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Part |
Item 1. Business

Automatic Data Processing, Inc., incorporated ifalyare in 1961, and its subsidiaries (collectivéADP") are engaged in the computing
services business. The following summary desci#i#R's activities.

Industry Segment

All of ADP's computing services enable clients togess and/or distribute data (their own, ADP'#hat of third parties) and/or to
interactively access and utilize ADP and third palatabases and information, utilizing ADP's baiateractive and client site systems.

Employer Services

ADP's Employer Services offers a comprehensiveaarigayroll, payroll tax deposit and reportingntan resources (HR), benefits
outsourcing, timekeeping, 401(k) recordkeeping, ameimployment compensation management serviceseTweevices are provided to over
350,000 clients engaged in a wide variety of busgas. In addition to its direct marketing, ADP hasketing relationships with many banks
and accountants whereby ADP offers its serviceldw business clients. Employer services are efférom 40 computer centers and 73
satellite sales and service centers in the Unitate§, 14 computer centers in Western Europe aad¢emter in Canada. For clients who desire
to do their own processing, client site payroll & software is available.

Payroll and tax filing services comprise over 87REmployer Services' revenue. Payroll servicesuidelthe preparation of pay checks and
direct deposits, along with supporting journalsnsaries and management reports. ADP also suppkeguarterly and annual social secu
medicare, and federal, state and local income ithhwlding reports required to be filed by emplayand employees.

ADP's tax filing services process federal, statlanal payroll taxes on behalf of ADP clients aachit such taxes to the appropriate taxing
authorities when due. As new products evolve (sischew hire reporting, ADP check/full service dirgeposit and wage garnishment
payment), the ADP Tax Filing center is also resfidador the efficient movement of funds and infation to third parties. Over 260,000
clients rely on tax filing to assure regulatory qaiance.

Approximately 45% of Employer Services' payroll ggayroll tax filing services revenue for the pdstt fiscal years have been attributable
to its heartland accounts (companies with betweandl99 employees), approximately 40% to major aetso(between 100 and 999
employees) and approximately 15% to national actsofwith 1,000 or more employees).

Autopay continues to be ADP's most popular, flexidshd comprehensive payroll product with over 226 €lients. Recently, PC/Payroll for
Windows was introduced. ADP offers EasyPay, a sémlplw-cost, outsourcing payroll solution for apgroately 100,000 clients in the
heartland
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market. For heartland clients who prefer clierg pitocessing for managing payroll and payroll ta*&3P has a PC-based product called
SoftPay. For national accounts clients, ADP's Gl&erver Series provides fully integrated cliete giayroll, HR and benefits administration
and outsourcing services. ADP's Application Grauwgtalls and implements client server systems foPAllents and other users of server
technology.

Full Service Direct Deposit in association with ordpank partners permits employers to easily, ta@dd economically make electronic
direct deposits to employee bank accounts. ADR$ yenture with Checkfree Corporation provideseienic banking and bill payment
services to small businesses to help them manageyramd improve their accounts payable process.

ADP's HR services, operating in conjunction wittliant's payroll database, provide comprehensiverdkeeping HR services, including
benefits administration and outsourcing, appli¢eattking, employee history and position controle Marious HR systems run on standalone
PC's, local or wide area networks or client/sesystems.

ADP Total Time provides a comprehensive time-keggiystem fully integrated into ADP's payroll sysgeiADP's unemployment
compensation service aids clients in managing addaing unemployment insurance costs. ADP's Paeschttd One Write accounting
packages are sold through retail channels.

ADP also offers 401(k) recordkeeping, benefits adstiation and benefits consulting. Comprehens¥g(K) administrative services relating
to defined benefit plans, flexible spending, headtle and other group benefits are offered.

As more ADP clients become multinational in scapbecomes increasingly important to offer servioasa global scale. Last January, ADP
acquired Paris-based GSI, Europe's largest prowiteayroll and related HR services. In Europe, ADdervices for payroll and HR
management are now provided in Belgium, Francem@gy, Italy, the Netherlands, Spain, Switzerland @re United Kingdom. This makes
ADP the first provider of integrated payroll and IS8 vices to U.S. corporations and their Europeésidiaries.

Brokerage Services

ADP's Brokerage Services provides high qualityhrégeed securities transaction processing, invesfuport tools, market data services, and
investor communications related services to tharfaial community worldwide. ADP is the largest gd®r of such thirdparty processing ar
retail equity information systems in the U.S. arah@da. Brokerage Services now supplies over 2j608 fjlobally with technology-based
information solutions.

ADP provides front-office database, news, analgtid quotation services for the investment and begjeecommunity through terminals
located on brokers' desks. ADP provides such seswitrough interactive work stations (utilizingeclt-server architecture) for all active
equity securities, commodities, currencies, aner@dt rate futures. ADP also offers its internatlarients realime news processing syster
real-time fixed income, foreign exchange and mameyket information, and sophisticated analytics PADPower Partner service is based on
state-of-the-art "object linking and embedding tealbgy" which allows clients to modularly build,dn
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seamlessly integrate, market information, sec@ripcessing systems, broker productivity tooigntlapplications and third party software
into their workstations. Global Treasury InformatiServices (GTIS) keeps its clients in tune wititgpinformation, news and commentary

world markets in the areas of fixed income, foreggishange, money markets, futures and metals.n#ton is contributed directly to GTIS
by key institutions (e.g., banks and brokers) whdipipate in these markets.

Brokerage Services continued its expansion inrkgtutional marketplace with several acquisitiofise DAIS Group provides sophisticated
guantitative models to help portfolio managers sssisk and select stocks. Merrin Financial progidetomated securities trade order
management and routing solutions for investmentagars and securities brokers. Information Cataly&ty markets automated and fixed
income trading, operations and accounting softdé@reomestic and international banks and securitiekerage firms.

ADP provides back-office stock brokerage and relditgancial computing services such as trade pgiggscage management, stock loan
accounting, on-line inquiry and data collectionstfmio reporting, order matching and on-line tnagli All of these services are offered in the
United States and Canada. ADP's GlossTrader diemvier system offers global multicurrency clearsamte settlement services for
international securities.

ADP provides shareholder communication servicahénUnited States and Canada, handling all shatehatailings and proxy processing
for shareholders whose securities are left in &tname" in the custody of ADP's "nominee" cligipisncipally brokerage firms and banks).
In fiscal 1996, ADP processed over 235 million ghaider mailings for over 12,000 publicly held amngtions, mutual funds and financial
institutions. Shareholder ballots representing axipnately 127 billion shares were electronicallpgessed. As part of its shareholder
communication services, ADP introduced StreetLankuickly deliverable laser printed alternativeeipensive quarterly mailings to
shareholders. Proxy Edge is an electronic votimgiee which dramatically improves voting efficienapd record keeping. PhoneVOTE
Services enables mutual fund shareholders to heie proxy over the telephone for same-day taborati

Dealer Services

ADP's Dealer Services provides industry-specificpating, data and professional services to autoieadiiick and farm equipment dealers
and manufacturers in the U.S., Canada, Europe, &sid_atin America. Over 16,000 dealers use ADR-site systems and communications
networks to manage every area of sales and opesa#’dP addresses critical dealership areas aedsabftware and professional service
improve consumer loyalty, asset management, inn@végchnology, employee productivity training, méacturer relations, business
improvements and real-time information accesstf#rs clients a service solution which includes A@dMputer hardware, licensed software,
software support and hardware maintenance sen@ests use ADP's systems to manage their acaaynitiventory, factory
communications, scheduling, leasing,sales andaagtivities. In addition, ADP offers more thanr&nufacturer subsystems for pricing
updates and factory ordering.
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ADP establishes and maintains communications né&svar its clients which allow interactive commuations between manufacturers and
their respective dealers. These communication misware used for new vehicle ordering, status iygqaimd warranty claims, parts and
vehicle locating, credit checks, vehicle repaiimaating, vehicle registration and vehicle lienhalddormation.

ADP continues to automate the business processés filients through value-added products suchagerless parts cataloging, repair shop
pricing and scheduling, laser printing, and dathiaing and document storage. ADP's Laser Stagphaces pre-printed, multipart,
carbonized forms with customized laser-printediogtg, allowing dealers to print from a single laganter all types of customer
communications, including customer satisfactiorveys, service reminders, invoices and statemem®'®\Document Storage & Data
Archiving product is designed to create a paperdéfise, using optical disk and scanning technasgbp electronically scan, store and retr
purchase orders, invoices, checks, other docunagmot®ven customer signatures. ADP's New VehicleBgstem increases vehicle order
accuracy, improves vehicle management and redlamspian interest expense. The Used Vehicle Netvaetps dealers manage their used
vehicles more efficiently.

As industry change accelerated, ADP introduceddtgisor family of products. Super Service Advisally automates the reservation and
service write-up process using hand-held wirelelestronic clipboard technology. Sales Advisor eoenplete retail sales process application
designed to improve sales performance and custbaretling. The ADP Sales Kiosk is a state-of-tharadractive sales presentation tool,
and ADP's Relationship Marketing System (RMS) awtt@s all phases of customer contact from initiabpect through the purchase life
cycle and on-going service.

Changes in customer expectations and manufactueegsrements are modifying how the traditionalldeship conducts business. In respc
to these changes, ADP is providing consulting sesvio its dealer clients to help them reengintegir management processes. It also offers
solutions to help employee productivity and tragpiand provides the tools and services necessamypimve dealership productivity and
profitability.

Claims Services

ADP provides auto repair estimating and parts abdity services to insurance companies, claimsistdys, repair shops and salvage yards
involved in auto collision repair and valuationtire United States and Canada. The services inelutbenated collision damage repair
estimating for cars and trucks, vehicle valuatierviees for total losses, and parts locating amzrg services to auto insurers and repaire
facilitate the claims settlement and parts locapimresses. ADP provides management informatiorvahitle damageability and repair cost
statistics to insurance companies, government aggaad automobile manufacturers. A pen-based,lmahbto estimating system, using
state-of-the-art technology and graphical userfates, was recently introduced. Satellite anderdiased trading networks for the location
and pricing of recycled parts, and ADP's salvadated products and services, have been significaxtpanded.

ADP provides services that evaluate the appropréste of medical treatment and invoicing for autmdant victims. The core product,
Provider Bill Audit, is an expert system that penis fee and utilization audits of medical provifidls involving soft tissue injury and that
provides auto
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insurers with a consistent methodology for assgdtia proper diagnoses and treatment of automaobléeed injuries.
ADP also provides a property loss repair and regtamnt system to assist in settling homeownershslai
Nature of Services Provided

In each of Employer Services, Dealer Services,n®&abervices and most of Brokerage Services, ARP&ces primarily involve the
processing and utilization of client and/or thimty data. In the front-office component of the B¥tage Services business, the primary
service takes the form of providing securities, owodities and currencies quotation data (which gapaovided by various exchanges) and
news to clients; this front-office component représ less than 10% of consolidated revenue.

Services to all industries are generally availdlylehe electronic transmission (through communicetilines) of computer-generated data and
information from and to clients. Services are adtethrough a variety of systems and networks whichon industry-standard operating
systems. Virtually none of ADP's services requif2PAproprietary hardware and/or operating systems.

All of ADP's services utilize somewhat similar fiiteés, computers, communications networks, sakesf® and client service support
personnel. ADP's businesses share numerous fsjlgelected computer rooms and communicationsorietwand ADP occasionally
transfers some of its employees among business. dmie input and output of all of ADP's businessekata and information. On occasion
ADP has transferred services and products betwesindss units.

While the labor intensiveness of a service may samewhat based on the degree of automation anglegity in providing the service, all
services use the same basic functions as desatimae. None of ADP's service offerings are pardidylcapital intensive.

Markets and Marketing Methods

All of ADP's services are sold broadly across tmétédl States and Canada. Non-North American sendaosounted to approximately 11% of
fiscal 1996 revenue. All services use common margeechniques, including direct sales methodolegigh emphasis on referral sources.

None of ADP's major business groups have a singtedlgenous client base or market. For example, viridkerage Services primari

serves the retail brokerage market, it also sdvaeks, commodity dealers, the institutional brogermarket and individual non-brokerage
corporations. Dealer Services primarily servesmotuile dealers, but also serves truck and agrilliequipment dealers, auto repair shops,
used car lots, state departments of motor vehiales manufacturers of automobiles, trucks and aljuial equipment. Claims Services has
many clients who are insurance companies, but@t®dades services to automobile manufacturers, Wwedsgir shops, salvage yards,
distributors of new and used automobile parts ahdranon-insurance clients. Employer Services Liasts from a large variety of industries
and markets. Within this client base are conceptratof clients in specific industries. While contrations of clients exist, no one business
group is material
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to ADP's overall revenue. Employer Services aldls s auto dealers, brokerage clients, and insigatients.

