AUTOMATIC DATA PROCESSING INC

FORM 10-K

(Annual Report)

Filed 8/29/2007 For Period Ending 6/30/2007

Address ONE ADP BOULVARD
ROSELAND, New Jersey 07068
Telephone 973-974-7849
CIK 0000008670
Industry Business Services
Sector Services
Fiscal Year 06/30
powered 8y EINGA ROnline

hitpiherwew_edgar-online.com/
D Copyright 2005. All Rights Reservad
Distribution and use of this document restricted under EDGAR Onlines Terms of Use.




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended June 30, 2007
OR
[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
Commission file number 1-5397

AUTOMATIC DATA PROCESSING, INC.
(Exact name of registrant as specified in its @rart

Delaware 22-1467904
(State or other jurisdiction of incorporation oganization) (I.LR.S. Employer Identification No.)
One ADP Boulevard, Roseland, New Jerse 07068
(Address of principal executive office (Zip Code)

Registrar’s telephone number, including area c973-974-5000

Securities registered pursuant to Section 12(thefAct:
Name of each exchange on

Title of each clas which registered
Common Stock, $.10 Par Value New York Stock Exchange
(voting) Chicago Stock Exchange

Securities registered pursuant to Section 12(ghe”ct:None
Indicate by check mark if the Registrant is a vikelbwn seasoned issuer, as defined in Rule 40508#turities Act. Yes{] No[]
Indicate by check mark if the Registrant is notuieed to file reports pursuant to Section 13 ord)%f the Act. Yes[] NoxX]

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiech shorter period that the Registrant was redudadile such reports), and (2) has been
subject to the filing requirements for the pasddfs. Yes k] No[]

Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K298.405) is not contained herein and will
be contained, to the best of Registrant’'s knowledgdefinitive proxy or information statements amporated by reference in Part Il of this
Form 10-K or any amendment to this Form 10-K. []

Indicate by check mark whether the Registrantl&asge accelerated filer, an accelerated filer noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act.

Large accelerated filer{] Accelerated filer [ ] Non-aceedted filer [ ]
Indicate by check mark whether the Registrantdbedl company (as defined in Rule 12b-2 of the Bxgie Act). [] Yes k] No

The aggregate market value of the voting and ndimga@ommon equity held by non-affiliates of thegi®&trant as of the last business day of
the Registrars most recently completed second fiscal quarterapasoximately $26,988,612,698. On August 22, 2b@re



were 531,060,120 shares of Common Stock outstanding
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant’s Proxy Statement fondad Meeting of Stockholders to be held
on November 13, 2007. Part 1l

Part |
Iltem 1. Business

Automatic Data Processing, Inc., incorporateBelaware in 1961 (together with its subsidiafiaDP” or the “Company”), is one of the
world’s largest providers of business outsourciolgitsons. Leveraging more than 55 years of expeseADP offers a wide range of HR,
payroll, tax and benefits administration solutiémen a single source. ADP is also a leading pravaféntegrated computing solutions to
automotive, heavy truck, motorcycle, marine andeational vehicle dealers throughout the world. fii@ncial information by segment and
by geographic area, see Note 19 of the “Notes wsGlaated Financial Statements” contained in fuism 10-K.The Company’s Annual
Reports on Form 1-K, Quarterly Reports on Form 10-Q, Current RepamsForm 8-K and all amendments to those repoinis,Rroxy
Statement for its Annual Meeting of StockholdesitmAnnual Report to Stockholders are made abiglafree of charge, on its website at
www.adp.conas soon as reasonably practicable after such repbave been filed with or furnished to the Seasiind Exchange
CommissionThe following summary describes ADP’s activities.

Employer Services

Employer Services offers a comprehensivegaridiuman resource (HR) information, payroll pssieg, tax and benefits administration
products and services, including traditional andovdased outsourcing solutions, that assist apprabeiy 560,000 employers in the United
States, Canada, Europe, South America (primariziBr Australia and Asia to staff, manage, pay eetdin their employees. Employer
Services markets these products and services thitaidirect marketing salesforce and, on a limitedis, through indirect sales channels,
such as marketing relationships with banks andwagemts, among others. In fiscal 2007, 83% of Eygri&ervices’ revenues were from the
United States, 11% were from Europe, 5% were franada and 1% were from South America (primarilyzBygAustralia and Asia.

United States

Employer Services’ approach to the markéd imatch a client’s needs with the products andices that will best meet expectations. To
facilitate this approach, in the United States, Exygr Services is comprised of the following groupmall Business Services (SBS) (serving
primarily organizations with fewer than 50 emploggéviajor Account Services (serving primarily orgaations with between 50 and 999
employees); and National Account Services (serpitigarily organizations with 1,000 or more emplagee

SBS processes payroll for smaller clients prodides them with market leading solutions, idihg a range of value-added services that
are specifically designed for small business cliemMajor Account Services and National Account & offer a full suite of best-of-breed
employer services solutions for clients rangingrfrmid-size through many of the world’s largest argtions.

ADP enables its largest clients to interfdesr major enterprise resource planning (ERP)iaafbns with ADP’s outsourced payroll
services. For those organizations that choosedoess payroll in-house, ADP delivers stand-alomeices such as payroll tax filing, check
printing and distribution, year-end tax stateménés, form W-2) and wage garnishment services.

2

In order to address the growing businessge®outsourcing (BPO) market for clients seekimpdmuresource information systems and
benefit outsourcing solutions, ADP offers its ini@g@d comprehensive outsourcing services (COSJisnlthat allows a client to outsource its
HR, payroll, payroll administration, employee seevcenter, benefits administration, and time abdriananagement functions to ADP. ADP
also offers ADP Resour, an integrated, flexible HR and payroll servictedhg that provides a menu of optional serviceshsas 401(k),
FSA and pay-as-you go workers’ compensation.

ADP provides payroll services that include fireparation of client employee paychecks andrelgic direct deposits, along with
supporting journals, summaries and managementteDP also supplies the quarterly and annuak$seicurity, medicare and federal,
state and local income tax withholding reports negglito be filed by employers.

ADP’s Tax, Retirement, Insurance and-Employment Services division includes the followingsinesses: Tax and Financial Servi



Retirement Services, Insurance Services and Prdeympnt Services. These businesses primarily stig®8, Major Account Services
and/or National Account Services, and their ses/a@ sold through those businesses, as well asatied salesforces and marketing
arrangements with alliance partners.

e Tax and Financial Services processes and colledesdl, state and local payroll taxes on behal&iod from, ADP clients and remits
these taxes to the appropriate taxing authorilies business is also responsible for the efficimavement of information and funds
from clients to third parties through service diffigs such as new hire reporting, TotalBgyayroll check (ADPCheck™), full service
direct deposit (FSDD) and stored value payroll d@atalPay Card) products, and the collection aaghpent of wage garnishments.
Tax and Financial Services also offers accountslpiay wage verification and sales and use tax&svilhis business provides an
electronic interface between ADP clients and ov20@ federal, state and local tax agencies, frantrtternal Revenue Service to lo
governments. In fiscal 2007, Tax and Financial Besvin the United States processed and delivareds! million year-end tax
statementsi(e., form W-2) to its clients’ employees and over 4&\iflion remittances and employer payroll tax retuand deposits,
and moved over $1 trillion in client funds to tagiauthorities and its clients’ employees via ettt transfer, direct deposit and
ADPCheck.

e Retirement Services provides recordkeeping aneélated administrative services withspect to various types of retirement (prime
401(k)) plans, deferred compensation plans andripne only” cafeteria plans.

e Insurance Services provides a pay as you go payseevice for workers compensation and, through suatiic Data Processing
Insurance Agency, Inc., offers workers compensadiwh group health insurance to small and mid-dieets.

e Pre-Employment Services includes three categofissruices: Applicant Managemesérvices, Screening and Selection Services
Tax Credit Services. Applicant Management Servpresides employers with a web-based solution toagartheir talent throughout
their lifecycle. Screening and Selection Servicewidles background checks, reference verificatamban HR help desk. Tax Credit
Services provides job tax credit services thatsagsnployers in the identification of, and filingrf federal, state and local tax credits
and other incentives based on geography, demogsphd other criteria, and includes negotiatiomoéntive packages with
applicable governmental agencies.

ADP’s HR services provide comprehensive Hebrdkeeping services, including benefits adminigireand outsourcing, employee
history and position control. ADP’s Benefit Sensdausiness provides benefits administration aathssarket segments, including
management of the open enrollment of benefits, COBRd flexible spending account administration. ADfme and labor management
services business provides solutions for emplotgecsipture, calculate and report employee timeadighdance.

In fiscal 2007, ADP made several acquisitions tip lexpand its client base and reach into adjacemkets, including: Employease, Inc
leading provider of web-based solutions for HR badefits professionals; VirtualEdge Corporationjrarovator in the field of recruiting and
talent lifecycle management solutions for HR orgations; the fully-outsourced payroll businessntfiit Inc.; the tax incentives business of
Mintax, Inc.; and Taxware, LP, a leading providétax content and compliance solutions for sales,and value added tax.

International

Employer Services has a growing presencadauts the United States, where it offers solutionghe basis of both geographic and
specific client business needs. ADP offers in-couttiest of breed” payroll and human resource autsing solutions to small and large
clients alike in over a dozen countries outsidthefUnited States. In each of Canada and Europ®, i&lEhe leading provider of payroll
processing (including full departmental outsourgiagd human resource administration services. Wihirope, Employer Services has
business operations in nine countries: France, @eyiritaly, the Netherlands, Poland, Spain, Swigret, the Czech Republic and the United
Kingdom. It also offers services in Ireland (fronetUnited Kingdom) and in Portugal (from Spain)Slouth America (primarily Brazil),
Australia and Asia, ADP provides traditional seevliureau payroll and also offers full departmeatasourcing of payroll services. ADP also
offers wage and tax collection and remittance ses/in Canada, and has developed wage collectibreanittance services to be offered in
the United Kingdom.

There is a steadily increasing demand frortinational companies for global payroll and hunresource management services. In fiscal
2007, ADP continued to expand its GlobalVi&wffering, making it available in 32 countries. GidWiew is built on the SA®P ERP Human
Capital Management and the SAP NetWe&platform and offers multinational and global comigaran end-to-end outsourcing solution
enabling standardized payroll processing and humsmource administration. As of the end of fiscdd 2065 clients had contracted for
GlobalView services, with approximately 250,000 éogpes being processed. Upon completing the imphatien for all these clients, ADP
expects to be providing GlobalView services to ntban 730,000 employees in 45 different countiie$iscal 2007, ADP established a
wholly foreign owned entity in Shanghai, Chinabgtter understand the developing market in Chimbsanve the needs of multinational
companies with operations in Chir



Professional Employer Organization Services

In the United States, ADP TotalSouftceADP’s professional employer organization (PEQ3ibass, provides clients with comprehensive
employment administration outsourcing solutionstigh a co-employment relationship, including paymmyroll tax filing, HR guidance,
401(k) plan administration, benefits administratioompliance services, health and workers’ compg@nsaoverage and other supplemental
benefits for employees. ADP TotalSource is thedatd®EO in the United States based on the numlietadfpaid worksite employees. PEO
Services has 47 offices located in 18 states anv@sapproximately 159,000 worksite employeeslib@kstates.

Dealer Services

Dealer Services provides integrated dealaragament systems (such a system is also know iimtlustry as a “DMS”) and business
solutions to automotive, heavy truck, and powersp(@re. , motorcycle, marine and recreational) vehicleil@tain the United States,
Canada, South Africa, Asia and Europe. Over 258080motive, heavy truck and powersports dealeov@n 50 countries use ADP’s DMS,
other software based solutions, networking solstioiata integration, consulting and/or marketingises.

Clients use ADP’s DMS products to manager®ss activities such as accounting, inventory mamagt, factory communications,
scheduling, vehicle financing and insurance, satesservice. In addition to its DMS products, De8lervices also offers its clients a full
suite of web-enabled business solutions to adérasis department and functional area of the dedte¢sitluding customer relationship
management solutions (CRM) and “front-end” appiarad), and an IP telephony system that can helfedddps with their sales processes
and business development initiatives. All of De&@ervices’ business solutions are supported by celnemsive training offerings and
business process consulting services. Dealer $sraiso offers its dealership clients computerward, hardware maintenance services,
licensed software support, system design and nktearsulting services. ADP’s DMS and other softwan@ducts are available as “on-site”
applications or through ADP’s application servieceypder (ASP) managed services solution (in whilednts license and outsource the
information technology management to Dealer Sesyice

Dealer Services also designs, establishesmaiatains communications networks for its dealigrshients that allow interactive
communications among multiple site locations ad a®links between franchised dealers and theiiclemanufacturer franchisors. These
networks are used for activities such as new veluddiering and status inquiry, warranty submissiot validation, parts and vehicle locati
dealership customer credit application submissimhaecision-making, vehicle repair estimation aoguésition of vehicle registration and
lien holder information.

In fiscal 2006, ADP established a wholly igreowned entity in Shanghai, China to facilitatealer Services’ expanding business
opportunities within China in the automotive markegment.

Spin-off of the Brokerage Services Group and Salef dravel Clearing Business

On March 30, 2007, ADP completed the tax fgi@-off of its former Brokerage Services Grougibess, comprised of Brokerage
Services and Securities Clearing and Outsourcimgic&ses, into an independent publicly traded compeadied Broadridge Financial
Solutions, Inc. On July 6, 2007, ADP completedghke of its Travel Clearing business for approxetya$116 million in cash. The Travel
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Clearing business was previously reported in thihé® segment. See “Management’s Discussion andyAisaof Financial Condition and
Results of Operations” (MD&A) and Note 5 of the “fde to Consolidated Financial Statements” containgdis Form 10-K.

Markets and Marketing Methods

Employer Services offers services in the &thiBtates, Canada, Europe, South America (primBrigil), Australia and Asia. Dealer
Services has offerings in the United States, Caradath Africa, Asia and Europe. PEO Services fared in the United States.

None of ADP’s major business groups havenglsihomogenous client base or market. For exard@aler Services primarily serves
automotive dealers, but also serves heavy truakepsports .e., motorcycle, marine and recreational), and aguical equipment dealers,
auto repair shops, used car lots, state departroénistor vehicles and manufacturers of automobtlecks and agricultural equipment.
Employer Services and PEO Services have clients &darge variety of industries and markets. Withis client base are concentrations of
clients in specific industries. Employer Servicksoaells to auto dealers. While concentrationsliehts exist, no one client or industry group
is material to ADI's overall revenue:



ADP’s businesses are not overly sensitive to priceggmralthough economic conditions among selectedtsland groups of clients m
and do have a temporary impact on demand for ABéYgices. In fiscal 2007, Employer Services corgthto grow, primarily due to the
increase in its United States payroll and payedltiusinesses, including new business starteceifigbal year, an increase in the number of
employees on our clients’ payrolls, price increaaesincrease in client funds balances and impraliedt retention; Dealer Services grew
due to both internal revenue growth and growth femmuisitions, primarily the acquisition of Kerrel@ omputer Company, Ltd. in Decem
2005 and BZ Results LLC; and PEO Services grewamiljndue to an increase in the number of worksitgployees and higher administra:
revenues as a result of an increase in the averageer of worksite employees.

ADP enjoys a leadership position in each®fajor service offerings and does not believeraajor service or business unit in ADP is
subject to unique market risk.

Competition

The industries in which ADP operates are lgigbhmpetitive. ADP knows of no reliable statistlmg which it can determine the number of
its competitors, but it believes that it is ondlaf largest providers of business outsourcing mwistin the world. Employer Services and PEO
Services compete with other independent busings®orcing companies, companies providing enterpgseurce planning services, softw
companies and financial institutions. Captive inud® functions, whereby a company installs and ¢pgits own business processing
systems, are another competitive factor in thestries in which Employer Services and PEO Servipesate. Dealer Services’ competitors
include full service DMS providers such as The Régs & Reynolds Company, Dealer Servi&rgest DMS competitor in the United St
and Canada, and companies providing applicatiodsarvices that compete with Dealer Service’s ndfSapplications and services.

Competition in ADP’s industries is primarliyased on service responsiveness, product qualitypace. ADP believes that it is very
competitive in each of these areas and that tlrera@material negative factors impacting ADP’s petitive position.
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Clients and Client Contracts

ADP provides its services to approximatel$ 580 clients. In fiscal 2007, no single cliengooup of affiliated clients accounted for
revenues in excess of 2% of annual consolidateshness.

Our business is typically characterized mglderm customer relationships that result in réngrrevenue. ADP is continuously in the
process of performing implementation services faraients. Depending on the service agreemenbarikié size of the client, the installation
or conversion period for new clients could varynira short period of time (up to two weeks) for &5lient to a longer period (generally
six to twelve months) for a National Account Seedor Dealer Services client with multiple deliydes, and in some cases may exceed two
years for a large GlobalView client or other largemplicated implementatioAlthough we monitor sales that have not yet bediachor
installed, we do not view this metric as matenilight of the recurring nature of our businessisTi not a reported number, but it is used by
management as a planning tool relating to resoureeded to install services, and a means of asgessi performance against the
installation timing expectations of our clients.

ADP’s average client retention is estimatethare than 10 years in Employer Services, more fhgears in PEO Services and 10 or more
years in Dealer Services, and has not varied sogmifly from period to perioc

ADP’s services are provided under writterc@muotations or service agreements having vamgimgs and conditions. No one price
guotation or service agreement is material to ADBcounts, rebates and promotions offered by AD€liemts are not material.

Systems Development and Programming

During the fiscal years ended June 30, 20006 and 2005, ADP invested $609 million, $551 ioil] and $491 million, respectively,
from continuing operations, in systems developnagewt programming, migration to new computing techgis and the development of new
products and maintenance of our existing technekgdncluding purchases of new software and soétweenses.

Product Development

ADP continually upgrades, enhances and expasexisting products and services. Generallypew product or service has a significant
effect on ADP’s revenues or negatively impacteiisting products and services, and ADP’s prodantsservices have significant remaining
life cycles.

Licenses

ADP is the licensee under a number of agreementofoputer programs and databases. 's business is not dependent upon a si



license or group of licenses. Third-party licengegents, trademarks and franchises are not miai@AdP’s business as a whole.
Number of Employees
ADP employed approximately 46,000 persons as of 3in 2007.
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Iltem 1A. Risk Factors

Our businesses routinely encounter and address,rskme of which may cause our future results tifferent than we currently
anticipate. Risk factors described below represemtcurrent view of some of the most importantsifdcing our businesses and are
important to understanding our business. The falgwnformation should be read in conjunction Wilib&A, Quantitative and Qualitative
Disclosures About Market Risk and the consolidéiteehcial statements and related notes includethis Form 1(-K. This discussion
includes a number of forward-looking statements 3teould refer to the description of the qualifioas and limitations on forward-looking
statements in the first paragraph under MD&A inatddn this Form 10-K. Unless otherwise indicatedhe context otherwise requires,
reference in this section to “we,” “ours,” “us” orsimilar terms means ADP, together with its subsid& The level of importance of each of
the following risks may vary from time to time.

Changes in laws and regulations may decrease ourvenues and earnings

Portions of ADP’s business are subject toegomental regulations. Changes in governmentalagas may decrease our revenues and
earnings and may require us to change the manngniagh we conduct some of the aspects of our bssirfeor example, a change in
regulations either decreasing the amount of taxé&e twithheld or allowing less time to remit taxegovernment authorities would adversely
impact interest income from investing funds thataglect from clients but have not yet remittedhe applicable taxing authorities or client
employees, thus reducing our revenues and incoone this source.

Security and privacy breaches may hurt our business

We store electronically personal information, imivg social security numbers, about our clients emgloyees of our clients. In additic
our retirement services systems maintain investooant information for retirement plans. Theredsguarantee that the systems and
procedures that we maintain to protect against tinogized access to such information are adequgieotect against all security breaches.
Any significant violations of data privacy couldstdt in the loss of business, litigation and retprfainvestigations and penalties that could
damage our reputation and the growth of our busioesld be materially adversely affected.

Our systems may be subject to disruptions that codladversely affect our business and reputation

Many of our businesses are highly dependerurs ability to process, on a daily basis, a largmber of complicated transactions. We
rely heavily on our payroll, financial, accountiagd other data processing systems. If any of thgstems fail to operate properly or become
disabled even for a brief period of time, we cosudfer financial loss, a disruption of our busiressdiability to clients, regulatory interventi
or damage to our reputation. We have disaster srgquans in place to protect our businesses aga#tsral disasters, security breaches,
military or terrorist actions, power or communicatifailures or similar events. Despite our prepanst, in the event of a catastrophic
occurrence, our disaster recovery plans may nsubeessful in preventing the loss of customer d&vice interruptions, disruptions to our
operations, or damage to our important facilities.

If we fail to adapt our technology to meet customeneeds and preferences, the demand for our servicasy diminish

Our businesses operate in industries that are cubjeapid technological advances and changintpoer needs and preferences. In o
to remain competitive and responsive to customarasels, we continually upgrade, enhance and expanexisting products and services. If
we fail to respond successfully to the technologglienges, the demand for our services may diminish

Political and economic factors may adversely affeaiur business and financial results

Trade, monetary and fiscal policies, andtjmali and economic conditions may substantiallyngfega When there is a slowdown in the
economy, employment levels and interest rates reayedse with a corresponding impact on our busése§aistomers may react to
worsening conditions by reducing their spendinganroll and other outsourcing services or renegntigheir contracts with us. If any



these circumstances remain in effect for an exepaeiod of time, there could be a material adveffect on our financial results.
Change in our credit ratings could adversely impacbur operations and lower our profitability

The major credit rating agencies periodicallaluate our creditworthiness and have consistgnten us their highest long-term debt and
commercial paper ratings. Failure to maintain higdit ratings on long-term and sheetm debt could increase our cost of borrowinguoe
our ability to obtain intra-day borrowing required our Employer Services business, and ultimatedice our client interest revenue.

We may be unable to attract and retain qualified pesonnel

Our ability to grow and provide our customerth competitive services is partially dependemioair ability to attract and retain highly
motivated people with the skills to serve our castes. Competition for skilled employees in the outsing and other markets in which we
operate is intense and if we are unable to atimadtretain highly skilled and motivated personaghected results from our operations may
suffer.

Iltem 1B. Unresolved Staff Comments
None

Item 2. Properties

ADP leases space for some of its processntecs, other operational offices and sales offidéiof these leases, which aggregate
approximately 6,083,000 square feet in North Angerieurope, South America (primarily Brazil), Asfaystralia and South Africa, expire at
various times up to the year 2036. ADP owns 43sopiocessing centers, other operational officalessoffices and its corporate headquarters
complex in Roseland, New Jersey, which aggregaieoapnately 4,090,000 square feet. None of ADP’sied/facilities is subject to any
material encumbrances. ADP believes its facilitiess currently adequate for their intended purpaselsare adequately maintained.
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Item 3. Legal Proceedings

In the normal course of business, the Commeubject to various claims and litigation. Whihe outcome of any litigation is inherently
unpredictable, the Company believes it has valfdries with respect to the legal matters pendimagnagit and the Company believes thal
ultimate resolution of these matters will not havenaterial adverse impact on its financial conditie@sults of operations or cash flows.

Item 4. Submission of Matters to a Vote of Securityolders
None
Part Il
Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases @&quity Securities
Market for the Registrant’s Common Equity

The principal market for the Compasygommon stock (symbol: ADP) is the New York Stéodchange. The following table sets forth
reported high and low sales prices of the Compangrsmon stock based on the NYSE composite tramses;tand the cash dividends per
share of common stock declared during the pasfisgal years. As of June 30, 2007, there were &t8ders of record of the Company’s
common stock. As of such date, 363,899 additioniddrs held their common stock in “street name.”

Price Per Share Dividends
High Low Per Share
Fiscal 2007 quarter ended
June 30 $50.30 $ 43.89 $0.230
March 31 $51.50 $ 46.85 $0.230
December 31 $49.94 $46.26 $0.230

September 30 $48.30 $42.50 $0.185



Fiscal 2006 quarter ended

June 30 $46.93 $43.31 $0.185
March 31 $47.95 $43.25 $0.185
December 31 $48.11 $42.19 $0.185
September 30 $ 45.07 $41.21 $0.155

On March 30, 2007, ADP completed the spinebfts former Brokerage Services Group businas#hé table above, market prices
include the value of the Brokerage Services Grawgress through the date of the spin-off.

10
Issuer Purchases of Equity Securities
€y (b) (©) (d)
Total Numbel
of Shares Maximum
Purchased as P« Number of Share
of the Publicly that may yet b
Announcec Purchased undt
Common Stocl the Commor
Total Number o Average Price Repurchase Ple Stock Repurchas
Period Shares Purchast Paid per Share (3) (1) Plan (1)
April 1, 2007 to
April 30, 2007 2,060,62¢ $45.51 2,000,00c 63,909,44(
May 1, 2007 to
May 31, 2007 10,183,13¢ $48.08 10,150,90( 53,758,54(
June 1, 2007 to
June 30, 2007 9,982,97¢ $48.86 9,982,00( 43,776,54(
Total 22,226,737 (2) 22,132,90(

(1) In March 2001, the Company received the Bodidirectors’ approval to repurchase up to 50 millghares of the Company’s common
stock. In November 2002, November 2005 and Aug0862the Company received the Board of Directopgraval to repurchase an
additional 35 million, 50 million and 50 million akes, respectively, of the Company’s common stdbkre is no expiration date for the
common stock repurchase plan.

(2) During 2007, pursuant to the terms of the Camyfsarestricted stock program, the Company (i) mageirchases of 2,313 shares during
May 2007 and 976 shares during June 2007 at timentlagket value of the shares in connection withetkercise by employees of their option
under such program to satisfy certain tax withhajdiequirements through the delivery of sharekéoGompany instead of cash and (ii) m
purchases of 60,623 shares during April 2007 an@Z®shares during May 2007 at a price of $.10spare under the terms of such program
to repurchase stock granted to employees who ledtviné Company.

(3) The average price per share does not incluglegipurchases described in clause (ii) of the pliagefootnote.
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Performance Graph

The following graph compares the cumulative retmrthe Compar’s common stoc® for the most recent five years with the cumula



return on the S&P 500 Index, a Peer Group Iffkend an Old Peer Group IndéX, assuming an initial investment of $100 on June2802

with all dividends reinvested.
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(a) On March 30, 2007, the Company completed tire afp of its former Brokerage Services Group besis, comprised of Brokerage
Services and Securities Clearing and Outsourcimgi&ss, into an independent publicly traded compealdied Broadridge Financial
Solutions, Inc. The cumulative returns of the Compscommon stock have been adjusted to reflecspire-off.

(b) The Peer Group Index is comprised of the follmxcompanies:

Ceridian Corporation First Data Corporation
Computer Sciences Corporation Paychex, Inc.
Electronic Data Systems Corporation Total Systems Services, Inc.

(c) The Old Peer Group Index is comprised of theganies in the Peer Group Index as well as Fisecv,and DST Systems, Inc., which
provide services to the brokerage industry and wemreved from the Peer Group Index in connectiah e spin-off of the Brokerage

Services Group business.
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Iltem 6. Selected Financial Data

The following selected financial data is deriveahfrour consolidated financial statements and shieelcead in conjunction with the
consolidated financial statements and related nME£A and Quantitative and Qualitative Disclosursisout Market Risk included in this

Form 10-K.

(Dollars and shares in millions, except per shameunts)

Years ended June 30, 2007 2006 2005 2004 2003
Total revenues $ 7,800.( $ 6,835.¢ $ 6,131.¢ $ 5,575.° $ 5,078.¢
Total cost of revenues $ 4,087.: $ 3,603.° $ 3,165.: $ 2,794, $ 2,339.¢
Gross profit $ 3,712.° $ 3,231.¢ $ 2,966.( $ 2,781.( $ 2,738.¢



Earnings from continuing operations before incomes $ 1,623.t $ 1,361.: $ 1,237.¢ $ 1,117.¢ $ 1,303.(

Net earnings from continuing operatic $ 1,021.: $ 841 $ 780.¢ $ 702« $ 813.:
Basic earnings per share from continuing operations $ 1.8¢ $ 1.4¢ $ 1.3 $ lic $ 1.3¢
Diluted earnings per share from continuing operetio $ 1.8¢ $ 1.4f $ 1.3 $ 1.1¢ $ 1.3
Basic weighted average shares outstanding 549.% 574.¢ 583.2 591.% 600.1
Diluted weighted average shares outstanding 557.¢ 580.: 590.( 598.1 605.¢
Cash dividends declared per share $ 0.875( $ 0.710( $ 0.605( $ 0.540( $ 0.475(
Return on equity (Note 1) 23.7% 17.%% 15.5% 13.8% 15.8%
At year end:

Cash, cash equivalents and marketable securities $ 1,884.¢ $ 2,461.° $ 1,716.( $ 1,918.: $ 2,169.¢
Total assets before funds held for clients $ 8,159." $10,006.: $ 9,717.¢ $ 8,217.( $ 8,025.¢
Total assets $26,648.¢ $27,490.. $27,615.. $21,120.( $19,833."
Long-term debt $ 43t $ 74: $ 757 $ 762 $ 847
Stockholders’ equity $ 5,147.¢ $ 6,011.¢ $ 5,783.¢ $ 5,417." $ 5,371

Note 1. U.S. GAAP requires net earnings of discaed operations to be displayed separately in thiei®ents of Consolidated Earnings.

a result, we believe the numerator of net earnihgsis used in our calculation of return on egstipuld exclude those net earnings from
discontinued operations. Further, we believe d@gpropriate to exclude from the denominator of agertotal stockholdergquity, the averag
cumulative net earnings from discontinued operatimn each of the five years since fiscal 20034bich such returns are presented, as well
as the equity impact of the spin-off of the Brolggr&ervices Group business, which was classifieddiscontinued operation. As a result,
return on equity, excluding the effects of discon&d operations has been calculated as net eafnimygontinuing operations divided by
average stockholders’ equity, excluding the effeftdiscontinued operations as noted below.

