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A. REGISTRANT IDENTIFICATION
NAME OF BROKER7DEALER:

BR&R BLOCK FINANCIAL CORPORATION[ orriciaL use onLy

FIRM (0. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not us¢ P.O. Box No.)
751 GRISWOLD STREET, SUITE 200
(No. and Street)
DETROIT MICHIGAN 48226
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
CATHERINE E. STAHL 313-628-1737

(Arca Code — Telephone No.}

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
PRICEWATERHOUSECOOPERS, LLP

(Name — {f individual, state last, first, middle name}

203 NORTH LASALLE STREET CHICAGO ILLINOIS 60601
{Addrsess) (City) (State) Zip Code)
CHECK ONE:

Certified Public Accountant

O Public Accountant F P R@@ESSED

[0 Accountant not resident in United States or any of its possessions.
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent pub/zc accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

1, _CATHERINE E. STAHL . swear {or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
H&R BLOCK FINANCIAL CORPORATION

DECEMBER 31 HZOOlarc true and correct. I further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:
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This réport** contains (check all applicable boxes):

R’ (a) Facing page.

¥ (b) Statement of Financial Condition.

0O (¢) Statement of Income (Loss).

O . (d) Statement of Changes in Financial Condition.

O (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnctor s Capital.

0O () Statement of Changes in Liabilities Subordinated to Claims of Creditors.

O () Computation of Net Capital

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule [5¢3-3.

O (@) Information Relating to the Possession or contro! Requirements Under Rule 15¢3-3.

B () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

K @ An Oath or Affirmation.

O (m)A copy of the SIPC Supplemental Report.

O (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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PricewaterhouseCoopers LLP
One North Wacker

Chicago IL 60606

Telephone (312) 298 2000

Report of Independent Accountants

To the Board of Directors and Stockholder of
H&R Block Financial Corporation

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of H&R Block Financial Corporation (the “Company”) at December 31,
2001in conformity with accounting principles generally accepted in the United States of America. This
financial statement is the responsibility of the Company’s management; our responsibility is to express
an opinion on this financial statement based on our audit. We conducted our audit of the statement of
financial condition in accordance with auditing standards generally accepted in the United States of
America, which require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statement is free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statement, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

February 15, 2002



H&R Block Financial Corporation
Notes to Statement of Financial Condition

Statement of Financial Condition
December 31, 2001

Assets

Cash and cash equivalents

Property and equipment - at cost, less accumulated
depreciation and amortization of $525,225

Other assets (including taxes receivable from parent)

Total assets

Liabilities and Stockholder's Equity
Accounts payable and accrued expenses

Stockholder's equity
Series A common stock: no par value, 200,000 shares
authorized; 32,406 shares issued and outstanding
Series B common stock: no par value, 20,000 shares authorized and unissued
Preferred stock: no par value, 20,000 shares authorized and unissued
Additional paid-in capital
Accumulated deficit

Total stockholder's equity

Total liabilities and stockholder's equity

The accompanying notes are integral pért of this financial statement.

$ 2,149,731

33,954
14,546

$ 2,198,231

s 342

32,406

4,577,954
(2.415,571)

2,194,789
$ 2,198,231




H&R Block Financial Corporation
Notes to Statement of Financial Condition

1. Business

H&R Block Financial Corporation (the “Company”), an indirectly wholly-owned subsidiary of
H&R Block, Inc., was formed in 1999 for the purpose of offering on-line brokerage services to the
public. The Company was a registered broker-dealer and a member of the National Association of
Securities Dealers, Inc. (“NASD”). The Company conducted an on-line securities brokerage
business and introduced its customer accounts to H&R Block Financial Advisors, Inc. (“HRBFA”™).
HRBFA provided clearing and execution services to the Company on a fully-disclosed basis.
Effective February 1, 2002, the Company withdrew its registration with the NASD and ceased its
business.

2. Significant Accounting Policies

The preparation of the statement of financial condition in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities and disclosures of contingent
assets and liabilities at the date of the statement of financial. Actual results could differ from those
estimates.

Depreciation is provided using the straight-line method over estimated useful lives of three to five
years.

All non-segregated highly-liquid investments, including money market investments, with maturity
of three months or less when purchased are considered to be cash equivalents. Cash and cash
equivalents include $2,027,115 of money market investments.

3. Net Capital Requirements

The Company was required to maintain minimum net capital as defined under Rule 15¢3-1 of the
Securities Exchange Act of 1934, which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to 1. At
December 31, 2001, the Company had net capital of $2.1 million, which was $1.9 million in excess
of its required net capital of $250,000. The Company’s ratio of aggregate indebtedness to net
capital was .002 to 1.

4, Income Taxes

The Company is included in the federal consolidated income tax return and certain
combined/unitary state income tax returns filed on a calendar year basis for H&R Block, Inc. and
subsidiaries. The Company’s provision for income taxes is computed on a separate company basis.
In states where combined/unitary returns are not filed, the Company directly files its own income
tax returns. Pursuant to an informal tax sharing agreement, HRBFA has paid the Company
approximately $264,606 for its deferred tax assets.

5. Related Party Transactions

Included in other assets is $11,245 of tax benefits due from HRBFA.
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