None of ADP's businesses are overly sensitiveit®mhanges. Economic conditions among selectedtsliand groups of clients may and
have a temporary impact on demand for ADP's sesvice

ADP enjoys a leadership position in each of itsanagrvice offerings and does not believe any msgovice or business unit in ADP is
subject to unique market risk.

Competition

The computing services industry is highly compegitiADP knows of no reliable statistics by whicledin determine the number of its
competitors, but it believes that it is one of lfgest independent computing services companititnited States.

ADP's competitors include other independent conmgusiervices companies, divisions of diversifiecegotises and banks. Another
competitive factor in the computing services indus the in-house computing function, whereby mpany installs and operates its own
computing systems.

Competition in the computing services industryrisnarily based on service responsiveness, produstityy and price. ADP believes that it is
very competitive in each of these areas and tlegietare no material negative factors impacting Al@Bmpetitive position in the computing
services industry. No one competitor or group afipetitors is dominant in the computing servicesusidy.

Clients and Client Contracts

ADP provides computing services to over 375,006nti. Annual revenues attributable to large clatounts range from $1 million to
approximately $67 million per client, while thousiarof small client accounts produce annual reveptiEsss than $1,000 each. ADP's larg
single client accounts for approximately 2% ofatsiual revenue.

ADP has no material "backlog" because the peridgiden the time a client agrees to use ADP's sexdnd the time the service begins is
generally very short and because no sale is camsldem until it is installed and begins producireyenue.

ADP's average client retention is seven years ipleyer Services and is ten or more years in Braigr®ealer and Claims Services, and
does not vary significantly from period to period.

Discounts, rebates and promotions offered by ADE&liemts are not material.

ADP's services are provided under written Pricet@timns or Services Agreements having varying teants conditions. No one Price
Quotation or Service Agreement is material to ADP.
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Systems Development and Programming

During the fiscal years ended June 30, 1996, 18851894, ADP spent $249,635,000, $193,173,000 460,803,000, respectively, on
systems development and programming activitieshierdevelopment of new, and the improvement anatera@nce of existing, computing
services.

Product Development

ADP continually upgrades, enhances and expanésigsing products and services. Generally, no nexdyct or service has a significant
effect on ADP's revenue or negatively impacts xisteng products and services, and each existindymt and service has a significant
remaining life cycle.

Licenses

ADP is the licensee under a number of agreementofoputer programs and databases. ADP's busis@ss dependent upon a single
license or group of licenses. Licenses, pateradgtnarks and franchises are not material to ADB&bss as a whole.

Compensation of Marketing and Sales Personnel

The compensation arrangements of ADP's marketidgsales personnel vary significantly based onehere of the particular salesperson,
with the commission-based portion of total compé&osaaveraging approximately 40%. ADP sets minimaates quotas on an individual
basis.

Computer Systems

ADP does not manufacture computer systems or acéstributor of computer systems. ADP may, howglve deemed to be a value-added
reseller of computer systems insofar as its seswdten include computer equipment as part of aked service solution.

ADP's services are offered on a variety of compplatforms which run various operating systems.seheomputer platforms include those
offered by IBM, IBM-compatibles, Digital Equipme@brporation, Apple, Motorola, Hewlett Packard andDnnell Douglas. The industry-
standard operating systems supporting such complatgorms include DOS, Windows, OS2, VSE, MVS, VM&stem 7 OS, Unix, Reality
and Pick.

ADP's service warranty to its clients is that if/arrors or omissions occur in its service offesingDP will correct them as soon as possible.
In addition, ADP provides, either directly or thghuthird parties, maintenance and support for tb€Arovided equipment and software
which facilitates the delivery of its services tenots.

Number of Employees

ADP employed approximately 29,000 persons as of 3y 1996.



Executive Officers of the Registrant
See Item 10 in Part lll hereof.
Item 2. Properties

ADP leases space for more than 55 of its proces®ntgers. In addition, ADP leases numerous smadgssing centers and sales offices. All
of these leases, which aggregate approximately05}62 square feet in the United States, Canadapewand Asia, expire at various times up
to the year 2016. ADP owns 23 of its processindifi#s and its corporate headquarters in Roselalady Jersey, which aggregate
approximately 2,331,645 square feet.

Item 3. Legal Proceedings
None
Item 4. Submission of Matters to a Vote of Securityolders

None



Part Il
Item 5. Market for the Registrant's Common Equity and Related Stockholder Matters

See "Market Price and Dividend Data" on page 1®efRegistrant's 1996 Annual Report to Shareholadrzh information is incorporated
herein by reference. As of August 25, 1996, theiRemnt had 27,186 registered holders of its Com@imrtk, par value $.10 per share. The
Registrant's Common Stock is traded on the New YGHicago and Pacific Stock Exchanges.

Item 6. Selected Financial Data

See "Selected Financial Data" on page 16 of thesRagt's 1996 Annual Report to Shareholders, whidrmation is incorporated herein by
reference.

Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations

See "Management's Discussion and Analysis" on pagesid 18 of the Registrant's 1996 Annual Repo&thtareholders, the Letter to
Shareholders on pages 2-4 of such report and tiadas descriptions on pages 5-15 of such repbithwnformation is incorporated herein
by reference.

Item 8. Financial Statements and Supplementary Data
The financial statements described in Item 14(agdfeare incorporated herein.
The following supplementary data is incorporatereheby reference:

Page in 1996 Annual Report to Shareholders

Quarterly Financial Results (unaudited) for thee¢hyears ended June 30, 1996 27
Item 9. Changes in and Disagreements with Accountémon Accounting and Financial Disclosure

None



Part 1l
Item 10. Directors and Executive Officers of the Rgistrant
Executive Officers of the Registrant

The executive officers of the Registrant, theirsagmsitions and the period during which they hasen employed by ADP are as follows:

Employed by
Name Age Position ADP Since

James B. Benson 51 Vice President, General 1977
Counsel and Secr etary

Gary C. Butler 49 Group President of 1975
Employer Service s

Robert J. Casale 57 Group President of 1988
Brokerage Servic es

G. Harry Durity 49 Vice President, 1994
Worldwide Busine ss
Development

Richard J. Haviland 50 Vice President, Finance 1982

Michael R. Holmes 38 Vice President, 1991
Human Resources

Peter M. Leger 45 President of 1992
Dealer Services

S. Michael Martone 48 President of Cla ims 1987
Services

Joseph B. Pirret 55 Vice President 1974
and Treasurer

Arthur F. Weinbach 53 President and 1980
Chief Executive Officer

Messrs. Benson, Butler, Casale, Haviland, Holmessttand Weinbach have each been employed by ADdenior executive positions for
more than the past five years.

G. Harry Durity joined ADP in August 1994 as Corgiar Vice President, Worldwide Business Developninar to joining ADP he was
Senior Vice President - Corporate Development aléteConsumer Products Company. Between 1990 abhdi&ey 1993 when he joined
Revlon, he was President of The Highlands Group, In
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Peter M. Leger joined ADP in March 1992 as Exeautfice President, North America of Dealer Serviged was promoted to President of
Dealer Services in January 1995. Prior to joiniigP) he was employed by Reuters North America ifouarsenior executive positions.

S. Michael Martone joined ADP in 1987. Prior to piemotion to President of the Claims Solutionsupron December 1995, he held senior
vice president positions in both the Employer SmsiGroup and the Dealer Services Group.

Each of ADP's executive officers is elected foemt of one year and until their successors areethaed qualified or until their death,
resignation or removal.

Directors of the Registrant

See "Election of Directors" in the Proxy StatemfentRegistrant's 1996 Annual Meeting of Stockhosdevhich information is incorporated
herein by reference.

Item 11. Executive Compensation

See "Compensation of Executive Officers" in thexiyrStatement for Registrant's 1996 Annual Meetih§tockholders, which information is
incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial vners and Management

See "Election of Directors--Security Ownership @ftain Beneficial Owners and Managers" in the PiStatement for Registrant's 1996
Annual Meeting of Stockholders, which informati@imcorporated herein by reference.

Item 13. Certain Relationships and Related Transa&ns

See "Compensation of Executive Officers--CertaianBactions" in the Proxy Statement for Registrd®36 Annual Meeting of
Stockholders, which information is incorporateddieiby reference.
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Part IV
Item 14. Exhibits, Financial Statement Schedulesna Reports on Form 8-K
(a)1. Financial Statements
The following consolidated financial statement®atomatic Data Processing, Inc. and its subsidsaai@ included in Part Il, Item 8:

Page in 1996 Annual
Report to Shareholders

Independent Auditors' Report 28
Consolidated Balance Sheets - June 30, 1996 and 199 5 20
Statements of Consolidated Earnings - years

ended June 30, 1996, 1995 and 1994 19
Statements of Shareholders' Equity - years

ended June 30, 1996, 1995 and 1994 21
Statements of Consolidated Cash Flows - years

ended June 30, 1996, 1995 and 1994 22
Notes to Consolidated Statements 23-27

Financial information of the Registrant is omittaeCause the Registrant is primarily an operatinmgpamy. The Registrant's subsidiaries
which are listed on Exhibit 21 attached heretovanelly-owned.

2. Financial Statement Schedules Page in Forid 10

Schedule Il - Valuation and Qualifying Accounts 15

All other Schedules have been omitted becausedteinapplicable or are not required or the infdramais included elsewhere in the
financial statements or notes thereto.

3. The following exhibits are filed with this Forh®-K or incorporated herein by reference to theudoent set forth next to the exhibit in the
list below:

3.1 - Amended and Restated Certificate of Incorporation dated
December 15, 1994 - incorporated by reference to Exhibit
(3)-#1 to Registrant's Annual Report on Form 10-K for the

fical year ended June 30, 1995
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3.2 - By-Laws as currently in effect - inc
to Exhibit (3)-#2 to Registrant's An
10-K for the fiscal year ended June

4 - Indenture dated as of February 20, 1
Data Processing, Inc. and Bankers Tr
trustee, regarding the Liquid Yield
of the Registrant - incorporated by
(4)-#1 to Registrant's Annual Report
fiscal year ended June 30, 1992

10.1 - Employment Agreement with Josh S. We
reference to Exhibit 10(ii) to Regis
on Form 10-K for the fiscal year end
(Management Contract)

10.1(a) - Amendment to Employment Agreement wi
incorporated by reference to Exhibit
Registrant's Annual Report on Form 1
ended June 30, 1990 (Management Cont

10.1(b) - Amendment to Employment Agreement wi
incorporated by reference to Exhibit
Registrant's Annual Report on Form 1
ended June 30, 1994 (Management Cont

10.1(c) - Amendmentto Employment Agreement wi
(Management Contract) - incorporated
Exhibit 10(ii)(A)-4 to Registrant's
10-K for the fiscal year ended June

10.2 - Letter Agreement dated as of August
Automatic Data Processing, Inc. and
(Management Contract)

10.3 - Agreement with Robert J. Casale - in
to Exhibit 10(iii)(A)-#1 to Registra
Form 10-K for the fiscal year ended
(Management Contract)

10.4 - Agreement with Gary C. Butler - inco
to Exhibit 10(iii)(A)-#2 to Registra
Form 10-K for the fiscal year ended
(Management Contract)

10.5 - 1981 Key Employees' Stock Option Pla
reference to Registrant's Registrati
2-75287 on Form S-8 (Management Comp

10.5(@) - Amendmentto 1981 Key Employees' Sto
incorporated by reference to Registr
Form 10-K for the fiscal year ended
(Management Compensatory Plan)

10.6 - Key Employees' Restricted Stock Plan

reference to Registrant's Registrati
33-25290 on Form S-8 (Management Com
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orporated by reference
nual Report on Form
30, 1991

992 between Automatic
ust Company, as
Option Notes due 2012
reference to Exhibit

on Form 10-K for the

ston - incorporated by
trant's Annual Report
ed June 30, 1986

th Josh S. Weston -
10(ii)(A)-#2 to

0-K for the fiscal year
ract)

th Josh S. Weston -
10(ii)(A)-3 to

0-K for the fiscal year
ract)

th Josh S. Weston

by reference to
Annual Report on Form
30, 1995

1, 1996 between
Arthur F. Weinbach

corporated by reference
nt's Annual Report on
June 30, 1990

rporated by reference
nt's Annual Report on
June 30, 1991

n - incorporated by
on Statement No.
ensatory Plan)

ck Option Plan -
ant's Annual Report on
June 30, 1989

- incorporated by
on Statement No.
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10.7 - Supplemental Officers' Retirement PI
restated - incorporated by reference
#5 to Registrant's Annual Report on
fiscal year ended June 30, 1993 (Man
Plan)

10.8 - 1989 Non-Employee Director Stock Opt
by reference to Exhibit 10(iii)(A)-#
Annual Report on Form 10-K for the f
30, 1990 (Management Compensatory Pl

10.9 - 1990 Key Employees' Stock Option Pla
reference to Exhibit 10(iii)(A)-#8 t
Report on Form 10-K for the fiscal y
(Management Compensatory Plan)

10.10 - 1994 Directors' Pension Arrangement
reference to Exhibit 10(iii)(A)-#10
Report on Form 10-K for the fiscal y
(Management Compensatory Plan)

10.11 - 1994 Executive Compensation Plan - i
reference to Exhibit A to Registrant
its Annual Meeting of Stockholders h
(Management Compensatory Plan)

11 - Schedule of Calculation of Earnings
13 - Pages 2-28 of the 1996 Annual Report

the exception of the pages incorpora
herein, the Annual Report is not a p

21 - Subsidiaries of the Registrant

23 - Independent Auditors' Report on Sche
27 - Financial Data Schedule

(b) None.
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SCHEDUL

Column A Column B

1

Balance at Char
beginning cost
of period expe
Year ended June 30, 1996:
Allowance for doubtful accounts:
Current $23,035

Long-term $26,166
Year ended June 30, 1995:
Allowance for doubtful accounts:

Current $20,513

Long-term $24,526
Year ended June 30, 1994:
Allowance for doubtful accounts:

Current $18,112

Long-term $21,684

AUTOMATIC DATA PROCESSING, INC.
AND SUBSIDIARIES
E Il - VALUATION AND QUALIFYING ACCOUNTS

(In thousands)

Column C Column D Column E
Additions
) (2)
Charged to
ged to other Balance at

sand accounts- Deductions - end of
nses describe describe period

$9,115 $4,835(B) $2,358(A)  $34,627

$2,986 - $3,425(A) $25,727

$8,415 $904(B)  $6,797(A) $23,035

$3,916 - $2,276(A) $26,166

$6,838 $492(B)  $4,929(A) $20,513

$4,366 —  $1,524(A)  $24,526

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

(B) Acquired in purchase/pooling transactions.