(In millions)
June 30, 2007 2006 2005 2004 2003
Average total equity $5,579.8 $5,897.7 $5,600.7 $5,394.6 $5,242.9
Less:

Cumulative effect of discontinued operations 1,266.3 1,069.1 575.6 321.6 102.5
Average total equity, excluding effects of discaotd operations $4,313.5 $4,828.6 $5,025.1 $5,073.0 $5,140.4
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Item 7. Management’s Discussion and Analysis of Famcial Condition and Results of Operations
FORWARD-LOOKING STATEMENTS

This report and other written or oral statateenade from time to time by Automatic Data Pregeg Inc. (“ADP”) may contain
“forward-looking statements” within the meaningtbé Private Securities Litigation Reform Act of Bo%tatements that are not historical in
nature and which may be identified by the use afdsdike “expects,” “assumes,” “projects,” “antieifes,” “estimates,” “we believe,” “could
be” and other words of similar meaning, are forwlaking statements. These statements are baseoagement’s expectations and
assumptions and are subject to risks and uncedsittitat may cause actual results to differ mdtefimm those expressed. Factors that could
cause actual results to differ materially from thasntemplated by the forward-looking statemernthide: ADP’s success in obtaining,
retaining and selling additional services to clenle pricing of products and services; changésws regulating payroll taxes, professional
employer organizations and employee benefits; dveraket and economic conditions, including instneate and foreign currency trends;
competitive conditions; auto sales and relatedshgiichanges; employment and wage levels; chamgeghnology; availability of skilled
technical associates and the impact of new acaprisiind divestitures. ADP disclaims any obligatowpdate any forward-looking
statements, whether as a result of new informafidare events or otherwise. These risks and uaiceits, along with the risk factors
discussed above under “ltem 1A.— Risk Factors,ukhbe considered in evaluating any forward-lookétatements contained herein.

DESCRIPTION OF THE COMPANY AND BUSINESS SEGMENTS

ADP is one of the world’s largest providefdasiness outsourcing solutions. Leveraging mbaa t55 years of experience, ADP offers a
wide range of HR, payroll, tax and benefits adntiaison solutions from a single source. ADP is a@deading provider of integrated
computing solutions to automotive, heavy truck, anogcle, marine and recreational vehicle dealamsuiphout the world. In fiscal 2007, the
Company implemented several key changes to itsatipas, including the sp-off of its former Brokerage Services Group businasdlarch



30, 2007. In addition, there were changes in the@mys executive management team. As a result of tHemeges, the Company reasse:
its reportable segments under SFAS No. 131, “Disgles about Segments of an Enterprise and Relafi@uniation,” and determined that
Professional Employer Organization (“PEO”) Servisheuld be a reportable segment in addition to Bygyl Services and Dealer Services.
Based upon similar economic characteristics andatip@al characteristics, the Company’s strateggiress units are aggregated into the
following three reportable segments: Employer Smwj PEO Services and Dealer Services. The Conmsestated its previously reported
segment results for all periods presented to refles change in the Company’s reportable segménisief description of each segment’s
operations is provided below.

Employer Services

Employer Services offers a comprehensiveearidiuman resource (“HR”) information, payroll pessing, tax and benefits
administration products and services, includingditranal and Web-based outsourcing solutions, &isatst approximately 560,000 employers
in the United States, Canada, Europe, South Amépiaaarily Brazil), Australia and Asia to staff,anage, pay and retain their employees.
Employer Services categorizes its services betwraglitional payroll and payroll tax, and “beyondygall.” The traditional payroll and
payroll tax business represents the Company’s gayeoll processing and payroll tax filing businebse “beyond payroll” business
represents the services that extend beyond thiédread payroll and payroll tax filing services,@uas Time and
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Labor Management and benefit and retirement adtréisn. Within Employer Services, the Company ect$ client funds and remits such
funds to tax authorities for payroll tax filing apdyment services, and to employees of payrollises\clients.

PEO Services

PEO Services provides over 4,500 small andiume sized businesses with comprehensive employadntnistration outsourcing
solutions through a co-employment relationshipluding payroll, payroll tax filing, HR guidance, (k) plan administration, benefits
administration, compliance services, health andkens compensation coverage and other supplembatuadfits for employees.

Dealer Services

Dealer Services provides integrated dealaragament systems (such a system is also knowr iimtlustry as a “DMS”) and business
solutions to automotive, heavy truck and powersp(re. , motorcycle, marine and recreational) vehicleikletsiin the United States, Cana
South Africa, Asia and Europe. Over 25,000 automaptheavy truck and powersports dealers in ovardadtries use our DMS, other
software-based solutions, networking solutionsa dategration, consulting and/or marketing services

EXECUTIVE OVERVIEW

Consolidated revenues from continuing openatin the fiscal year ended June 30, 2007 (“fi268l7") grew 14%, to $7,800.0 million, as
compared to $6,835.6 million in the fiscal yeare@thdune 30, 2006 (“fiscal 2006”). Earnings fromtaaring operations before income taxes
and net earnings from continuing operations in@dd®9©% and 21%, respectively. Diluted earningsshare from continuing operations
increased 26%, to $1.83 in fiscal 2007, from $Ildbshare in fiscal 2006, on fewer shares outstandi

We are pleased with our strong results imedour business segments in fiscal 2007. Empl8gevices’ revenues increased 11% and
PEO Services revenues increased 26% in fiscal 2b@ployer Services’ and PEO Services’ new busisakss, which represent annualized
recurring revenues anticipated from sales ordengto and existing clients, grew 11% worldwide, pp@ximately $1,055.1 million in fiscal
2007. This represents the third straight year ofoie-digit sales growth. In fiscal 2007, Employen&ces grew average client funds balances
8% as a result of new business and growth in ostieg client base. The increase in average cfigmds balances resulted in an increase in
interest revenues within Employer Services, whiotoanted for approximately 1% growth in Employen&ms’ revenues as compared to
fiscal 2006. The number of employees on our cligrdgrolls, “pays per control,” increased in all rket segments with 2.3% overall growth
in the United States, and client retention impro@edpercentage point worldwide over last yeartord level. PEO Services’ revenues grew
26% in fiscal 2007 primarily due to a 22% increasthe average number of worksite employees. De&devices’ revenues grew 14% in
fiscal 2007 due to internal revenue growth andetffiect of acquisitions.

Additionally, we were very pleased to havenpteted the tax-free spioff of our former Brokerage Services Group businasswvell as th
sales of certain non-strategic, slow-growing busses. The new ADP is a more focused company, widchelieve has excellent growth
potential for revenue and pretax earnings.
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On March 30, 2007, we completed the tax-fgie-off of our former Brokerage Services Groupibess, comprised of our former
Brokerage Services and Securities Clearing anddDutsg Services segments, into an independentghybiaded company called
Broadridge Financial Solutions, Inc. (“BroadridgeAs a result of the spin-off, ADP stockholderg@ford on March 23, 2007 (the “record
date”) received one share of Broadridge commaorkdmrcevery four shares of ADP common stock heldh®m on the record date and cash
for any fractional shares of Broadridge commonlstd¢e have classified the results of operationthefspun-off business as discontinued
operations for all periods presented. Additionalg, recorded a decrease to retained earnings b2%.2, million for the norgash reduction i
net assets of Broadridge related to the gffpeffset by an increase to retained earning86&0.0 million related to the cash dividend rece
from Broadridge as part of the spin-off.

On January 23, 2007, the Company completeddle of Sandy Corporation, a business withirDibaler Services segment that
specializes in sales and marketing training, fgrapimately $4.0 million in cash and the assumptiboertain liabilities by the buyer, plus
additional earn-out payment if certain revenuedtz@re achieved. The Company reported a gainloP$tillion, or $6.9 million after tax
within earnings from discontinued operations on3$tetements of Consolidated Earnings. The Compasylassified the results of operati
of this business as discontinued operations fqueilods presented.

On June 30, 2007, we entered into a defmitigreement to sell our Travel Clearing businesagproximately $116 million in cash. We
completed the sale of this business on July 6, 200& Travel Clearing business was previously riggbin the “Other” segment. In
connection with the disposal of this business, arxetclassified the results of operations of thisifiess as discontinued operations for all
periods presented. We expect to record a gainmapnately $55 million to $65 million, after taxeshich we will classify as discontinued
operations in fiscal 2008. Such gain is exclusiva working capital adjustment to the original fhase price. This working capital adjustrr
is expected to be finalized in fiscal 2008 and witlirease or decrease the gain accordingly.

With the cash dividend from the spin-off eirdormer Brokerage Services Group business andaslr flows from operations, we
continued our accelerated share buyback progranaeauired over 40 million of our shares for tregsfor over $1.9 billion. These share
repurchases, along with our repurchase of overiftdbmshares in fiscal 2006, demonstrate our aderfice in ADP’s future growth
opportunities.

Our financial condition and balance sheetaiensolid with cash and marketable securities ¢8%4.6 million at June 30, 2007. Our net
cash flows provided by operating activities decegla®514.5 million, to $1,298.0 million in fiscal @D, from $1,812.5 million in fiscal 2006
a result of a decrease in the operating activifediscontinued operations of $186.1 million, adlwas an increase of $247.2 million in
accounts receivable and an increase of $116.2omilti other assets. The increase in accounts @eiwas related to our increased revenues
and the timing of collections. The increase in otesets was largely due to a $17.4 million ina@éaur pension plan cash contributions
a $62.3 million increase in other current asseestduhe timing of certain payments for prepaidimsice and software maintenance contracts
in fiscal 2007 as compared to fiscal 2006.
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RESULTS OF OPERATIONS
ANALYSIS OF CONSOLIDATED OPERATIONS
Fiscal 2007 Compared to Fiscal 2006
(Dollars in millions, except per share amounts)
Years ended June 30, Change
2007 2006 2007 vs 200
Total revenues $7,800.( $6,835.¢ 14%
Costs of revenues:
Operating expenses 3,392.: 2,970.! 14%
Systems development and programming costs 486.1 4723 3%
Depreciation and amortization 208.¢ 160.¢ 30%
Total cost of revenues 4,087.: 3,603.° 13%
Selling, general and administrative expenses 2,206.: 1,933.° 14%
Interest expense 94.¢ 72.8 30%
Total expenses 6,388.¢ 5,610.: 14%

Other income, net 211.¢€ 135.¢ 56%



Earnings from continuing operations before income$ $1,623.t $1,361.: 19%

Margin 21% 20%
Provision for income taxes $ 602.c $ 519. 16%
Effective tax rate 37. 1% 38.2%
Net earnings from continuing operatic $1,021.: $ 841« 21%
Diluted earnings per share from continuing operetio $ 1.8 $ 1.4F 26%

Total Revenues

Our consolidated revenues in fiscal 2007 gtd$b, to $7,800.0, million due to increases in Eoypt Services of 11%, or $539.0 million,
to $5,615.4 million, PEO Services of 26%, or $1&xillion, to $884.8 million, and Dealer Servicesld, or $153.0 million, to $1,225.8
million. Our consolidated revenues, excluding theact of acquisitions and divestitures, grew 12%sical 2007 as compared to the prior
year. Revenue growth was also favorably impactefi@iy1 million, or 1%, due to fluctuations in fagaeicurrency rate:

Our consolidated revenues in fiscal 2007udelinterest on funds held for clients of $653.8iom as compared to $549.8 million in the
prior year. The increase in the consolidated irstezarned on funds held for clients resulted frbenihcrease of 8% in our average client fu
balances to $14.7 billion, as well as the incréasbe average interest rate earned to approximdtéPe in fiscal 2007 as compared to 4.1%
in fiscal 2006.
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Total Expenses

Our consolidated expenses increased $778li2mirom $5,610.2 million in fiscal 2006, to $88.4 million in fiscal 2007. The
percentage increase in our consolidated expensepnoportionate to the increase in our revenueditidahally, the increase was due to
higher pass-through costs associated with our REihess revenues, which have pass-through opetpenses, an increase in our
salesforce and implementation personnel, higheeresgs associated with our Employer Services’ nesinbas sales and implementation and
the impact of acquisitions. Consolidated expentssiacreased $79.8 million, or 1%, due to flucimas in foreign currency exchange rates.

Our total cost of revenues increased $483llébm to $4,087.3 million in fiscal 2007, from $&03.7 million in fiscal 2006, due to
increases in our operating expenses. Operatingisggancreased $421.8 million, due to the increasevenues described above, including
the increases in PEO revenues, which have passgihmosts that are f@Hable, and higher compensation expenses assodcigith additione
implementation and service personnel. The plassigh costs for our PEO revenues were $640.7omilh fiscal 2007, as compared to $51
million in fiscal 2006. In addition, operating exyses in fiscal 2007 increased approximately $186lbn as a result of higher compensat
expenses associated with additional implementati@hservice personnel, including approximately @4iillion of spending on new busine
opportunities in Employer Services and PEO Servioes new business opportunities relate to our HuRasource Business Process
Outsourcing (“HR BPO”) opportunities, which focus the outsourcing of integrated multiple processesach as payroll, HR, and benefits
administration. This spending was targeted at edipgnour Comprehensive Outsourcing Services (“CQugdduct for larger employers, our
PEO Services business, our ADP Resource® prodinithvis an integrated, flexible HR and payroll-ldhservice offering, and
GlobalView®, which is our outsourcing offering fowlti-national and global organizations. Lastlyr operating expenses increased $30.0
million due to fluctuations in foreign currency @atand increased approximately $64.6 million dutéooperating costs of new businesses
acquired. Systems development and programming pustsased $20.4 million due to the increase indbeant and the additional expenses
associated with our new businesses acquired anekised $6.1 million due to fluctuations in fore@nrency exchange rates. These increases
in systems development and programming costs wiégetdy lower compensation expenses of approxip&E5.0 million associated with
the increased resources at our off-shore locatiodssmartshoring facilities. In addition, depreomaiand amortization expenses
increased $48.0 million due to increased amortragixpenses of $28.2 million resulting from thengible assets acquired with new
businesses and the purchases of software and sefie@nses in fiscal 2007. In addition, depreoiaiind amortization expenses increased
due to fiscal 2006 capital expenditures of appratety $100 million related to the consolidatioroof data center facilities.

Selling, general and administrative expemse®ased $272.5 million, to $2,206.2 million iedal 2007, due to higher selling expenses in
Employer Services and PEO Services, which resiiteah increase in expenses of approximately $97l®mand $18.3 million,
respectively. The $97.5 million increase in experiseEmployer Services includes approximately $18an for expenses relating to our HR
BPO opportunities discussed above. Selling, gererdladministrative expenses also increased appabely $73.8 million due to the sellir
general and administrative expenses related tbusiness acquisitions in fiscal 2007 and incre&&8d1 million due to fluctuations in
foreign currency rates. Additionally, we had arr@ase in restructuring charges of $21.5 millionjcltprimarily related to severance.
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Interest expense increased $22.1 millionscal 2007 as a result of higher average borrowamgkhigher interest rates on our short-term
commercial paper program. In fiscal 2007 and 2€@6 Company’s average borrowings under the comwlguaper program were $1.5
billion and $1.4 billion, respectively, at a weigttaverage interest rate of 5.3% and 4.1%, resdcti

Other I ncome, net

Other income, net, increased $76.1 milliofisnal 2007 due to a gain of $38.6 million on fade of a minority investment, an increase of
$7.5 million of realized gains on our available-ale securities and a decrease of $5.4 millioealized losses on our available-for-sale
securities. Additionally, other income, net, inchadan increase in interest income on corporatesfofi®24.6 million as a result of the higher
average interest rates earned on our corporatadesdawhich increased to 4.6% in fiscal 2007 aspaoed to 4.0% in the prior year and our
average corporate balances increased to $3.6rbifliiscal 2007 as compared to $3.5 billion in gner year.

Earnings from Continuing Operations before | ncome Taxes

Earnings from continuing operations befoimime taxes increased $262.3 million, or 19%, t633.5 million in fiscal 2007 due to the
increase in revenues and expenses discussed @emll margin increased from 20% in fiscal 200€1686 in fiscal 2007.

Provision for Income Taxes

Our effective tax rate in fiscal 2007 was 37.1%c@mpared to 38.2% in fiscal 2006. The decreasieareffective tax rate is attributable
a favorable mix in income among tax jurisdictionsl @0 $10.0 million of income tax expense recorifefiscal 2006 for the repatriation in
fiscal 2006 of approximately $250.0 million of ebte dividends from non-U.S. subsidiaries.

Net Earnings from Continuing Operations and Diluted Earnings per Share from Continuing Operations

Net earnings from continuing operations stél 2007 increased 21%, to $1,021.2 million, f&841.9 million in fiscal 2006, and the
related diluted earnings per share from continaipgrations increased 26%, to $1.83. The dilutediegs per share from continuing
operations of $1.83 includes a net one-time gamppiroximately $20.3 million, net of taxes, frone tbele of a Dealer Services non-core
minority investment, offset by restructuring chargehich was accretive to diluted earnings peresfram continuing operations by
approximately $0.03 per share. The increase iraetings from continuing operations in fiscal 208ffects the increase in earnings from
continuing operations before income taxes as dtresimcreased revenues offset by expenses aaderleffective tax rate. The increase in
diluted earnings per share from continuing openatio fiscal 2007 reflects the increase in netiegmfrom continuing operations and the
impact of fewer shares outstanding due to the d@se of 40.2 million shares in fiscal 2007 and 28illion shares in fiscal 2006.
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Fiscal 2006 Compared to Fiscal 2005
(Dollars in millions, except per share amounts)

Years ended June 30, Change Change
200¢-As 200%-As 200%-As 2006 vs 2005- 2006 vs 2005-
Reportec Reportec Adjusted As Reportec As Adjusted
Total revenue $6,835.¢ $6,131.: $6,131.: 11% 11%

Costs of revenue:

Operating expens 2,970.f 2,588.: 2,619.¢ 15% 13%
Systems development a
programming cos 4723 426.¢ 458.¢ 11% 3%
Depreciation and amortizatir 160.¢ 150.€ 150.€ 7% 7%
Total cost of revenue 3,603.° 3,165.1 3,229.1 14% 12%

Selling, general an

administrative expens 1,933.% 1,758.¢ 1,839.¢ 10% 5%
Interest expens 72.8 32.5 32.5 125% 125%
Total expense 5,610.: 4,956.: 5,101.: 13% 10%




Other income, ne 135.¢ 62.7 62.7 117% 117%

Earnings from continuin

operations before income ta $1,361.: $1,237.¢ $1,092.¢ 10% 25%
Margin 20% 20% 18%
Provision for income taxe $ 519.2 $ 457. $ 415.% 14% 25%
Effective tax rate 38.2% 36.% 38.(%

Net earnings fron
continuing operatior $ 841 $ 780.¢ $ 677.1 8% 24%

Diluted earnings per sha
from continuing operatior $ 1.4F $ 132 $ 1.1F 10% 26%

The comparison between the results of operatin fiscal 2006 and 2005 is affected by the ichpé our adoption of Statement of
Financial Accounting Standards No. 123R, “ShareeBd2ayment” (“SFAS No. 123R"gffective July 1, 2005, using the modified prosjpe
method. Accordingly, prior period amounts have lmetn restated. We believe the inclusion of the 520@\s Adjusted” amounts provides a
useful additional perspective to compare the resaflbperations in fiscal 2006 and 2005 as a redwtir adoption of SFAS No. 123R. We
use both generally accepted accounting princigl@8AP”) and non-GAAP measures to manage and evaltre Company’s performance
and consider it appropriate to disclose these@AAP measures to assist investors with analyzirginass performance and trends. Howe
these measures should not be considered in isolatias a substitute for the results of operatatsdiluted earnings per share prepared in
accordance with GAAP.
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The adoption of SFAS No. 123R requires tloegaition of stock-based compensation expenseecicdinsolidated financial statements.
Prior to July 1, 2005, we followed Accounting Pijles Board Opinion 25, “Accounting for Stock Isdie Employees” (“APB No. 25™and
related interpretations. Under APB No. 25, no stbaked compensation expense was recognized rédaten stock option program and
employee stock purchase plan, as all options gilameer the stock option program had an exercise pual to the market value of the
underlying common stock on the date of grant arith mspect to the employee stock purchase plaxdigcount did not exceed fifteen
percent. Stock-based compensation expense foestriated stock program has historically been raagl in our results of operations in
accordance with APB No. 25. The following table soanizes the stock-based compensation expensedétateir stock option program, the
employee stock purchase plan and restricted stagir@m that have been recorded in earnings frortiraging operations in each respective
period:

(In millions)
Years ended June . 2006 2005
Operating expense $
Selling, general and administrative exper

Systems development and programming ¢

&+
N O N
) O &8
€y ~1 ~I

11.¢

Total stocl-based compensation expense reporte
net earnings from continuing operatit $142.7

&

11.€

Income tax benefit on sto-based compensation expel
reported in net earnings from continuing opiers $(41.7

@
=
(®))

In order to provide a comparable basis betvike results of operations in fiscal 2006 andfigwal year ended June 30, 2005 (“fiscal
2005"), we have provided pro forma informationeefed under the heading “2005 — As Adjusted”,iovime fiscal 2005 results as if stock-
based compensation expense related to our stomngubgram and employee stock purchase plan hawl é&epensed. The “2005 — As
Adjusted” amounts include the following pro formack-based compensation expense related to our stomggbgram and employee st
purchase plan, which are based on the pro formaiaradlisclosed in Note 14 to the consolidated firrstatements included with this
Annual Report on Form 10-K:

(In millions)
Year ended June ¢ 2005




Operating expenst $ 31.¢

Selling, general and administrative exper 81.C
Systems development and programming c 32.2
Total pro forma stoc-based compensation expel $145.(

Pro forma income tax benefit on st-basec
compensation expen $(41.5
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Total Revenues

Our consolidated revenues in fiscal 2006 gtéd, to $6,835.6 million, as compared to our ctidated revenues in fiscal 2005, due to
increases in Employer Services of 8%, or $376.Tanjlto $5,076.4 million, PEO Services of 22%$426.7 million, to $703.7 million, and
Dealer Services of 15%, or $136.2 million, to $2,@/million. Our consolidated revenues, excluding impact of acquisitions and
divestitures, grew 10% in fiscal 2006 as compaoeithé¢ prior year.

Our consolidated revenues in fiscal 2006 includerest on funds held for clients of $549.8 millias,compared to $421.4 million in fis
2005. The increase in the consolidated interestegbon funds held for clients was due to the irgged 11% in our average client funds
balances in fiscal 2006 to $13.6 billion as a restihew business and growth in our existing cliease, as well as the increase in the average
interest rate earned on client funds from 3.4%scafl 2005 to 4.1% in fiscal 2006.

Total Expenses, As Reported

Our consolidated expenses in fiscal 2006eiased $654.0 million, to $5,610.2 million, from@86.2 million in fiscal 2005, as reported,
due to an increase in our revenues described abaviacrease in our stoddased compensation expense, and increases in stuwsfaevenue
and selling, general and administrative expensies.idcrease in our stock-based compensation exjrese results of operations as of July
1, 2005 is associated with the adoption of SFAST28R. Total stock-based compensation expensededlin continuing operations
increased $130.9 million, to $142.7 million, indg 2006, from $11.8 million, as reported, in fis2@05 due to the recording of expenses
within our results of operations for our stock optprogram and employee stock purchase plan.

Our total cost of revenues increased $438libm to $3,603.7 million in fiscal 2006, from $35.3 million in fiscal 2005, due to
increases in our operating expenses and systemefogevent and programming costs. Operating expensesased $382.4 million, or 15%,
due to the increase in revenues described abaslading the increase in PEO revenues, which hags-gi@ough costs. The pass-through
costs associated with our PEO revenues increasd #8llion in fiscal 2006, to $511.0 million. Irddition, operating expenses increased
approximately $95.3 million as a result of highempensation expenses associated with additiondémgntation and service personnel.
Lastly, our operating expenses increased $23.7Tomitlue to the increase in stock-based compensatpeanse in fiscal 2006. Systems
development and programming costs increased $4#lidmto $472.3 million, due to stock-based comgation expense of $23.3 million
recorded in fiscal 2006 and increased compensatipanses associated with personnel to support anttain our products and services.

Selling, general and administrative expemse®ased $175.1 million in fiscal 2006, to $1,93&uillion, attributable to the increase in
stock-based compensation expense of $83.9 miltidiscal 2006 and increased compensation costg dB3nillion associated with our
continued investment in our sales personnel toedsivr revenue growth.

Interest expense increased $40.5 millionsical 2006 as a result of higher interest rateshégiter average borrowings on our short-term
commercial paper program. In fiscal 2006 and 2@0& Company’s average borrowings under the comialgraper program were $1.4
billion and $1.0 billion, respectively, at a weigHtaverage interest rate of 4.1% and 2.1%, resedcti
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Total Expenses, As Adjusted

Our consolidated expenses in fiscal 2006eiased $509.0 million, to $5,610.2 million, from B%1.2 million in fiscal 2005, as adjusted,
due to increases in our costs of revenues anthgetieneral and administrative expenses. Totakdtased compensation expense included in
continuing operations decreased $14.1 million,14257 million in fiscal 2006, from $156.8 millioas adjusted, in fiscal 2005. This decrease
was driven by the reduction in the number of stopgkons granted to associates, which began inlfX@6.



Our total cost of revenues increased $374llibm to $3,603.7 million in fiscal 2006, from $9.3 million in fiscal 2005, due to
increases in our operating expenses and systersogevent and programming costs. Operating expansezased $350.6 million, or 13%,
due to the increase in revenues described abaslading the increase in PEO revenues, which hage-ffaough costs. The pass-through
costs associated with our PEO revenues increasked #8llion in fiscal 2006, to $511.0 million. Irddition, operating expenses increased
approximately $95.3 million as a result of highempensation expenses associated with additiondémentation and service personnel.
Systems development and programming costs incre&is®8 million, to $472.3 million, due to increassinpensation expenses associated
with personnel to support and maintain our prodaots services.

Selling, general and administrative expetise®ased $94.1 million in fiscal 2006, to $1,93/illion, attributable to increased
compensation costs of $77.8 million associated withcontinued investment in our sales personnetite our revenue growth.

Interest expense increased $40.5 millionsical 2006 as a result of higher interest rateshégiter average borrowings on our short-term
commercial paper program. In fiscal 2006 and 2@0& Company’s average borrowings under the comialgraper program were $1.4
billion and $1.0 billion, respectively, at a weigttaverage interest rate of 4.1% and 2.1%, resécti

Other I ncome, net

Other income, net, increased $73.1 milliofisnal 2006 due to the increase in interest incomeorporate funds of $49.2 million as a
result of the increase in the average interesteateed on our corporate investments from 3.0%saaf 2005 to 4.0% in fiscal 2006 and a
decrease in the net realized losses on availablsale securities of $23.9 million.

Earnings from Continuing Operations before | ncome Taxes, As Reported

Earnings from continuing operations befoimime taxes increased $123.4 million, or 10%, frdn2$7.8 million, as reported, in fiscal
2005 to $1,361.2 million in fiscal 2006 due to therease in revenues and expenses discussed &eemll margin remained flat at 20%.
leveraged our expense levels with the increasingmees, in order to improve margins on our servitee improved margins on our services
were offset by the increase in stock compensatiperses of $130.9 million due to the recordingtotls-based compensation expense
associated with our stock option program and engaatock purchase plan in fiscal 2006. Additionallyr margin was negatively impacted
by increasing PEO revenues, which have pass-thropghating expenses and therefore lower margins.
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Earnings from Continuing Operations before | ncome Taxes, As Adjusted

Earnings from continuing operations befoimime taxes increased $268.4 million, or 25%, frdn®$2.8 million, as adjusted, in fiscal
2005 to $1,361.2 million in fiscal 2006 due to therease in revenues and expenses discussed &wemall margin improved from 18% to
20%. We leveraged our expense levels with the asing revenues in order to improve margins on ewices and total stock-based
compensation expense decreased due to the redirctioe number of stock options granted to assesidh addition, our margin was
negatively impacted by the increasing PEO revenubigh have pass-through operating expenses aneftine lower margins.

Provision for Income Taxes, As Reported

Our effective tax rate in fiscal 2006 was238.as compared to 36.9%, as reported, in fiscab20Be increase in the effective tax rate is
attributable to the expensing of stock-based comsgu@n, as certain components of our stock-baseubensation programs are non-
deductible, resulting in a higher effective taxerdh addition, the effective tax rate increased ttuthe application of the provisions of the
American Jobs Creation Act (the “AJCA”) to our répation of approximately $250.0 million of eligéldividends from non-U.S.
subsidiaries, which resulted in income tax experisgpproximately $10.0 million in fiscal 2006. Tleesicreases in the effective tax rate were
partially offset by a favorable mix in income amdag jurisdictions.

Provision for Income Taxes, As Adjusted

Our effective tax rate was 38.2% and 38.0%sital 2006 and fiscal 2005, respectively, as stéjd. The increase in our effective tax rate
was due to additional income tax expense of apprataly $10.0 million in fiscal 2006 associated wibk repatriation of approximately
$250.0 million of eligible dividends from non-U.Subsidiaries under the AJCA. Certain componentsiostock-based compensation
programs are non-deductible, which results in adrgffective tax rate. In fiscal 2006, our non4aible stock-based compensation expense
decreased and our overall earnings from continapeyations before income taxes increased, bothhafhwoffset the increase in the effective
tax rate. In addition, the increase in the effextax rate was partially offset by a favorable mixncome among tax jurisdictions.

