issued Accounting Standards Update No. 2016-18, "Restricted Cash (a consensus of the FASB Emerging Issues Task
Force)," (ASU 2016-18). This guidance requires that restricted cash be included with cash and cash equivalents when
reconciling the beginning and end-of-period total amounts shown on the statement of cash flows. This guidance must
be applied retrospectively to all periods presented. We adopted ASU 2016-18 effective May 1, 2017. All prior periods
have been adjusted to conform to the current period presentation, which resulted in an increase in cash used in
operations of $33.9 million for the nine months ended January 31, 2017.
Stock-Based Compensation. In March 2016, the FASB issued Accounting Standards Update No. 2016-09,
"Improvements to Employee Share-Based Payment Accounting," (ASU 2016-09). This guidance requires that, among
other things: (1) all excess tax benefits and tax deficiencies would be recognized as income tax expense or benefit in
the income statement; and (2) excess tax benefits would not be separated from other income tax cash flows and, thus,
would be classified along with other cash flows as an operating activity. The transition requirements for this guidance
varies by component, but the changes applicable to us were applied prospectively. We adopted ASU 2016-09 effective
May 1, 2017. We recorded a discrete tax benefit of $4.6 million related to stock-based compensation during the nine
months ended January 31, 2018.
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Revenue Recognition. In May 2014, the FASB issued Accounting Standards Update No. 2014-09, "Revenue from
Contracts with Customers," (ASU 2014-09) which is a comprehensive new revenue recognition model that requires an
entity to recognize the amount of revenue which reflects the consideration it expects to receive in exchange for the
transfer of the promised goods or services to customers. This ASU also requires additional disclosure about the nature,
amount, timing, and uncertainty of revenue and cash flows arising from customer contracts, including significant
judgments and changes in judgments and assets recognized from costs incurred to obtain or fulfill a contract, and
clarifies guidance for multiple-element arrangements. This guidance will replace most existing revenue recognition
guidance in GAAP when it becomes effective. The new standard is effective for us on May 1, 2018. The standard
permits the use of either the full retrospective or modified retrospective transition method.
We have substantially completed our evaluation of the impact of ASU 2014-09 on our United States (U.S.) assisted
tax preparation fees, U.S. royalties, U.S. DIY tax preparation fees, revenues from Peace of Mind® Extended Service
Plan (POM), revenues from Refund Transfers (RTs), revenues from H&R Block Emerald Prepaid MasterCard®
(Emerald Card), interest and fee income from H&R Block Emerald Advance® lines of credit (EAs) and fees from Tax
Identity Shield® and based on the preliminary results of our evaluation, we do not expect the application of this
guidance to have a material impact on the recognition of revenue related to these services. Changes to our client
agreements or service design before adoption of the new standard could change our preliminary conclusions. We are
still evaluating the impact of this guidance as it relates to other revenue streams, as well as certain associated
expenses. Depending on the results of our review, there could be changes to the classification and timing of
recognition of revenues and expenses related to other revenue streams. We currently expect to adopt using the full
retrospective transition method, under which we will recast prior periods to comply with this new guidance. We are
continuing our assessment, including evaluating the standard's impact on our internal controls.
Income Taxes. In October 2016, the FASB issued Accounting Standards Update No. 2016-16, "Income Taxes (Topic
740): Intra-Entity Asset Transfers of Assets Other than Inventory," (ASU 2016-16). The new guidance eliminates the
exception for intra-entity transfers other than inventory and requires the recognition of current and deferred income
taxes resulting from such a transfer when the transfer occurs. We will adopt this guidance on May 1, 2018 on a
modified retrospective basis. We estimate that we will recognize a cumulative-effect adjustment to retained earnings
between $95 million and $110 million, which will also result in increases in deferred tax assets and income tax
reserves. However, future transactions and law changes prior to adoption could significantly change the impact of
adoption.
NOTE 2: LOSS PER SHARE AND STOCKHOLDERS' EQUITY 
LOSS PER SHARE – Basic and diluted loss per share is computed using the two-class method. The two-class method
is an earnings allocation formula that determines net income per share for each class of common stock and
participating security according to dividends declared and participation rights in undistributed earnings. Per share
amounts are computed by dividing net income or loss from continuing operations attributable to common shareholders
by the weighted average shares outstanding during each period. The dilutive effect of potential common shares is
included in diluted earnings per share except in those periods with a loss from continuing operations. Diluted earnings
per share excludes the impact of shares of common stock issuable upon the lapse of certain restrictions or the exercise
of options to purchase 3.3 million shares for the three and nine months ended January 31, 2018, and 4.5 million shares
for the three and nine months ended January 31, 2017, as the effect would be antidilutive due to the net loss from
continuing operations during those periods.
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The computations of basic and diluted loss per share from continuing operations are as follows:
(in 000s, except per share amounts)

Three months
ended
January 31,

Nine months
ended
January 31,

2018 2017 20182017
Net loss from continuing operations attributable to shareholders $
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