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

AUTOMATIC DATA PROCESSING, INC.
(Registrant)

Sept enber 23, 1996 By: [/s/ Arthur F. \Winbach

Arthur F. Wi nbach
Presi dent and Chief Executive Oficer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant in the capacities and on the datisated.

Signature Title Date
Isl Arthur F. Weinbach President and Chie f September 23, 1996
(Arthur F. Weinbach) Executive Officer
(Principal Executi ve Officer)
/s/ Richard J. Haviland Vice President, Fi nance September 23, 1996
(Richard J. Haviland) (Principal Financi al Officer)
/sl Josh S. Weston Chairman of the Bo ard September 23, 1996

/sl Gary C. Butler Director September 23, 1996

(Gary C. Butler)

/sl Joseph A. Califano, Jr. Director September 23, 1996

/sl Leon G. Cooperman Director September 23, 1996

(Leon G. Cooperman)

Director September __, 1996

(George H. Heilmeier)

/sl Ann Dibble Jordan Director September 23, 1996

(Ann Dibble Jordan)
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/sl Harvey M. Krueger

(Harvey M. Krueger)

(Charles P. Lazarus)

(Frederic V. Malek)

/sl Henry Taub

(Henry Taub)

Director
Director
Director
Director
Director

(Laurence A. Tisch)
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September __, 1996



APPENDIX
(As required pursuant to Rule 304(a) of RegulaBen)

The following is a narrative description of the i or image material which appears in Exhibitd 8he Registrant's Annual Report on
Form 10-K (the "Form 10-K"). Exhibit 13 containsrpeular pages from the Registrant's 1996 Annugldreto Shareholders (the "1996
Annual Report") which are incorporated by refereimte the Form 10-K.

Page in 1996
Annual Report Description

The photograph on page 2 of the 1996 Annual
Report is of Josh S. Weston, Ch airman.

The photograph on page 3 of the 1996 Annual
Report is of Arthur F. Weinbach , President
and Chief Executive Officer.

The photograph on page 5 of the 1996 Annual
Report is described in the foll owing caption
on page 5: "Below: World famous toy retailer,
F.A.O. Schwarz counts on ADP to process its
payroll for 900 employees. In over 40
states, ADP handles the company 's payroll tax
filing and reporting. Pictured below are
Jennifer Miller (right), Major Account
District Manager for ADP, and F \A.O. Schwarz
Payroll Manager, Teddi O'Reilly (left)."

The photograph on page 6 of the 1996 Annual
Report is described in the foll owing caption
on page 6: "Below: ADP is pleas ed to be a
supporter of our client Habitat for Humanity
International, a non-profit org anization
dedicated to eliminating povert y housing
worldwide. Habitat looks to AD P to handle
its payroll processing, tax fil ing and new
hire reporting."”

The photograph on page 7 of the 1996 Annual

Report is described in the foll
on page 7: "Above: ADP Client S

owing caption
ervice

Representative, Linda Del Savio (left) with
Dennis Crumpler, Chairman and C EO of Atlanta-
based XcelleNet, a worldwide le ader in
software for remote access comp uting that
relies upon ADP to provide stat e-of-the-art
payroll processing and informat ion support.

ADP depends upon XcelleNet's Re
keep its Client Service work st
up to date."

The two photographs on page 8 o
Annual Report are described in
caption on page 8: "Right: Ant

mote Ware to
ation software

f the 1996
the following
hony



10

11

Portelli (left), Director, SBC Warbu
thanks Tevin Datz (right), Vice Pres
Account Management, for ADP's suppor
dedication during the recent merger
Capital Markets Inc., and SG Warburg
created the new entity SBC Warburg |
ADP's proactive planning and solid ¢
ensured an efficient and seamless
consolidation of the two firms' book
records. Below: Hussein Khoder (rig
Vice President, Account Management,
Anderson (left), Executive Vice Pres
Chief Executive Information Officer,
Prudential Securities, discuss imple
ADP's strategic products on Prudenti
technology platform. The firms rece
strengthened their thirteen-year par
by entering into an agreement to ins
12,000 Power Partner workstations in
Prudential's retail offices, worldwi

The photograph on page 9 of the 1996
Report is described in the following

on page 9: "Above: (from right to |
Bruce Barnett, ICS, VP of Account Ma
and Steven DeBernardo, Client Servic
Director, discuss applications with
Stearns & Co. Inc. executives, Josep
Kruszka, Managing Director, and Jeff
Bernstein, Senior Managing Director.
Frequent consultation helps both fir
identify opportunities. Bear Stearn
several ADP products and is one of o
largest and longest client relations

The photograph on page 10 of the 199
Report is described in the following
on page 10: "Below: Ross Pope, (left
Regional Director of Sales, and Terr
(right) Client Relations Director, d
the ADP Advisor family of products w
McCluskey (center), President, McClu
Chevrolet in Cincinnati, Ohio. McCl
Chevrolet is a member of Driver's Ma
Worldwide Inc., a used-car mega reta
established by a group of elite auto
ADP partnered with Driver's Mart in
developing the first truly interacti
retailing system. It promises to
revolutionize customer buying experi

The two photographs on page 11 of th
Annual Report are described in the f
captions on page 11: "Above: Nancy R
(left), ADP Fixed Operations Product
discusses process improvements with
Faulkner (center), CEO, and Walt Hub
(right), Director of Operations, The
Organization, Trevose, Pennsylvania.
Faulkner Organization owns eighteen
dealerships, and uses ADP's on-site
and communications networks to manag
area of their operation. Left: ADP
AutoConnect is the most complete Int
service

rg Inc.,
ident,
tand

of SBC

, Which

nc.
ommitment
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and Bill
ident &
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13

14

created for both auto dealers and co
Cole Younger (right), ADP Major Acco
Executive, demonstrates how a web si
AutoConnect will assist in advertisi
efforts for their sixteen dealership
Glenn Gardner (left), General Manage
Joseph Holman (center), Chairman of
Board, Holman Enterprises, Pennsauke
ADP AutoConnect is home to the large
community of dealer web sites on the
Internet.”

The photograph on page 12 of the 199
Report is described in the following
on page 12: "Below: Zurich Canada co
electronic commerce with collision r
facilities and independent appraisal
unifying and controlling the claims
restoration process with information

and network communications from ADP.

Briante, Senior Vice President, Clai
(right), and Trevor Hayes, National
Manager (left), meet with ADP's Dire
Client Relations, John Kotsopoulos,
explore the implementation of Electr
Funds Transfer as the next step in Z
blueprint for overall process improv
increased customer satisfaction.”

The two photographs on page 13 of th
Annual Report are described in the f
caption on page 13: "Above and left:
American Family Insurance Company in
their Concept Claims System (CCS), t
provided a means to implement their
a paperless work environment. One o
Physical Damage Representatives, Bob
Schubring, uses his mobile ADP syste
capture digital images of the damage
and write the computerized estimate
still in the field. As soon as he t
this electronic claims folder to Don
the Drive-in Claims Processor at the
she starts the check-in process to f
claim in CCS. Within a matter of mi
claims representatives at American F
access the information - simply by o
the folder on their computer screen
provide service for the policyholder

The two photographs on page 14 of th
1996 Annual Report are described in
following caption on page 14: "Abov
Catherine Marioli, Compagnie Francai
Philips Payroll/HR Specialist based
uses a complete ADP-GSI solution tha
all of Philips' needs for payroll an
resources management in France. Phi
supplier of lighting and electronics
systems and services and has develop
range of multimedia activities. Rig
Michael Kurch (right), ADP Sales Man
(Germany), Johannes Sczepan (center)
Managing Director, and Peter Nuhs (I
Manager of Georg von Opel
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Group discussing the implementation
new sales advisor system. George vo
Group is one of ADP's strategic clie
Germany generating more than 30,000
used car sales through almost 40 loc
Germany."

The photograph on page 15 of the 199
Report is described in the following
on page 15: "Above: lan Buchanan, De
Managing Director, Information Syste
Nomura International (left), with Te
Williams, Wilco Chairman. Wilco spe
in meeting the needs of the internat
securities industry and global custo
Wilco's global trading and settlemen
Gloss, was selected by Nomura becaus
ability to process high volumes on a
resilient client server platform."

of ADP's
n Opel
nts in
new and
ations in
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EXHIBIT 10.2
As of August 1, 1996

Arthur F. Weinbach
1 Twin Oak Road
Short Hills, New Jersey 07078

Dear Art:

Congratulations again on becoming Chief Executiffic€ of Automatic Data Processing, Inc. ("ADPThe Board of Directors is more than
pleased with your appointment and looks to thertutith confidence and enthusiasm. The letter megliour understandings concerning your
new position of President and Chief Executive @ffiof ADP:

1. Employment. You shall be employed by ADP a®itssident and Chief Executive Officer, subjecti direction and control of its Board
of Directors. You shall also be a member of ADRsul of Directors and a member of the Board's EtkezCommittee.

2. Compensation.
(a) ADP shall pay you a salary of at least $580 880annum.

(b) Your target bonus for each fiscal year (i.dy Juto June 30) shall be at least $290,000. Thashbonus paid for each fiscal year shall be
based upon your accomplishments in relation togsteblished goals (including business growth, aeed profitability and other significant
items).

(c) ADP will continue to sell you restricted stogkder its Key Employees' Restricted Stock Plan skiahrestrictions will lapse during each
fiscal year on the number of shares of restrictedkswhich had, on the date you originally purclibfem, an aggregate market value of at
least $500,000. You will also, at all times, owfffisient shares of ADP restricted stock on whichtrietions will lapse during each of the
following two fiscal years which satisfy the foregg fiscal year minimum market value test.

(d) You will be granted a stock option at the ngtdck Option Committee meeting to purchase 110sb@des of ADP common stock under
its 1990 Key Employees' Stock Option Plan, of wHéh000 will vest in the year 2000, 40,000 sharitisverst in 2001 and 50,000 shares will
vest in 2002.

(e) The above salary, bonus and stock arrangemalhtse reviewed annually by ADP's Board of Dire@nd may be increased in its sole
discretion.

3. Term. The initial term of this letter agreemshall end July 31,

1997. This letter agreement shall automaticallytiooie after its initial term for successive one4yperiods unless and until either of us gives
the other written notice prior to June 1 of theleygble one year term that this letter agreemeal $&rminate as at the end of such term.

4. Termination. If your employment with ADP is tamated, you will receive the following compensation

(a) If you are discharged for cause, ADP's oblgyato make payments to you shall cease on theofiatech discharge. As used herein, the
term "for cause” shall cover circumstances wherd/Adlects to terminate your employment because wwa (i) been convicted of a criminal
act, (ii) failed or



refused to perform your obligations as Presidedt@hief Executive Officer,
(iii) committed any act of negligence in the penfiance of your duties hereunder and failed to t@ieapriate corrective action, or (iv)
committed any act of willful misconduct.

(b) If ADP terminates your employment for any reasther than "for cause", for permanent or seriisability or on account of a "Change
Control", you will, for 18 months after such terration date, (i) receive the compensation providedihder Paragraph 2(a) above, (ii) have
the restrictions on your restricted stock contitmtapse, and (iii) have your Company stock opticmstinue to vest.