Net Earnings from Continuing Operations and Diluted Earnings per Share from Continuing Operations, As Reported

Net earnings from continuing operations increaséd t® $841.9 million, in fiscal 2006, from $780.6llran, as reported, in fiscal 20(



and the related diluted earnings per share froniraaing operations increased 10%, to $1.45. Thesfm&e in net earnings from continuing
operations reflects the increase in earnings fromicuing operations before income taxes as atre$uicreased revenues offset by the
additional expense associated with stock-based ensgion and a higher effective tax rate as desti@bove. The increase in diluted
earnings per share from continuing operationsctflthe increase in net earnings from continuingratoons and the impact of fewer shares
outstanding due to the repurchase of 29.6 milllwarss in fiscal 2006 and 14.1 million shares iodi005.
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Net Earnings from Continuing Operations and Diluted Earnings per Share from Continuing Operations, As Adjusted

Net earnings from continuing operations iased 24%, to $841.9 million, in fiscal 2006, fro6v$.1 million, as adjusted, in fiscal 2005.
Diluted earnings per share from continuing operatimcreased 26%, to $1.45 in fiscal 2006 from $1ak adjusted, in fiscal 2005. The
increase in net earnings from continuing operatrefiects the increase in earnings from continwipgrations before income taxes as a result
of our higher revenues and improved margin, asritestabove. The increase in diluted earnings paresfrom continuing operations refle
the increase in net earnings from continuing op@natand the impact of fewer shares outstandingaltiee repurchase of 29.6 million shares
in fiscal 2006 and 14.1 million shares in fiscaD30

ANALYSIS OF REPORTABLE SEGMENTS
Revenues

(Dollars in millions)

Years ended June 3 Change
2007 2006 2005 2007 200€ 2005

Employer Service $5,615.«  $5,076.«  $4,699.° 11% 8% 6%
PEO Service 884.¢ 703.7 577.( 26% 22% 24%
Dealer Service 1,225.¢ 1,072.¢ 936.¢ 14% 15% 11%
Other (1.7) 36.€ 35.C (100)+% 5% (16)%
Reconciling items

Foreign exchang 78.€ 2.8 9.4

Client funds intere: (2.9 (56.€) (126.4)
Total revenue $7,800.C $6,835.¢  $6,131. 14% 11% 10%
Earnings from Continuing Operations before Income Bxes
(Dollars in millions)

Years ended June 3 Change
2007 2006 2005 2007 2006 2005

Employer Service $1,408..  $1,254.0  $1,113. 12% 13% 14%
PEO Service 80.4 54.¢ 39.¢ 46% 38% 40%
Dealer Service 200.( 157.¢ 148.¢ 27% 6% 5%
Other (183.7) (150.0 (29.) (22% (100)+% (100)+%
Reconciling items

Foreign exchanc 8.3 0.8 (2.6)

Client funds intere: (2.9 (56.8) (126.9)

Cost of Capital Char¢ 113.: 100.1 94.C
Total earnings fron

continuing operatior

before income taxe $1,623.! $1,361.: $1,237.¢ 19% 10% 11%
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Certain revenues and expenses are charged topihetaiele segments at a standard rate for managesesuns. Other costs are charge
the reportable segments based on management snggisitity for the applicable costs. Lastly, varidnsome and expense items, including
certain non-recurring gains and losses and stoskébaompensation expenses of $130.5 million, $1d8libn and $11.8 million in fiscal

2007, 2006 and 2005, respectively, are record Other".



The fiscal 2006 and 2005 reportable segmeet®nues and earnings from continuing operati@fierb income taxes have been adjusted
to reflect updated fiscal 2007 budgeted foreigrhaxge rates. This adjustment is made for managemuepbses so that the reportable
segmentstevenues are presented on a consistent basis witteimpact of fluctuations in foreign currencychange rates. This adjustmer
a reconciling item to revenues and earnings fromtioaing operations before income taxes and regultse elimination of this adjustment in
consolidation.

In addition, the reconciling items includeadjustment for the difference between actual @geincome earned on invested funds held for
clients and interest credited to Employer Servared PEO Services at a standard rate of 4.5%. Tbsaéion is made for management rea:
so that the reportable segments’ results are pres@m a consistent basis without the impact aftélations in interest rates. This allocation is
a reconciling item to our reportable segments’ nexes and earnings from continuing operations befam@me taxes and results in the
elimination of this allocation in consolidation.

The reportable segments’ results also includest of capital charge related to the fundingagjuisitions and other investments. This
charge is a reconciling item to earnings from aqunitig operations before income taxes and resultseirlimination of this charge in
consolidation.

Employer Services
Fiscal 2007 Compared to Fiscal 2006
Revenue

Employer Services’ revenues increased 11fisdal 2007 due to new business started in thegdean increase in the number of
employees on our clients’ payrolls in the Unitedt&s, increased client retention, the impact afipgiincreases, which contributed
approximately 2% to our revenue growth, and aneiase in client funds balances, which increaseddsteevenues. Internal revenue growth,
which represents revenue growth excluding the imphacquisitions and divestitures, was approxitys@8so for fiscal 2007. Revenue from
our traditional payroll and payroll tax filing bugiss grew 9%. The number of employees on our slipayrolls, “pays per controljhcrease:
2.3% in the United States. This employment megpresents over 141,000 payrolls of small to langgresses and reflects a broad range of
U.S. geographic regions. Our worldwide client rétanimproved 0.1 percentage point over last yeaatord level. Revenues from our
“beyond payroll” services, excluding PEO Serviaghich is disclosed as a separate reportable segmergased 18% in fiscal 2007, due to
an increase in our Time and Labor Management sssvievenues of 22%, as well as the impact of cebiasiness acquisitions in fiscal 2007.
The increase in revenues related to our Time abhdil &anagement services was due to an increase inumber of clients utilizing these
services.

We credit Employer Services with interestctiant funds at a standard rate of 4.5%; theref@reployer Services’ results are not
influenced by changes in interest rates. Interestlient funds recorded within the Employer Sersisegment increased $48.8 million in fis
2007, which represented 1% growth in Employer Seslirevenues, due to the increase in the avelsge funds balances as a
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result of increased Employer Services’ new busiaessgrowth in our existing client base. The averagent funds balances were $14.6
billion in fiscal 2007 as compared to $13.5 billiorfiscal 2006, an increase of 8%.

Earnings from Continuing Operations before Inconagds

Earnings from continuing operations befoi@ime taxes increased $153.8 million, or 12%, td@3.1 million, in fiscal 2007. Earnings
from continuing operations before income taxessod 2007 grew at a faster rate than revenuesaltie improvement in margins for our
services from the leveraging of our expense straattith the increased revenues. This was offsgiaim, by higher operating expenses from
the increase of approximately $226.5 million in gansation expenses for implementation, servicesatesforce personnel, and spending on
new business opportunities related to our HR BF€riofgs of approximately $7 million. This spendioig new business opportunities was
targeted at expanding our COS product for largerleyers and our ADP Resoureroduct, as well as our GlobalViéthproduct, which is
our outsourcing offering for multi-national and b#d organizations. Lastly, earnings from continuapgrations before income taxes were
negatively impacted by approximately $8.4 milli@tated to six acquisitions made in fiscal 2007.

Fiscal 2006 Compared to Fiscal 2005
Revenue

Employer Servicesevenues increased 8% in fiscal 2006 due to neméss started in the period, an increase in thebenmf employee
on our clients’ payrolls in the United States, eased client retention, the impact of pricing iases, which contributed approximately 2% to
our revenue growth, and an increase in client fuoradances, which increased interest revenues. timbar of employees on our clie’



payrolls, “pays per controljhcreased 2.3% in the United States. Our worldwidmnt retention improved 0.1 percentage point dkierrecorc
level in fiscal 2005. Revenues from our “beyondrpdy services, excluding PEO Services, which isalibsed as a separate reportable
segment, increased 11% in fiscal 2006, due to ene@se in our Time and Labor Management servieestes of 21% due to an increase in
the number of client utilizing these services.

We credit Employer Services with interestctiant funds at a standard rate of 4.5%; theref@reployer Services’ results are not
influenced by changes in interest rates. Interestlient funds recorded within the Employer Sersisegment increased $57.8 million in fis
2006, which represented approximately 1% growthritployer Services’ revenues, due to the increafiesimverage client funds balances as
a result of increased Employer Services’ new bissirsad growth in our existing client base. The agerlient funds balances were $13.5
billion in fiscal 2006 as compared to $12.2 billiorfiscal 2005, representing an increase of 11%.

Earnings from Continuing Operations before Inconagds

Earnings from continuing operations befoimime taxes increased 13%, from $1,113.7 milliod1t@54.3 million, in fiscal 2006 due to
the increase in revenues. Earnings from continaperations before income taxes grew at a fasterthahn revenues due to the improvement
in margins for our services from the leveragingof expense structure with the increased revenffsst,an part, by higher selling expenses
associated with additional personnel expensestimegdfom the increase in implementation and salesf personnel and higher commission
expenses resulting from our increase in new busisakes. In addition, expenses in fiscal 2006 ased due to start-up expenses relating to
GlobalView® .
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PEO Services
Fiscal 2007 Compared to Fiscal 2006
Revenue

PEO Servicesevenues increased $181.1 million, or 26%, to $B&illion in fiscal 2007. The increase in revenues primarily due to
22% increase in the average number of worksite @yegls in fiscal 2007. The increase in the averageber of worksite employees was due
to new client sales, improved client retention #r&net increase in the number of worksite empleygexisting clients. Additionally, benefit
related revenues, which are billed to our cliemtd gnerefore have an equal amount of costs in tipgraxpenses, increased $112.5 millior
29%, due to the increase in the average numbepddsite employees in fiscal 2007, as well as ineesan health care costs, which were
passed on to clients. Administrative revenues, iwhépresent the fees for our services, increas@d@$8illion in fiscal 2007, or 24%, due to
the increase in the number of average worksite @yegls and price increases, which are based upercarage of the salaries related to
worksite employees.

We credit PEO Services with interest on ¢lfends at a standard rate of 4.5%; therefore, BE@ices’ results are not influenced by
changes in interest rates. Interest on client fuadsrded within the PEO Services segment incredgetimillion in fiscal 2007, due to the
increase in the average client funds balancesesudt of increased PEO Services’ new businesgenalth in our existing client base. The
average client funds balances were $0.1 billiobath fiscal 2007 and 2006.

Earnings from Continuing Operations before Inconagds

Earnings from continuing operations befoimime taxes increased $25.5 million, or 46%, to48&dllion in fiscal 2007. This increase
was primarily attributable to the increase in rexendescribed above, net of the related cost @iding benefits and workers compensation
coverage and payment of state unemployment taxegdiksite employees, which are included in costestnues, and contributed to a $52.1
million increase in our earnings from continuingeogttions in fiscal 2007 as compared to fiscal 200s increase was primarily attributable
to 22% growth in the average worksite employedsepncreases, and improvement in margins on thd&eve compensation and state
unemployment components of the PEO Services’ affefThe increase in earnings from continuing openatbefore income taxes of $52.1
million was partially offset by an increase in @ast of services of $9.8 million in fiscal 2007@msnpared to fiscal 2006. In addition, our
expenses associated with new business sales iadr§a2.2 million in fiscal 2007, primarily as aulf growth in our salesforce and an
increase in sales over fiscal 2006 of 14%. Lastyling, general and administrative expenses ise@&4.6 million primarily as a result of 1
growth in the business.

Fiscal 2006 Compared to Fiscal 2005
Revenue

PEO Servicesevenues increased $126.7 million, or 22%, to $7@dllion in fiscal 2006. The increase in revenues primarily due to
19% increase in the average number of worksite eyegls in fiscal 2006. The increase in the averageber of worksite employees was ¢



to new client sales and the net increase in waksitployees at existing clients. Additionally, bigmelated revenues, which are billed to our
clients and therefore have an equal amount of @osigerating expenses, increased
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$85.8 million, or 28%, due to the increase in therage number of worksite employees as well agasss in health care costs, which were
passed on to clients. Administrative revenues esed $19.9 million, or 16%, due to the increasbénaverage number of worksite
employees.

We credit PEO Services with interest on ¢lfends at a standard rate of 4.5%; therefore, BE@ices’ results are not influenced by
changes in interest rates. Interest on client fuadsrded within the PEO Services segment incred&dtimillion in fiscal 2007, due to the
increase in the average client funds balancesesudt of increased PEO Services’ new businesgenalth in our existing client base. The
average client funds balances were $0.1 billiobdth fiscal 2006 and 2005.

Earnings from Continuing Operations before Inconagés

Earnings from continuing operations befoi@ime taxes increased $15.1 million, or 38%, to $dillion in fiscal 2006. This increase
was primarily attributable to the increase in rexendescribed above, net of the related cost @iding benefits and workers compensation
coverage and payment of state unemployment taxegdiksite employees, which are included in costestnues, and contributed to a $37.1
million increase in our earnings from continuingeegttions in fiscal 2006 as compared to fiscal 200fs increase is attributable to 19%
growth in the average worksite employees and imgmment in margins on the workers compensation atd shemployment components of
the PEO Services’ product offering. The increaseamings from continuing operations before incoaxes of $37.1 million was partially
offset by an increase in our cost of revenues 0f&million in fiscal 2006 as compared to fiscaD80Lastly, our expenses associated with
new business sales increased $14.3 million in @86, primarily as a result of growth in our sdece and an increase in sales over fiscal
2006 of 30%.

Dealer Services
Fiscal 2007 Compared to Fiscal 2006
Revenue

Dealer Services' revenues increased $153lmior 14%, to $1,225.8 million in fiscal 2007he increase in revenues in fiscal 2007 was
driven by both internal revenue growth and by asitjons. Revenues increased for our dealer bussyestems in North America by $74.0
million, to $946.8 million, due to growth in ourkservices. The growth in our key services wasalrilzy the increased users for Application
Service Provider (“ASP”) managed services, incréd@@dit Check and Computerized Vehicle Registraf€VR”) transaction volume, ne
network installations and increased market penetratf our Digital Marketing services. Internal emue growth, which represents revenue
growth excluding the impact of acquisitions andegitures, was approximately 6% for fiscal 2007.

Earnings from Continuing Operations before Inconagés

Earnings from continuing operations befoi@ime taxes increased $42.1 million, to $200.0 aillin fiscal 2007, due to the increases in
revenues of our dealer business systems and aatitrils from recent acquisitions. Overall margin ioyed to 16% in fiscal 2007, from 15%
in fiscal 2006, driven by growth in the internatiddmarket due to the acquisition of Kerridge irc&is2006 and cost savings achieved from the
integration of Kerridge in the current year. Las#harnings from continuing operations before incéaxes also improved as a result of a
decline in restructuring expenses of $5.6 milliwhjch represented the expenses recorded in theyw# relating to the integration of
Kerridge.
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Fiscal 2006 Compared to Fiscal 2005
Revenue

Dealer Services' revenues increased $13albmior 15%, to $1,072.8 million in fiscal 200Bevenues increased for our dealer business
systems in North America by $42.3 million, to $&illion, due to growth in our key services. Thewth in our key services was driven
the increased users for ASP managed servicesasmieCredit Check and CVR transaction volume, netwark installations and increased
market penetration of our Customer Relationship &fgment services. Internal revenue growth, whipheents revenue growth excluding
the impact of acquisitions and divestitures, wazgaximately 4% for fiscal 200¢



Earnings from Continuing Operations before Inconagds

Earnings from continuing operations befoimime taxes increased $9.1 million, to $157.9 nillio fiscal 2006. The increases in
revenues of our dealer business systems and catibrils from recent acquisitions increased earnindiscal 2006. These increases were
partially offset by additional sales expenses madpto sales personnel headcount additions. Eagrfiiogn continuing operations before incc
taxes were also negatively impacted by the integraxpenses associated with the acquisition ofidge, including $5.6 million of
restructuring expenses.

Other

The primary components of “Other” are misgedous processing services, and corporate allosagiod expenses, including stock-based
compensation expense reported in net earnings éminuing operations related to the Company’s #dopf SFAS No. 123R, effective
July 1, 2005, of $130.5 million, $142.7 million afi@l1.8 million in fiscal 2007, 2006 and 2005, retpely. Additionally, certain non-
recurring gains and losses, including a gain of @3&llion on the sale of a minority interest intregnt in fiscal 2007 are included in “Other”

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCE S

Our financial condition and balance sheetaienstrong. At June 30, 2007, cash and marketa&olergies were $1,884.6 million. The ratio
of long-term debt-to-equity was 0.8% at June 3@72@\t June 30, 2007, working capital from contirgibperations was $1,534.8 million, as
compared to $1,596.4 million at June 30, 2006. Tihituation is due to a decrease in cash and egsivalents and short-term marketable
securities of $54.0 million and $257.1 million, pestively. These decreases were offset by an isengeaccounts receivable of $289.7
million due to the increased revenues and the grincollections.

Our principal sources of liquidity are dexdvieom cash generated through operations and throagh and marketable securities on hand.
We also have the ability to generate cash throughinancing arrangements under our U.S. short-ssmmercial paper program and our
U.S. and Canadian shadarm repurchase agreements. In addition, we haee tmsecured revolving credit agreements thawvai®to borrov
up to $5.5 billion in the aggregate. Our short-teommercial paper program and repurchase agreementgilized as the primary
instruments to meet shadfm funding requirements related to client funbgations. Our revolving credit agreements arplace to provid
additional liquidity, if needed. We have never fedrowings under the revolving credit agreemenke Tompany believes that the internally
generated cash flows and financing arrangementadaguate to support business operations and lcaytanditures.

30

On March 30, 2007, we completed the tax $@a-off of our former Brokerage Services Groupibess, comprised of our former
Brokerage Services and Securities Clearing anddDutsg Services segments, into an independentghybiaded company called
Broadridge Financial Solutions, Inc. (“BroadridgeAs a result of the spin-off, ADP stockholderg@ford on March 23, 2007 (the “record
date”) received one share of Broadridge commorksigth a par value $0.01 per share, for every fhares of ADP common stock held by
them on the record date and cash for any fractisinales of Broadridge common stock. We have claddifie results of operations of the
spun-off business as discontinued operations fqresiods presented. Additionally, we recorded erélase to retained earnings of $1,125.2
million for the non-cash reduction in net assetthefBrokerage Services Group business relatduetsgin-off, offset by an increase to
retained earnings of $690.0 million related todheh dividend received from Broadridge as parhefspin-off.

In February 2007, we notified holders of @aaro coupon convertible subordinated notes thawvaudd redeem all the notes that were
outstanding as of the end of the business day aehvED, 2007 (the “redemption date”). Prior to tedemption date, notes with a face value
of approximately $39 million were converted intgegximately 1 million shares of the Company’s conmstock. We subsequently
redeemed the remaining 352 notes outstanding e sEdemption date at a redemption price of $87&&ch note, representing the accrued
value of each note at the time of the redemption.

Net cash flows provided by operating actdstivere $1,298.0 million in fiscal 2007, as comgaoe$1,812.5 million in fiscal 2006 as a
result of a decrease in the operating activitiegisfontinued operations of $186.1 million, as vesllan increase of $247.2 million in accounts
receivable and an increase of $116.2 million ireoissets. The increase in accounts receivablealeed to our increased revenues and the
timing of collections. The increase in other assets largely due to a $17.4 million increase in pemsion plan cash contributions and a $
million increase in other current assets due tdithang of certain payments for prepaid insuraniee software maintenance contracts in fiscal
2007, as compared to fiscal 2006.

Cash flows provided by investing activitiefiscal 2007 totaled $430.8 million, as compa@8452.2 million in fiscal 2006. The
fluctuation between periods was due to a decreapmiceeds from the sale of businesses includdibaontinued operations, net of cash
divested, of $885.2 million, which was due to theaipt of $896.2 million related to the sale of @laims Services business and $6.2 million
related to the sale of Brokerage Services’ findrmiat business in fiscal 2006, offset by $13.2lion received in fiscal 2007 representing a
purchase price adjustment relating to the fisc@62€ale of the Claims Services business and $4lidmiieceived from the sale of Sandy
Corporation in fiscal 2007. This net decrease wsebby the receipt of the $690.0 million cashidiénd from Broadridge, which was offset
by $29.9 million of cash retained by Broadridged #ime proceeds of $38.6 million received on the s&la minority investment in fiscal 20C



The cash flows provided by investing activitiedigtal 2007 also increased $34.8 million for caaldgor intangible assets relating to
software license fees and increased $107.8 miilliarash paid for acquisitions as a result of tleeeh businesses acquired in fiscal 2007.
These increases were offset by a decrease of $8bidn in cash paid for capital expenditures daehte completion of the consolidation of
the data center facilities in fiscal 2006.

Cash flows used in financing in fiscal 206fated $1,884.4 million, as compared to $1,348 aniin fiscal 2006. The increase in cash
used in financing activities was due to increaggmirchases of common stock of $600.5 million antharease in dividends paid of $67.4
million, resulting from the increase in the amoahtividends per common share in fiscal 2007, aspared to fiscal 2006, offset by the
reduction in the number of shares outstanding duke repurchase of common stock. We purchasedmilli@n shares of our common stock
at an average price per share of $47.74 in fiscal
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2007, as compared to 29.6 million shares in fi26&l6. As of June 30, 2007, we had remaining Boamirectors’ authorization to purchase
up to 43.8 million additional shares. These incesasgere offset, in part, by an increase in proceecsived from the stock purchase plan and
exercises of stock options of $126.2 million dudigher levels of stock option exercises in fi2@7 as compared to fiscal 2006.

In June 2007, we entered into a $1.75 billR6d-day credit agreement with a group of lendeng 364-day facility replaced the
Company’s prior $1.75 billion 364-day facility. Viééso have a $1.5 billion credit facility and a $2llion credit facility that mature in June
2010 and June 2011, respectively. The five-yeadlitias contain accordion features under whichagregate commitments can each be
increased by $500.0 million, subject to the avadlilgtof additional commitments. The interest rafgplicable to the borrowings is tied to
LIBOR or prime rate depending on the notificationyded by the Company to the syndicated finanaistitutions prior to borrowing. We &
also required to pay facility fees on the credit@gnents. The primary uses of the credit facilidiesto provide liquidity to the commercial
paper program and to provide funding for genergbamte purposes, if necessary. There were noworgs through June 30, 2007 under the
credit agreements.

We maintain a U.S. short-term commercial pgpegram providing for the issuance of up to #&lbon in aggregate maturity value of
commercial paper at the Company’s discretion. @anroercial paper program is rated A-1+ by StandactiRoor’s and Prime-1 by Moody’
These ratings denote the highest quality commepeipér securities. Maturities of commercial paar ange from overnight to up to 364
days. At June 30, 2007 and 2006, there was no coomthpaper outstanding. In fiscal 2007 and 2086,Eompany’s average borrowings
were $1.5 billion and $1.4 billion, respectivelyaaveighted average interest rate of 5.3% and 4ré8pectively. The weighted average
maturity of the Company’s commercial paper was thas two days in both fiscal 2007 and fiscal 2006.

Our U.S. and Canadian short-term funding irequents related to client funds obligations anastimes obtained on a secured basis
through the use of repurchase agreements, whicto#legeralized principally by government and gaweent agency securities. These
agreements generally have terms ranging from ogktd up to five business days. At June 30, 20@F2006, there were no outstanding
obligations under repurchase agreements. In f&@@F and 2006, the Company had average outstabdiagces under repurchase
agreements of $141.6 million and $165.7 milliorspectively, at a weighted average interest rate4%o and 3.5%, respectively.

Capital expenditures for continuing operagigmfiscal 2007 were $169.7 million, as compare8252.8 million in fiscal 2006 and $160.3
million in fiscal 2005. The capital expendituredigtal 2007 related to data center and otherifpéihprovements to support our operations.
The decrease in capital expenditures from fiscBb620 fiscal 2007 was primarily related to lowepital expenditures relating to the
consolidation of the data centers, which was cotaglen fiscal 2006. We expect capital expenditumeiscal 2008 to be approximately $200
million.
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The following table provides a summary of our cantual obligations as of June 30, 2007:

(In millions)
Payments due by period
Less tha 1-3 35 More that
Contractual Obligatior 1 year years years 5 years Total
Debt Obligations (1) $ 02 $16E $ - $270 $ 437
Operating Lease and Software
License Obligations (2) 227.6 299.2 72.5 51.1 650.2
Purchase Obligations (3) 87.7 99.4 447 = 231.¢

Other long-term liabilities reflected



on our Consolidated Balance Sheets:
Compensation and Benefits (4) 51.1 85.4 54.t 69.6 260.€
Total $366.6  $500.F $171.t $147.7  $1,186.:

(1) These amounts represent the principal repaysyrgur debt and are included on our ConsolidB&dnce Sheets. See Note 11 to the
consolidated financial statements for additionfdrimation about our debt and related matters.

(2) Included in these amounts are various fac#liiad equipment leases and software license agneerifée enter into operating leases in
normal course of business relating to facilitied aquipment, as well as the licensing of softw@he majority of our lease agreements have
fixed payment terms based on the passage of tierai@ facility and equipment leases require payrmémaintenance and real estate taxes
and contain escalation provisions based on futdjiissements in price indices. Our future operati@sk obligations could change if we exit
certain contracts or if we enter into additionaéiiing lease agreements.

(3) Purchase obligations primarily relate to pusghand maintenance agreements on our softwargreent and other assets.
(4) Compensation and benefits primarily relateartmunts associated with our employee benefit @adsother compensation arrangements.

In addition to the obligations quantified in thél@above, we had obligations for the remittancinéls relating to our payroll and payr
tax filing services. As of June 30, 2007, the cddligns relating to these matters, which are expeictde paid in fiscal 2008, total $18,673.0
million and were recorded in client funds obligasan our Consolidated Balance Sheets. We had 82.2 nillion of cash and marketable
securities recorded in funds held for clients on@ansolidated Balance Sheets as of June 30, 2@ have been impounded from our clie
to satisfy such obligations.

The Company’s wholly-owned subsidiary, ADEdmnity, Inc., provides workers’ compensation amgpeyer liability insurance
coverage for our PEO worksite employees. We hawered specific per occurrence and aggregate sggpréonsurance from third-party
carriers that cap losses that reach a certain ievech policy year. We utilize historical losperience and actuarial judgment to determine
the estimated claim liability for the PEO busindadiscal 2007 and 2006, we received premiumssdf.4 million and $46.5 million,
respectively, and paid claims of $27.4 million &21.9 million, respectively. At June 30, 2007, oash and marketable securities included
balances totaling approximately $131.8 million éwer the actuarially-estimated cost of workers’ pemsation claims for the policy years
that the PEO worksite employees were covered by KdBmnity, Inc.
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In the normal course of business, we alserénto contracts in which we make representataonswarranties that relate to the
performance of our products and services. We dexjpéct any material losses related to such repiasens and warranties.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Our overall investment portfolio is comprisafdcorporate investments (cash and cash equilshort-term marketable securities, and
long-term marketable securities) and client furglets (funds that have been collected from clieatsiot yet remitted to the applicable tax
authorities or client employees).

In order to provide more cost-effective lidity and maximize our interest income, we utilizettategy by which we extend the maturities
of our investment portfolio for funds held for alts and employ short-term financing arrangemensatisfy our short-term funding
requirements related to client funds obligationsthiese instances, a portion of this portfolioaasidered and reported within the corporate
investment balances in order to reflect the puentfunds assets and related obligations. Inténesime on the corporate investment portion
of the portfolio is reported in other income, nataur Statements of Consolidated Earnings.

Our corporate investments are invested ih egslivalents and highly liquid, investment gradeusities. These assets are available for
repurchases of common stock for treasury and/anisitipns, as well as other corporate operatingpses. All of our short-term and long-
term marketable securities are classified as avaHfor-sale securities.

Our client funds assets are invested witktgadf principal, liquidity, and diversification dise primary goals, while also seeking to
maximize interest income and to minimize the vétgtof interest income. Client funds assets areegted in highly liquid, investment grade
marketable securities with a maximum maturity ofyg@rs at time of purchase. A significant portiéthe client funds assets are invested in
U.S. government agency securities.

We have established credit quality, matudtyd exposure limits for our investments. The minimallowed credit rating for fixed income
securities is BBB and for asset-backed and mortfpag&ed securities is AAA. The maximum maturityiate of purchase for a BBB-rated
security is 5 years, for a single A-rated secugitie7 years, and for AA-rated and AAA-rated sda@siis 10 years. Commercial paper must be
rated A1/P1 and, for time deposits, banks must kavimancial Strength Rating of C or bet
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Details regarding our overall investment portf@ie as follows:

(Dollars in millions)

Years ended June « 2007 2006 2005
Average investment balances at cost:

Corporate investments $ 3,556.¢ $ 3,487.¢ $ 3,065.¢

Funds held for clients 14,682.¢ 13,566.. 12,263.!
Total $18,239. $17,054.( $15,329.
Average interest rates earned exclusive of

realized gains/ (losses) on:

Corporate investments 4.€% 4.C% 3.C%

Funds held for clients 4.5% 4.1% 3.4%
Total 4.5% 4.C% 3.3%
Realized gains on available-for-sale securities $ 20.¢ $ 13.2 $ 10.7
Realized losses on available-for-sale securities (12.5) (17.9 (39.2)
Net realized gains/(losse $ 8.2 $ (46 $ (289
As of June 30:
Net unrealized p-tax (losses) gains on

available-for-sale securities $ (184.9) $ (3129 $ 32.¢
Total available-for-sale securities at fair value $13,369. $13,612. $13,001.!

In fiscal 2007, approximately 25% of our aalemvestment portfolio was invested in cash aashcequivalents and, therefore, is impacted
by changes in short-term interest rates. The ath&s of our investment portfolio was invested irefixincome securities, with varying
maturities of 10 years or less, which were alsgesuitio interest rate risk including reinvestmeskr

Factors that influence the earnings impadhefinterest rate changes include, among othegsarmount of invested funds and the overall
portfolio mix between short-term and long-term istveents. This mix varies and is impacted by daitgrest rate changes. A hypothetical
change in both short-term interest ratesy(, overnight interest rates or the Fed Funds rated)intermediate-term interest rates of 25 basis
points applied to the estimated fiscal 2008 avemgestment balances and any related borrowingddvasult in approximately an $11
million impact to earnings before income taxes avénelve-month period. A hypothetical change ity@hort-term interest rates of 25 basis
points applied to the estimated fiscal 2008 avesdgpet-term investment balances and any related-#on borrowings would result in
approximately a $7 million impact to earnings beforcome taxes over a twelve-month period.