(c) If you become permanently and seriously dishbdither physically or mentally, so that you apsent from your office due to such
disability and otherwise unable substantially tdfgen your services hereunder, ADP may terminatgr ynployment. ADP shall continue to
pay you your full compensation up to and including effective date of your termination for disagiliFor 36 months after such termination
date, you will receive the compensation provideduioder Paragraph 2(a) above and have the resirictin your restricted stock continue to
lapse. All of your outstanding and unvested ADRIstaptions shall automatically vest on the datgmfr termination for disability.

(d) If you elect to voluntarily leave ADP in thessmce of a Change in Control, ADP's obligation &kenpayment to you shall cease on the
date your employment ends.

(e) If a Change in Control occurs and if your enypident is terminated (other than for cause) or yamign for "Good Cause" within two years
after such Change in Control event, you will reeegvtermination payment equal to 300% of your "€uiriT otal Annual Compensation". This
termination payment will be reduced to either 2089400% of your Current Total Annual Compensatiosuch termination or resignation
occurs during the third year, or more than thresgieafter such Change in Control event, which&vapplicable. In addition, all of your AC
stock options will become fully vested, and allyoluir ADP restricted stock having restrictions lajsivithin three years after the date of such
termination or resignation shall have such restma automatically removed. ADP will also pay yotaa equalization payment in an amount
which when added to the other amounts payable tcuypaler Paragraph 4(e) will place you in the saftez-tax position as if the excise tax
penalty of

Section 4999 of the Internal Revenue Code of 198619 successor statute of similar import did rogdla

(f) The termination of this letter agreement or yemployment shall not affect those provisionshig tetter agreement that apply to any
period or periods subsequent to such termination.

5. For purposes of this Agreement, the followin§irdgons shall apply:

(a) "Change in Control" shall mean: (A) the acdigsi by any person, entity or "group”, of benefi@a/nership of 25% or more of ADP's
outstanding common stock; or (B) approval by ADfekholders of a reorganization, merger or codatilbn, with respect to which persons
who were the stockholders of ADP immediately ptamsuch reorganization, merger or consolidatiomalp immediately thereafter, own m
than 50% of the combined voting power of the repizgd, merged or consolidated company's then awdstg voting securities.

(b) "Good Reason" shall mean: (A) any action whigsults in a diminution in any respect in your eutrposition, authority, duties or
responsibilities as ADP's President and Chief EtteeDfficer; or (B) a reduction in the overall Ehof your compensation or benefits.

(c) "Current Total Annual Compensation” shall be tbtal of the following amounts: (A) the greatéyour current annual salary for the
calendar year in which your employment

-2



terminates or for the calendar year immediatelgrao the year of such termination; and (B) therage of your annual bonus compensation
(prior to any bonus deferral election), for the tmost recent calendar years immediately precediegéar in which your employment
terminates.

6. SORP. As at December 31, 1996, under the AuiorbDatta Processing,

Inc. Supplemental Officers Retirement Plan (the RBO), your "Vested Percentage” shall be 100% ana Vleuture Service" period shall be
10 years. If your employment hereunder terminatesrahan for cause: (i) your Future Service pesbdll be deemed to be 17 years as at the
date of such termination; and (ii) your "Final Aage Annual Pay" shall, to the extent applicabledé@med to include the applicable
compensation attributable to the periods coverethéyermination payments made to you hereundeur ¥mal Average Annual Pay will

not, in any event, be less than the aggregateeafnihimum annual salary, bonus and restricted stoctunts payable to you under Paragraph
2 above.

If the foregoing correctly sets forth our understiags, please sign this letter agreement whereatell, whereupon it will become a binding
agreement between us.

Very truly yours,
AUTOMATIC DATA PROCESSING, INC.

By: [/s/ James B. Benson

Janes B. Benson, Corporate Vice President
ACCEPTED AND AGREED:

/sl Arthur F. Weinbach



(In

PRIMARY EARNINGS PER SHARE:
Earnings before cumulative effect of accounting cha
Cumulative effect of accounting changes

Net earnings applicable to common shares

Average number of common shares outstanding (1)

Primary earnings per share
before cumulative effect of accounting changes
Cumulative effect of accounting changes

Primary earnings per share (1)

FULLY DILUTED EARNINGS PER SHARE:

Net earnings used in primary earnings per share
Adjustment for interest (net of tax) -

Zero coupon convertible subordinated notes (5 1/4%

Net earnings used for fully diluted earnings per sh
before cumulative effect of accounting changes
Cumulative effect of accounting changes

Net earnings used for fully diluted earnings per sh

Average number of shares outstanding on a fully dil
Shares used in calculating primary earnings per sha
Diluted effect of all stock options outstanding aft
application of treasury stock method

Shares assumed to be issued upon conversion of Debe
Zero coupon convertible subordinated notes (5 1/4%

Average number of shares outstanding on a fully dil

Fully diluted earnings per share before cumulative
accounting changes
Cumulative effect of accounting changes

Fully diluted earnings per share

EXHIBIT 11

AUTOMATIC DATA PROCESSING, INC
AND SUBSIDIARIES
CALCULATION OF EARNINGS PER SHARE
thousands, except per share amounts)

Year ended

1996 1995 1994

nges $454,700  $394,830  $334,12
- - (4,800

$454,700  $394,830  $329,32

288,967 285,112 281,78

$454,700  $394,830  $334,12

yield)(1) 11,703 11,330 10,07

are
$466,403 $406,160 $344,19
- - (4,800
are $466,403 $406,160 $339,39
uted basis:
re 288,967 285,112 281,78
er
6,483 5,836 5,38
ntures-

yield)(2) 10,360 10,402 10,40

uted basis: 305,810 301,350 297,56

effect of
$1.53 $1.35 $1.1

June 30,
1993 1992
0  $294,200 $256,180
) - -
0  $294,200 $256,180
282,654 278,090
9 $1.04 $.92
) - -
7 $1.04 $.92

(6]

$303,609 $259,494

0 282,654 278,090

2 5,962 6,360

6 $1.02 $.90
) - -

4 $1.02 $.90

(1) All share and per share information has beédustet] to reflect a two-for-one stock split on Janyul, 1996.
(2) Assumed converted at the beginning of perieg®rted.



EXHIBIT 13

LETTER FROM THE CHAIRMAN

In this 35th annual report to our shareholdersn Ipdeased to formally congratulate Arthur Weinbadto, on August 1, 1996, assumed my
responsibilities as chief executive officer (CE®Jt will continue to serve as president, and | w@inmain chairman of the board. Art has the
qualities of leadership, integrity, intelligencedication, candor, and experience to serve ADP,aslive move toward the 21st century.
ADP's first CEO, Henry Taub, founded ADP in 194@ WMas succeeded by my predecessor Frank Lauteimb#®35. Frank's election to the
U.S. Senate in 1982 occasioned my becoming ADR& @EO.

Since joining ADP in 1970, | had the good fortuagarticipate with many excellent colleagues inrdmaarkable acceleration of computer
technologies as tools that facilitated our unugwaith in annual revenue from $400,000 in '61 t0 #llion in ‘70, to the current $3.5

billion.

Ever since ADP became publicly owned in '61, ev®rg of the ensuing 35 years witnessed double-giigit’th in earnings per share, a record
unmatched by any of our country's 9,500 publiclyned,companies. In fact, only one other companydoag so for even 15 years. It's been
an absolutely amazing and gratifying experiencatfose of us who were "early birds" with ADP.

As important as technology may have been, our nsangessful outcomes were far more caused by ADiiasss, who now number 29,000.
(Along the way, we were also aided by lucky evehéd were totally unplanned and unexpected.) Ctlyreover 20,000 associates own ADP
stock. | am most pleased by the fact that ovey#ags our associates have shared in over onerbiltitlars of stock appreciation as well it
should be, for their having created over ten hillamllars of market appreciation for our exterr@reholders. ADP was begun by people and
succeeds only because of people.

| have worked with Art Weinbach for over 16 yeasd am confident that he will be ADP's fourth veugcessful CEO. Art has many cape
colleagues to help assure continued growth, becaus@e person can manage our complexities andgssg

| thank my ADP friends for having helped so muchdo many years. | especially cite Gary Butler, @r@resident of Employer Services,
recently elected board member. He brings 20 ydagsperience and accomplishments to leading out mgsortant $2 billion business unit.

| thank our shareholders for their support duringfourteen years as CEO, and look forward to sgriirmy new part-time and much less
demanding ADP role, as | become ever more engaygprbibono activities.

As a board member and chairman, | shall maintainmgrest in ADP, and will give counsel, but onlhen asked. A company can have only
one CEO at a time. Good luck, Art! | know you'll dell.

/sl Josh S. Weston

JOSH S. WESTON
CHAI RVAN

August 14, 1996
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LETTER FROM THE CHIEF EXECUTIVE OFFICER

This is my first letter to you as ADP's newly apped Chief Executive Officer. Having participatedADP's outstanding results for over 16
years, | am very appreciative of my new opporturigm both optimistic and enthusiastic about AC&tare.

We would not be positioned so well if it weren't the extraordinary contribution of Josh Weston,FACEO since 1982. We owe Josh a
tremendous debt for leading ADP to our positiomas of the country's most respected and most vigeaimpanies.

FISCAL 1996

In fiscal '96 ADP continued its unequaled growtbarel by reporting its 140th consecutive quarteresbrd revenues and earnings per share
(EPS) and its 35th consecutive year of double-digiteases in EPS.

We are especially pleased with our acquisition 8f,@& leading European information services comgarty/provider of payroll and human
resource information services. This was ADP's Isirgequisition ever.

It gave us an important European presence andqusiis well for further growth.

Aided by the GSI acquisition, revenue grew 23%wuerd3.5 billion. Net earnings grew 15% and EP3eased 14% to $1.57.

In recognition of these strong operating resulis,Board declared a two-for-one stock split and2i2md consecutive annual dividend
increase, to $.40 per share, effective Januar96.1

ADP continues to operate from a position of siguifit financial strength and liquidity. Cash flowrfr operations exceeded $644 million and
yea-end cash and marketable securities approximatgdidilion, after spending $718 million in '96 tocuire businesses and ADP shares.
We purchased 6.6 million ADP shares on the operkebao fund employee equity plans.

Shareholders' equity exceeds $2.3 billion. Th@matilong-term debt to equity is a comfortable td7, and return on average shareholders'
equity is a very healthy 20%.

Capital expenditures for the year were $164 mill@mout 5% of revenue. This compared to $118 millast year.

VALUES
At the root of our business success is a set & ¢alues that guide our day-to-day activitieslikd to share some of those values with you.

INTEGRITY & ETHICS

Integrity and ethics are important...to each ADgbagte and to ADP. We have a strong Code of CatpdResponsibility. We conduct our

affairs with uncompromising honesty and integrityis a leadership requirement for every ADP sufsenvto set a high standard of integrity
and ethics in his or her own personal performaibés is more than words. This is an attitude tlwatveys our priorities and values. It lead

to treat everyone...associates, clients, prospaetscompetitors...with respect. We will continaespread this message throughout ADP ir

RESULTS ORIENTATION

ADP's excellent operating results over the pastetts did not happen by accident. Those resulta dieect outcome of our commitment to
increasing shareholder value through consistergma® and earnings growth, with a high return onteqgall measured by conservative
accounting methods.



Good leaders in a good environment will win overdi Yes, there may be short-term events that cesaimalies. However, over the longer
term it is results that matter. We measure perfowady overall return to shareholders. We beliéa¢ our values, excellent people and
markets, solid strategies and excellent servickl@al to superior results.

CLIENT SERVICE

Above all, ADP is a service company...striving toyadde world-class service. We define service blpadom initial contact with a prospect,
to product quality, to client responsiveness. Quilitg to consistently bring added-value to cliedifferentiates us from our competition. We
are committed to continual improvement in produtd aervice.

IMPORTANCE OF PEOPLE

The most critical element in our success is ounte&29,000 associates who make ADP's service gwpEortunately, we attract and retain
exceptionally motivated, talented people with canattitudes. They share our vision and help usiwihe marketplace. Each person counts,
each client counts, and each contact betweenra el associate counts.

During '96 Gary Butler, Group President of Emplogervices, our largest business unit, was appoiotedr Board. Richard Haviland was
promoted to Corporate Vice President, FinanceipfiglGluntz, Ray Marlinga, Mike Rooney and Tom Thamvere named Corporate Vice
Presidents, all in recognition of their importanhtributions and responsibilities.

After 29 years of service as Legal Counsel and @waite Secretary, Fred Lafer retired in '96. Speabiahks to Fred for his valuable
contributions.

GROWTH STRATEGIES

ADP's growth strategies continue to focus primaoityexpanding leadership positions in our corermssies, where we already have #1
market positions and lots of remaining opportusit®ur major priorities are:

- - Deliver world-class client service to enhanedue and increase client retention.

- - Increase market penetration by broadening prolihes and distribution channels.

- - Provide ancillary products which create incramévalue.

- - Expand existing businesses internationally.