The Company is exposed to credit risk in @mtion with our available-for-sale securities thghuhe possible inability of the borrowers to
meet the terms of the securities. The Companydieriédit risk by investing in AAA and AA rated seities, as rated by Moody, Standard «
Poor’s, and for Canadian securities, Dominion BBRating Service. At June 30, 2007, approximately @5%ur available-for-sale securities
held an AAA or AA rating. In addition, we also liamounts that can be invested in any securityrdtta US and Canadian government or
government agency securities.
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The Company is exposed to market risk fromnges in foreign currency exchange rates that dmpdct its financial position, results of
operations and cash flows. The Company managegpissure to these market risks through its regaparating and financing activities and,
when deemed appropriate, through the use of daré/Bhancial instruments. The Company uses ddkigdtnancial instruments as risk
management tools and not for trading purposes. M/aat enter into any derivative financial instrumtein fiscal 2007, nor were there any
derivative financial instruments outstanding atel@0, 2007.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS



In March 2007, the Financial Accounting Stamtt$ Board (“FASB”) ratified EITF Issue No. 06-1Accounting for Income Tax Benefits
of Dividends on Share-Based Payment Awards.” EI&F.0 requires companies to recognize the incoméeaxfit realized from dividends
or dividend equivalents that are charged to reth@snings and paid to employees for non-vesteityegassified employee share-based
payment awards as an increase to additional paidgital. EITF 06t1 is effective for fiscal years beginning aftept&eber 15, 2007. We ¢
not expect EITF 06-11 will have a material impactonr results of operations or cash flows.

In February 2007, the FASB issued StatemeRtr@ancial Accounting Standards No. 15%h¢é Fair Value Option for Financial Assets
Financial Liabilities” (“SFAS No. 159”). SFAS No59 is effective for fiscal years beginning afterddmber 15, 2007. This statement
provides companies with an option to measure saldatancial assets and liabilities at fair vale are currently evaluating the effect that
the adoption of SFAS No. 159 will have, if any,am consolidated results of operations, cash flomwfinancial condition.

In September 2006, the Staff of the SEC d<staff Accounting Bulletin No. 108, “Considerirtuet Effects of Prior Year Misstatements
when Quantifying Misstatements in Current Year Riial Statements” (“SAB 108"). SAB 108 requiresisd@gnts to use a combination of
two approaches to evaluate the materiality of ifiedtunadjusted errors, the “rollover” approachhieh quantifies an error based on the
amount of the error originating in the current ye@ome statement, and the “iron curtain” approadtich quantifies an error based on the
effects of correcting the misstatement existinthimbalance sheet at the end of the current y@d.198 permits companies to adjust for the
cumulative effect of immaterial errors relatingptaor years in the carrying amount of assets aatdllities as of the beginning of the current
fiscal year, with an offsetting adjustment to tipeoing balance of retained earnings in the yeadoption. We have adopted SAB 108 in
fiscal 2007. The adoption of SAB 108 resulted iriramease to our opening retained earnings aslpflJ2006 of approximately $44.3
million, net of tax.

In September 2006, the FASB issued SFAS N8, ‘EEmployers’ Accounting for Defined Benefit P@sand Other Postretirement Plans
— an amendment of FASB Statements No. 87, 88, 18A.38(R)" (“SFAS No. 158"). This statement wouldju&e a company to (a)
recognize in its statement of financial positionaaget for a plan’s overfunded status or a lighiitit a plan’s underfunded status, (b) measure
a plan’s assets and its obligations that deteriténieinded status as of the end of the employéstaf year, and (c) recognize changes in the
funded status of a defined benefit plan in the yearhich the changes occur (reported in comprekierniscome). The requirement to
recognize the funded status of a benefit plan haddlated disclosure requirements were adoptédéoZompany at the end of fiscal 2007.
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In September 2006, the FASB issued SFAS N®, Fair Value Measurements” (“SFAS No. 157"). §ktatement clarifies the definition
of fair value, establishes a framework for meagyfair value, and expands the disclosures on firermeasurements. SFAS No. 157 is
effective for fiscal years beginning after Novemiy 2007. We believe that the adoption of SFAS ING. will not have a material effect on
our consolidated results of operations, cash flowfnancial condition.

In July 2006, the FASB issued FASB InterpiietaNo. 48, “Accounting for Uncertainty in Incor@xes” (“FIN 48”). FIN 48 applies to
all tax positions accounted for under SFAS No. I88counting for Income Taxes” and defines the ¢dafice level that a tax position must
meet in order to be recognized in the financiakstents. The interpretation requires that the fiects of a position be recognized only if it
“more-likely-than-not” to be sustained by the taxisuthority as of the reporting date. If a tax gosiis not considered “more-likely-than-not”
to be sustained then no benefits of the positiert@be recognized. FIN 48 requires additional ahdisclosures and is effective as of the
beginning of the first fiscal year beginning affll@cember 15, 2006. FIN 48 is effective for the Campas of the beginning of fiscal 2008
(i.e., as of July 1, 2007). While we continue to analymeeffect of adopting the provisions of FIN 48sicurrently expected that a
cumulative effect adjustment in the range of $1Bioni to $30 million will be charged to retainedramgs in the first quarter of fiscal 2008 to
increase the reserve for uncertain tax positiohgs &stimate is subject to change as we completarmalysis.

CRITICAL ACCOUNTING POLICIES

Our consolidated financial statements andmpanying notes have been prepared in accordantkewgounting principles generally
accepted in the United States of America. The pegjwm of these financial statements requires mamagt to make estimates, judgments
assumptions that affect reported amounts of ad&isities, revenues and expenses. We continuaibluate the accounting policies and
estimates used to prepare the consolidated finastaiigments. The estimates are based on histenpalrience and assumptions believed to
be reasonable under current facts and circumstaAcasal amounts and results could differ from thestimates made by management.
Certain accounting policies that require signiftcaranagement estimates and are deemed criticalrtesults of operations or financial
position are discussed below.

Revenue RecognitiarOur revenues are primarily attributable to femspiroviding services €.g., Employer Services’ payroll processing
fees) as well as investment income on payroll fupdsgroll tax filing funds and other Employer Seers’ client-related funds. We enter into
agreements for a fixed fee per transactierg(, number of payees). Fees associated with serareeiecognized in the period services are
rendered and earned under service arrangementslieitlts where service fees are fixed or determ@ahd collectibility is reasonably
assured. Our service fees are determined baseditd@nprice quotations or service agreements hpsiipulated terms and conditions tha
not require management to make any significantrjuelgs or assumptions regarding any potential uaicgigs. Interest income on collected
but not yet remitted funds held for clients is rgiiaed in revenues as earned, as the collectiddingoand remittance of these funds are
critical components of providing these servic



We also recognize revenues associated watisdale of software systems and associated softivarses. For a majority of our software
sales arrangements, which provide hardware, sadtliGenses, installation and post-contract custasupport, revenues are recognized
ratably over the software license term as vendecifip objective evidence of the fair values of thdividual elements in the sales
arrangement does not exist. Changes to the elenmeatsarrangement and the ability to establistdeerspecific objective evidence for those
elements could affect the timing of the revenuegadion.
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We assess collectibility of our revenues Hasémarily on the creditworthiness of the custormgidetermined by credit checks and
analysis, as well as the customer’s payment hisie do not believe that a change in our assumptititized in the collectibility
determination would result in a material changeet@nues as no single customer accounts for disanti portion of our revenues.

Goodwill. We review the carrying value of all our goodvinllaccordance with SFAS No. 142, “Goodwill and Qtltangible Assets,by
comparing the carrying value of our reporting utitsheir fair values. We are required to perfohis tomparison at least annually or more
frequently if circumstances indicate possible imp&int. When determining fair value, we utilize aadiunted future cash flow approach u:
various assumptions, including projections of rexenbased on assumed long-term growth rates, ¢stiroasts, and appropriate discount
rates based on the Company’s weighted averagetoapital. Our estimates of long-term growth andts are based on historical data,
various internal estimates and a variety of extesaarces, and are developed as part of our rolgimgerange planning process. We had
$2,353.6 million of goodwill as of June 30, 2007vé&h the significance of our goodwill, an adverbamge to the fair value could result in an
impairment charge, which could be material to aaaolidated earnings.

Income TaxedNe account for income taxes in accordance with SNAS109, “Accounting for Income Taxes,” which dsdishes
financial accounting and reporting standards ferdffect of income taxes. The objectives of acdogrfor income taxes are to recognize the
amount of taxes payable or refundable for the otiryear and deferred tax liabilities and assetsHerfuture tax consequences of events that
have been recognized in an enstjinancial statements or tax returns. Judgmergqgaired in addressing the future tax consequeoifcegent:
that have been recognized in our consolidated fiiahstatements or tax returns.g., realization of deferred tax assets, changesxifatas ol
interpretations thereof). In addition, we are sabje the continuous examination of our incomer&turns by the Internal Revenue Service
and other tax authorities. A change in the assassaiiehe outcomes of such matters could materiallyact our consolidated financial
statements.

Stock-Based Compensati®@FAS No. 123R requires the measurement of stockebesmpensation expense based on the fair valile of
award on the date of grant. We determine the faires of stock options issued by using a binomipdilom-pricing model. The binomial
option-pricing model considers a range of assumptielated to volatility, dividend yield, risk-fréaterest rate and employee exercise
behavior. Expected volatilities utilized in the bmial option-pricing model are based on a combamatif implied market volatilities,
historical volatility of the Company’s stock priaad other factors. Similarly, the dividend yieldssed on historical experience and expected
future changes. The risk-free rate is derived ftbenU.S. Treasury yield curve in effect at the tiofigrant. The binomial option-pricing
model also incorporates exercise and forfeituraragsions based on an analysis of historical date. &xpected life of the stock option grants
is derived from the output of the binomial modedl aapresents the period of time that options grhate expected to be outstanding.
Determining these assumptions are subjective amplax, and therefore, a change in the assumptitiized could impact the calculation of
the fair value of our stock options. Prior to Jiy2005, we followed APB No. 25, and related intetations. Under APB No. 25, no stock-
based compensation expense was recognized retabenl stock option program and employee stock @selplan, as all options granted
under the stock option program had an exercise gdgial to the market value of the underlying comstock on the date of grant and, with
respect to the employee stock purchase plan, soeulnt did not exceed fifteen percent.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

The information called for by this item iopided under the caption “Quantitative and QualieaDisclosures About Market Risk” under
“ltem 7 — Management’s Discussion and AnalysisiofRcial Condition and Results of Operations.”
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Item 8. Financial Statements and Supplementary Data
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders of
Automatic Data Processing, Inc.
Roseland, New Jersey

We have audited the accompanying consolidated balsimeets of Automatic Data Processing, Inc. abdidiaries (th¢*Compan™) as of



June 30, 2007 and 2006, and the related statemeotsisolidated earnings, stockholders’ equity, eash flows for each of the three years in
the period ended June 30, 2007. Our audits aldoded the financial statement schedule listed énltldex at Item 15(a) 2. These consolid
financial statements and consolidated financidkstent schedule are the responsibility of the Camjsamanagement. Our responsibility is
to express an opinion on these consolidated fimhstatements and consolidated financial states@h#dule based on our audits.

We conducted our audits in accordance wighstandards of the Public Company Accounting Ogbtd8oard (United States). Those
standards require that we plan and perform thet &amadbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, such consolidated financtaksments present fairly, in all material respettis,financial position of Automatic Data
Processing, Inc. and subsidiaries at June 30, 20872006, and the results of their operations heil tash flows for each of the three years
in the period ended June 30, 2007, in conformity\@ccounting principles generally accepted inUnéed States of America. Also, in our
opinion, such financial statement schedule, whesiciered in relation to the basic consolidatedrfoia statements taken as a whole, pre:
fairly, in all material respects, the informaticet $orth therein.

As discussed in Notes 1 and 18 to the codatad financial statements, in 2007 the Companyptadahe recognition and disclosure
provisions of Statement of Financial Accountingri8i@rds No. 158, “Employers’ Accounting for Defin@dnefit Pension and Other
Postretirement Plans — an amendment of FASB Statismo. 87, 88, 106 and 132(Rgffective June 30, 2007 and Staff Accounting Bl
No. 108,“Considering the Effects of Prior Year Misstatensewhen Quantifying Misstatements in Current YeaaRtcial Statements,”
effective July 1, 2006, on those financial statets@md financial statement schedule.

In addition, in 2006 the Company adoptededtant of Financial Accounting Standards No. 123(8hare-Based Payment,” as revised,
effective July 1, 2005.

We have also audited, in accordance wittstandards of the Public Company Accounting Ovetdiglard (United States), the
effectiveness of the Company’s internal controlrdirancial reporting as of June 30, 2007, basethercriteria established in Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Cassion and our report dated
August 29, 2007 expressed an unqualified opiniomanagement’s assessment of the effectivenesg @dmpany’s internal control over
financial reporting and an unqualified opinion te effectiveness of the Company'’s internal cordkar financial reporting.

/s/ Deloitte & Touche LL
New York, New York
August 29, 200°
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Statements of Consolidated Earnings
(In millions, except per share amounts)
Years ended June : 2007 2006 2005
Revenues, other than interest on funds held

for clients and PEO revenues $6,267.. $5582.. $5,132.¢
Interest on funds held for clients 653.€ 549.¢ 421.¢
PEO revenues (A) 879.( 703.7 577.(
Total revenues 7,800.( 6,835.¢ 6,131.:
Costs of revenues

Operating expenses 3,392.0 2,970.f 2,588..

Systems development and programming costs 486.1 4725 426.¢

Depreciation and amortization 208.¢ 160.¢ 150.€

Total cost of revenues 4,087.: 3,603." 3,165.:
Selling, general and administrative expenses 2,206.: 1,933.° 1,758.¢
Interest expense 94.¢ 72.€ 32.
Total expenses 6,388.¢ 5,610.: 4,956.:
Other income, net (211.9 (135.9) (62.7)

Earnings from continuing operations before incomes 1,623.F 1,361.: 1,237.¢



Provision for income taxes

Net earnings from continuing operatic

Earnings from discontinued operations, net of iovi for
income taxes of $110.6, $274.5 and $165.3 foridwalfyears
ended June 30, 2007, 2006 and 2005, respectively

Net earning:

Basic earnings per share from continuing operations
Basic earnings per share from discontinued opersitio
Basic earnings per share

Diluted earnings per share from continuing operegio
Diluted earnings per share from discontinued opmrat
Diluted earnings per share

Basic weighted average shares outstanding
Diluted weighted average shares outstanding

602. 519.2 457.:
1,021 841.¢ 780.¢
117.F 712.1 274.¢
$1,138. $1,554.( $1,055.
$ 18 $ 14€ $ 1.34
0.21 1.24 0.47
$ 207 $ 27 $ 1.81
$ 18 $ 145 $§ 132
0.21 1.22 0.47
$ 204 $ 266 $§ 1.7¢
549.7 574.¢ 583.
557.¢ 580.: 590.(

(A) Professional Employer Organization (“PEQ”) raues are net of direct pass-through costs, priyneoihsisting of payroll wages and

payroll taxes, of $9,082.5, $6,977.0 and $5,49@pectively.
See notes to consolidated financial statements.
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Consolidated Balance Sheets
(In millions, except per share amounts)

June 3(
Assets
Current assets:
Cash and cash equivalents
Short-term marketable securities
Accounts receivable, net
Other current assets
Assets of discontinued operations
Total current assets
Long-term marketable securities
Long-term receivables, net
Property, plant and equipment, net
Other assets
Goodwill
Intangible assets, net
Total assets before funds held for clients
Funds held for clients

Total assets

Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities

2007 2006
$ 1,746.0 $ 1,800.:
70.4 327.5
1,041.¢ 752.2
448.] 394.%
57.7 2,208.’
3,364.: 5,482.¢
68.1 333.%
226.5 215.
723.¢ 700.(
735.5 771.¢
2,353.¢ 1,976.:
688.( 526.2
8,159.’ 10,006.:
18,489.. 17,483.
$26,648.¢ $27,490.:
$ 125¢ $ 1257
703.¢ 662.¢



Dividends payable 122.( 102.¢

Income taxes payable 118.7 196.4

Total current liabilities 1,790.¢ 2,674.:

Other liabilities 390.t 360.¢

Long-term deferred revenues 475.% 481.¢

18,673. 17,787 .
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Preferred stock, $1.00 par value: Authorized, O&as; issued, none

Capital in excess of par value 351.¢ 157.¢

Treasury stock - at cost: 102.9 and 77.3 sharspentively (4,612.9 (3,194.9

Total stockholders’ equity 5,147 .¢ 6,011.¢

See notes to consolidated financial statements
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Statements of Consolidated Stockholders’ Equity
(In millions, except per share amounts)
Accumulated
Capital in Other
Comm on Stock  Excess of Deferred Retained Treasury Comprehensi@mprehensiv
Share Amount ParValue Compensatio Earnings Stock Income Income (Loss)

Net earning: - - - - 1,055.¢ - $1,055.¢

Unrealized net loss on securities, net of tax (16.¢) (16.¢)

Comprehensive income $1,089.(

Treasury stock acquired (14.1 shares) - - - - - (591.9

Debt conversion (0.1 shares) - - 2.1 - - 3.€




Net earning: - - - - 1,554.( - $1,554.( -

Unrealized net loss on securities, net of tax (221.0 (221.0

Comprehensive income $1,413.¢
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Stock plans and related tax benefits - - 55.4 - - 464.2 -

Adoption of Staff Accounting Bulletin No. 108, nafttax - - 3.2 - 44.C - -

Brokerage Services Group dividend - - - - 690.( - -

Dividends ($0.8750 per share) - - - - (480.7) - -

See notes to consolidated financial statements.
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Statements of Consolidated Cash Flows
(In millions)

Years ended June . 2007 2006 2005

Net earnings $1,138.7 $1,554.( $1,055.

Gain on sale of cost-based investment (38.6) -- --

Deferred income taxes 15.1 (5.0 10.2



Stock-based compensation expense
Pension expense
Net realized (gain) loss from the sales of marketabcurities
Amortization of premiums and discounts on availdblesale securities
Gain on sale of businesses, net of tax
Impairment of assets of discontinued operationgniesses
Other

Changes in operating assets and liabilities, neffetts from acquistions and
divestitures of businesses:
(Increase) decrease in accounts receivable
(Increase) decrease in other assets
(Decrease) increase in accounts payable, accryszhsas and other liabilities

Operating activities of discontinued operations

Net cash flows provided by operating activil

Cash Flows From Investing Activities

Purchases of marketable securities

Proceeds from the sales and maturities of marketsdturities

Net (purchases of) proceeds from client funds seesi

Net increase (decrease) in client funds obligat

Capital expenditures

Additions to intangibles

Acquisitions of businesses, net of cash acquired

Proceeds from the sale of investment

Dividend received from Broadridge Financial Solaspinc., net of $29.9 million
in cash retained by Broadridge Financial Solutidns,

Other

Proceeds from the sale of businesses includedsaoriinued operations,
net of cash divested

Investing activities of discontinued operations

Net cash flows provided by (used in) investing\atis

Cash Flows From Financing Activities

Proceeds from issuance of notes

Payments of debt

Repurchases of common stock

Proceeds from stock purchase plan and exercisgsak options

Excess tax benefit related to exercises of stotionp

Dividends paid

Financing activities of discontinued operations

Net cash flows used in financing activit

Effect of exchange rate changes on cash and casvatnts

Net change in cash and cash equival

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Less cash and cash equivalents of discontinuecitpes, end of year

Cash and cash equivalents of continuing operatems of year

See notes to consolidated financial statements.
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Notes to Consolidated Financial Statements
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(Tabular dollars in millions, except per share antsy
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Consolidation and Basis of PreparationThe consolidated financial statements include itential results of Automatic Data Process
Inc. and its majority-owned subsidiaries (the “Camy’ or “ADP”). Intercompany balances and trangattihave been eliminated in
consolidation.

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfiztttae amounts reported in the consolidatedniife statements and accompanying
notes. Actual results could differ from these eaties.

B. Description of BusinessThe Company is a provider of technology-based autsog solutions to employers, and vehicle retaibamnd
manufacturers. The Company classifies its operatioio the following reportable segments: Empldgervices, PEO Services, Dealer
Services and Other. “Other” consists primarily aéoellaneous processing services, and corporateadibns and expenses, including stock-
based compensation expense related to the Compauahgpdion of Statement of Financial Accounting 8tms (“SFAS”) No. 123R, “Share-
Based Payment” (“SFAS No. 123R"), effective July2Q05.

As further discussed in Note 5, on June 30, 208¥ Qompany entered into a definitive agreemenglidts Travel Clearing business for
approximately $116 million in cash. Additionallya darch 30, 2007 the Company completed the taxdpée-off of its former Brokerage
Services Group business, comprised of the formek@&@age Services and Securities Clearing and OndisguServices segments, into an
independent publicly traded company called Broagiiinancial Solutions, Inc. (“Broadridge”). Lastbn January 23, 2007, the Company
completed the sale of Sandy Corporation, a busiwéhi the Dealer Services segment, which spexalin sales and marketing training. -
Company has classified the results of operatiorikedfe businesses as discontinued operationd fogradds presented.

C. Revenue RecognitionA majority of the Company’s revenues are attribledb fees for providing service®(g., Employer Services’
payroll processing fees) as well as investmentrimeon payroll funds, payroll tax filing funds aniher client-related funds. The Company
typically enters into agreements for a fixed feetpgnsaction €.g., number of payees). Fees associated with serareeecognized in the
period services are rendered and earned undecsaningements with clients where service feefixae or determinable and collectibility
is reasonably assured.

Interest income on collected but not yet remitigaids held for clients is earned on funds that alleated from clients and invested until
remittance to the applicable tax agencies or diggmployees. The interest earned on these furidsligded in revenues because the
collection, holding and remittance of these fundsaitical components of providing these services.

The Company also recognizes revenues associatedheisale of software systems and associated a@fticenses. For a majority of the
Company’s software sales arrangements, which pedvaddware, software licenses, installation and-poistract customer support, revenues
are recognized ratably over the software licensae s vendor-specific objective evidence of thevalues of the individual elements in the
sales arrangement does not exist.
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Professional Employer Organization (“PEO”) revenaesreported in PEO revenues on the Statemef@sngolidated Earnings and are
reported net of direct pass-through costs, whiehcasts billed and incurred for PEO worksite emeésy primarily consisting of payroll
wages and payroll taxes. Benefits and workers’ camsption fees for PEO worksite employees are irclid PEO revenues and the
associated costs are included in operating expenses

D. Cash and Cash Equivalentsinvestment securities with a maturity of ninety slay less at the time of purchase are considergd ca
equivalents.

E. Corporate Investments and Funds Held for ClientsAll of the Company’s marketable securities are adgred to be “available-for-sale”
and, accordingly, are carried on the Consolidateldie Sheets at fair value. Unrealized gains @sgkk, net of the related tax effect, are
excluded from earnings and are reported as a segamponent of accumulated other comprehensiaieqloss), on the Consolidated
Balance Sheets, until realized. Realized gaind@ssks from the sale of available-for-sale se@gitire determined on a specifientification
basis and are included in other income, net.

If the market value of any available-for-sale séguteclines below cost and it is deemed to bersthan-temporary, an impairment charge is
recorded to earnings for the difference betweert#inig/ing amount of the respective security andlrevalue.

Premiums and discounts are amortized or accretedtbe life of the related available-for-sale séguas an adjustment to yield using the
effective-interest method. Dividend and interest income acegnized when earne



F. Long-term ReceivablesLong-term receivables relate to notes receivable froerstiie of computer systems, primarily to automotiezav
truck and powersports dealers. Unearned income firence receivables represents the excess of geoss/ables over the sales price of the
computer systems financed. Unearned income is @adrtising the effective-interest method to mamtatonstant rate of return on the net
investment over the term of each contract.

The allowance for doubtful accounts on long-tergereables is the Company’s best estimate of theuatnaf probable credit losses in the
Company’s existing note receivables.

G. Property, Plant and Equipment.Property, plant and equipment is stated at cosdapdeciated over the estimated useful lives of the
assets using the straight-line method. Leasehqgbdduwements are amortized over the shorter of ttme tf the lease or the estimated useful
lives of the improvements. The estimated usef@diof assets are primarily as follows:

Data processing equipme 2 to 5 year:
Buildings 20 to 40 year
Furniture and fixture 3 to 7years

H. Goodwill and Other Intangible Assets.The Company accounts for goodwill and other intalegassets in accordance with SFAS No.
“Goodwill and Other Intangible Assets,” which stathat goodwill and intangible assets with indeéiniseful lives should not be amortized,
but instead tested for impairment at least annwlthe reporting unit level. If an impairment égjsa write-down to fair value (normally
measured by discounting estimated future cash jlisugcorded. Intangible assets with finite liage amortized primarily on a straight-line
basis over their estimated useful lives and areevead for impairment in accordance with SFAS Not,2Accounting for the Impairment or
Disposal of Long-Lived Assets” (“SFAS No. 144").
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I. Impairment of Long-Lived Assets.In accordance with SFAS No. 144, long-lived asaetsreviewed for impairment whenever events or
changes in circumstances indicate that the carimgunt of an asset may not be recoverable. Realoligr of assets to be held and used is
measured by a comparison of the carrying amouahafsset to estimated undiscounted future casts fixpected to be generated by the
asset. If the carrying amount of an asset excée@siimated future cash flows, an impairment ehagecognized for the amount by which
the carrying amount of the asset exceeds the &htievof the asset.

J. Foreign Currency Translation. The net assets of the Company’s foreign subsidianie translated into U.S. dollars based on ex@hang
rates in effect at the end of each period, andmaee and expenses are translated at average erdataeg in the periods. Currency transac
gains or losses, which are included in the regiltgperations, are immaterial for all periods pr#ed. Gains or losses from balance sheet
translation are included in accumulated other cefm@nsive income (loss) on the Consolidated Bal&hests.

K. Derivative Financial Instruments. Derivative financial instruments are measured iatvi@ue and are recognized as assets or lialsildie
the Consolidated Balance Sheets with changes ifathealue of the derivatives recognized in eithet earnings from continuing operations
or accumulated other comprehensive income (logpeiading on the timing and designated purposeedfi¢hivative, in accordance with
SFAS No. 133, “Accounting for Derivative Instrumerind Hedging Activities” (“SFAS No. 133"), SFAS NIB8, “Accounting for Certain
Derivative Instruments and Certain Hedging Actesti and SFAS No. 149, “Amendment of Statement I8Berivative Instruments and
Hedging Activities.”

The Company did not enter into any derivative ficiahinstruments in fiscal 2007, nor were there dasivative financial instruments
outstanding at June 30, 2007.

L. Earnings per Share (“EPS"). The calculations of basic and diluted EPS are lms:

Effect of Effect of Effect of
Effect of Employee Employee Employee
Zero Coupo
Stock Stock Restricted
Subordinated Option Purchase Stock
Diluted
Years ended June 30, Basic Notes Shares Plan Shares Shares
2007
Net earnings from continuing operatic $1,021.. 1.1 g -- g -- g -- $1,022.:

Weighted average shares (in millions) 549.7 0.8 4.8 1.C 1.€ 557.¢



EPS from continuing operations $ 1.8¢ $ 1.8:

2006

Net earnings from continuing operatic $ 841.¢ $1.C $ - $ -- $ - $ 842.¢
Weighted average shares (in millions) 574.¢ 1.1 3.€ 0.€ 0.2 580.3
EPS from continuing operations $ 1.4¢ $ 1.4F
2005

Net earnings from continuing operatic $ 780.¢ $1.C $ -- $ - $ -- $ 781.¢
Weighted average shares (in millions) 583.2 1.2 4.2 14 - 590.(
EPS from continuing operations $ 1.3¢ $ 132

Options to purchase 16.9 million, 26.6 million, &8#6 million shares of common stock for fiscal 20006 and 2005, respectively, were
excluded from the calculation of diluted earnings ghare because their exercise prices exceedes¢nage market price of outstanding
common shares for the respective fiscal year.
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M. Stock-Based CompensationAs further discussed in Note 14, the Company adbBteAS No. 123R, effective July 1, 2005, using the
modified prospective method. Accordingly, prioripdramounts have not been restated. The adoptithiso§tandard requires the
measurement of stock-based compensation expense baghe fair value of the award on the date ahgrPrior to July 1, 2005, the
Company followed Accounting Principles Board Opmib, “Accounting for Stock Issued to Employees2PB No. 25”), and related
interpretations. Under APB No. 25, no stock-basmtdmensation expense was recognized related todhgpény’s stock option program and
employee stock purchase plan, as all options gilameer the stock option program had an exercise paqual to the market value of the
underlying common stock on the date of grant anth mspect to the employee stock purchase plandigtount did not exceed fifteen
percent.

N. Internal Use Software.Expenditures for major software purchases and soéwleveloped or obtained for internal use areaig®sd and
amortized over a three- to five-year period ornraight-line basis. For software developed or oledifor internal use, the Company
capitalizes costs in accordance with the provismfrStatement of Position No. 98-1, “Accounting foe Costs of Computer Software
Developed or Obtained for Internal Use.” The Conyfgpolicy provides for the capitalization of extet direct costs of materials and
services associated with developing or obtainingrital use computer software. In addition, the Camypalso capitalizes certain payroll and
payroll-related costs for employees who are diyea$isociated with internal use computer softwaggepts. The amount of capitalizable
payroll costs with respect to these employeesrigdd to the time directly spent on such proje€issts associated with preliminary project
stage activities, training, maintenance and akkogost-implementation stage activities are expgasancurred. The Company also expenses
internal costs related to minor upgrades and erdmaants, as it is impractical to separate these ¢ash normal maintenance activities.

O. Computer Software to be Sold, Leased or OtherwesMarketed. The Company capitalizes certain costs of compuftware to be sold,
leased or otherwise marketed in accordance witlptbeisions of SFAS No. 86, “Accounting for the @ef Computer Software to be Sold,
Leased or Otherwise Marketed.” The Company’s pglicyvides for the capitalization of all softwareg@uction costs upon reaching
technological feasibility for a specific producedhnological feasibility is attained when softwpreducts have a completed working model
whose consistency with the overall product desigm lieen confirmed by testing. Costs incurred poidhe establishment of technological
feasibility are expensed as incurred. The estahlkstt of technological feasibility requires judgmbgitmanagement and in many instances is
only attained a short time prior to the generadask of the software. Upon the general releadeedcfdftware product to customers,
capitalization ceases and such costs are amouizeda three-year period on a straight-line bad&ntenance-related costs are expensed as
incurred.

P. Income TaxesThe provisions for income taxes, income taxes playahd deferred income taxes are determined ubmgability method.
Deferred tax assets and liabilities are determbeeskd on differences between the financial reppeimd tax basis of assets and liabilities and
are measured by applying enacted tax rates andttatagable years in which such differences aresetqul to reverse. A valuation allowance
is provided when the Company determines thatritase likely than not that a portion of the defertax asset balance will not be realized.

Q. Recently Issued Accounting Pronouncementin March 2007, the Financial Accounting Standardsi (“FASB”) ratified EITF Issue
No. 0€-11, “Accounting for Income Tax Benefits of Dividésmon Share-Based Payment Awards.” EITF 06-11 reg@iompanies to
recognize the income tax benefit realized fromakwids or dividend equivalents that are chargedttirred earnings and paid to employees
for non-vested equity-classified employee sharetgmyment awards as an increase to
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additional paid-in capital. EITF 06-11 is effectifiger fiscal years beginning after September 15,720he Company does not expect EITF 06-
11 will have a material impact on its results oéagions or cash flows.

In February 2007, the FASB issued Statement ofrfgilah Accounting Standards No. 159, “The Fair Valyion for Financial Assets and
Financial Liabilities” (“SFAS No. 159”). SFAS No59 is effective for fiscal years beginning afterddmber 15, 2007. This statement
provides companies with an option to measure saldmancial assets and liabilities at fair vallibe Company is currently evaluating the
effect that the adoption of SFAS No. 159 will haf@ny, on our consolidated results of operatimash flows or financial condition.

In September 2006, the Staff of the SEC issued Btafounting Bulletin No. 108, “Considering the Efts of Prior Year Misstatements when
Quantifying Misstatements in Current Year Finan&tdtements” (“SAB 108”). SAB 108 requires regintsato use a combination of two
approaches to evaluate the materiality of idertifieadjusted errors: the “rollovespproach, which quantifies an error based on theuato!
the error originating in the current year incomegement, and the “iron curtain” approach, whichrgifi@s an error based on the effects of
correcting the misstatement existing in the balafeet at the end of the current year. SAB 108 pecompanies to adjust for the cumula
effect of immaterial errors relating to prior yearghe carrying amount of assets and liabilitis®ofthe beginning of the current fiscal year,
with an offsetting adjustment to the opening bataotretained earnings in the year of adoption. Chepany adopted SAB 108 in fiscal
2007. The adoption of SAB 108 resulted in an inseg® opening retained earnings as of July 1, 20@@proximately $44.3 million, net of
tax (see Note 18).

In September 2006, the FASB issued SFAS No. 158\plByers’ Accounting for Defined Benefit Pensiordddther Postretirement Plans —
an amendment of FASB Statements No. 87, 88, 108 a(R)” (“SFAS No. 158"). This statement would u@g a company to (a) recognize
in its statement of financial position an asseta@lan’s overfunded status or a liability for angk underfunded status, (b) measure a plan’s
assets and its obligations that determine its fdradatus as of the end of the employer’s fiscat,yaad (c) recognize changes in the funded
status of a defined benefit plan in the year inchithe changes occur (reported in comprehensiriey. The requirement to recognize the
funded status of a benefit plan and the relatedalsre requirements were effective for the Compsgf the end of fiscal 2007 and the
Company adopted the statement at that time (see NOt

In September 2006, the FASB issued SFAS No. 154if Value Measurements” (“SFAS No. 157”). This staént clarifies the definition of
fair value, establishes a framework for measuraigvalue, and expands the disclosures on fairevaieasurements. SFAS No. 157 is
effective for fiscal years beginning after Novemi&y 2007. The Company believes that the adopti®FéS No. 157 will not have a
material effect on our consolidated results of afiens, cash flows or financial condition.

In July 2006, the FASB issued FASB Interpretatiam K8, “Accounting for Uncertainty in Income TaxdsFIN 48”). FIN 48 applies to all

tax positions accounted for under SFAS No. 109 ,ctAmting for Income Taxes” and defines the confidelevel that a tax position must
meet in order to be recognized in the financiakstents. The interpretation requires that the fiects of a position be recognized only if it
“more-likely-than-not” to be sustained by the taxisuthority as of the reporting date. If a tax gosiis not considered “more-likely-than-not”
to be sustained then no benefits of the positiert@be recognized. FIN 48 requires additional ahdisclosures and is effective as of the
beginning of the first fiscal year beginning affll@cember 15, 2006. FIN 48 is effective for the Campas of the beginning of fiscal 2008
(i.e., as of July 1, 2007). While the Company continees
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analyze the effect of adopting the provisions &l BB, it is currently expected that a cumulativieef adjustment in the range of $15 million
to $30 million will be charged to retained earnimgshe first quarter of fiscal 2008 to increaseriéserve for uncertain tax positions. This
estimate is subject to change as the Company ctesgts analysis.

NOTE 2. OTHER INCOME, NET

Other income, net consists of the following:

Years ended June « 2007 2006 2005
Interest income on corporate funds $(165.0 $(140.9) $(91.2
Gain on sale of investment (38.6) -- --
Realized gains on available-for-sale securities (20.9) (23.9) (10.7)
Realized losses on available-for-sale securities 12.t 17.¢ 39.2
Other income, net $(211.9 $(135.9 $(62.9)

In fiscal 2007, the Company sold a minority investinthat was previously accounted for using thé lsasis and had a net book value of $0.
The Company’s sale of this investment resultedgaia of $38.6 million.

NOTE 3. COST OF REVENUES



The Company has revised the format of the Statesre#ri€onsolidated Earnings to include a separageitem for cost of revenues. The
Company'’s costs and expenses applicable to revetuest of revenues”) represent the total of ofatagxpenses and systems development
and programming costs as previously presentedeBtiitements of Consolidated Earnings, as welepdrtion of depreciation and
amortization that relates to our services and prtsdu

The Company previously reported that depreciatimhamortization from continuing operations tota#@d6.0 million and $225.6 million for
fiscal 2006 and 2005, respectively. The portiodepreciation and amortization that relates to ewvises and products was $160.9 million
and $150.6 million for fiscal 2006 and 2005, respety, and is included in cost of revenues. Thetipa of depreciation and amortization t
does not relate to our services and products ofid@ilion and $75.0 million for fiscal 2006 and@) respectively, was reclassified to
selling, general and administrative expenses oistatements of Consolidated Earnings.

NOTE 4. ACQUISITIONS

Assets acquired and liabilities assumed in businesthinations were recorded on the Company’s Cateteld Balance Sheets as of the
respective acquisition dates based upon their asgifair values at such dates. The results ofabipeis of businesses acquired by the
Company have been included in the Statements o$didiated Earnings since their respective datesglisition. The excess of the purch
price over the estimated fair values of the undeglyssets acquired and liabilities assumed wasatkd to goodwill. In certain
circumstances, the allocations of the excess paecpace are based upon preliminary estimates sswhgptions. Accordingly, the allocations
are subject to revision when the Company receivies ihformation, including appraisals and othealgses.
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The Company acquired eleven businesses in fis€ &8 approximately $434.4 million, net of caslgyaiced. These acquisitions resulted in
approximately $327.2 million of goodwill. Intangéhssets acquired, which totaled approximately $1&ifllion, consist primarily of
software, and customer contracts and lists thabeirgg amortized over a weighted average life pé&rs. In addition, the Company made
$12.5 million of contingent payments relating teyiously consummated acquisitions. As of June 8072the Company had contingent
consideration remaining for all transactions ofragpnately $106.6 million, of which approximatel¢$%7 million was recorded as a liability
at June 30, 2007. The liability was recorded begdtus reasonably probable that the contingency evxaected to be achieved. The contin
consideration is payable over the next four yeatsig subject to the acquired entity’s achievenoéispecified revenue, earnings and/or
development targets.

The Company acquired five businesses in fiscal 260&pproximately $353.8 million, net of cash aicgd. These acquisitions resulted in
approximately $362.5 million of goodwill. Intangébhssets acquired, which totaled approximatelyZmllion, consist primarily of softwar
and customer contracts and lists that are beingtaad over a weighted average life of 10 yearsaddition, the Company made $0.7 million
of contingent payments relating to previously cansated acquisitions.

The Company acquired five businesses in fiscal Z60&pproximately $422.6 million, net of cash aicgd. These acquisitions resulted in
approximately $162.1 million of goodwill. Intangébhssets acquired, which totaled approximately@80llion, consist primarily of softwar
and customer contracts and lists that are beingtaad over a weighted average life of 8 yearsaaddition, the Company made $12.3 million
of contingent payments (including $0.5 million ionemon stock) relating to previously consummatediesitpns.

The acquisitions discussed above for fiscal 200062nd 2005 were not material, either individuallyn the aggregate, to the Company’s
operations, financial position or cash flows.

NOTE 5. DIVESTITURES

On June 30, 2007, the Company entered into a tigéragreement to sell its Travel Clearing busirfesapproximately $116 million in cash.
The Company completed the sale of its Travel Ofggbusiness on July 6, 2007. The Travel Clearirginass was previously reported in the
“Other” segment. In connection with the disposathi$ business, the Company has classified thdtsesfuoperations of this business as
discontinued operations as of June 30, 2007.

On March 30, 2007, the Company completed the & $pin-off of its former Brokerage Services Grbupiness, comprised of the former
Brokerage Services and Securities Clearing anddDrtg Services segments, into an independentgiyiaded company called
Broadridge Financial Solutions, Inc. (“BroadridgeAs a result of the spin-off, ADP stockholderg@ford on March 23, 2007 (the “record
date”) received one share of Broadridge commorkstoc every four shares of ADP common stock heldiem on the record date and cash
for any fractional shares of Broadridge commonlsté®P distributed approximately 138.8 million sbarwf Broadridge common stock in
distribution. The spin-off was made without the #nt of any consideration or the exchange of aayeshby ADP stockholders. The
Company has classified the results of operatiorikeEpun-off business as discontinued operationalf periods presented. Additionally, the
Company recorded a decrease to retained earnirigfis i25.2 million for the nowash reduction in net assets of the Brokerage Gs\Grouj
business related to the spin-off, offset by angaske to retained earnings of $690.0 million relé&tettie cash dividend received from
Broadridge as part of the spin-off. The spin-offidine transitional and on-going relationships betwADP and Broadridge are governed by a
Separation and Distribution Agreement entered lirtioveen ADP and Broadridge, and other ancillargagrents
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The Company’s ongoing relationship with Broadridgeludes providing data center services pursuaahtoutsourcing agreement signed at
the time of the spin-off. The agreement statesttr@mCompany will continue to provide data centgsourcing services, principally
information technology services and service dejivestwork services, to Broadridge in the same dippost-spin as it had been pre-spin.
The outsourcing agreement went into effect uporseommation of the spioff on March 30, 2007 and expires on June 30, 28%2 result o
the outsourcing agreement, the Company recognimairie of $27.5 million in fiscal 2007, which is gt by expenses associated with
providing such services of $27.5 million. The fémisture in the agreement provides for revenuexteed the Company’s expenses for the
remainder of the term. The income and expensesiassd with the outsourcing agreement are repantether income, net in the Statements
of Consolidated Earnings. The related receivablbénConsolidated Balance Sheet from Broadridgéhiiservices under this agreement was
$9.6 million on June 30, 2007.

Incremental costs associated with the spin-offsoal 2007 of $37.8 million are included in earrdrigpm discontinued operations on the
Statements of Consolidated Earnings and are pafigipelated to professional services.

On January 23, 2007, the Company completed theo§&andy Corporation, a business within the De@fgwvices segment, which specializes
in sales and marketing training, for approximatdyO million in cash and the assumption of certiaipilities by the buyer, plus an additional
earn-out payment if certain revenue targets areeaetl. The Company reported a gain of $11.2 mijlmr$6.9 million after tax within
earnings from discontinued operations on the Statésnof Consolidated Earnings. The Company hasifid the results of operations of t
business as discontinued operations for all peqwdsented.

On April 13, 2006, the Company completed the shiescClaims Services business to Solera, Inc$®#5.0 million in cash and reported a
gain of $560.9 million, or $452.8 million after tak fiscal 2006. In fiscal 2007, the Company rgedian additional payment of $13.2 milli

or $12.6 million after tax, from Solera, Inc., whitepresented the final purchase price adjustnuerihé sale of the Claims Services business.
The Company reported the gain and the final pueelpsise adjustment within earnings from discontthoperations on the Statements of
Consolidated Earnings. The Claims Services busiwassa separate operating segment of the Compahwas reported in the “Other”
segment. In connection with the disposal of thisitess, the Company has classified the resultp@fations of this business as discontinued
operations for all periods presented.

On January 20, 2006, the Company completed theo$éte Brokerage Services’ financial print busieésr $7.5 million in cash. The
Company classified the results of operations &f thisiness as discontinued operations in fiscah 2@0connection with the plan to dispost
the financial print business, the Company recoae@npairment charge of $18.6 million in order éflect the assets of this business at fair
value in fiscal 2006 in accordance with SFAS Not.Iphis impairment charge is included in the eagaifrom discontinued operations on the
Statements of Consolidated Earnings.
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Operating results for all discontinued operatiorsenas follows:
Years ended June . 2007 2006 2005
Revenues $1,518." $2,427.¢ $2,367.¢
Earnings from discontinued operations before inctemes 201.¢ 425.7 440.]
Provision for income taxes 104.¢ 166.4 165.2
Net earnings from discontinued operations before ga disposal o

discontinued operations 96.¢€ 259.: 274.¢

Gain on disposal of discontinued operations, ngiro¥ision for

income taxes of $5.8, $108.1 and $0 for fiscal 2@0D6 and

2005, respectively 20.¢ 452.¢ --
Net earnings from discontinued operati $ 1178 $ 7121 $ 274.k

The following are the major classes of assets iafiities related to the discontinued operatioe®BJune 30, 2007 and 2006:

June 3( 2007 2006
Assets:
Cash $14.7 $ 100.€
Short-term marketable securities -- 40.3

Accounts receivable, net 12.7 450.2



Securities clearing receivables
Property, plant and equipment, net

Goodwill
Intangible assets, net
Other assets

Total

Liabilities:
Accounts payable
Accrued expenses
Securities clearing payables
Income taxes payable
Deferred revenue
Other liabilities

Total

= 836.¢

2 82.F
10.1 490.(
9.6 91.£
5.2 116.F
$57.7 $2,208.
$- $ 821
15.¢ 227.¢
- 613.€

1.4 23.¢

- 45 €

1.6 3.4
$19.1 $ 996.

In addition to the above discontinued operatioms,Gompany divested two additional businesses@alfi2005 for $17.2 million. The
divestitures of these businesses were not mateiihér individually or in the aggregate, to then@p@ny’s operations, financial position or

cash flows in fiscal 2005.

NOTE 6. CORPORATE INVESTMENTS AND FUNDS HELD FOR CL IENTS

Corporate investments and funds held for clientkiae 30, 2007 and 2006 are as follows:

Type of issue:

Money market securities and other cash equivalents

Available-for-sale securities:

U.S. Treasury and direct obligations of U.S. gowaent

agencies
Corporate bonds
Asset-backed securities

Canadian government obligations and Canadian govemnh

agency obligations
Other debt securities
Total available-for-sale securities

Total corporate investments and funds held fontdie

Type of issue:

Money market securities and other cash equivalents

Available-for-sale securities:

U.S. Treasury and direct obligations of U.S. gowaznt

agencies
Corporate bonds

June 30, 2007

Gross Gross
Amortized Unrealized Unrealize(
Cost Gains Losses Fair Value
$ 7,004 . g -- $ -- $ 7,004.
6,010.¢ 1.7 (90.0) 5,922.¢
3,388.¢ 2.C (38.2) 3,352.¢
1,906.¢ 0.6 (21.7) 1,886.(
1,042 0.2 (22.9) 1,020.¢
1,205.¢ 0.7 (18.5) 1,188.(
13,554.: 5.2 (190.J) 13,369.:
$20,558." $5.2 $(190.0) $ 20,373.i
June 30, 2006
Gross Gross
Amortized Unrealized Unrealize(
Cost Gains Losses Fair Value
$ 6,332.¢ $ -- $ -- $ 6,332.
6,441. 0.1 (165.0 6,276.¢
3,564." 0.2 (75.9 3,489.(



Asset-backed securities 2,214.. 0.3 (40.8) 2,173.¢
Canadian government obligations and Canadian govemnh

agency obligations 838.1 0.1 (11.5) 826.7

Other debt securities 867.: 0.1 (20.5) 846.¢

Total available-for-sale securities 13,925 0.8 (313.%) 13,612.¢

Total corporate investments and funds held fontdie $20,258.. $0.8 $(313.7) $19,945..
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Classification of investments on the ConsolidatethBce Sheets is as follows:

June 3( 2007 2006
Corporate investment
Cash and cash equivalents $ 1,746.. $ 1,800.:
Short-term marketable securities 70.4 327.5
Long-term marketable securities 68.1 333.7
Total corporate investmer 1,884.¢ 2,461.:
Funds held for client 18,489.. 17,483.¢
Total corporate investments and funds held fontd $20,373.¢( $19,945.

At June 30, 2007, approximately 95% of our avaddblr-sale securities held a AAA or AA rating, ased by Moody'’s, Standard & Poor’s
and, for Canadian securities, Dominion Bond RaSegvice.

Available-for-sale securities that have been iuarealized loss position for a period of less thad greater than 12 months as of June 30,
2007 are as follows:

Unrealized Unrealizec
losses Fair marke! losses Fair market Total gross  Total fair
less thar value less tha  greater thai value greate unrealizec market
12 months 12 months 12months  than 12 month losses value
U.S. Treasury and direct obligations
U.S. government agencies $(20.5) 91,332.: $ (69.9 94,258t $ (90.0) $ 5,590.¢
Asset backed securitis (6.€) 698.: (14.¢ 890.1 (21.7) 1,588..
Corporate bond (13.¢) 1,382t (24.9 1,492t (38.2) 2,875.(
Canadian government obligations ¢
Canadian government agency
obligations (22.9) 961.4 - - (22.9) 961.4
Other debt securitie (11.0 725.7 (7.5) 274.¢ (18.5) 1,000.t
$(74.2) $5,100.: $(115.9) $6,915.¢ $(190.J) $12,016.:

The Company believes its available-for-sale seiesrihat have fair values below cost are not othen-temporarily impaired since it is
probable that the principal and interest would dléected in accordance with contractual terms, thatlthe decline in the market value was
primarily due to changes in interest rates andchanges to credit risk. The Company currently bebethat it has the ability and intent to r
these investments until the earlier of market prezvery and/or maturity. The Company’s assessthah&n investment is not other-than-
temporarily impaired could change in the future ttueew developments or changes in the Comsasiyategies or assumptions related tc
particular investment.
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Expected maturities of available-for-sale secwitieJune 30, 2007 are as follows:

Maturity Dates:
Due in one year or less $ 2,474
Due after one year up to two years 2,613.1



Due after two years up to three years 2,643.(

Due after three years up to four years 2,541.(
Due after four years up to ten years 3,097.¢
Total available-for-sale securities $13,369.

NOTE 7. RECEIVABLES
Accounts receivable is net of an allowance for dfullaccounts of $30.8 million and $39.2 millionJtne 30, 2007 and 2006, respectively.

The Companys receivables include notes receivable for thenfiirey of the sale of computer systems, most of whie due from automotiv
heavy truck and powersports dealers. These nates/eble are reflected on the Consolidated Bal&tw®ets as follows:

June 3( 2007 2006
Current Long+erm Current Longterm
Receivables $ 173.€ $249.7 $172.1 $239.¢
Less:
Allowance for doubtful accounts (4.9 (8.9 (4.9 (7.7
Unearned income (16.9 (14.9) (18.2) (16.5)
$ 151.¢ $226.5 $ 149.1 $215.4

Long-term receivables at June 30, 2007 mature|s\ve

2009 $129.€
2010 73.2
2011 35.7
2012 10.7
2013 0.5
$249.7
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NOTE 8. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment at cost and accusulild¢preciation at June 30, 2007 and 2006 ardlaw$o

June 3( 2007 2006
Property, plant and equipment:
Land and buildings $ 684F $ 640.¢
Data processing equipment 684.( 642.1
Furniture, leaseholds and other 375.¢ 351.€
1,744.; 1,634.¢
Less: accumulated depreciation (1,020.9 (934.6)
Property, plant and equipment, net $ 723¢ $ 700.C

NOTE 9. GOODWILL AND INTANGIBLE ASSETS, NET

Changes in goodwill for the fiscal year ended J8®e2007 and 2006 are as follows:

Employer PEO Dealer

Services Services Services Total
Balance as of June 30, 2005 $ 1,319.¢ $ 4.8 $ 354.¢ $1,679.:
Additions 2.C -- 360.¢ 362.¢

Adjustments to previously recognized



purchase price (93.9 - (5.9 (99.7)

Currency translation adjustments 13.c - 20.1 33.4
Balance as of June 30, 2006 $ 1,241.. $ 4.8 $ 730.C $1,976.:
Additions and other adjustments, net 313.( -- 217 334.%
Currency translation adjustments 22.2 == 20.5 42.1
Balance as of June 30, 2007 $ 1,576.¢ $ 4.8 $ 772 $2,353.¢

In fiscal 2006, the Company completed a reviewnobime tax amounts, which were recorded as pasrtdia international acquisitions
completed in prior years. As a result of this reyithe Company recorded an adjustment to reducgqusy recognized goodwill of $99.1
million and previously recognized income tax amesuwftthe same amount, which were recorded withinrime taxes payable and deferred
liabilities on the Consolidated Balance Sheets. dffect of these adjustments corrects the goodwill related income taxes payable and
deferred income tax liability balances as theyteetla these respective acquisitions. The Compasynbarestated the prior period financial
statements since the amounts are not materiaétettttements of financial position and this adjestnihad no impact to the results of
operations or cash flows in any prior year period.

In fiscal 2007, 2006 and 2005, the Company perfdrthe required impairment tests of goodwill anced@ined that there was no
impairment.
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Components of intangible assets are as follows:
June 3( 2007 2006
Intangibles:
Software and software licenses $  947.( $ T775.¢
Customer contracts and lists 712.( 560.(
Other intangibles 245.¢ 243.2
1,904.¢ 1,578.¢
Less accumulated amortization:
Software and software licenses (694.5) (586.¢)
Customer contracts and lists (349.6) (301.9)
Other intangibles (172.5) (164.2)
(1,216.9) (1,052.9)
Intangible assets, net $ 688.( $ 526.

Other intangibles consist primarily of purchaseghts, covenants, patents and trademarks (acquirectlg or through acquisitions). All of tl
intangible assets have finite lives and, as sueghsabject to amortization. The weighted averageaiging useful life of the intangible assets
is 8 years (3 years for software and software §eenll years for customer contracts and lists1angkars for other intangibles).
Amortization of intangible assets totaled $145.8iom, $116.4 million and $110.1 million for fiscaD07, 2006 and 2005, respectively.
Estimated amortization expenses of the Company&ieg intangible assets for the next five fiscehys are as follows:

2008 $149.€
2009 $125.¢
2010 $ 94.2
2011 $ 69.2
2012 $ 64.2

NOTE 10. SHORT-TERM FINANCING

In June 2007, the Company entered into a $1.7MjlB64-day credit agreement with a group of lead€he 364-day facility replaced the
Company’s prior $1.75 billion 364-day facility. Ti@®mpany also has a $1.5 billion credit facilityfdan$2.25 billion credit facility that

mature in June 2010 and June 2011, respectively/ fivl-year facilities contain accordion featuresler which the aggregate commitments
can each be increased by $500.0 million, subjettteé@vailability of additional commitments. Theerest rate applicable to the borrowings is
tied to LIBOR or prime rate depending on the notifion provided by the Company to the syndicatedrftcial institutions prior to borrowing.
The Company is also required to pay facility feeshe credit agreements. The primary uses of thditcfacilities are to provide liquidity 1



the commercial paper program and to provide funflanggeneral corporate purposes, if necessary Gdrapany had no borrowings through
June 30, 2007 under the credit agreements.

The Company maintains a U.S. short-term commepaiper program providing for the issuance of upa® dillion in aggregate maturity
value of commercial paper at the Company’s disenefTrhe Company’s commercial paper program is rAtdd by Standard and Poor’s and
Prime-1 by Moody'’s.
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These ratings denote the highest quality commepeaipér securities. Maturities of commercial paar ange from overnight to up to 364
days. At June 30, 2007 and 2006, there was no coomthpaper outstanding. In fiscal 2007 and 2086,Eompany’s average borrowings
were $1.5 billion and $1.4 billion, respectively aaweighted average interest rate of 5.3% and 4ré8pectively. The weighted average
maturity of the Company’s commercial paper in fi2207 and 2006 was less than two days for botafigears.

The Company’s U.S. and Canadian short-term funckggirements related to client funds obligatioresssometimes obtained on a secured
basis through the use of repurchase agreementsh\ate collateralized principally by government godernment agency securities. These
agreements generally have terms ranging from ogktnd up to five business days. At June 30, 20@2006, there were no outstanding
obligations under repurchase agreements. In f&@@F and 2006, the Company had average outstabdiagces under repurchase
agreements of $141.6 million and $165.7 milliorspectively, at a weighted average interest rate4%o and 3.5%, respectively.

NOTE 11. DEBT

Components of long-term debt are as follows:

June 3( 2007 2006
Zero coupon convertible subordinated notes (5.2E%)y $ - $30.5
Industrial revenue bonds (with variable interegtgdrom
3.75% to 4.24%) 36.€ 36.€
Other 7.1 7.4
43.7 74.5
Less: current portion (0.2 (0.2)

$43.5 $74.:

In fiscal 2007, the Company notified holders ofzéso coupon convertible subordinated notes tlCiimpany would redeem all the notes
that were outstanding as of the end of the busidag®n March 19, 2007 (the “redemption date”)oPrd the redemption date, notes with a
face value of approximately $39 million were corgdrinto approximately one million shares of therfpany’s common stock. The
Company subsequently redeemed the remaining 3%2 wotstanding as of the redemption date at a netitemprice of $775 for each note,
representing the accrued value of each note aintteeof the redemption.

The fair value of the industrial revenue bonds atiéer debt, included above, approximates carryaige:

Long-term debt repayments at June 30, 2007 arasiflows:

2009 $16.5
2010 -
2011 -
2012 -
2013 23.1
Thereafter 3.9

$43.5

58

Cash payments relating to interest on long-ternt debl the shorterm financing arrangements described in Note 1@wapproximately $93
million, $67.4 million, and $25.7 million in fisc&007, 2006 and 2005, respective



NOTE 12. FOREIGN CURRENCY RISK MANAGEMENT PROGRAMS

In fiscal 2006, the Company had an outstandingdorexchange forward contract to hedge againstgnrexchange fluctuations on a
Canadian dollar-denominated short-term intercompaan. This forward contract did not qualify foréign currency fair value hedge
accounting treatment in accordance with SFAS N8.dr#l, therefore, was recorded at fair value with gains or losses recognized in cur
period earnings. In fiscal 2006, the Company reedifdreign exchange net losses of $4.0 millionhenre-measurement of this foreign
exchange forward contract, which offset the foresgnhange net gains of $4.4 million recorded orr¢hmeasurement of the Company’s
Canadian dollar-denominated short-term intercompaay. Both the Company’s foreign exchange forwandtract and Canadian dollar-
denominated short-term intercompany loan maturekpirl 2006. The cash flows from the Company’s dative contract are reflected as
operating activities in the Consolidated StatemehtSash Flows. The Company does not hold any dtvi instruments for trading purpos

The Company did not enter into any derivative fitiahinstruments in fiscal 2007, nor were there dasivative financial instruments
outstanding at June 30, 2007.

NOTE 13. FUNDS HELD FOR CLIENTS AND CLIENT FUNDS OB LIGATIONS

As part of its integrated payroll and payroll téling services, the Company impounds funds for fatlestate and local employment taxes
from approximately 434,000 clients; handles reguiapayroll tax filings, correspondence, amendmeantsl penalty and interest disputes;
remits the funds to the appropriate tax agencies;h@ndles other employer-related services. Intaddio fees paid by clients for these
services, the Company receives interest in theviatdetween the receipt and disbursement of thes#s by investing the funds primarily in
fixed-income instruments. The amount of collectatiiot yet remitted funds for the Company’s payaoitl payroll tax filing and other
services varies significantly in the fiscal yeardaveraged approximately $14,682.9 million, $18,86nillion and $12,263.9 million in fisc
2007, 2006 and 2005, respectively.