- - Enter new markets which complement and levemageaore competencies and businesses.

FORECAST

| am confident about ADP's lortgrm prospects for internal growth and selectivguégitions. We have the businesses, core competg ram(
people to continue our remarkable record. In '9Fewmect double-digit revenue growth and earningshpare growth of about 15%.

| am enthusiastic about our future success and tegrdrticularly thank the 29,000 ADP associatesyse daily efforts make it all possible.

/sl Arthur F. Weinbach

ARTHUR F. WEI NBACH
PRESI DENT AND CHI EF EXECUTI VE OFFI CER

August 14, 1996

Graph:
Earnings Per Share 92 .92
93 1.04
94 1.19
95 1.38
96 1.57

Revenues ($ in millions) 92 1,941
93 2,223
94 2,469
95 2,894
96 3,567
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Employer Services

Employer Services (ES), our oldest and largestiagsi, contributes 56% of ADP's revenue. ES sem&s350,000 employers with payroll,
human resources, tax deposit and reporting senic®sow has 40 computer centers and 73 satadliés snd service centers in the U.S., as
well as many others abroad.

The ES picture for '96 was one of steady growthré&&@nue grew by 18% to almost $2 billion. ADP nmwcesses payroll for 20 million
employees in North America and several million irdpe.

Employer Services is focused on three market setgmiational Accounts

(companies with 1,000 or more employees), Majorodieds (100 to 999 employees)

and the Heartland market. In National Accountsrage client tenure is 10 years. In Major AccouARBP has a 60% share of outsourced
payroll. Perhaps the greatest growth potentiatexsHeartland, where we now have 250,000 cliekéswe look at all three market segme
we feel very confident that there is still lotsrobm for additional penetration and add-on services

AutoPay continues to be ADP's most popular, flexémhd comprehensive payroll product, serving 22Zbdi@nts and 17 million employees.
Approximately 55% of ES's worldwide revenue is dedi from this core product. We recently introduced
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PC/Payroll for Windows, a new client/server fronddor AutoPay. EasyPay is ADP's newest outsoursolgtion for clients in the Heartland
market (fewer than 100 employees). Its client basee than doubled this fiscal year, to 100,000nt$ievith steadily improving client

retention and margins.

SoftPay is ADP's lowest-cost method for managing@band payroll taxes, designed for clients whefpr to process and print paychecks
using their own PCs. In '96, ES launched a Windeersion and a CPA version of SoftPay. We have atkled electronic tracking of time
and attendance.

Total Time continues to grow rapidly as more of olignts replace manual systems with our automiiteel and attendance solutions. Our
installed base nearly doubled last year. In aduljitiee recently launched a simple user-installablsion designed specifically for smaller
clients. Employees may also enter attendance irgtiom directly into their own PCs.

As new electronic funds movement-type productswajaduch as New Hire Reporting, ADP Check/Full ®#erDirect Deposit and Wage
Garnishment Payment, our ADP Tax Filing centelss aesponsible for the efficient movement of fuadsl information to third-party
destinations. Over 260,000 clients rely on Taxngilio assure regulatory compliance and to haveytipreduct enhancements available, such
as the IRS' Electronic Federal Tax Payment SysErTPS).

New valu«-added products and functionality, supported bgdldecades of business experience, are key to Emés marketplace goals.
Human Resource Information Systems (HRIS) are é&xuaineans to expand service offerings. The HRIS Hases and processes are similar
to those already used for payroll.

For this reason, HRIS received special emphadiyéss. Almost 80% of new National Accounts' satetuded an HRIS component. We
recently released CSS HRizon, a client/server HRtism, with fully integrated employee self-servicmdules for employee inquiry from a
kiosk or desktop PC. This is a major help for ststeffed HR managers.
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CSS/HRizon interfaces seamlessly with ADP paynotl ather services. Future developments will inclodmager self-service modules for
employee performance reviews, as well as, depattomnpensation modeling and salary budgeting.

Because it is payroll-integrated, the ADP 401(lgdurct offers unique advantages to clients lookorgafsimple and affordable retirement
savings plan. ADP has become a significant 40kjise provider, we've grown from the 28th largesthe 11th largest 401(k) provider in
the past two years. Client retention has remainedistent at close to 90%.

In '96, ADP added two well-respected industry leade its list of 401(k) investment choices -- Hityeand Putnam Investments. A voice
response system gives participants direct accabgitoaccounts and eliminates most transacticated| paperwork.

Peachtree Complete for Windows is the most commstie Windows accounting and payroll product addan the low-end retail market.
In December, Peachtree shipped First Accountingg&8red to first-time users of accounting softwaréarch, Peachtree acquired One-
Write Plus, the leading entry-level accounting egst This brings the total users of Peachtree soétweoducts to 485,000.

Peachtree expects significant new activity in ‘97t éinks with ADP Total Time, SoftPay and ADPIs@ronic banking joint venture, called
EC-Partners.

Through EC-Partners, ADP clients can view bank antaformation, transfer funds between accourdy, lills and reconcile their accounts -
- all from the same personal computer on which firegess payroll. Peachtree Software was firsttiegirate this service with accounting
software in its "Peachtree Accounting with e-CHECK.

As more ADP clients become multinational in scapbecomes increasingly important to offer servioesa global scale. ADP is firmly
committed to further expanding outside the Unitéatés. Last November, ADP acquired Paris-based B8bpe's largest provider of payroll
and related human resource services with operaitiogigiht countries. This makes ADP the first pdwvi of integrated human resources and
payroll services to U.S. corporations and theirdpean subsidiaries.
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Brokerage Services

Brokerage Services, ADP's second-largest busiméfspver 22% of ADP revenue, provides high qualitigh speed securities transaction
processing, investor support tools, market datases, and investor communications related sentizdise financial community worldwide.
ADRP is the largest provider of such third-party gessing and retail equity information systems sthS. and Canada. Brokerage Services
now supplies over 2,600 firms globally with techom}-based information solutions.

ADP's new Power Partner system has been chosevelny30 brokerage firms. It provides 5,500 of theiokers with this advanced market
information system, and seamlessly interfaces uardesktop software applications.

In the Institutional marketplace, Brokerage Sersigeade several acquisitions. The DAIS Group pravetphisticated quantitative models to
help portfolio managers assess risk and seledtst@AIS models combine analytics with real-timetps and news. Merrin Financial
provides securities trade order management andhgpsolutions for investment managers and secsiitiekers. ADP and Merrin will bring
investors and brokers together using seamlesspaaent, end-to-end transaction execution ovecarsereliable network. Information
Catalysts (ICI) markets fixed income trading, opierss and accounting software for domestic andiatiional banks and securities broker
firms.

Global Treasury Information Services (GTIS) kedp<lients in tune with global price informatiorevas and commentary on fixed income,
foreign exchange, money markets, futures and métdtemation is contributed directly to GTIS byykmstitutions (e.g., banks and brokers).
GTIS's flexible delivery platform is usable at howie Internet or in the trading room of the worldisgest banks.
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ADP Investor Communication Services (ICS) is thrgést independent provider of shareholder commtinitaervices in the U.S. and
Canada servicing 12,000 publicly traded corporationutual funds, and financial institutions on lebamore than 800 brokerage firms and
banks. ICS processed over 235 million mailingsmyi®6, up 15% from '95. In addition, ICS processleareholder ballots, representing 127
billion shares, through its optical, electronic dakkphone voting systems.

ICS also uses the Internet to display quarterlprisp earnings and other corporate informationxfPEdge, is a unique electronic voting
service which dramatically improves voting effiadggn PhoneVOTE Services, enables mutual fund shitetsoto vote their proxy over the
telephone for same-day tabulation.

ICS also processes statements, confirmations, miitd messages and prospectus fulfillment. In additCS continually combines
technology and marketplace knowledge to engindelatée new communications services.
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Dealer Services

ADP Dealer Services is the world's largest provisfesomputing, data and professional services to and truck dealers in the U.S., Canada,
Europe, Asia and Latin America. Over 16,000 dealsesour on-site systems and communications nesatorknanage every area of sales and
operations. Dealer Services' linking of systemsjriess processes, and strategies has rapidly grammorldwide market share of dealer
based systems.

In fiscal '96, Dealer Services' revenue grew 26Uréhtly, customer retention rates are 95% in thidd States and Canada, 97% in Europe,
and 100% in Taiwan and Mexico. This year, we angedran expanding client focus -- "Securing YourFeit' ADP addresses critical
dealership areas and offers software and profeaslsé@mvices to improve consumer loyalty, asset mament, innovative technology,
employee productivity, manufacturer relations, asal-time information access.

Dealer Services has been a recognized industrgiesice introducing on-site, integrated systemge2ids ago. We recently introduced Pre-
Owned Vehicle Locator (PVL) and New Vehicle Ordgriaystem (NVOS) to help dealers manage inventargsenhance profitability.

As industry change accelerated we unveiled a naxevef technology in the Advisor family. Super SeevAdvisor fully automates
reservation and service write-up, using hand-hetdlass, electronic clipboards. Sales Advisor é®@mplete retail sales process designed to
improve sales performance and customer handlirgp iitroduced in '96 was the ADP Sales Kiosk, test&the-art interactive sales
presentation tool, and ADP AutoConnect, a comfdlgternet service for both dealers and consumerge@tly over 3,300 web sites have
been created, making ADP AutoConnect home to ttgeéh community of dealership sites around the dvonl the Internet. With ADP
AutoConnect, consumer access to dealer productsemites is easier than ever.

We understand and value the importance of repesahéss and positive client experiences for ouretestwork. Other new products help
dealers tailor their marketing programs to ensustamer loyalty. ADP's Relationship Marketing SystRMS) is the leading automated
system for customer
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contact, from initial prospect through the purchlifeecycle and ongoing service.

Dramatic changes in customer expectations and raaeturérs' requirements are revolutionizing theiti@thl dealership. Our commitment to
assisting dealers in business process improveneatsdenced by strategic acquisitions includingdaCorp., Automatic Service
Consultants (ASC), Hayes-Ligon and Novak Corporns of the most respected solution-oriented conggainithe industry.

Dealer Services also offers solutions to help eggsgoroductivity and training. Synergies from ocquaisition of Sandy Corp., Mike Nichol
Inc., ASC, and Novak provide new tools and servtoamprove dealer productivity and profitability.

ADP Computer Care and Suivitel/Pertel, are theifepdutsourced providers of customer loyalty progsaendorsed by most manufacturer
the U.S. and Canada.

Advancements in computer technology, based on coaesdemands, are accelerating throughout the wibddler Services continually
participates in strategic direction meetings withjon auto manufacturers to ensure that our cligmig'stments will remain compatible with
future manufacturer management tools and systems.

Most recently, Dealer Services partnered with Dts/Mart Worldwide, Inc. -- a used car mega rathdin, to develop the full range of
systems for every retail center. As Driver's Magstistner, Dealer Services is developing the fitdytinteractive auto retailing system. It
promises to revolutionize customer buying.
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Claims Services

Claims Services provides products for the propanty casualty industry and their business partmettsel auto, medical and property claims
sectors.

This year we realized significant expansion witk7&o revenue increase, and added eighteen new pr@wet casualty clients in Canada.

In Estimating Services, products evolved away fgingle-purpose systems for auto physical damagegld-or the first time, mobile claims
professionals could carry any combination of infation systems needed for collision estimating,tdigmaging, vehicle valuation, and
homeowner's property damage appraisal -- on ondased computer tablet: PenPro.

Insurance clients electronically transferred clainfisrmation to restoration business partners usgingpnet, ADP's communications network.
The sharing of electronic claims folders betweesuiars and collision repair facilities became spypar that we created a "Connectivity
Services" program to exclusively support this iefahip.

Market penetration of other key Estimating Servigexlucts also grew. Autosource vehicle loss vauaatnearly doubled market share in the
U.S. The installed base of Shoplink estimatingesyst for collision repairers grew to over 5,000 asridorth America, increasing revenue by
90%. The Photolink digital imaging system becangedé facto industry standard.

ADP Parts Services helps the flow of salvage paftsmation among insurers, body shops and autamaécyclers. Over
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3,000 parts recyclers now manage their salvagentovies with our yard management systems. Compatgistorage of parts records
translates into increased on-line availability iftsurers and collision repairers using ADP's PX&limg system. Recyclers also bought and
sold over 7.5 million parts among themselves, ugib@'s satellite and land line networks.

In medical claims, Integrated Medical Solutions 8Mhad strong revenue growth, fueled by its ad@dddevfor existing relationships between
insurers and medical providers.

Provider Bill Audit (PBA), is a computerized systénat reviews medical bills to help insurers camt@ists. Twelve of the top fifteen U.S.
insurers are either licensing or piloting PBA safte.

IMS also has medical specialists to manage claimkdy clients, aided by an electronic data intengfe. In addition, IMS is beginning to
audit Workers' Compensation claims, and has intedw Negotiated Fee Network of preferred mediaaligers to further ensure quality
medical services at reasonable costs.