NOTE 14. EMPLOYEE BENEFIT PLANS

A. Stock Plans.Effective July 1, 2005, the Company accounts foclsthased compensation in accordance with SFASLRBR, “Share-
Based Payment” (“SFAS No. 123R”), which requirexktbased compensation expense to be recognizest garnings, based on the fair
value of the award on the date of grant. Stock-dasenpensation consists of the following:

e Stock Options.Stock options are granted to employees at exepeises equal to the fair market value of the Conyfsaoommon
stock on the dates of grant. Stock options areetssunder a grade vesting schedule, generally ae#ily over five years and have a
term of 10 years. Compensation expense for stotikrapis recognized over the requisite servicequefor each separately vesting
portion of the stock option award. In fiscal 206 Company reduced the number of stock optionedto employees and replaced
these awards with the issuance of performance-bastritted stock.
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¢ Employee Stock Purchase PlarPrior to November 2005, the Company offeaedemployee stock purchase plan that allowed &
employees to purchase shares of common stock ab8H3é lower of market value as of the date thelpase price for an offering
was determined or as of the end of such offeringhdvember 2005, the Company revised the emplayek purchase plan offering
beginning on January 1, 2006, whereby eligible eyg#s can purchase shares of common sto@&%tof the market value at the d
the purchase price for the offering is determir@oimpensation expense for the employee stock pugghlas is recognized over the
vesting period of 24 months on a straight-line $asi

e Restricted Stock.

o Time-Based Restricted StockThe Company has a restricted stock program undatveihares of common stock have been
issued to certain key employees. These sharesstrected as to transfer and in certain circumstamsust be returned to the
Company at the original purchase price. The Compeaogrds stock compensation expense relating tssuance of restricted
stock over the period in which the transfer restits exist, which is up to five years from theadaf grant. The value of the
Company'’s restricted stock, based on market prisegcognized as compensation expense over thieties period on a
straight-line basis.

o Performance-Based Restricted Stockn fiscal 2007, the Company restructured its stbaked compensation programs for
non-executives on a prospective basis, and begardawg two-year performance-based restricted stopkace of stock
options at a ratio of approximately one share ofgpmance-based restricted stock for every fouckstptions. In addition, in
fiscal 2007, the existing time-based restrictedlsfmogram for key employees referred to above laagly eliminated and
replaced by two-year performance-based restridtark ©n a prospective basis. The performance-bestdcted stock
program contains a two-year performance periodeasubsequent six-month service period. Under tligram, the
Company communicates “target awards” to employe#seabeginning of a performance period and, ab,sligidends are not
paid in respect of the “target awards” during teef@rmance period. After the two-year performanegaqa, if the performance
targets are achieved, associates are eligiblectve dividends on any shares awarded under tigggro The performanc



target is based on EPS growth over the performpaded with possible payouts ranging from 0% to %25 the “target
award.” SFAS No. 123R requires the measuremertboksased compensation expense based upon thafad of the award
on the grant date. Compensation expense is recajoiz a straighline basis over the vesting term of approximatéhyn®nth:

based upon the probable performance target thbbavinet.
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The Company currently utilizes treasury stock tisgastock option exercises, issuances undemigleyee stock purchase plan and restri
stock awards. Stock-based compensation expensk36f&million, $142.7 million and $11.8 million wescognized in earnings from
continuing operations in fiscal 2007, 2006 and 2065pectively, as well as tax benefits on sucbkst@mpensation expense of $38.9 milli

$41.7 million and $4.6 million, respectively.

Years ended June .

Operating expenses

Selling, general and administrative expenses

System development and programming costs

Total pretax stock-based compensation expensedediu
in continuing operations

Total pretax stock-based compensation expensedediu
in discontinued operations

Total pretax stock-based compensation expense

2007 200¢€ 200%
$23: $237 $ -
84.7 95.7 11.€
225 23.5 =]

$130.8  $1427 $11¢

18.2 32.2 2.8
$148.7 $174¢ $ 14.¢

The total stock-based compensation expense inclindearnings from continuing operations before inedaxes includes expenses related to
restricted stock awards of $41.0 million, $17.3liwil, and $11.8 million in fiscal 2007, 2006 and80respectively. As of June 30, 2007, the
total remaining unrecognized compensation cost ftontinuing operations related to non-vested sttions, the employee stock purchase
plan and restricted stock awards amounted to $ili®n, $19.9 million and $64.6 million, respeatly, which will be amortized over the
weighted average periods of 1.2 years, 0.8 yeatd dnyears, respectively.

As a result of the spin#f of Broadridge, the number of vested and unwest®P stock options, as well as the strike pricdhmse options, al
the number of shares elected under the outstamaimmoyee stock purchase plan, as well as the pseghiace for these offerings, was
adjusted to preserve the intrinsic value of therd&zammediately prior to the spin-off using an adjoent ratio based on the ADP closing
market stock price prior to the spin-off and thePABpening market stock price subsequent to theafpidditionally, the “target awards”
outstanding under the two-year performance-basgdated stock program were adjusted using the sadjustment ratio. As the adjustments
were considered modifications of awards in accordamith SFAS No. 123R, the Company compared thesédue of the awards immediat:
prior to the spin-off to the fair value immediatedfter the spin-off to measure the incrementallstzesed compensation cost. The adjustm
did not result in an increase in the fair valuehef awards and, accordingly, the Company did rmirceincremental stockased compensati
expense. ADP stock options and restricted stogjetaawards held by Broadridge employees were cleaacet forfeited as of the date of the
spin-off. The stockbased compensation expense associated with thiearggant of ADP stock to continuing ADP employeéh continue tc
be recognized within earnings from continuing ofieres on the Company’s Statements of Consolidatedikgs. The stock-based
compensation expense related to Broadridge empddpeeservices received through March 30, 2007 aitected in earnings from
discontinued operations on the Statements of Cwlaet Earnings.
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In fiscal 2007, the following activity occurred wrdour existing plans:

Stock Options:

Number of Options

Weighted Average Price

(in thousands) (in dollars)
Years ended June . 2007 (a) 2006 2005 2007(a) 2006 2005
Options outstanding,
beginning of year 73,18¢ 70,39t 70,15¢ $49 $42 $42
Options granted 3,44¢ 9,18¢ 8,69¢ $43 $44 $43
Options exercised (11,740 (7,677) (4,012) $34 $33 $28
Options canceled (b) (11,119 (5,170 (4,450 $41 $46 $45



Options outstanding, end of year 53,78t 66,73’ 70,39¢ $40 $43 $42

Options exercisable, end of year 35,52¢ 38,04« 36,99: $40 $43 $42
Shares available for future grants,

end of year 23,20¢ 14,16« 18,18:
Shares reserved for issuance under

stock option plans 76,994 80,90: 88,57¢

(a) For fiscal 2007, the number of options and Weid average price were adjusted to reflect theanpf the spi-off of Broadridge

(b) Includes 7.8 million options held by Brokeragervices Group business employees that were cahgoeferfeited as of the date of the
spir-off.

Performance-Based Restricted Stock:

Number of Shares (a)
(in thousands)

Years ended June « 2007 2006
Shares outstanding,

beginning of year 238.¢ =
Shares granted 2,021.: 249.¢
Shares vested (79.0 4.9
Shares forfeited (b) (469.5) (6.5)
Shares outstanding, end of year 1,711. 238.4

(a) The number of shares was adjusted to reflect tipadtof the spi-off of Broadridge
(b) Includes 431,200 shares held by Brokerage Ser@cesp business employees that were forfeited #iseoflate of the sp-off.
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The aggregate intrinsic value of stock options tamiding and exercisable as of June 30, 2007 was.$27illion and $181.8 million,
respectively, and the aggregate intrinsic valuesfock options exercised in fiscal 2007 was $127IBon. Prior to the adoption of SFAS No.
123R, the Company presented all tax benefits iaguitom the exercise of stock options as operategh flows (reflected in income taxes
payable). SFAS No. 123R requires the cash flowdlting from excess tax benefits (tax deductiondized in excess of the compensation
costs recognized for the stock options exercisexi) the date of adoption of SFAS No. 123R to besifeed as financing cash flows.
Therefore, excess tax benefits for fiscal 2007 20@6 have been classified as financing cash flows.

Summarized information about stock options outstamds of June 30, 2007 is as follows:

Outstanding Exercisable
Weighted Weighted
Exercise Number Remaining Average Number Average
Price of Options Life Price of Options Price
Range (in thousands) (in years) (in dollars) (in thousands) (in dollars)
Under $15 11 15 $ 8 11 $ 8
$15 to $25 788 0.4 $25 787 $25
$25 to $35 7,231 4.1 $32 6,172 $32
$35 to $45 36,718 6.5 $40 19,562 $40
$45 to $55 9,038 3.7 $50 8,997 $50

In fiscal 2007, the Company issued 2.3 million sisan connection with the employee stock purchéee @ffering that vested on December
31, 2006. The Company expects to issue approxignatélimillion and 2.5 million shares for the empdeystock purchase plan offerings that
vest on December 31, 2007 and 2008, respectivelyddlition, in fiscal 2007, the Company issued 828 shares of restricted stock.

The following table illustrates the effect on natrengs from continuing operations and earningsspare from continuing operations if the
Company had applied the fair value recognition fgions of SFAS No. 123 to stock-based employee emsgtion for the period prior to the
adoption of SFAS No. 123}



Year ended June ! 2005
Net earnings from continuing operations, as rejk $ 780.¢
Add: Stock-based employee compensation expense

included in reported net earnings from continuing

operations, net of related tax effects 7.2
Deduct: Total stock-based employee compensation

expense determined using the fair value-based

method for all awards, net of related tax effects (110.%)
Pro forma net earnings from continuing operations $ 677.1

Earnings per share from continuing operations:

Basic — as reported $ 1.3¢

Basic — pro forma $ 1.1¢

Diluted — as reported $ 132

Diluted — pro forma $ 1.1f
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The fair value of each stock option issued priadaauary 1, 2005 was estimated on the date of gsamg a Black-Scholes option pricing
model. For stock options issued on or after Janlia@p05, the fair value of each stock option wetgreated on the date of grant using a
binomial option pricing model. The binomial modehsiders a range of assumptions related to vdjatilsk-free interest rate and employee
exercise behavior. Expected volatilities utilizadthie binomial model are based on a combinatidmpfied market volatilities, historical
volatility of the Company’s stock price and othactbrs. Similarly, the dividend yield is based @stdrical experience and expected future
changes. The risk-free rate is derived from the WrBasury yield curve in effect at the time ofrgrarhe binomial model also incorporates
exercise and forfeiture assumptions based on dysimaf historical data. The expected life of #teck option grants is derived from the
output of the binomial model and represents theodef time that options granted are expected touistanding.

The fair value for stock options granted was edtithat the date of grant with the following assuons:

Years ended June 30, 2007 2006 2005
Risk-free interest rate 4.6% - 5.0% 4.0% - 4.6% 2.1%-4.2%
Dividend yield 1.6% - 1.7% 1.4% - 1.7% 1.2% - 1.4%
Weighted average volatility factor 18.4% - 24.7% 17.1% - 24.7% 26.2% - 29.2%
Weighted average expected life (in years):

Stock options 49-5.6 55-5.6 55-6.5

Stock purchase plan 2.0 2.0 2.0
Weighted average fair value (in dollars):

Stock options (a) $ 10.77 % 992 $% 10.37

Stock purchase plan (a) $ 11.24 $ 889 $ 11.54

(&) The weighted average fair values were aglfLigi reflect the impact of the spin-off of Broaldyg.

B. Pension PlansThe Company has a defined benefit cash balancegmeplsein covering substantially all U.S. employaesjer which
employees are credited with a percentage of baselpa interest. The plan interest credit rate wally from year-to-year based on the ten-
year U.S. Treasury rate. Employees are fully vestedompletion of five years of service. The Cony’s policy is to make contributions
within the range determined by generally acceptddaaial principles. In addition, the Company hasiaus retirement plans for its non-U.S.
employees and maintains a Supplemental Officer&atint Plan (“SORP”). The SORP is a defined bepédit pursuant to which the
Company will pay supplemental pension benefitsaidain key officers upon retirement based uporoffieers’ years of service and
compensation.

A June 30 measurement date was used in deterntimn@ompany’s benefit obligations and fair valuglain assets.

In September 2006, the FASB issued SFAS No. 158plByers’ Accounting for Defined Benefit Pensiordddther Postretirement Plans —
an amendment of FASB Statements No. 87, 88, 104.3¢(R)” (“SFAS No. 158"). This statement requieesompany to (a) recognize in its
statement of financial position an asset for a’glamerfunded status or a liability for a plan’sdenfunded status, (b) measure a plan’s assets
and its obligations that determine its funded statsi of the end of the emplo’s fiscal year, and (c) recognize changes in thdddrstatus c



a defined benefit plan in the year in which therges occur (reported in comprehensive income).réfeirement to recognize the funded
status
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of a benefit plan and the related disclosure reguénts were effective for the Company as of theaéfidcal 2007 and the Company adopted
the statement at that time. The adoption of SFAS188 resulted in a $63.1 million reduction in $toalders’ equity, net of income taxes.

The Company'’s pension plans funded status as @ 30n2007 and 2006 is as follows:

June 30, 2007 2006
Change in plan assets:
Fair value of plan assets at beginning of year $821.¢ $790.1
Actual return on plan assets 150.7 69.C
Employer contributions 24 4 4.1
Benefits paid (20.7) (18.€)
Divestitures -- (22.9)
Fair value of plan assets at end of year $976.2 $821¢

Change in benefit obligation:

Benefit obligation at beginning of year $762.7 $787.1
Service cost 42.2 31.¢
Interest cost 49.C 39.€
Actuarial and other gains (2.9 (48.7)
Benefits paid (20.7) (18.6)
Divestitures -- (28.9)
Projected benefit obligation at end of year $830.c $762.7
Funded status - plan assets less benefit obligation $145.¢ $ 59.1
Unrecognized net actuarial loss due to different
experience than assumed -- 213.t
Net amount recognize $145.¢  $272.¢

The impact of the adoption of SFAS No. 158 resduilteal reduction to stockholders’ equity of $63.1limnm, which consists of the following
adjustments to the Consolidated Balance Sheet:

Current Assets $ 1€
Noncurrent Asset (51.9
Current Liabilities (2.9
Noncurrent Liabilities (10.6)
Impact to Stockholders’ Equity $(63.9)

After the adoption of SFAS No. 158, the amount®gaized in the Consolidated Balance Sheet as & 30n2007 consisted of:

Noncurrent asse $201.:
Current liabilities (2.9
Noncurrent liabilities (52.5)
Net amount recognize $145¢
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As a result of the adoption of SFAS No. 158, tha.$6nillion that is recognized in accumulated otb@mprehensive income (loss) consists
of:



Years ended June 30, 2007

Net actuarial and other loss, net of $ (61.6)
Prior service cost, net of tax (0.5)
Transition obligation, net of tax (1.0

$ (63.])

The accumulated benefit obligation for all defirmhefit pension plans was $824.3 million and $756ilBon at June 30, 2007 and 2006,
respectively.

The projected benefit obligation, accumulated béwoéfigation and fair value of plan assets for @@mpany’s pension plans with
accumulated benefit obligations in excess of pesets were $95.9 million, $93.6 million and $40i8iom, respectively, as of June 30, 2007,
and $84.4 million, $81.4 million and $34.1 milliomspectively, as of June 30, 2006.

The components of net pension expense were asvillo

Years ended June 30, 2007 2006 2005
Service cost - benefits earned

during the period $ 422 $ 31.€ $ 29.€
Interest cost on projected benefits 49.C 39.€ 37.7
Expected return on plan assets (62.0) (56.0) (53.])
Net amortization and deferr 14.¢€ 19.Z 11.1

$ 43. $ 34¢F $ 25.2

Net pension expense for fiscal 2007, 2006, and 2@€lades $3.5 million, $3.1 million and $2.3 nolfi, respectively, reported with
earnings from discontinued operations on the Statésnof Consolidated Earnings.

The estimated net actuarial and other loss, tiansitbligation and prior service credit for theidefi benefit pension plans that will be
amortized from accumulated other comprehensiveniec@ioss) into net periodic benefit cost over tegtdiscal year are $10.1 million, $0.2
million and $(0.2) million, respectively.

Assumptions used to determine the actuarial presdaé of benefit obligations were:

Years ended June 30, 2007 2006
Discount rate 6.25% 6.25%
Increase in compensation levels 5.50% 5.50%

Assumptions used to determine the net pension eepgenerally were:

Years ended June 30, 2007 2006 2005

Discount rate 6.25% 5.25% 6.00%

Expected long-term rate of return on assets 7.25% 7.25% 7.25%

Increase in compensation levels 5.50 % 5.50% 5.50%
66

The discount rate is based upon published ratesidgbrquality fixed-income investments that prodaash flows that approximate the timing
and amount of expected future benefit payments.

The long-term expected rate of return on assetsgsson is 7.25%. This percentage has been detethbiased on historical and expected
future rates of return on plan assets considehagdrget asset mix and the long-term investmeatesty.

Plan Assets

The Company’s pension plans’ weighted average adlseations at June 30, 2007 and 2006 by assegaat were as follows:

2007  200¢



United States Fixed Income Securities 30% 32%

United States Equity Securities 50% 48%
International Equity Securities 20% 20%
Total 100%  100%

The Company’s pension plans’ asset investmenesfyas designed to ensure prudent managementeisassnsistent with long-term return
objectives and the prompt fulfillment of all pensiplan obligations. The investment strategy andtassx were developed in coordination
with an asset liability study conducted by extem@isultants to maximize the funded ratio withlgeest amount of volatility.

The pension plans’ assets are currently investedriious asset classes with differing expectedsrateeturn, correlations and volatilities,
including large capitalization and small capitaiiaa U.S. equities, international equities, and.UJi&d income securities and cash.

The target asset allocation ranges are as follows:

United States Fixed Income Securities 30 — 40 %

United States Equity Securities 45 — 55 %
International Equity Securities 12 — 20%
Total Equities 60 — 70%

The pension plans’ fixed income portfolio is degigrio match the duration and liquidity charactarssbf the pension plans’ liabilities. In
addition, the pension plans invest only in invesitrgrade debt securities to ensure preservati@apital. The pension plans’ equity
portfolios are subject to diversification guideknt® reduce the impact of losses in single investménvestment managers are prohibited
from buying or selling commodities and from the hselling of securities.

None of the pension pla’ assets are directly invested in the Company’skstalthough the pension plans may hold a minimabdant of
Company stock to the extent of the Company’s gadton in the S&P 500 Index.

Contributions
The Company expects to contribute approximatelyrfilion to the pension plans in fiscal 2008.

67

Estimated Future Benefit Payments

The benefits expected to be paid in each year frecal 2008 to 2012 are $39.6 million, $41.8 miflj$46.2 million, $51.9 million and $57.4
million, respectively. The aggregate benefits exgeto be paid in the five fiscal years from 2062017 are $411.3 million. The expected
benefits to be paid are based on the same assurspised to measure the Company’s pension plansfibebligation at June 30, 2007 and
includes estimated future employee service.

C. Retirement and Savings PlanThe Company has a 401(k) retirement and savings plaich allows eligible employees to contributeta
35% of their compensation annually and allows higlimpensated employees to contribute up to 108bedf compensation annually. The
Company matches a portion of employee contribufiaich amounted to approximately $47.5 milliond%tmillion, and $40.2 million for
calendar years ending December 31, 2006, 2005 @04} 2espectively.

NOTE 15. INCOME TAXES

Earnings from continuing operations before income$ shown below are based on the geographicdocatiwhich such earnings are
attributable.

Years ended June 30, 2007 2006 2005
Earnings from continuing operations before incomes:
United States $1,457.« $1,251.. $1,145.
Foreign 166.1 110.( 92.€

$1,623.5 $1,361.0 $1,237.¢

The provision for income taxes consists of theofwlhg components:



Years ended June 30, 2007 2006 2005

Current:
Federal $482.( $441.] $378.7
Foreign 70.3 52.4 37.5
State 34.¢ 30.¢ 30.¢
Total current 587.2 524.: 446.¢
Deferred:
Federal 18.4 (1.0 7.7
Foreign (7.9 (5.2 2.8
State 4.€ 1.2 (0.2)
Total deferred 15.1 (5.0 10.:2
Total provision for income taxes $602.: $519.: $457.2
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A reconciliation between the Company’s effective tate and the U.S. federal statutory rate is Bgvis:

Years ended June « 2007 % 2006 % 2005 %
Provision for taxes at U.S.
statutory rate $568.2 35.C $476.4 35.0 $433.2 35.0
Increase (decrease) in provision from:
State taxes, net of federal tax 25.7 1.€ 20.¢ 1.6 20.0 1.6
Non-deductible stock-based
compensation expense 9.7 0.€ 12.2 0.9 -- --
Tax on repatriated earnings 34.4 2.1 10.C 0.7 -- --
Utilization of foreign tax credits (26.5) (1.6 - - - -
Other (9.2) (0.6 (0.2 -- 4.0 0.3
$602.: 37.1 $519.2 38.2 $457.2 36.9

The significant components of deferred income tsets and liabilities and their balance sheetifieasttons are as follows:

Years ended June 2007 2006
Deferred tax assets:
Accrued expenses not currently deductible $160.7 $172.7
Unrealized investment losses, net 66.€ 112.5
Net operating losses 52.t 19.C
Other 19.7 19.¢
299.t 324.:
Less: valuation allowances (31.29) (21.9)
Deferred tax assets, net $268.: $303.(

Deferred tax liabilities:

Accrued retirement benefits $ 8.2 $ 57.0
Depreciation and amortization 309.¢ 274.¢
Other 9.2 8.2
Deferred tax liabilities $327.2 $340.7
Net deferred tax liabilitie $ 58.¢ $ 37.

There are $68.2 million and $69.5 million of cuirdeferred tax assets included in other currerdgtasm the Consolidated Balance Sheets at
June 30, 2007 and 2006, respectively. There agmillion and $1.1 million of long-term deferredktassets included in other assets on the
Consolidated Balance Sheets at June 30, 2007 &) Bspectively. There are $1.2 million and $7iion of current deferred tax liabilities
included in accrued expenses and other curreriliied on the Consolidated Balance Sheets at 30n2007 and 2006, respective



Income taxes have not been provided on undistribeéenings of certain foreign subsidiaries in agragate amount of approximately $655.6
million and $1,256.9 million as of June 30, 200@ done 30, 2006, respectively, as the Company @ersssuch earnings to be permanently
reinvested outside of the United States. The ameofuamdistributed earnings for which income tax hasbeen provided decreased in fiscal
2007 compared to fiscal 2006 due to the intenépatriate approximately $680.0 million, of whictpagximately $140.0 million was
repatriated in fiscal 2007 and $540.0 million ofigrhis expected to be repatriated in fiscal 2008.
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On October 22, 2004, the American Jobs Creation(thet*“AJCA”) was signed into law. The AJCA creagetemporary incentive for the
Company to repatriate earnings accumulated outs&®).S. by allowing the Company to reduce its Idexéhcome by 85 percent of certain
eligible dividends received from non-U.S. subsigiaiby the end of the Company’s fiscal year ended B0, 2006. In connection with the
sale of the Claims Services business on April D862and receipt of the related proceeds, the Coynelcted to apply the provisions of the
AJCA to qualifying earnings repatriations in fis@&l06. As approved by our Board of Directors inel@806, approximately $250 million w
repatriated under the AJCA. Income tax expens@pfaximately $10 million associated with this refaton was recorded in fiscal 2006.

The additional U.S. and non-U.S. income and wittimg) tax that would arise on repatriation of theaéing undistributed earnings could be
offset, in part, by foreign tax credits on suchatejation. However, it is impractical to estimale amount of net income and withholding tax
that might be payable.

The Company has estimated foreign net operatirgdagy forwards of approximately $101.7 millionadslune 30, 2007, of which $11.7
million expires in 2010 through 2022 and $90.0 imillhas an indefinite utilization period. In additj the Company has estimated Federal net
operating losses of acquired companies of appraein&64.5 million as of June 30, 2007, which egpiin 2008 through 2026. There is an
annual limitation pursuant to Internal Revenue Ceelgion 382 on the utilization of the Federalaprating loss carry forwards of
approximately $24.0 million per year.

The Company has recorded valuation allowances b233illion and $21.3 million at June 30, 2007 2006, respectively, to reflect the
estimated amount of domestic and foreign defea®dssets that may not be realized. A portion efvéiduation allowances in the amounts of
approximately $6.6 million and $1.8 million at Jus®@ 2007 and 2006, respectively, relate to netrdedl tax assets which were recorded in
purchase accounting. Any recognition of such ameimfuture years will be a reduction to goodwill.

Income tax payments were approximately $718.2 omI$601.8 million, and $378.9 million for fiscad@7, 2006 and 2005, respectively.

The Company is routinely examined by the Internedéhue Service (“IRS”) and tax authorities in co@stin which it conducts business, as
well as in states in which it has significant besis operations. The tax years under examinatignbyajurisdiction. The IRS is conducting an
examination of fiscal 2003 through fiscal 2007. Twmpany is a current participant in the IRS Coarpgle Assurance Process audit prog!

The Company regularly considers the likelihood sfessments in each of the jurisdictions resultiogn fexaminations. The Company has
established tax reserves which it believes areuwsatedn relation to the potential assessments. @siablished, reserves are adjusted when
there is more information available, when an ew&curs necessitating a change to the reservesen thie statute of limitations for the
relevant taxing authority to examine the tax posithas expired. The resolution of tax matters shaot have a material effect on the
consolidated financial condition of the Companyhaligh a resolution could have a material impadghenCompany’s Statements of
Consolidated Earnings for a particular future pgdad on the Company'’s effective tax rate.

As discussed in Note 1, the Company will adopt BE8\as of the beginning of fiscal 20084, as of July 1, 2007).
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NOTE 16. CONTRACTUAL COMMITMENTS, CONTINGENCIES AND OFF-BALANCE SHEET ARRANGEMENTS

The Company has obligations under various faciliied equipment leases and software license agnterietal expense under these
agreements was approximately $281.0 million, $24&lBon, and $204.8 million in fiscal 2007, 200622005, respectively, with minimum
commitments at June 30, 2007 as follows:

Years ending June 30,

2008 $227.€
2009 170.¢
2010 128.¢

2011 44



2012 28.C
Thereafter 51.1

In addition to fixed rentals, certain leases regpayment of maintenance and real estate taxescantdin escalation provisions based on
future adjustments in price indices.

As of June 30, 2007, the Company has purchase donemis of approximately $231.8 million relatingstftware and equipment purchases
and maintenance contracts, of which $87.7 millieiates to fiscal 2008, $55.2 million relates tedis2009 and the remaining $88.9 million
relates to fiscal 2010 through fiscal 2012.

The Company is subject to various claims and litigrein the normal course of business. The Compul®gs not believe that the resolution of
these matters will have a material impact on thesobdated financial statements.

It is not the Company’s business practice to einteroff-balance sheet arrangements. However, tragany is exposed to market risk from
changes in foreign currency exchange rates thadl @oyact its financial position, results of opévat and cash flows. The Company
manages its exposure to these market risks thrissigbgular operating and financing activities antien deemed appropriate, through the
of derivative financial instruments. The Compangsuderivative financial instruments as risk manag#rtools and not for trading purposes.
In the normal course of business, the Companyeisers into contracts in which it makes repres@ntatand warranties that relate to the
performance of the Company’s products and servitdes.Company does not expect any material los¢at®deto such representations and
warranties.
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NOTE 17. ACCUMULATED OTHER COMPREHENSIVE INCOME (LO SS)

Comprehensive income is a measure of income thatdas both net earnings and other comprehensiearia (loss). Other comprehensive
income (loss) results from items deferred on thagdbdated Balance Sheets in stockholders’ eq@itiier comprehensive income (loss) was
$156.0 million, $(140.4) million, and $33.6 million fiscal 2007, 2006 and 2005, respectively. Tomuanulated balances for each component
of other comprehensive income (loss) are as fotiows

June 30, 2007 2006 2005
Currency translation adjustments $ 156.7 $ 80.c $ 01
Unrealized (loss) gain on available-for-sale

securities, net of tax (118.9 (200.9 20.7
Adoption of SFAS No. 158, net of tax (63.7) -- -
Minimum pension liability adjustment

(prior to SFAS No. 158), net of tax (8.6) (6.9 (6.7)
Accumulated other comprehensive (loss) income $ (334 $(126.9) $ 14.1

NOTE 18. STAFF ACCOUNTING BULLETIN NO. 108

In September 2006, the Staff of the SEC issued Btafounting Bulletin No. 108, “Considering the Efts of Prior Year Misstatements when
Quantifying Misstatements in Current Year FinanS8tdtements” (“SAB 108”). SAB 108 requires registsato use a combination of two
approaches to evaluate the materiality of idertifieadjusted errors: the “rollovespproach, which quantifies an error based on theuato!
the error originating in the current year incomegement, and the “iron curtain” approach, whichrgifi@s an error based on the effects of
correcting the misstatement existing in the balaieet at the end of the current year. SAB 108 pecompanies to adjust for the cumula
effect of immaterial errors relating to prior ye@rghe carrying amount of assets and liabilitis®fthe beginning of the current fiscal year,
with an offsetting adjustment to the opening bataotretained earnings in the year of adoptiorisical 2007, the Company adopted SAB
108.

In the course of evaluating the provisions of SAB,1the Company identified the following misstatetseas of July 1, 2006. The adoption of
SAB 108 resulted in an increase to opening retag@edings as of July 1, 2006 of approximately $4dilBon, net of tax. Such errors, which
management previously deemed immaterial, wereeelat the following:

e Overstated accrued expenses of $22.1 million, hiebo related to professional services, termimatibcontracts and employee
benefits, which arose prior to the fiscal year ehdiene 30, 2003

e Overstated accounts receivable reserves of $11lidminet of tax, which arose prior the fiscal year ended June 30, 2!



e Overstated accrued expenses related to certaimgtosiment and non-US pension plans by $8.2 millieet of tax, of which $3.3
million arose in the fiscal year ended June 30.228fd the remaining arose ratably over the fiseaty ended June 30, 2003, 2004,
2005 and 2006
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e Overstated insurance and environmental reservatedeprimarily to worker’'s compensation liabilitiesd self-insured liabilities of
$9.3 million, net of tax, which arose prior to figzal year ended June 30, 2001

e Understated tax provision and liability, as welrekted interest and penalties, of $6.5 milli@lated to tax deductions taken for the
tax years 1998 through 2006

NOTE 19. FINANCIAL DATA BY SEGMENT AND GEOGRAPHIC A REA

In the fiscal 2007, the Company implemented sevamlchanges to its operations, including the gfirof its Brokerage Services Group
business on March 30, 2007. In addition, there whenges in the Company’s executive management ks result of these changes, the
Company reassessed its reportable segments undé& 1$6. 131, “Disclosures about Segments of an pnter and Related Information,”
and determined that PEO Services should be a edpersegment in addition to Employer Services aedl& Services. Based upon similar
economic characteristics and operational charatitesj the Company’s strategic business units baea aggregated into the following three
reportable segments: Employer Services, PEO Seargice Dealer Services. The Company has restatpeeit®ously reported segment results
for all periods presented to reflect this changdh@Company’s reportable segments. The primarypoo@nts of “Other” are miscellaneous
processing services, and corporate allocationseapdnses, including stock-based compensation egpEestain revenues and expenses are
charged to the reportable segments at a standaréorananagement reasons. Other costs are recbededl on management responsibility.
The fiscal 2006 and 2005 reportable segments’ ig&Rand earnings from continuing operations befmaeme taxes have been adjusted to
reflect updated fiscal 2007 budgeted foreign exgkamates. In addition, there is a reconciling ifenthe difference between actual interest
income earned on invested funds held for clientsiaterest credited to Employer Services and PE®i&ss at a standard rate of 4.5%. The
reportable segments’ results also include an iaterost of capital charge related to the fundingaifuisitions and other investments. All of
these adjustments/charges are reconciling iteroartoeportable segments’ revenues and/or earnings ¢ontinuing operations before
income taxes and results in the elimination of ¢hedjustments/charges in consolidation. Reportsdgdenents’ assets include funds held for
clients, but exclude corporate cash, corporate aetabte securities and goodwill.
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Reconciling Items
Client  Cost of
Employe! PEO Dealer Foreign Fund Capital
Services  Services Service! Other Exchangt Interesi Charge Total

Year ended June 30, 20
Revenues from continuing operatic $ 5,615.c. $884.¢ $1,225.¢ $ (1.7)  $78.€ $ 29 $ - $7,800.(
Earnings from continuin

operations before income ta 1,408.: 80.4 200.( (183.7) 8.2 (2.9 113.8 1,623.
Assets from continuing operatio 20,406. 115t 619.2 5,449.¢ -- - -- 26,591..
Capital expenditures fc

continuing operatior 79.C 1.€ 36.1 53.C -- -- -- 169.7
Depreciation and amortizatic 246. 1.€ 81.7 72.1 -- - (113.9 288.£(a)
Year ended June 30, 20
Revenues from continuing operatic $ 5,076.« $703.% $1,072.¢t $ 36.€ $ 2.¢ $(56. $ - $6,835.¢
Earnings from continuing operatio

before income taxe 1,254.: 54.¢ 157.¢ (150.0 0.8 (56.¢) 100.1 1,361.:
Assets from continuing operatio 19,067.! (8.2 609.2 5,612. -- - -- 25,281.
Capital expenditures fc

continuing operatior 87.4 0.7 45.1 119.€ -- -- -- 252.¢
Depreciation and amortizatic 251.¢ 1.7 73.C 19.¢ -- - (100.7) 246.((a)

Year ended June 30, 20
Revenues from continuing operatic $ 4,699.7 $577.( $ 936.6 $ 35. $ 94 $(126.2) $ - $6,131.0



Earnings from continuin

operations before income ta 1,113.° 39.¢ 148.¢ (29.9) (2.6) (126.9 94.: 1,237.¢
Assets from continuing operatio 19,395.! 29.1 466.2 4,581.. -- -- -- 24,472\
Capital expenditures fc

continuing operatior 103.1 0.€ 34.1 22.% -- -- -- 160.:
Depreciation and amortizatic 249.¢ 1.€ 57.€ 11.2 -- - (94.3) 225.¢@)

(@) Includes $79.9 million, $85.1 million and $75ndlion of depreciation and amortization that does relate to our services and products,
which was recorded in selling, general and adniise expenses on the Statements of Consolidadeurigs.

Revenues and assets from continuing operationgbgrgphic area are as follows:

United
States Europe Canad:  Other Total

Year ended June 30, 20
Revenues from continuing operatic $6,422.( $ 919.€ $ 323.( $135.« $ 7,800.(
Assets from continuing operatio $22,591.¢ $1,815.8 $1,963.¢ $220.C $26,591..

Year ended June 30, 20

Revenues from continuing operatic $5678.¢ $ 742¢ $ 296.¢ $117.: $ 6,835.¢
Assets from continuing operatio $21,380.« $1,639.8 $2,084.. $177.1 $25,281.

Year ended June 30, 20
Revenues from continuing operatic $5149. $ 65724 $ 2497 $74¢<¢ $ 6,131
Assets from continuing operatio $21,564.; $1,058.0 $1,689.c $160.z2 $24,472.(
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NOTE 20. QUARTERLY FINANCIAL RESULTS (UNAUDITED)
Summarized quarterly results of our continuing afiens for the two fiscal years ended June 30, 2087s follows:

First Seconc Third Fourth
Quarter  Quarter Quarter  Quarter

Year ended June 30, 20

Revenue: $1,754.¢ $1,874.0 $2,171.( $1,999.¢
Costs of revenues $ 967.€ $ 991.¢ $1,067.. $1,060.¢
Gross profit $ 787.2 $ 882.f $1,103.¢ $ 939.
Net earnings from continuing operatic $ 219z $ 248.( $ 360.7 $ 193¢
Basic earnings per share from continu

operation: $ 04C $ 04t $ 06t $ 0.3€
Diluted earnings per share frc

continuing operatior $ 03¢ $ 04t $ 06F $ 0.3t

Year ended June 30, 20

Revenue: $1,525.0 $1,633.¢ $1,910.7 $1,765.¢
Costs of revenues $ 8151 $ 849.¢ $ 936.«. $1,002.
Gross profit $ 7102 $ 784.%F $ 9747 $ 763.]
Net earnings from continuing operatic $ 1731 $ 217 $ 310.1 $ 140.¢
Basic earnings per share from continu

operation: $ 03C $ 03¢ $ 054 $ 0.2t
Diluted earnings per share frc

continuing operatior $ 03C $ 037 $ 05 $ 0.2

NOTE 21. SUBSEQUENT EVENTS (UNAUDITED)



The Company completed the sale of its Travel Ofgabusiness on July 6, 2007. The Travel Clearirgirnass was previously reported in the
“Other” segment. In connection with the disposatho$ business, the Company has classified thdtsesuoperations of this business as
discontinued operations as of June 30, 2007. Thepaay expects to record a gain of approximately@on to $65 million, after taxes,
which will be classified as discontinued operatiandiscal 2008. Such gain is exclusive of a wogktapital adjustment to the original
purchase price. This working capital adjustmemixjgected to be finalized in fiscal 2008 and wittnease or decrease the gain accordingly.
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Item 9. Changes in and Disagreements with Accountémon Accounting and Financial Disclosure
None
Item 9A. Controls and Procedures

Attached as Exhibits 31.1 and 31.2 to thimFt0-K are certifications of ADP’s Chief Executi@dficer and Chief Financial Officer,
which are required by Rule 13a-14(a) of the SelesrEExchange Act of 1934. This “Controls and Proced” section should be read in
conjunction with the Deloitte & Touche LLP attesatreport on management’'s assessment of ADP’sniateontrol over financial reporting
that appears on pages 77-78 of this Form 10-K suhélieby incorporated herein by reference.

Management’s Evaluation of Disclosure Controls andProcedures

ADP carried out an evaluation, under the stip®n and with the participation of ADP’s managent including its Chief Executive
Officer and Chief Financial Officer, of the effa@hess of ADP’s disclosure controls and proceda®slefined in Rules 13a-15(e) and 15d-
15(e) of the Securities Exchange Act of 1934. Basethat evaluation, the Chief Executive Officed &hief Financial Officer have
concluded that ADP’s disclosure controls and pracesl as of June 30, 2007 were effective to ensatdriformation required to be disclosed
by ADP in reports that it files or submits undee Becurities Exchange Act of 1934 is recorded,gs®ed, summarized and reported within
the time periods specified in Securities and Exgea@iommission’s rules and forms.

Management’s Report on Internal Control over Finandal Reporting

It is the responsibility of Automatic Dataoeessing, Inc.’s (“ADP”) management to establistl araintain effective internal control over
financial reporting (as defined in Rule 13a-15¢fdar the Securities Exchange Act of 1934). Intecoalrol over financial reporting is
designed to provide reasonable assurance to ADBmgement and board of directors regarding theapagipn of reliable financial
statements for external purposes in accordancegeitlerally accepted accounting principles.

ADP’s internal control over financial repagi includes those policies and procedures thapefilain to the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assets ¢t;AD) provide reasonable assurance that
transactions are recorded as necessary to perepargation of financial statements in accordanch getnerally accepted accounting
principles, and that receipts and expenditures@P&re being made only in accordance with authtioizs of management and directors of
ADP; and (iii) provide reasonable assurance reggrthie prevention or timely detection of unauthediacquisition, use or disposition of
ADP’s assets that could have a material effecherfinancial statements of ADP.

Because of its inherent limitations, interoahtrol over financial reporting may not preventietect misstatements. Therefore, even those
systems determined to be effective can provide mdgonable assurance with respect to financisdratnt preparation and presentation.

Management has performed an assessment efffotiveness of ADP’s internal control over ficéal reporting as of June 30, 2007 based
upon criteria set forth itnternal Control - Integrated Framewoiksued by the Committee of Sponsoring Organizatidriie Treadway
Commission. Based on this assessment, managenennied that ADP’s internal control over finanaieporting was effective as of June
30, 2007.
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Deloitte & Touche LLP, an independent registiepublic accounting firm, has issued an attestatport on management’s assessment of
internal control over financial reporting, whichiestation report appears on pages 77-78 of thisiA@-K.

/sl Gary C. Butler
Gary C. Butler

President and Chief Executive Offic



/sl Christopher R. Reidy
Christopher R. Reidy
Chief Financial Officer

Roseland, New Jersey
August 29, 2007

Changes in Internal Control over Financial Reportirg

There were no changes in ADP’s internal adrdver financial reporting that occurred during tjuarter ended June 30, 2007 that have
materially affected, or are reasonably likely totenglly affect, ADP’s internal control over finaiatreporting.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Automatic Data Processing, Inc.
Roseland, New Jersey

We have audited management’s assessmenidattin the accompanying Management’s Report arriat Control Over Financial
Reporting that Automatic Data Processing, Inc. sutasidiaries (the “Company”) maintained effectingeinal control over financial reporting
as of June 30, 2007, based on criteria establishiedernal Control—Integrated Frameworgsued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Camijsamanagement is responsible for maintainingatiffe internal control over
financial reporting and for its assessment of fifiecéveness of internal control over financial ogfing. Our responsibility is to express an
opinion on management’s assessment and an opinitimreceffectiveness of the Company’s internal adrdver financial reporting based on
our audits.

We conducted our audit in accordance withsthaedards of the Public Company Accounting Ovétsipard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
evaluating management’s assessment, testing ahgaéug the design and operating effectivenessitefrnal control, and performing such
other procedures as we considered necessary airthenstances. We believe that our audit providesagonable basis for our opinions.

A company’s internal control over financiaporting is a process designed by, or under thersigion of, the company’s principal
executive and principal financial officers, or pmrs performing similar functions, and effected g tompany’s board of directors,
management, and other personnel to provide realpassurance regarding the reliability of financegorting and the preparation
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of financial statements for external purposes toetance with generally accepted accounting priasipA company’s internal control over
financial reporting includes those policies andcedures that (1) pertain to the maintenance ofrdscihat, in reasonable detail, accurately
and fairly reflect the transactions and disposgiofthe assets of the company; (2) provide redsersssurance that transactions are recordec
as necessary to permit preparation of financiakstants in accordance with generally accepted atcmuprinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management amdtdirs of the company; and (3)
provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, usiedisposition of the company’s assets
that could have a material effect on the finansiatements.

Because of the inherent limitations of inrcontrol over financial reporting, including thessibility of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventatbtacted on a timely basis. Also,
projections of any evaluation of the effectiveneSthe internal control over financial reportingftdgure periods are subject to the risk that the
controls may become inadequate because of chamgesdlitions, or that the degree of compliance Withpolicies or procedures may
deteriorate.

In our opinion, management’s assessmenttieaCompany maintained effective internal contra@rdfinancial reporting as of June 30,
2007, is fairly stated, in all material respectsdd on the criteria establishednternal Control—Integrated Framewoigsued by the
Committee of Sponsoring Organizations of the Tremgd@ommission. Also in our opinion, the Companymteined, in all material respects,
effective internal control over financial reportiag of June 30, 2007, based on the criteria eshadiininternal Control—Integrated
Frameworkissued by the Committee of Sponsoring Organizatifriee Treadway Commission.

We have also audited, in accordance wittstandards of the Public Company Accounting Ovetdiglard (United States), the
consolidated financial statements and financidestant schedule as of and for the year ended Jur087 of the Company, and our report
dated August 29, 2007 expressed an unqualifiedapion those consolidated financial statementsfiwadicial statement schedule and
included an explanatory paragraph regarding thegamy s adoption of the recognition and disclosure piowis of Statement of Financi



Accounting Standards No. 158. “Employers’ Accougtiar Defined Benefit Pension and Other Postret@eniPlans — an amendment of
FASB Statements No. 87, 88, 106, and 132(R),” &ffecJune 30, 2007 and Staff Accounting Bulletin. 68, “Considering the Effects of
Prior Year Misstatements When Quantifying Misstagata in Current Year Financial Statements,” effectiuly 1, 2006.

/s/ Deloitte & Touche LL
New York, New York
August 29, 200°

Item 9B. Other Information

None.
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Part 1l
Item 10. Directors, Executive Officers and Corpora¢ Governance
Executive Officers

The executive officers of the Company, tlagjes, positions and the period during which thexehmeen employed by ADP are as follows:

Employed b

Name Age Position ADP Since

Steven J. Anenen 54 President. 1975
Dealer Service

James B. Benson 62 Vice President, General 1977
Counsel and Secretary

Gary C. Butler 60 President and Chie 1975
Executive Office

Benito Cachinero 49 Vice President, Human 2007
Resource:

Raymond L. Colotti 61 Vice President and 1995
Treasurer

John J. Gleason 51 Vice President, 1983
Employer Servic—Sales

Campbell B. Langdo 46 President. 2000

Employer Servic—Major
Account Divisior
Regina R. Les 50 President 1982
Employer Servic—National
Account Divisior

S. Michael Martont 59 Chief Operating Office 1987

Alfred A. Nietzel 45 Chief Financial Officel 2001
of Field Operations

Christopher R. Reid 50 Chief Financial Officel 2006

Carlos Rodrigue. 43 President, Employe 1999

Services Small Busines
Services Divisiol

Alan Sheines 49 Corporate Controller ant 1984
Principal Accounting Office
Jan Siegmun 43 President, Tax, Retiremel 1999

Insurance and Pi-

Employment Service
George |. Stoecke 58 President, Employe 1991
Services International

Messrs. Benson, Butler, Colotti and Martone hawehdren employed by ADP in senior executive passtimr more than the past fi



years.

Steven J. Anenen joined ADP in 1975. Pridnisopromotion to President, Dealer Services ind20@ served as Senior Vice President,
Dealer Services from 1998 to 2004.
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Benito Cachinero joined ADP in 2007 as Vicedtdent, Human Resources. Prior to joining ADPwhs Vice President, Human
Resources for the Medical Devices & Diagnosticsuprof Johnson & Johnson from 2004 to 2007, and tMade Vice President, Human
Resources for Ethicon, a Johnson & Johnson compfiaomg, 2001 to 2004.

John J. Gleason joined ADP in 1983. Pridnisopromotion to Vice President of Sales, Empldyervices in 2005, he served as Senior
Vice President of Sales, Dealer Services from 163805.

Campbell B. Langdon joined ADP in 2000 ase/Rresident, Strategic Development. Prior to hismqmtion to President — Major Account
Services Division in 2007, he served as Presideax, Retirement and Pre-Employment Services fro6826 2007.

Regina R. Lee joined ADP in 1982. Prior to pwmotion to President, National Account Servi¢asployer Services in 2005, she served
as President, Small Business Services, Employeticgsrfrom 2004 to 2005, and as Senior Vice Presjd&ervice, Small Business Services,
Employer Services from 2001 to 2004.

Alfred A. Nietzel joined ADP in 2001. Priav his promotion in 2007 to Chief Financial OfficEield Operations, he served as Corporate
Controller from 2006 to 2007, Chief Financial O#ic Employer Services in 2006, and Chief FinanOitficer, Dealer Services from 2001 to
2005.

Christopher R. Reidy joined ADP in 2006 as&/President and Chief Financial Officer. Priojoioing ADP, he was Vice President,
Controller and Chief Accounting Officer of the AT& orporation from 2003 to 2006, and Vice Presigamt Chief Financial Officer,
Business Services of AT&T Corporation from 2002683.

Carlos Rodriguez joined ADP in 1999. Priohts promotion in 2007 to President, Small Busir@ssrices, Employer Services, he served
as President of TotalSource, Employer Services 2600 to 2007.

Alan Sheiness joined ADP in 1984. Prior te fiomotion to Corporate Controller and Principatéunting Officer, he served as
President, Small Business Services, Employer Sesyfcom 2006 to 2007, as Chief Financial Offiemployer Services, from 2004 to 2005,
as General Manager of Tax, Retirement and Pre-Bm@at Services, Employer Services, from 2003 to42@dd as Chief Financial Officer
of Tax, Retirement and Pre-Employment Services, Ieyep Services from 1999 to 2003.

Jan Siegmund joined ADP in 1999. Prior togrimmotion to President, Tax, Retirement, Insuraarod Pre-Employment Services in 2007,
he served as Vice President, Strategic Developfmamt2004 to 2007 and as Senior Vice Presidentmaft&yic Development, Brokerage
Services from 2000 to 2004.

George I. Stoeckert joined ADP in 1991. Ptihis promotion to President, Employer Servicésternational in 2003, he served as
President — Major Account Services Division, Emglogervices from 1996 to 2003.

Each of ADP’s executive officers is electedd term of one year and until their success@shosen and qualified or until their death,
resignation or removal.
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Directors

See “Election of Directors” in the Proxy Staient for Company’s 2007 Annual Meeting of Stockleo$, which information is
incorporated herein by reference.

Section 16(a) Beneficial Ownership Reporting Compdince

See “Section 16(a) Beneficial Ownership RépgrCompliance” in the Proxy Statement for Compar3d07 Annual Meeting of
Stockholders, which information is incorporateddieiby reference



Code of Ethics

ADP has adopted a code of ethics that apfiiés principal executive officer, principal finaial officer, principal accounting officer and
persons performing similar functions. The codetbfos may be viewed online on ADP’s website at wadp.comunder “Ethics” in the
“About ADP” section.

Audit Committee

See “Audit Committee Report” in the Proxyt8taent for Company’s 2007 Annual Meeting of Stod#kos, which information is
incorporated herein by reference.

Item 11. Executive Compensation

See “Compensation of Executive Officers” &Btkction of Directors— Compensation of Non-Empley@irectors” in the Proxy Statement
for Company’s 2007 Annual Meeting of Stockholdevkjch information is incorporated herein by referen

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter

See “Election of Directors — Security Ownépsbf Certain Beneficial Owners and Managers” aktettion of Directors — Equity
Compensation Plan Information” in the Proxy Statetrier Company’s 2007 Annual Meeting of Stockhotderhich information is
incorporated herein by reference.

Item 13. Certain Relationships and Related Transa@ns, and Director Independence

See “Election of Directors — Corporate Gowgee” in the Proxy Statement for Company’s 2007 vahiMeeting of Stockholders, which
information is incorporated herein by reference.

Item 14. Principal Accountant Fees and Services

See “Independent Registered Public Accourfings’ Fees” in the Proxy Statement for Compar087 Annual Meeting of
Stockholders, which information is incorporateddierby reference.
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Part IV

Item 15. Exhibits, Financial Statement Schedules
(a) Financial Statements and Financial Statement Scheths
1. Financial Statements
The following report and consolidated finadatatements of the Company are contained inIR4tem 8 hereof:
Report of Independent Registered Public AccourfEing
Statements of Consolidated Earnings - years enateel 30, 2007, 2006 and 2005
Consolidated Balance Sheets - June 30, 2007 arl 200
Statements of Consolidated Stockholders’ Equitgarg ended June 30, 2007, 2006 and 2005
Statements of Consolidated Cash Flows - years ehdsel 30, 2007, 2006 and 2005

Notes to Consolidated Financial Statements

2. Financial Statement Schedule



Page in Form 1-K
Schedule Il - Valuation and Qualifying Accounts 86

All other Schedules have been omitted bectheseare inapplicable or are not required or iffierimation is included elsewhere in the
financial statements or notes thereto.

(b) Exhibits

The following exhibits are filed with this fo 10-K or incorporated herein by reference todbeument set forth next to the exhibit in the
list below:

3.1 - Amended and Restated Certificate of Incorporatiated November 11, 1998 - incorporated by referém&sxhibit 3.1 to
Compan’s Registration Statement No. -72023 on Form -4 filed with the Commission on February 9, 1¢

3.2 - Amended and Restated By-laws of the Company - parated by reference to Exhibit 3.2 to Company’sr@ut Report on
Form ¢-K, dated August 9, 20C

10.1 - Separation and Distribution Agreement, dated ddach 20, 2007, between Automatic Data Processimoy.and Broadridge
Financial Solutions, LLC - incorporated by refererig Exhibit 10.1 to Company’s Current Report onnr&-K, dated March
21, 2007
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10.2 - Letter Agreement dated as of June 28, 2006 betwetymatic Data Processing, Inc. and Gary C. Butlacorporated by
reference to Exhibit 10.2 to Compés Current Report on Forn-K, dated June 28, 2006 (Management Conti

10.3 - Key Employees’ Restricted Stock Plan - incorpordtgdeference to Company’s Registration Statement38-25290 on
Form $-8 (Management Compensatory Pl

10.4 - Supplemental Officers Retirement Plan, as amenl@sg§gement Compensatory Pl

10.5 - 1989 Non-Employee Director Stock Option Plan - mpooated by reference to Exhibit 10(iii)(A)-#7 t@@pany’s Annual

Report on Form 1-K for the fiscal year ended June 30, 1990 (Manag¢i@empensatory Pla

10.5(a - Amendment to 1989 Non-Employee Director Stock Qpftan - incorporated by reference to Exhibit 1HB)o Company’s
Annual Report on Form -K for the fiscal year ended June 30, 1997 (Managgi@empensatory Plal

10.6 - 1990 Key Employees’ Stock Option Plan - incorpadtdig reference to Exhibit 10(iii)(A)-#8 to CompasyAnnual Report on
Form 1(-K for the fiscal year ended June 30, 1990 (Manag¢i@empensatory Plal

10.6(a - Amendmentto 1990 Key Employees’ Stock Option Rlartorporated by reference to Exhibit 10(7)(aCmmpany’s Annual
Report on Form 1-K for the fiscal year ended June 30, 1997 (Manage¢i@empensatory Plal

10.7 - 1994 Directors’ Pension Arrangement - incorpordtgdeference to Exhibit 10(iii)(A)-#10 to CompasyAnnual Report on
Form 1(-K for the fiscal year ended June 30, 1994 (Manag¢i@empensatory Plai

10.8 - 2000 Stock Option Plan - incorporated by referandexhibit 10.8 to Company’s Quarterly Report oned.0-Q for the
fiscal quarter ended December 31, 2006 (Manage@empensatory Plat

10.9 - Amended and Restated Executive Incentive CompamsBian - incorporated by reference to Exhibit 16.Zompany’s
Quarterly Report on Form -Q for the fiscal quarter ended December 31, 200&n@dgement Compensatory Pl

10.9(a - Form of Performance Based Restricted Stock Awancedment under the Amended and Restated Executieatine
Compensation Plan - incorporated by reference tolx10.9(a) to Company’s Quarterly Report on FA®AQ for the fiscal
quarter ended December 31, 2(

10.10 - Change in Control Severance Plan for Corporatec@f$i, as amended - incorporated by reference tqp@oy’s Current
Report on Form-K dated June 16, 2006 (Management Compensatory

10.11 - Amended and Restated Employees’ Saving-Stock Optian - incorporated by reference to Exhibit 1ad Company’s
Quarterly Report on Form -Q for the fiscal quarter ended December 31, 200&8n@gement Compensatory Pl
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10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

2003 Director Stock Plan - incorporated by refeestacExhibit 10.6 to Company’s Quarterly Reportramm 10-Q for the
fiscal quarter ended December 31, 2003 (Manage@empensatory Plat

Amended and Restated Employees’ Savings-Stock BsedRlan - incorporated by reference to Exhibit3@ Company’s
Quarterly Report on Form -Q for the fiscal quarter ended December 31, 2

364-Day Credit Agreement, dated as of June 27, 28@6ng Automatic Data Processing, Inc., the Lengarty thereto,
JPMorgan Chase Bank, N.A., as Administrative AgBank of America, N.A., as Syndication Agent, arat@ays Bank
PLC, BNP Paribas, Citicorp USA, Inc., Deutsche BANew York Branch and Wachovia Bank, National édation, as
Documentation Agents - incorporated by referendexoibit 10.14 to Company’s Current Report on F&i, dated June 2!
2007

Five-Year Credit Agreement, dated as of June 28628mong Automatic Data Processing, Inc., the eengarty thereto,
JPMorgan Chase Bank, N.A., as Administrative AgBank of America, N.A., as Syndication Agent, arat@ays Bank
PLC, BNP Paribas, Citicorp USA, Inc., Deutsche BAkNew York Branch and Wachovia Bank National Agation, as
Documentation Agents - incorporated by referendexoibit 10.15 to Company’s Current Report on F&i, dated June 3I
2006

Five-Year Credit Agreement, dated as of June 29528mong Automatic Data Processing, Inc., the eengarty thereto,
JPMorgan Chase Bank, N.A., as Administrative AgBank of America, N.A., as Syndication Agent, arat@ays Bank
PLC, BNP Paribas, Citicorp USA, Inc., Deutsche B&ekurities Inc. and Wachovia Bank, National Asztien, as
Documentation Agents - incorporated by referendexoibit 10.16 to Company’s Current Report on F@&i, dated June 2!
2005

2000 Stock Option Grant Agreement (Form for Empés)e- incorporated by reference to Exhibit 10.Coonpany’s
Quarterly Report on Form -Q for the fiscal quarter ended September 30, 20hagement Compensatory Pl

2000 Stock Option Grant Agreement (Form for FreAskociates) — incorporated by reference to ExHiBil to Company’s
Quarterly Report on Form -Q for the fiscal quarter ended September 30, 20Mahagement Compensatory Pl

2000 Stock Option Grant Agreement (Form for Non-Ewee Directors) — incorporated by reference toiBixi0.1 to
Company'’s Quarterly Report on Form 10-Q for thedlsjuarter ended September 30, 2004 (Managemenp&usatory
Plan)

Directors Compensation Summary St
Summary of Compensation Arrangement for Arthur eivdact
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10.22

10.23

21

23

311

31.2

Letter Agreement, dated as of August 1, 2006, betwautomatic Data Processing, Inc. and ChristophdReidy —
incorporated by reference to Exhibit 10.22 to ConyaCurrent Report on Form 8-K, dated August )@(Management
Contract)

Letter Agreement, dated as of November 15, 200ydmn Automatic Data Processing, Inc. and S. Mickbtone —
incorporated by reference to Exhibit 10.23 to ConyaCurrent Report on Form 8-K, dated November2l®)6
(Management Contrac

Subsidiaries of the Compa
Consent of Independent Registered Public Accouriing
Certification by Gary C. Butler pursuant to Rules-14(a) of the Securities Exchange Act of 1!

Certification by Christopher R. Reidy pursuant tddr13i-14(a) of the Securities Exchange Act of 1!



32.1 - Certification by Gary C. Butler pursuant to 18 WLSSection 1350, as adopted pursuant to SectioroBie Sarbanes-Oxley

Act of 2002
32.2 - Certification by Christopher R. Reidy pursuant ®UW.S.C. Section 1350, as adopted pursuant todse®@6 of the Sarbanes-
Oxley Act of 200z
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AUTOMATIC DATA PROCESSING, INC.
AND SUBSIDIARIES
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS
(In thousands)
Column A ColumnB Column C Column D ColumnE
Additions
1) @)
Balance a Charged t¢ Charged Balance
beginning costs and to other at end of

of period  expenses accounts Deductions period

Year ended June 30, 2007:
Allowance for doubtful accounts:

Current $39,21( $14,09t $ -- $(22,509)(A)  $30,80:
Long-term $ 7,69¢ $1051 $ - $ (456)(A) $ 8,29i
Deferred tax valuation allowance $21,26: $ 9,71¢ $ 2632 $ -- $31,24:

Year ended June 30, 2006:
Allowance for doubtful accounts:

Current $38,03¢ $16,82¢t $ -- $(15,659(A)  $39,21(
Long-term $ 8,172 $131¢ $ - $ (1,795(A) $ 7,69¢
Deferred tax valuation allowance $19,85: $ 1,748  $(33¢((C) $ = $21,26:

Year ended June 30, 2005:
Allowance for doubtful accounts:
Current $36,60( $16,67: $ - $(15,2349(A)  $38,03¢
Long-term $ 8,57¢ $ 1,32¢ $ (1,73)(A) $ 8,17:
Deferred tax valuation allowance $18,51( $238 $ -- $ (1,049)(B)  $19,85:

&
1
i

(A) Doubtful accounts written off, less recover@saccounts previously written off.

(B) A portion of this allowance is related to thet deferred tax assets recorded in purchase adogutite recognition of which is allocated to
reduce goodwill. The remaining portion reduceddhaent year provision for income taxes.

(C) Related to foreign exchange fluctuation.
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SIGNATURES

Pursuant to the requirements of Section 185¢d) of the Securities Exchange Act of 1934, Rlegistrant has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized



AUTOMATIC DATA PROCESSING, INC
(Registrar

August 29, 200° By /s/ Gary C. Butle
Gary C. Butlel

President and Chief Executive Offic

Pursuant to the requirements of the Secsriiichange Act of 1934, this report has been sitpedmlv by the following persons on behalf
of the Registrant in the capacities and on thesdatticated.