Claims Services will continue to build upon the neartum created in '96, while pursuing acquisitidreg fidd value to the property and
casualty industry and its trading partners.
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ADP International

In Europe, ADP's services for payroll and humaouese management are provided in Belgium, Franeen@ny, Italy, the Netherlands,
Spain, Switzerland and the United Kingdom.

GSI

ADP-GSI now handles the outsourced processing of plaprol.2 million employees, including 120,000 wivere added during the last ye
Another 7 million employees are paid using ADP-G&ftware. The retention rate of ADP-GSI clients waugsource their payroll has risen to
97% in the last fiscal year.

ADP-GSI recently introduced a new offering, Hypsi@n, which integrates payroll and human resourapagement on a Windows
workstation, using client-server architecture agldtional databases.

In France, ADP-GSI is now moving into the small gamies market, serviced entirely by phone.

THE NETHERLANDS

ADP now has a 14% share of the private sector mathient retention for the year exceeded 90%.

We offer Payroll and Human Resource Management (H®NIl employers. PERMAN Il for Windows is an avced HRM product for
larger companies.

UNITED KINGDOM
ADP currently pays over 2% of the UK workforce. @uaal is to become the leading supplier of payetlices, and we are steadily building
our market share. Client retention for fiscal '%&sv@3%.
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PC Surepay service, with a fully integrated Pergbsystem, offers speed and flexibility. The Cli®atrtnership Series helps larger clients to
process when and where they like, while being fsillpported by ADP's specialist teams. ADP's Man&gaaoll services allows companies
to outsource both the processing and administratidghe payroll. ADP takes responsibility for aléments of the process and deals with the
various statutory authorities on the client's behal

BROKERAGE SERVICES

ADP Wilco continues to grow in international anchtestic markets. Wilco acquired GlossTRADER, an @asyse Windows-based front
office trading and sales system for fixed income Méw offer a total front and back office soluttorthe international marketplace, as wel
the ability to offer each solution separately.

DEALER SERVICES

Dealer Services continued its strategy of globalbesion in '96, acquiring ADP Dealer Systems deibtexPacsys in Canada, and DataTec in
Taiwan.

Pacsys provides market-driven F&I products to Caradealers. ADP DataTec International can profidigre distribution in Asia and the
Pacific Rim.

Dealer Services' Pan-European efforts include systaeing provided to the dealers of Opel PSA anccbties Benz throughout Europe.
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Selected Financial Data
Automatic Data Processing, Inc. and Subsidiaries

(In thousands, except per share amounts)

Year ended June 30, 1996 1995 1994 1993 1992
;?evenue ............. $3,566,597 $2 ,893,742 $2,468,966 $2,223,374 $1,940,571 -
Cost of operations . . __2_901476 2 ,335,122 2,001,796 1,816,995 1,586,725
Interest expense . ....... 29,731 24,340 20,840 19,819 12,266
2931207 2 ,359,462 2,022,636 1,836,814 1,598,991

Earnings before income taxes
and cumulative effect of

accounting changes ....... 635,390 534,280 446,330 386,560 341,580
Provision for income taxes . .. 180,690 139,450 112,210 92,360 85,400
Net earnings before cumulative

effect of accounting changes .. 454,700 394,830 334,120 294,200 256,180
Cumulative effect of

accounting changes ....... --- (4,800) -
Netearnings .......... $ 454,700 $ 394,830 $ 329,320 $ 294,200 $ 256,180

Earnings per share:

Before cumulative effect of

accounting changes ....... $1.57 $1.38 $1.19 $1.04 $.92
Cumulative effect of

accounting changes (.02) -—-- e

Net earnings .......... . $1.38 $1.17 $1.04 $.92

Average number of common

shares outstanding ....... 288,967 285,112 281,780 282,654 278,090
Cash dividends per share . ... $.3875 $.3125 $ .27 $.2375 $.2075
Return on equity (a) ...... 20.3% 20.9% 21.0% 20.9% 22.1%

At year end:

Cash, cash equivalents and

marketable securities . . . . .. $1,098,620 $1 ,291,889 $1,062,190 $ 886,452 $ 741,357
Working capital .. ....... $ 618,670 $ 667,920 $ 507,243 $ 355,047 $ 366,752
Total assets .......... $3,839,885 $3 ,201,096 $2,711,751 $2,439,400 $2,169,300
Long-termdebt ......... $ 403,743 $ 390,177 $ 372,959 $ 347,583 $ 333,192
Shareholders' equity ... ... $2,315,346 $2 ,096,615 $1,691,251 $1,494,456 $1,296,728

(a) Before cumulative effect of accounting chanigeE994 (see Note 1B.). All per share informati@s lbeen adjusted to reflect a two-for-one
stock split on January 1, 1996.

See notes to consolidated financial statements.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

OPERATING RESULTS

Revenue and earnings reached record levels dusicly & the past three fiscal years. During fis@@) fevenue was over $3.5 billion and net
earnings were $455 million. Earnings per sharesiased 14% to $1.57. All per share amounts aretadjfsr a two-for-one common stock
split, effective January 1, 1996. Fiscal '96 wasPAdB5th consecutive year of double-digit earnpeysshare growth since becoming a public
company in 1961.

Effective November 1, 1995, ADP acquired controGSI, the leading European provider of payroll andhan resource information servic
GSil also provides facilities management, bankitegring and other information services in Europe.

The financial results of GSI are included in AD&ssolidated results on a one-month lag. Accorginble consolidated results for the year
ended June 30, 1996 include GSI operations fov tiinths ended May 31, 1996. During the fourth tguar decision was reached to sell
GSI's facilities management business. As a rethidtnet of revenues and pre-tax expenses of tisatdss for the quarter, which are not
material, have been included in general, admirtisg@and selling expenses.

Revenue and revenue growth by ADP's major serviges are shown below:

Revenue Revenue Growth
Years Ended June 30, Years Ended June 30,

1996 1995 1994 1996 1995 1994
($ in millions)
Employer Services (a) $1,984 $1,677 $1,482 18% 13% 9%
Brokerage Services . 787 657 606 20 8 20
Dealer Services. . . 555 440 334 26 32 22
Other (a). .. ... 241 120 47 101 155  (40)
Consolidated . ... $3,567 $2,894 $2,469 23% 17% 11%

(a) Reclassified

Consolidated revenue grew 23% in fiscal '96, prilpdrom increased market penetration, an exparatealy of products and services, and
from acquisitions, with relatively minor contribatis from price increases. Revenue growth, excludiagsSI| acquisition, approximated
15%.

The margins of several of the current year acqaisitare lower than ADP's overall margins, andexgeected, consolidated margins decre:i
slightly. The consolidated pretax margin was 17i8986, 18.5% in '95, and 18.1% in '94.

The Company does not prepare its financial statésriera manner that generates the true stand-gliafigability for each unit and
profitability measurements are not maintained @oasistent manner among the Company's major segviegs. Certain revenues and
expenses are charged to business units at a starad@for management and motivation reasons. @th&s are recorded based on
management responsibility. As a result, variousine and expense items are recorded at the Corpevateand certain shared costs are not
allocated. Consequently, comparisons of specifiima between groups are not meaningful, althouegindtinformation within a service
group is a useful directional indicator.

EMPLOYER SERVICES (ES)

Employer Services' revenue grew 18% in fiscal B84 excluding GSI). In the absence of all acquisgirevenue growth would have been
about 10%, the same as in '95 and up from the #&tial growth rate in '94.

As expected, the GSI acquisition had a slight negatpact on the overall ES operating margin, Wwhias 25% for the year. Without GSI
the ES margin would have been 26%. (Margins wefé R6'95 and 27% in '94.) Field operating margicr@ased in each of the past three
years as a result of continued productivity andratieg efficiencies. This increased field margirs lemabled ES to significantly increase
investments in product development, sales, and etiack

Employer Services' revenue shown above includeprétax equivalent of interest earned on fundsectéld from clients as part of the
Company's integrated payroll and payroll tax filsgyvices. The pretax equivalent has been calclidta consistent standard rate of 7.8%
since 1986.

BROKERAGE SERVICES

Aided by acquisitions and very high trading volup@skerage Services' revenue grew 20% in '96. Witlacquisitions, Brokerage revenue
growth would have approximated 12%. Growth rateé95nand '94 were 8% and 20%, respectively.

Brokerage Services' operating margin was about ib3¥cal '96, depressed slightly by the impacaofjuisitions. The operating margin was
13% in '95 and 15% in '94. These prior year marghesslightly lower than previously reported a®pyiears' results have been restated fc
inclusion of certain expenses previously recorddti@Corporate level.

DEALER SERVICES

Dealer Services' revenue grew 26% in '96, comp@r@tcreases of 32% in '95 and 22% in '94. Revegmawith in each year was aided by
several small acquisitions. In the absence of aitipns, '96 revenue growth would have been ab@%i.IThe current year's acquisitions have
lower margins than the existing Dealer margins, arabrdingly, operating margin decreased sligltlggproximately 18% in fiscal '96 from
20% in '95 and '94.

OTHER

The primary components of "Other revenue" are dagervices, services for wholesalers, the non-EyaplServices businesses of GSI and
interest income. In addition, "Other revenue" hasrbreduced to adjust for the difference betwetrahmterest income earned on invested
tax filing
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funds and income credited to Employer Servicesstamdard rate of 7.8%. The revenue from two bssie® providing payroll services in
Europe have been reclassified from "Other reveand'are now included in Employer Services. "Otlkgenue" has increased primarily as a
result of the GSI acquisition and growth in thei@ka Services business.

In each of the past three years, investments iresysdevelopment and programming have increasedeater rate than the Company's
overall growth rate. Investments have increasexttelerate automation, migrate to new computingrnelogies and develop new products.
The impact of fluctuations in foreign currency ste the Company's financial statements was natmaaturing the three-year period ended
June 30, 1996.

In '96, the Company's effective tax rate was apprately 28%, up from approximately 26% in '95, paitity as a result of greater weighting
of taxable versus non-taxable earnings, the impagon-deductible goodwill arising from the GSI aigjtion, and the elimination of the
research and development tax credit in '96. Thefféftive rate increased from approximately 25994 primarily as a result of greater
weighting of taxable versus non-taxable earningsd0lidated after-tax margins were 12.7% in '966%3in '95, and 13.5% in '94.

In '94 the Company adopted FASB Statements No."Ha®ounting for Income Taxes", and No. 112, "Enyads Accounting for
Postemployment Benefits", effective July 1, 1998e Eumulative effect of adopting Statement No. @@8 to increase net earnings by $2.7
million ($.01 per share). The cumulative effechdbpting Statement No. 112 was to decrease nahgarby $7.5 million ($.03 per share),
of $5.0 million of income tax benefits.

For '97 ADP is planning another record year withitnle-digit growth in revenue and about 15% growtlearnings per share.

Additional comments and operating results are mhetlin the Letters to Shareholders on pages 2ghrdwand in the business descriptions
presented on pages 5 through 15.

FINANCIAL CONDITION

ADP's financial condition and balance sheet rereageptionally strong. At June 30, 1996, cash andketable securities approximated $1.1
billion.

Shareholders' equity exceeded $2.3 billion, anatmedn average equity for the year was 20%. The odiiongterm debt to equity at June
1996 was 17%.

A portion of the GSI purchase price was funded trdwing approximately 466 million French francgesalent to $91 million at June 30,
1996) with the remainder coming from the Compang'sh and marketable securities.

Cash flow from operating activities exceeded $64#ian in '96. We expect another excellent cashfigear in fiscal 1997.

In '96, 6.6 million shares of common stock werecpased at an average price of approximately $3@adf an ongoing program to fund
equity related employee benefits. The Board of ®ows has authorized the purchase of up to 6.8omifidditional shares.