Signature Title Date

/s
Gary C.Butler President and Chief Executi August 29, 200°
(Gary C. Butler) Officer, Director

(Principal Executive Officer

/s
Christopher R. Reid Chief Financial Office! August 29, 200°
(Christopher R. Reidy (Principal Financial Officer

/s
Alan Sheines Corporate Controlle August 29, 200°
(Alan Sheiness (Principal Accounting Officer

/s
GregoryD. Brennemai Director August 29, 200°

(Gregory D. Brennemat

/si
Leslie A. Brun Director August 29, 200°
(Leslie A. Brun)

/s
Leon G. Cooperma Director August 29, 200°
(Leon G. Coopermar

/s
R. Glenn Hubbar Director August 29, 200°

(R. Glenn Hubbard

/si
John PJones Director August 29, 200°
(John P. Jone:

/s
FredericV. Malek Director August 29, 200°
(Frederic V. Malek

/si
Henry Tauk Director August 29, 200°
(Henry Taub!

/s
Arthur F. Weinbact Director August 29, 200°

(Arthur F. Weinbach




Exhibit 10.4
AUTOMATIC DATA PROCESSING, INC.
SUPPLEMENTAL OFFICERS RETIREMENT PLAN

The purpose of this Supplemental Officers iRRetent Plan (the "Plan") is to provide an additionaans by whicAUTOMATIC DATA
PROCESSING, INC.may attract, retain and encourage the productifcetefof a select group of corporate vice presigdamd more senior
corporate officers who provide valuable serviceattfrOMATIC DATA PROCESSING, INC. and its subsidiariesThe Plan provides
supplemental retirement benefits to qualifying iogpants.

The Plan is as follows:

ARTICLE |
DEFINITIONS
The following terms when used in this Planlishave the designated meaning, unless a differe@ning is clearly required by the context.

1.1 Annual Plan Benefit. The Annual Plan Benefit shall be the annual amotiat Participant's Plan benefit calculated in adaoce
with the provisions of Section 3.1 below.

1.2 Annual Benefit Multiplier. The Annual Benefit Multiplier shall be 1-1/2%.

1.3 Committee.Three board members or senior officers of the Qatjan appointed from time to time by the Boardifectors of the
Company.

1.4  Board.The Board of Directors of the Company.
1.5 Code.The Internal Revenue Code of 1986, as amended.
1.6 Company.Automatic Data Processing, Inc. ("ADP") and itssidtaries, and ADP's successors.

1.7  Early Retirement Date.The date on which a Participant attains age s&®.(

1.8 Final Average Annual Pay.The average annual compensation of a Participauhéofive full consecutive calendar years during
his Future Service period during which he receitredlargest total amount of compensation. Forghipose, a Participant’s “compensation
shall mean the total compensation actually paidosrued by the Company to or for such Participacitiding, without limitation, bonuses
paid or accrued (other than any bonuses paid suedainder the Company’s three-year GIP growthritiee plan), performance incentive
payments and the like and restricted stock pladspangrams (other than (A) the Company’s 2005 figear and 2006 fiscal year brohdse«
performance-based restricted stock programs (PBRShich all “letter grade” associates participased (B) the Company’s two-year
accelerated revenue PBRS programs (i.e. the AR#sjirst of which commenced in the Company’s 208@al year), and excluding
relocation pay, compensation derived from stockomst stock appreciation rights or any similar glgorovided that, notwithstanding
anything to the contrary set forth herein, amouetferred at such Participant’s election under a disscribed in section 401(k) of the Code,
and the value (at time of grant) of any stock apticant made in lieu of a bonus payment, shalhbrided in such Participant’s
compensation.The Company’s chief executive offstell determine the value of any stock option graatle in lieu of a bonus payment,
which value shall not, in any event, be: (i) grediten the “target bonus” amount of the stock apticant was made in lieu of (the
“Substituted Amount”) or (ii) less than the amosuath Participant would have received had the fanggstock option grant not been made
and the normal bonus “scoring” methodology beeriegto the Substituted Amount, provided that saoiount shall not exceed the
Substituted Amount. The value of such stock opgirant shall be included in a Participant's comp#agrdn the calendar year in which the
bonus (which the stock option was granted in liumuld have otherwise been paid or accrued. Tdlee/(on the date that restrictions lag
of a Participant’s restricted stock with restriasdapsing during the Company'’s fiscal year thajfife during the applicable calendar year
shall be included in the Participant’'s compensatiorsuch calendar year; provided that, in the cdgestricted stock that is includable in a
Participant’s compensation for calendar year 2€9¥ yalue of such restricted stock will be deteedily multiplying (a) the price of a share
of the Company’s common stock on the date theicéisins thereon lapse (determined consistently witht practice), by (b) the number
resulting from multiplying the aggregate numbeimziudable restricted shares by a fraction, the enator of which is the “last tradgtice of
a share of the Company’s common stock on the tgadiite immediately prior to the date the Spin-offurs and the denominator of which is
the “first trade” price of the Company’s commoncit@n the trading date on which the Spin-off hasuoed.
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1.9  Future Service A Participant's period of full calendar years ofitiouous employment with the Company after his Plan
participation has begun. Leaves of absence ofthesssix months may be taken into account as F8areice, to the extent provided by the
Committee. The Committee may, in the applicablepBment, grant a Participant prior service crealitdetermining the length of his Future
Service period. In addition, at the discretionh® Company’s Chief Executive Officer, for the calanyear in which a Participant incurs
either an involuntary severance or severance wdntitles the Participant to severance pay unde€Ctirapany’s severance policy, the
Participant shall be credited with one full calengear without regard to when such severance payittates. Such service shall in no event
be duplicative of service otherwise credited urtterPlan and shall not be extended under this pimvibeyond the calendar year in which
severance pay commences.

1.10 Government Sponsored Plan Benefithe annual amount of benefits to which a Partidiggentitled on his Normal Retirement
Date under all government sponsored retirementftigii@ns (including, without limitation, Participds Social Security benefits). A
Participant's government sponsored retirement Ipdanefits shall be expressed as an annual amothnt iorm of an actuarially equivalent
straight life annuity starting on his Normal Retirent Date.

1.11  Maximum Annual Benefit Limitation. The Maximum Annual Benefit Limitation shall be 25%a Participant's Final Average
Annual Pay.

1.12  Normal Retirement Date.The date on which the Participant attains age gixgy (65).

1.13 Other Retirement Benefits.The sum of the Participant's Private Sector PlameBts and his Government Sponsored Plan
Benefits.

1.14  Participant. An individual who has been designated as a Paatitipy the Committee pursuant to Article Il.
1.15 Pension Plan. Automatic Data Processing, Inc. Pension RetirerRéam.

1.16 Private Sector Plan BenefitsThe annual amount of benefits to which a Partidiimentitled on his Normal Retirement Date
under all retirement plans maintained by the Comggather than this Plan), or by any former or sgjosst employer of Participant (other
than a governmental body covered by Section 1.b0edbwhether as a periodic payment, as a lump sumtherwise. A Participant's Private
Sector Plan Benefits shall be expressed as an bamaaint in the form of an actuarially equivaletraght life annuity starting at his Normal
Retirement Date.

1.17 Spin-off. The tax-free spin-off of the Company’s Brokeragevides Group business.

1.18 SupplementA supplement attached to and made a part of this, R¥hich shall set forth for each Participant apgcial
conditions applicable to him.

1.19 Termination of Employment.References hereunder to a Participant's terminafi@mployment, the date a Participant's
employment terminates and the like, shall refeahtoceasing of the Participant's employment with@ompany for any reason.

1.20 Vested Percentagdexcept to the extent set forth in Sections 3.4@bduntil a Participant completes 5 full calengears of
Future Service, such Participant's Vested Percerghall be 0% and he shall not be entitled to dag Penefits hereunder. Upon completing
5, 6,7, 8,9, and 10 or more full calendar ye&iSuture Service, a Participant's Vested Percerahgh be 50%, 60%, 70%, 80%, 90%, and
100%, respectively. The Committee may, in the applie Supplement, grant a Participant prior seretedit for determining his Vesting
Percentage purposes. Any Participant who has paissetje of 55 and served as a corporate officen@we than 5 years as of the effective
date of this Plan, January 1, 1989, shall be 1088ted in all of his plan benefits hereunder.

ARTICLE Il

ELIGIBILITY

(&) The Committee may at any time and ftione to time (but prospectively only) designaty anrporate vice president or any more
senior corporate officer of the Company as a Fpditt in the Plan; provided that such person ppgtes to the maximum extent permissible
in the Company's other retirement plans (includimighout limitation, the Automatic Data Processiht;. Retirement and Savings Plan and
the Automatic Data Processing, Inc. Pension RetrdrRlan) during the entire period he is a Pauiaipn the Plan



(b) A person shall automatically ceasbda Participant on the earlier to occur of the dax which: (i) he is no longer a corporate vice
president or a more senior corporate officer of@eenpany; or (ii) he ceases to participate to th&imum extent permissible in the
Company's retirement plans (including, without taion, the Automatic Data Processing, Inc. Retaetrand Savings Plan and the
Automatic Data Processing, Inc. Pension RetirerRéant).

ARTICLE Il

RETIREMENT BENEFITS

3.1 In General.

(&) A Participant's Annual Plan Benefittise product of (i) his Final Average Annual Pay,Kis Future Service period, (iii) the Annual
Benefit Multiplier and (iv) his Vested Percentatiesn subtracting from such product the amount payafder the Pension Plan pursuant to a
transfer from the Plan to the Pension Plan; praVitiat, in no event, may the Participant’'s AnndahMBenefit exceed the Maximum Annual
Benefit Limitation applicable to him (including amynount transferred to the Pension Plan).

(b) In addition, the Annual Plan Beneftitaerwise payable to a Participant under the Plzasg benefit formula set forth in Section 3.1
(a) above shall be reduced to the extent necetsaguse the total of (i) Participant's Annual Fiiemefits and (ii) Participant's annual Other
Retirement Benefits not to exceed 60% of Partidipdfinal Average Annual Pay.

(c) A Participant's benefits under thiarP$hall be expressed as an annual amount intfmedioa straight life annuity or, at the
Committee's election, another actuarially equivageryment option (other than a lump sum).

3.2 Normal Retirement Benefit.Unless the Participant has commenced payments timel€lan pursuant to Section 3.3 below, the
Company will pay the Participant a monthly benedigrting on the first of the month after NormatiRenent Date and ending with the
payment for the month in which his death occursyjated that no benefit shall be paid hereunderasndand until such Participant has ceased
to be employed by the Company. Such monthly berkéitl be ondwelfth of such Participant's Annual Plan Beneéteimined in accordan
with the provisions of Section 3.1 above.

3.3 _Early Retirement Benefit. The Company will pay the Participant a monthly Hirstarting on the first of the month followingshi
Early Retirement Date and ending with the paymenttie month in which his death occurs; provideat tio benefit shall be paid hereunder
unless and until such Participant has ceased #oripboyed by the Company. Such monthly benefit dbaih an amount equal to the product
of the monthly benefit the Participant would hagegived under Section 3.2 if the Participant hadroenced receiving payments under the
Plan on his Normal Retirement Date, actuariallyucedl to reflect the commencement of the paymeBRtarf benefits before his Normal
Retirement Date.

3.4 Disability Retirement Benefit.If a Participant shall incur a Disability while efoped by the Company, the Company shall pay
such Participant a monthly benefit starting onftret day of the calendar month after the dateDhgability begins and ending with the
payment for the calendar month in which his deattucs or his disability ends, whichever occurg figich monthly benefit (which shall not
be reduced by, and shall not reduce, the ben#fény, payable to a Participant under the Compahghg Term Disability Insurance
Program) shall be calculated in the same way &saaly Retirement benefit under Section 3.3, basetis Final Average Annual Pay when
his Disability begins (which will, for purposes thiis Section 3.4 only, be determined over less fhanfull consecutive calendar years to the
extent that his Future Service period is less thanyears), except that (i) the Vested Percensdigd! always be 100%, (ii) there shall not be
any actuarial reduction to reflect the commenceréttie payment of benefits before his Normal Retient Date, and (iii) there shall not be
any Future Service period accrual during his DiggbFor purposes of this Section 3.4, "Disabilighall have the same meaning, and she
determined in the same manner, as it is determindér the Company's Long Term Disability InsuraRoegram as in effect on the date the
Disability begins.

3.5 No Duplication.In no event shall benefits become payable to amycifgnt under more than one Section of this Aetidl.
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ARTICLE IV
FORFEITURES

4.1  Forfeiture for Competitive Employment. If a Participant violates the non-competition psions of any agreement he has entered
into with the Company after his employment termésabr if his employment with the Company is teméa on account of his dishonesty




gross negligence, such Participant shall forevdriaavocably forfeit all benefits otherwise duenhiinder the terms of the Plan.

4.2  Limitation. If any provision of this Article IV shall be unenfieable as a matter of law, it shall be constroeapply to the greatest
extent permitted by law so as to give effect taritended purposes.

ARTICLE V

CONDITIONS RELATED TO BENEFITS

5.1  Administration of Plan. The Committee shall administer the Plan and slzaletthe sole and exclusive authority to interpret,
construe and apply its provisions. The Committes| $tave the power to establish, adopt and revisé sules and regulations as it may deem
necessary or advisable for the administration efRlan and the operation of the Committee's aieté/ih connection therewith. All decisions
of the Committee shall be by vote or written consdrthe majority of its members and shall be fiaatl binding. Members of the Committee
shall be eligible to participate in the Plan whilrving as a member of the Committee, but a mewftitbie Committee shall not vote or act
upon any matter which relates solely to such merirbkis capacity as a Participant.

5.2  Grantor Trust. The Committee may, at its discretion, have the Camgreate a grantor trust (within the meaningeation 671 ¢
the Code) in connection with the adoption of tHsnRo which it may from time to time contribute aamts to accumulate an appropriate
reserve against its obligations hereunder. Nottatiding the creation of such trust, the benefitetneder shall be a general obligation of the
Company. Except to the extent that the benefit artsopayable hereunder have been specifically tearesf for an identified Participant into
the Pension Plan pursuant to the terms and conditbthe Pension Plan and are payable thereuadRatticipant shall have only a
contractual right as a general creditor of the Canypto the amounts, if any, payable hereunder aok gght shall not be secured by any
assets of the Company or the trust.

5.3  No Right to Company AssetsExcept to the extent that benefit amounts have bpeaifically transferred for an identified
Participant into the Pension Plan pursuant togh@s and conditions of the Pension Plan and arahbp@yhereunder, neither a Participant nor
any other person shall acquire by reason of the &bg right in or title to any assets, funds omemy of the Company whatsoever including,
without limiting the generality of the foregoingyyaspecific funds or assets which the Company neagside in anticipation of a liability
hereunder, nor in any policy or policies of insw@ion the life of a Participant owned by the Conypan
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5.4  No Employment RightsNothing herein shall constitute a contract of comitig employment or in any manner obligate the
Company to continue the service of a Participanghdigate a Participant to continue in the sendgtéhe Company, and nothing herein shall
be construed as fixing or regulating the compeargiaid to a Participant.

5.5 Company's Right to Terminate and AmendThe Company reserves the right in its sole disonedit any time to amend the Plal
any respect or terminate the Plan. Notwithstanthiegforegoing, no such amendment or terminatiofi sdduce the amount of the benefit
theretofore vested by any Participant or changedngitions required to be satisfied to receivenpant of such past accrued benefit based on
the provisions of the Plan as theretofore in effeot this purpose, the amount of a Participartsued benefit as of the date of any plan
amendment or termination shall be determined @eifarticipant was then retiring in accordancé B8iection 3.3 with his actual Vested
Percentage accrued as at such date; provided thatCompany is terminating the Plan and if aiBigidnt has not completed at least 5 years
of Future Service, Participant's Vested Percenshgél be (i) 40% if he has completed 4 years ofifuService, (ii) 30% if he has complete
years of Future Service, (iii) 20% if he has cortgde? years of Future Service, (iv) 10% if he hampleted 1 year of Future Service, and
0% if he has not completed 1 year of Future Service

5.6  Protective ProvisionsThe Participant shall cooperate with the Companfubyishing any and all information requested by th
Company in order to facilitate the payment of béadfereunder.

5.7  Right of Offset.If at the time any payment is to be made hereuadearticipant is indebted to the Company or othesgubject to
a monetary claim by the Company, the payments m@ngato be paid to the Participant under the Play,mat the Company's discretion, be
reduced by setoff against the amount of such iredltgtss or claim.

5.8  No Third Party Rights. Nothing in this Plan or any trust established pantio Section 5.2 hereof shall be construed taterany
rights hereunder in favor of any person (other thenCompany and any Participant) or to limit trer@any's right to amend or terminate the
Plan in any manner subject to Section 5.5 hereof.
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ARTICLE VI



MISCELLANEOUS

6.1 Nonassignability.No rights or payments to any Participant shall ldgect in any manner to anticipation, alienaticalestransfer,
assignment, pledge, encumbrance or charge, whethertary or involuntary, and no attempt so to eiptite, alienate, sell, transfer, assign,
pledge, encumber or charge the same shall be valicshall any such benefit or payment be in any ledble for or subject to the debts,
contracts, liabilities, engagements or torts of Bayticipant or subject to levy, garnishment, ditaent, execution or other legal or equitable
process. No part of the amounts payable shallr psiactual payment, be subject to seizure or strpt®n for the payment of any debts,
judgments, alimony or separate maintenance owetRgrticipant, nor be transferable by operatiolawfin the event of a Participan
bankruptcy or insolvency.

6.2  Withholding. To the extent required by law the Company shabtuéiled to withhold from any payments due hereuraay
federal, state and local taxes required to be within connection with such payment.

6.3 _Gender and NumberWherever appropriate herein, the masculine shamtiee feminine and the singular shall mean theaptbr
vice versa.

6.4  Notice.Any notice required or permitted to be made unterRIan shall be sufficient if in writing and hathelivered, or sent by
registered or certified malil, to (a) in the casaafice to the Company or the Committee, the ppalcdffice of the Company, directed to the
attention of the Secretary of the Committee, andn(lthe case of a Participant, such Participdidfee or business address maintained in the
Company's personnel records. Such notice shalebmdd given as of the date of delivery or, if d=ljvis made by mail, as of the date shown
on the postmark or on the receipt for registraborertification.

6.5 Validity. In the event any provision of this Plan is heldalid, void or unenforceable, the same shall naciffin any respect
whatsoever, the validity of any other provisiorttig Plan.

6.6  Applicable Law. This Plan shall be governed and construed in aecmewith the laws of the State of New Jersey.

ARTICLE VII

SURVIVOR BENEFITS

7.1 General Rule. In the event of the death of a participant what ieast 35 years of age at the time of his deali, iw vested in
accordance with the provisions of Paragraph 1.2@ veho dies prior to commencing payment of hise&tenefit under the Plan, a surviving
spouse benefit shall be payable under Sectiorpvo®jded, however, that a participant who otherwisets the requirements of this Section
7.1 and who is employed by the Company on or #tmyust 9, 2007 , may elect to waive the survivipguse benefit provided under Section
7.2 and instead elect the survivor benefit provideder Section 7.3. The waiver and election praVigieder this Section 7.1 must be made by
the participant prior to his death and in accor@éanith procedures adopted by the Committee.

7.2 Surviving Spouse Benefit The surviving spouse of a deceased participaotatherwise meets the conditions set forth in
Section 7.1 shall be entitled to receive a surng\dpouse benefit that is actuarially equivaleri@éo of the participant’s vested benefit under
the Plan determined as of the date of his deatis. Sthviving spouse benefit shall be payable mgrakla straight life annuity benefit and
shall be calculated in accordance with the bemdfith the participant would have been entitledeteive at his Normal Retirement Date
actuarially adjusted for the 50% joint and survimanuity form of payment and actuarially reducedg@ayment prior to the participant’s
Normal Retirement Date. Payment of the survivinguse benefit shall commence on the later of (i)t the participant would ha
attained age 60 had the participant survived saoth age or (ii) the date of the participant’s Heat

7.3 Survivor Benefit . If elected pursuant to 7.1 herein, the benefictirgt deceased participant who meets the condienhorth
in Section 7.1 shall be entitled to receive a stowbenefit that is actuarially equivalent to 50%te participant’s vested benefit under the
Plan determined as of the date of his death. Turigwor benefit shall be payable monthly as an dyrhenefit for a guaranteed period of ten
years and shall be calculated in accordance wittbémefit which the participant would have beeiitledtto receive at his Normal Retireme
Date actuarially adjusted for the guaranteed tem ganuity form of payment and actuarially reduftechayment prior to the participant’s
Normal Retirement Date. Payment of the survivordfiéshall commence on the later of (i) the dateghrticipant would have attained age
had the participant survived until such age ort(i@ date of the participant’s death. For purpagekis Section 7.3, a participant may
designate his spouse, children, domestic partmer trust for the benefit of the participant’s speuchildren, or domestic partner, whichever
the case may be, as a beneficiary entitled to peoéithe benefit provided hereunder.
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(@)

(b)

(©

©)

1.2

(@)
(b)

Supplement A
In General

As of the Spin-off date, Participants sf@nring to Broadridge Financial Solutions, IndBi®adridge”) are no longer eligible to
participate in the Plan, except executive with eayieé identification number 100600 (“Executive”).

As of the Spin-off date, Executive’s aamiibenefit under the Plan shall be the Executipegected accrued benefit at the age of 65
based upon terms and factors agreed up@ppendix A .

If Executive voluntarily terminates empiognt with Broadridge prior to age 65, Executivecsraed benefit will be re-calculated to
what Executive would have accrued from the Spindate to the last day employed at Broadridge.

Executive will no longer be an eligible fapant of the Plan if Executive becomes a pgptai in any supplemental officers
retirement plan sponsored by Broadridge, whosegemma substantially similar to the Plan as of thim-9ff date. Such determination
shall be made solely by the Company.

Distributions

Executive’s benefits shall commence orgbith birthday, whether or not Executive is still@ayed at Broadridge.

Executive’s elections shall be irrevocable.
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Appendix A to Supplement A

Agreed Upon Assumptions to Project the Benefits tBge 65

1- Projected base pay increase of 4% to age 65
2- Target bonus percent increase of 4% to age 65
3- Average of the high & low of the ADP stock priae the day of the spin projected at 8% to age 65
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Supplement B

Notwithstanding anything in this Plan to the contr&ach Participant with an employee identificattmimber listed below, shall

receive a distribution from this Plan commencingfthe first day of the month following the attaiant of age 65.

Employee Identification Number

() 103621
(i) 103594
(i) 103724
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Exhibit 10.20
DIRECTORS COMPENSATION

Non-employee Directors receive compensation for bsardice as follows:

Annual Retainer . $65,000, paid in the form of restricted stock unt€ommon Stock

. $40,000, paid in the form of restricted stock unit€€ommon Stock or
in cash, at the option of the Direcfor

Attendance fees—Board meetings $2,000 in cash, per meeting
Attendance fees—Committee meetings $1,500 in cash, per meeting
Chairperson fees $10,000 in cash, for Audit Committee

$5,000 in cash, for Executive Committee, Compeasafiommittee and
Nominating/Corporate Governance Commit

Other Options to purchase 5,000 shares of Common Stackeze

* Effective following the Company’s 2007 Annual Mewry of Stockholders.




Exhibit 10.2:

Summary of Compensatory Arrangement for Mr. Weitbac

Arthur F. Weinbach is paid an annual retainer &®%800 to serve as non-executive chairman of tlaedof directors, based on the
duties and responsibilities that Mr. Weinbach assin that capacity. These duties include, amohgret attendance at any and all meetings
of the committees of the board, assistance to dhn@mating/corporate governance committee in selgand recommending new director
candidates, assisting the compensation committeedluating the performance of the company’s ohiefcutive officer, setting the board
agendas (in consultation with chief executive @ffjcand assisting the chief executive officer Hreboard to focus on strategic direction,
value systems and culture.




Name of Subsidiar

71 Hanover Florham Park Associates LLC
ADP Atlantic, LLC

ADP Belgium CVA

ADP Clearing do Brasil Ltda.

ADP Broker-Dealer, Inc.

ADP Business Services (Shanghai) Co., Ltd.
ADP Canada Co.

ADP Canada Holding Co.

ADP Commercial Leasing, LLC

ADP Dealer Services Deutschland GmbH
ADP Dealer Services France SAS

ADP Dealer Services Italia s.r.l.

ADP Dealer Services UK Limited

ADP Employer Services GmbH

ADP Europe S.A.

ADP France SAS

ADP GlobalView B.V.

ADP Group UK Limited

ADP GSI Espana S.A.

ADP GSI France SAS

ADP Holding B.V.

ADP, Inc.

ADP Indemnity, Inc.

ADP Nederland B.V.

ADP Network Services International, Inc.
ADP of North America, Inc.

ADP of Roseland, Inc.

ADP Pacific, Inc.

ADP Payroll Services, Inc.

ADP Pleasanton National Service Center, Inc.
ADP Screening and Selection Services, Inc.
ADP Tax Services, Inc.

ADP TotalSource Group, Inc.

ADP Vehicle Information Technology (Shanghai) Qdd
Automatic Data Processing Limited
Automatic Data Processing Limited (UK)
Automatic Data Processing SPRL
Automotive Directions, Inc.

Autosys GmbH

Business Management Software Limited
Digital Motorworks Holdings, Inc.
Employease, Inc.

GSI Transport Tourisme S.A.

VirtualEdge, Inc.

EXHIBIT 21

Jurisdiction of
Incorporation
New Jersey
Delaware
Belgium
Brazil
New Jersey
China
Canada
Canada
Delaware
Germany
France
Italy
United Kingdom
Germany
France
France
Netherlands
United Kingdom
Spain
France
Netherlands
Delaware
Vermont
Netherlands
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Colorado
Delaware
Florida
China
Australia
United Kingdom
Belgium
Wisconsin
Germany
United Kingdom
Texas
Delaware
France
Delaware

In accordance with Item 601(b)(21) of RegulatioK 3he Company has omitted the names of particubasidiaries because the unnamed
subsidiaries, considered in the aggregate as &sngsidiary, would not have constituted a sigaifit subsidiary as of June 30, 2007.




EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by referdndeegistration Statement Nos. 33-46168, 333-10383;10277, 333-103935, 333-110395,
333-110393 and 333-110392 on Form S-8 of our repothe consolidated financial statements and @isdistatement schedule of Automatic
Data Processing, Inc. dated August 29, 2007, (wkigitesses an unqualified opinion and includesaggtbry paragraphs regarding the
Company’s adoption of Staff Accounting Bulletin N8, “Considering the Effects of Prior Year Migstaents When Quantifying
Misstatements in Current Year Financial Stateméaffective July 1, 2006, the recognition and distlre provision of statement of Financial
Accounting Standards No. 158. “Employers’ Accougtiar Defined Benefit Pension and Other Postret@enilans an amendment of FAS
Statements No. 87, 88, 106, and 132(R),” effeclivee 30, 2007, and Statement of Financial Accogriandards No. 123(R), “Share-Based
Payments,” as revised, effective July 1, 2005) @andreport dated August 29, 2007 relating to mamegg’'s report on the effectiveness of
internal control over financial reporting appearinghis Annual Report on Form 10-K of AutomatictB&rocessing, Inc. for the year ended

June 30, 2007.

/s/ Deloitte & Touche LL
New York, New York
August 29, 200°




EXHIBIT 31.1
Certification Pursuant to Rule 13a-14(a) of the Serities Exchange Act of 1934
I, Gary C. Butler, certify that:
1. I have reviewed this annual report on Form 16flutomatic Data Processing, Inc.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoidge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed under
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportitigat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably likely

to materially affect, the registrant’s internal twhover financial reporting; and

5. The registrant’s other certifying officer(s) alngiave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the registeability to record, process, summarize and refiwancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrastinterna
control over financial reporting.

Date: August 29, 2007

/sl Gary C. Butle
Gary C. Butlel

President and Chief Executive Offic




EXHIBIT 31.2
Certification Pursuant to Rule 13a-14(a) of the Serities Exchange Act of 1934
I, Christopher R. Reidy, certify that:
1. I have reviewed this annual report on Form 16flutomatic Data Processing, Inc.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoidge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed under
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportitigat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably likely
to materially affect, the registrant’s internal twhover financial reporting; and

5. The registrant’s other certifying officer(s) alngiave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the registeability to record, process, summarize and refiwancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrastinterna
control over financial reporting.

Date: August 29, 2007

/sl Christopher R. Reit
Christopher R. Reid
Chief Financial Office




EXHIBIT 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Autatic Data Processing, Inc. (the “Company”) on FAOK for the fiscal year ending June
30, 2007 as filed with the Securities and ExchaBgmmission on the date hereof (the “Report”), InGa. Butler, President and Chief
Executive Officer of the Company, certify, pursuamil8 U.S.C. § 1350, as adopted pursuant to 9lte Sarbane®xley Act of 2002, tha

(1) The Report fully complies with the requiremeeof section 13(a) or 15(d) of the Securitiestizxge Act of 1934; and

(2) The information contained in the Reportlfapresents, in all material respects, the finanmiadition and results of operations of the
Company.

/sl Gary C. Butle

Gary C. Butlel

President and Chief Executive Offic
August 29, 200°




EXHIBIT 32.2
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Autatic Data Processing, Inc. (the “Company”) on FAOK for the fiscal year ending June
30, 2007 as filed with the Securities and ExchaBgemission on the date hereof (the “Report”), Iri€tbpher R. Reidy, Chief Financial
Officer of the Company, certify, pursuant to 18 ICS§ 1350, as adopted pursuant to § 906 of theaBas-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeeof section 13(a) or 15(d) of the Securitiestizxge Act of 1934; and

(2) The information contained in the Reportlfapresents, in all material respects, the finanmiadition and results of operations of the
Company.

/sl Christopher R. Reit
Christopher R. Reid
Chief Financial Office
August 29, 200°