During '96, the Company purchased several busiadesapproximately $473 million in cash and $20ion in common stock. The cost of
acquisitions in '95 and '94 aggregated $123 miléind $81 million, respectively. The Company alsgpuiied several businesses in '96 and '95
in pooling of interest transactions in exchanged®®,000 and 2,362,000 shares of common stockecésply. The Company's historical
financial statements were not restated becausesindgregate these pooling transactions were nietrigla

Capital expenditures during '96 were approxima#dl§4 million, following investments of $118 millian '95 and $111 million in '94. Capit
spending in fiscal '97 should approximate $200ianill

MARKET PRICE AND DIVIDEND DATA

The market price of Automatic Data Processing, Inc. (AUD) common shares based on
New York Stock Exchange composite transactions and cash dividends per share
declared during the past two years have been:

Price Per Share Dividends
Fiscal 1996 quarter ended High Low Per Share
June30........... $401/8 $36 3/8 $.10
March31........... 433/8 351/4 .10
December31......... 411/8 34 .10
September 30......... 353/8 31 .0875

Fiscal 1995 quarter ended

June30........... $33 $30 1/4 $.0875

March31........... 323/4 283/4 .075
December31......... 29718 26 1/4 .075
September 30......... 283/8 253/8 .075

As of June 30, 1996 there were approximately 26t80@ers of record of Automatic Data Processing, tdmmon stock. Over 100,000
additional holders have their stock in "street namd per share information has been adjusteceftect a two-for-one stock split on January
1, 1996.
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STATEMENTS OF CONSOLIDATED EARNINGS
Automatic Data Processing, Inc. and Subsidiaries

(In thousands, except per share amounts)

Year ended June 30, 1996 1995 1994
Revenue ...................... .... $3,566,597 $2,893,742 $2,468,966
Operating expenses. . .. ............. .... 1,516,407 1,177,292 1,026,354
General, administrative and selling expenses . .. .... 933,805 792,121 666,344
Depreciation and amortization . .. ........ .... 201,629 172,536 148,295
Systems development and programming costs . . . . . .... 249,635 193,173 160,803
Interestexpense. . . ............... e 29,731 24,340 20,840

2,931,207 2,359,462 2,022,636

Earnings before income taxes and cumulative effect

of accountingchanges . . ............ .... 635390 534,280 446,330
Provision for income taxes. . .. ......... .... 180,690 139,450 112,210
Net earnings before cumulative effect of accounting changes 454,700 394,830 334,120
Cumulative effect of accounting changes . . . ... e - (4,800)
Netearnings. . .................. .... $ 454,700 $ 394,830 $ 329,320

Earnings per share:

Before cumulative effect of accounting changes. . . e $1.57 $1.38 $1.19
Cumulative effect of accounting changes . . . ... e - (.02)
Netearnings. . .................. e $1.57 $1.38 $1.17
Average number of common shares outstanding . . . . .... 288,967 285,112 281,780

See notes to consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS

Automatic Data Processing, Inc. and Subsidiaries

(In thousands, except per share amounts)

June 30,

1996 1995
ASSETS
Current assets:
Cash and cash equivalents $ 314,416 $ 313,612
Short-term marketable securities 321,743 384,009
Accounts receivable 507,198 377,145
Other current assets 310,926 136,377
Total current assets 1,454,283 1,211,143
Long-term marketable securities 462,461 594,268
Long-term receivables 188,184 189,858
Property, plant and equipment - at cost:
Land and buildings 322,975 287,186
Data processing equipment 578,935 501,403
Furniture, leaseholds and other 330,610 309,592
1,232,520 1,098,181
Less accumulated depreciation 764,254 682,222
468,266 415,959
Other assets 19,597 84,212
Intangibles 1,247,094 705,656
$3,839,885 $3,201,096
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Notes payable $ 90,746 $ -
Accounts payable 96,351 65,955
Accrued expenses and other current liabilities 590,355 385,040
Income taxes 52,954 82,672
Current portion of long-term debt 5,207 9,556
Total current liabilities 835,613 543,223
Long-term debt 403,743 390,177
Other liabilities 78,508 66,865
Deferred income taxes 112,880 18,844
Deferred revenue 93,795 85,372
Shareholders' equity:
Preferred stock, $1.00 par value:
Authorized, 300 shares; issued, none
Common stock, $.10 par value:
Authorized, 500,000 shares; issued, 314,277 and
314,234 shares, respectively 31,428 31,424
Capital in excess of par value 406,200 351,907
Retained earnings 2,537,952 2,182,838

Treasury stock - at cost, 26,656 and 26,066 share s, respectively  (660,234) (469,554)

Total shareholders' equity 2,315,346 2,096,615

$3,839,885 $3,201,096

See notes to consolidated financial statements.
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STATEMENTS OF CONSOLIDATED SHAREHOLDERS' EQUITY
Automatic Data Processing, Inc. and Subsidiaries

(In thousands, except per share amounts)

Capital in
Common Stock Excess of Retained Tre asury
Sh ares  Amount Par Value Earnings Stock
BALANCE, JULY 1, 1993, AS PREVIOUSLY REPORTED 157 117 $15,712  $300,010 $1,630,135 $45 1,401
Two-for-one stock split as of January 1, 1996 157 , 117 15,712 (15,712) - -
Employee stock plans and related tax benefits -- -- 23,699 - (4 7,986)
Treasury stock acquired (5,158 shares) - -- - - 12 9,389
Net earnings - -- - 329,320 -
Dividends ($.27 per share) - - - (76,031) --
Other transactions -- -- 1,320 Q) 109
BALANCE, JUNE 30, 1994 314 ,234 31,424 309,317 1,883,423 53 2,913
Employee stock plans and related tax benefits -- -- 43,498 - (3 9,384)
Treasury stock acquired (438 shares) - -- - - 1 3,146
Acquisitions (2,956 shares) - - (13,045) (6,206) (3 7,225)
Net earnings -- -- -- 394,830 -
Dividends ($.3125 per share) -- -- -- (89,224) -
Other transactions - -- 12,137 15 104
BALANCE, JUNE 30, 1995 314 234 31,424 351,907 2,182,838 46 9,554
Employee stock plans and related tax benefits - -- 68,286 - (3 7,080)
Treasury stock acquired (6,640 shares) - -- - - 24 5,224
Acquisitions (1,513 shares) -- -- 4,007 12,530 (1 7,809)
Net earnings -- -- -- 454,700 -
Dividends ($.3875 per share) - - - (112,116) -
Other transactions 43 4 (18,000) - 345
BALANCE, JUNE 30, 1996 314 277  $31,428 $406,200 $2,537,952 $66 0,234

See notes to consolidated financial statements.
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STATEMENTS OF CONSOLIDATED CASH FLOWS
Automatic Data Processing, Inc. and Subsidiaries

(In thousands)

Year ended June 30,

CASH FLOWS FROM OPERATING ACTIVITIES
Net earnings $
Depreciation and amortization

Deferred income taxes

Changes in operating assets and liabilities:
Receivables and other assets

Accounts payable and accrued expenses

Other

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of marketable securities (
Proceeds from sale of marketable securities
Capital expenditures

Other changes in property, plant and equipment
Additions to intangibles

Acquisitions of businesses, net of cash acquired

Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of notes

Repayments of long-term debt

Proceeds from issuance of common stock
Repurchases of common stock

Dividends paid

Other

Net cash flows from financing activities

Net change in cash and cash equivalents
Cash and cash equivalents, at beginning of period

Cash and cash equivalents, at end of period $

See notes to consolidated financial statements.
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1996 1995 1994
454,700 $ 394,830 $ 329,320
201,629 172,536 148,295
13,940 (11,050)  (3,200)
22,659 (89,131)  (28,922)
(36,175) (1,975) 17,105
(12,699) 13,575 46,530
644,054 478,785 509,128
1,014,244) (1,080,989) (953,494)
1,208,317 926,276 835,580
(163,525)  (117,698) (110,733)
5,563 3,756 12,822
(111,054)  (38,612)  (24,460)
(472,783)  (107,457) (81,082)
(547,726)  (414,724) (321,367)
90,746
(21,009) (6,217)  (1,702)
125,617 99,412 77,981
(245,224)  (13,146) (129,389)
(112,116)  (89,224)  (76,031)
66,462 20,100 (796)
(95,524) 10,925  (129,937)
804 74,986 57,824
313,612 238,626 180,802
314,416 $ 313,612 $ 238,626




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Years ended June 30, 1996, 1995 and 1994 / AutoiDatia Processing, Inc. and Subsidiaries

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Consolidation and Basis of Preparation. The obdated financial statements include the accoohfsutomatic Data Processing, Inc. and
its majority-owned subsidiaries. Intercompany actewand transactions have been eliminated in cifagimin.

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the amounts reportdtkigonsolidated financial statements and accowipamotes. Actual results could differ
from these estimates.

B. Accounting Changes. In fiscal 1994 the Compaigypted FASB Statements No. 109, "Accounting foome Taxes", and No. 112,
"Employers' Accounting for Postemployment Benefitffective July 1, 1993. The cumulative effecadbpting Statement No. 109 was to
increase net earnings by $2.7 million ($.01 peresh& he cumulative effect of adopting Statement N2, which requires certain
postemployment benefits to be accrued as servigmisded, was to decrease net earnings by $71m{$.03 per share), net of $5.0 million
of income tax benefits.

C. Cash and Cash Equivalents. Highly liquid invesita with a maturity of three months or less attitlne of purchase are considered cash
equivalents. D. Marketable Securities. Marketableusties consist primarily of high grade municipalestments. Most of the Company's
marketable securities are considered to be "aveif@-sale”, and, accordingly, are carried ondbire 30, 1996 balance sheet at fair market
value which approximates cost. Gains/losses franstiie of marketable securitites have not beenrirakt@pproximately $249 million of the
Company's long-term marketable securities matude2ryears, $91 million in 2-3 years, and the rerdar in less than 7 years. E. Property,
Plant and Equipment. Property, plant and equipnsetépreciated over the estimated useful livebefassets by the straight-line method.
Leasehold improvements are amortized over the eshoftthe term of the lease or the estimated usigks of the improvements.

The estimated useful lives of assets are primasljollows:

Data processing equipment 2to 3yea rs
Buildings 20to 40ye ars
Furniture and fixtures 3to7yea rs

F. Intangibles. Intangible assets are recordedsttand are amortized primarily on a straight-basis. Goodwill is amortized over periods
from 15 to 40 years, and is periodically reviewedimpairment by comparing carrying value to undistted expected future cash flows. If
impairment is indicated, a write-down to fair valim@rmally measured by discounting estimated futash flows) is taken.

G. Revenue Recognition. Service revenue, includoftvare license fees, maintenance fees and otiudlaay fees, is recognized as services
are provided. In those instances where hardwaseldsto clients as part of a bundled service dffigrthe gross profit on the sale of hardware
and prepaid software license fees, less costdlofgsand installation, is deferred and recognipada straight-line basis over the initial
contract period, which generally is from 5 to 7ngea

H. Foreign Currency Translation. The net assete@fCompany's foreign subsidiaries are translatedU.S. dollars based on exchange rates
in effect at the end of each period, and revendesapenses are translated at average exchangeluaiteg the periods. Currency transaction
gains or losses, which are included in the residltperations, are immaterial for all periods prieed. Gains or losses from balance sheet
translation, which are not material, are includedhareholders' equity.

I. Stock Split. As of January 1, 1996, the Comphag a two-for-one stock split. All per share eagsiand dividends and references to
common stock give effect to this split.

J. Earnings Per Share. Earnings per share are bpsadhe weighted average number of shares odisduring the respective periods.

K. Line of Business. The Company is engaged irctraputing services business. L. ReclassificatioRradr Financial Statements. Certain
reclassifications have been made to previous yBaasicial statements to conform to current clasaifons.

NOTE 2. ACQUISITIONS AND DISPOSITIONS

Effective November 1, 1995, ADP acquired controGSI-Participations, a leading computer servicesgany based in Paris, France, for
approximately $460 million in cash plus transactosts and other related liabilities assumed. Aigoof the purchase price has been fun

by borrowing approximately 466 million French franequivalent to $91 million as of June 30, 1996 ashort-term basis at an average
interest rate of 4.1% during the period subseqteetite acquisition. This borrowing has been degighas a hedge against the Company's net
investment in GSI.

The financial results of GSI are included in AD&dsisolidated results on a one-month lag. Accorgirntble consolidated results for fiscal

1996 include GSI's operations from November 1998uihh May 1996. During the fourth quarter, a decisvas reached to sell GSI's

facilities management
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business. Consequently, the net of revenues anthprexpenses of that business for the quarteGiwdiie not material, have been included in
general, administrative and selling expenses irbtagement of Consolidated Earnings. Net assdtsedfusiness are included as assets held
for sale in other current assets on the ConsolidBtdance Sheet.

Based on preliminary allocations of purchase ptice,GSI transaction results in approximately $62on of goodwill and other intangible
(primarily customer lists and software), which beéng amortized over periods ranging from 5 to dérg. The allocation of purchase price is
preliminary and subject to adjustment upon recgfifiinal valuation information and management'safiestimates as to the fair value of as
acquired and liabilities assumed.

On an unaudited pro forma basis, assuming thaahaisition had been made as of July 1, 1994,dhedlidated revenue of ADP for fiscal
1996 and 1995 would have increased by approxim&®En8 million and $400 million, respectively, anet earnings would have decreased by
approximately $9 million ($.03 per share) and $3lion ($.11 per share), respectively.

During fiscal 1996, 1995 and 1994, the Company Ipased several other businesses for approximatélyriion (including $20 million in
common stock), $123 million (including $16 milliam common stock) and $81 million, respectively. Thsults of these acquired businesses
were not material to the Company's consolidateghfiial statements, and are included from the dagequisition.

The Company also acquired several businesse<cal i®96 and 1995 in pooling of interest transaxtiim exchange for 969,000 and
2,362,000 shares of common stock, respectively.ddrapany's consolidated financial statements weteastated because in the aggregate
these transactions were not material.

NOTE 3. RECEIVABLES

Accounts receivable is net of an allowance for dfulfaccounts of $35 million and $23 million at &80, 1996 and 1995, respectively.
The Company finances the sale of computer systeroartain of its clients. These finance receivagldaebstantially all of which are due from
automobile and truck dealerships, are reflectetiénconsolidated balance sheets as follows:

1996 1995

(In thousands) Current Long-Term Curren t Long-Term
June 30,
Receivables $126,415 $243,522 $110,34 5 $247,145
Less:

Allowance

for doubtful

accounts (14,715) (25,727) (12,13 6) (26,166)

Unearned

income (25,144) (29,611) (24,10 2) (31,121)

$ 86,556 $188,184 $ 74,10 7 $189,858

Unearned income from finance receivables represhatexcess of gross receivables over the sales pfithe computer systems financed.
Unearned income is amortized using the intereshateto maintain a constant rate of return on thénwestment over the term of each
contract.

Long-term receivables at June 30, 1996 maturelbs\va

(In thousands)

1998 $104,058
1999 74,898
2000 44,127
2001 16,752
Thereafter 3,687
$243,522

NOTE 4. INTANGIBLE ASSETS
Components of intangible assets are as follows:
(In thousands)

June 30, 1996 1995

Goodwill $ 931,424 $ 482,076
Other 709,803 528,277
1,641,227 1,010,353
Less accumulated amortization (394,133) (304,697)
$1,247,094 $ 705,656

Other intangibles consist primarily of purchaseghts (acquired directly or through acquisitionsptovide data processing services to var



groups of clients (amortized over periods from 3@oyears) and purchased software (amortized amogs from 3 to 10 years).
Amortization of intangibles totalled $81 millionrfiscal 1996, $66 million for 1995 and $61 milliéor 1994.

NOTE 5. LONG-TERM DEBT
Components of long-term debt are as follows:
(In thousands)

June 30, 1996 1995

Zero coupon convertible subordinated

notes (5 1/4% yield) $356,561 $339,132 Industesknue bonds
(with fixed and variable interest rates

from 3.6% to 8.3%) 39,200 39,560

Other 13,189 21,041
408,950 399,733

Less current portion (5,207) (9,556)
$403,743 $390,177

The zero coupon convertible subordinated notes hdaee value of approximately $802 million at J80e 1996, and mature February 20,
2012, unless converted or redeemed earlier. Tresraot convertible into approximately 10.4 millairares of the Company's common stock.
The notes are callable at the option of the Compamge February 1996, and the holders of the regteonvert into common stock at any
time or require redemption in 1997,
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2002, and 2007. During fiscal 1996, approximateynllion face value of notes were converted. Adwafie 30, 1996 and 1995, the quoted
market prices for the zero coupon notes were appiately $400 million and $360 million, respectivelhe fair value of the other debt
included above, based on available market infolmnatpproximates its carrying value.

Long-term debt repayments are due as follows:

(In thousands)

1998 $ 443

1999 435
2000 435
2001 435
Thereafter 401,995
$403,743

Interest payments were approximately $8 millionimyifiscal 1996 and $4 million during the years emdune 30, 1995 and 1994.

NOTE 6. PAYROLL AND PAYROLL TAX FILING SERVICES

As part of its integrated payroll and payroll tdinfy services, the Company collects funds for fatlestate and local employment taxes from
approximately 260,000 clients, files over 11.5 ioillapplicable returns, handles all regulatory espondence and amendments, absorbs
regulatory charges for certain penalties and isteend remits the funds to the appropriate taxieigs. In addition to fees paid by clients for
these services, the Company receives interestglthainterval between the receipt and disbursemwiefunds by investing the funds
primarily in AA or better rated municipal instrumenwith no more than $80 million in any singletmsnent. The amount of collected but
unremitted funds varies significantly during theayand averaged approximately $3.7 billion in fisk296, $3.3 billion in fiscal 1995 and
$2.8 billion in fiscal 1994. The amount of suchdsrwas $5.0 billion as of June 30, 1996, of whittbilion was supported by a letter of
credit and a related ADP guarantee, and was $4iénbas of June 30, 1995. Interest on collectedumwemitted funds amounted to
approximately $178 million in fiscal 1996, $148 loih in 1995, and $111 million in 1994.

NOTE 7. EMPLOYEE BENEFIT PLANS

A. Stock Option Plans. The Company has stock ogilans which provide for the issuance to eligiblgptoyees of incentive and non-
qualified stock options, which may expire as musii@ and 12 years, respectively, from the dateaitgat prices not less than the fair
market value on the date of grant. At June 30, 1888e were 5,116 participants in the plans. Tdwegate purchase price for options
outstanding at June 30, 1996 was approximately $&8i®n. The options expire between 1996 and 2006.

A summary of changes in the stock option plangterthree years ended June 30, 1996 is as follows:

(In thousands, except per share amounts) Number of Options
Year ended June 30, 1996 1995 1994
Options outstanding, beginning of year 20,724 19,340 16,474

Options granted ($33 to $39 per share

in 1996, $27 to $31 in 1995 and $24

to $26 in 1994) 6,080 5,384 6,182
Options exercised ($6 to $31 per share

in 1996, $4 to $25 in 1995 and $4 to

$24 in 1994) (2,445) (2,282) (1,718)
Options cancelled (1,726) (1,764) (1,608)
Other 74 46 10

Options outstanding, end of year ($8 to
$39 per share in 1996, $6 to $31 in
1995 and $5 to $26 in 1994) 22,707 20,724 19,340

Options exercisable, end of year 6,677 5,652 5,180
Shares available for future grants,
end of year 10,015 4,442 8,108
Shares reserved for issuance under stock
option plans 32,722 25,166 27,448

The Financial Accounting Standards Board has isausdtement on accounting for stock-based compiensahich allows companies to
either retain APB Opinion 25 for recognizing expefar stock-based compensation, or adopt a newiatiog method based on estimated
fair value. The Company has decided to contindeltow APB 25 and will describe the impact of usiag estimated fair value approach on a
pro forma basis in fiscal 1997.

B. Restricted Stock Plan. The Company has a réstristock plan under which shares of common stawtk bbeen sold for nominal
consideration to certain key employees. These shaeerestricted as to transfer and in certairugistances must be resold to the Compa
the original purchase price. The restrictions lapger periods of up to six years. During the yearded June 30, 1996, 1995 and 1994, the
Company issued 186,800, 106,300 and 188,100 restréhares, and repurchased 47,200, 50,200 andi4gh2res, respectively.

C. Employee Stock Purchase Plans. The Companytdas gurchase plans under which eligible employsas the ability to purchase sha



of common stock at 85% of the lower of market vadseof the date of purchase election or end oplfue. Approximately 1.9 million shares
are scheduled for issuance on December 31, 1998.8rdillion on December 31, 1997. Approximatel9 illion and 2.0 million shares

were issued during the years ended June 30, 1996385, respectively. At June 30, 1996 and 1935 etkvere approximately 8.6 million a
10.6 million shares reserved for purchase undepidre Included in liabilities as of June 30, 138%®1 1995 are employee stock purchase plan

withholdings of approximately $51 million and $4%lian, respectively.
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D. Pension Plan. The Company has a defined berait balance pension plan covering substantidljoahestic employees, under which
employees are credited with a percentage of basegizh year plus 7% interest. Employees are fudtad on completion of five years
service. The Company's policy is to make contrimgiwithin the range determined by generally a@mbpttuarial principles.

The plan's funded status is as follows:

(In thousands)

June 30,
Funded plan assets at market value,
primarily stocks and bonds $19
Actuarial present value of benefit obligations:
Vested benefits 14
Non-vested benefits

Accumulated/projected benefit obligation 14
Plan assets in excess of projected benefits 4
Prior service cost (
Transition obligation

Unrecognized net actuarial loss due to

different experience than that assumed 2

Prepaid pension cost $6

The components of net pension expense were as f

(In thousands)

Year ended June 30, 1996

Service cost -- benefits earned

during the period $13,600

Interest cost on projected benefits 10,000

Return on plan assets (20,000)

Net amortization and deferral 9,900
$13,500

Assumptions used to develop the actuarial prese
obligations for the three years ended June 30, 1996
Discount rate
Expected long-term rate of return on assets
Rate of increase in compensation levels

1996 1995
1,400 $134,200
0,900 119,000
8,200 7,400
9,100 126,400
2,300 7,800
3,400) (4,300)
1,500 1,700
2,700 31,400
3,100 $ 36,600
ollows:

1995 1994

$12,600  $10,700
8,400 6,800

(11,600) (1,500)
3,600 (7,300)

$13,000 $ 8,700

nt value of benefit
were:

8.0%
8.5%
6.0%

E. Retirement and Savings Plan. The Company h&4 @&retirement and savings plan which allowsiblggemployees to contribute up to
12% of their compensation annually. The Companychest a portion of this contribution which amournt@dpproximately $18 million, $11
million and $9 million for calendar years 1995, 4%hd 1993, respectively.

NOTE 8. INCOME TAXES

In accordance with FASB statement No. 109, accounti
the asset and liability approach. Deferred taxes re
on future years of differences between the financia
assets and liabilities.

The provision for income taxes consists of the
(In thousands)

ng for income taxes follows
flect the tax consequences
I reporting and tax bases of

following components:

Year ended June 30, 1996 1995 1994
Current:

Federal $124,400 $ 106,440 $87,430
Foreign 20,750 19,150 10,670
State 21,600 24,910 17,310
Total current 166,750 150,500 115,410
Deferred:

Federal 6,060 (4,440) (620)
Foreign 5,860 (5,430) (2,880)
State 2,020 (1,180) 300

Total deferred 13,940 (11,050) (3,200)




$180,690 $ 139,450 $112,210

At June 30, 1996 and 1995, the Company had grdesrdd tax assets of approximately $114 million &@8 million, respectively, consisting
primarily of operating expenses not currently dédithle for tax return purposes. Valuation allowanapproximated $23 million as of June 30,
1996, and were not material as of June 30, 199s<deferred tax liabilities approximated $214 irillas of June 30, 1996 and $85 million
as of June 30, 1995, consisting primarily of diéfeczes in the accounting and tax values of certeédfand intangible assets.

Income tax payments were approximately $178 miliro©996, $131 million in 1995 and $90 million if94. Pretax domestic earnings
approximated $592 million in 1996, $505 millionliA95 and $430 million in 1994.

A reconciliation between the Company's effectiverite and the U.S. federal statutory rate is hevis:

(In thousands, except percentages)

Year ended June 30, 1996 % 1995 % 1994 %
Provision for taxes
at statutory rate $222,400 35.0 $187,00 0 35.0 $156,200 35.0
Increase (decrease)
in provision from:
Investments in
municipals and
and preferred
stocks (55,300) (8.7) (57,99 5) (10.9) (50,860) (11.4)
State taxes, net
of federal tax

benefit 15370 2.4 1542 5 29 12,540 28
Other (1,780) (.3) (4,98 0) ((9) (5,670) (1.3)
$180,690 28.4 $139,45 0 261 $112,210 25.1
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NOTE 9. LEASE OBLIGATIONS
The Company and its subsidiaries have variousitiasiland equipment lease obligations. Total reexaense was approximately $164 mill
in 1996, $152 million in 1995 and $135 million iBM with minimum lease commitments under operdtages as follows:

(In thousands)

Year ending June 30,

1997 $159,000

1998 117,000
1999 65,000
2000 34,000
2001 22,000
Thereafter 38,000
$435,000

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

NOTE 10. FINANCIAL DATA BY GEOGRAPHIC AREA

Information about the Company's operations by geogr aphic area for the year ended
June 30, 1996 is as follows (in millions):

Other
Foreign
United (Primarily Consoli-
States Europe  Canada) Corporate  dated
Revenue $3,020 $388 $115 $ 44 $3,567
Earnings before
income taxes  $ 562 $35 $8 $ 30 $ 635
Identifiable
assets $1,568 $290 $ 56 $1,926  $3,840

International operations prior to fiscal 1996 weot material to the Company's consolidated findmeisults.

NOTE 11. QUARTERLY FINANCIAL RESULTS (UNAUDITED)
Summarized quarterly results of operations (astedtfor a two-for-one stock split on January B&)Jor the three years ended June 30,
1996 are as follows:

(In thousands, except per share amounts)

First  Second Third  Fourth
Year ended June 30, 1996 Quarter Quarter Quarter Quarter
Revenue $747,094 $819,723 $1 ,031,864 $967,916
Net earnings $81,900 $108,900 $ 143,900 $120,000
Earnings per share $ 28 $ 38 % 49 ¢ 42

Year ended June 30, 1995

Revenue $622,286 $672,597 $ 798,989 $799,870
Net earnings $68,700 $94,920 $ 125,270 $105,940
Earnings per share $ 24 $ 33 % 44 $ .37

Year ended June 30, 1994

Revenue $551,983 $577,661 $ 674,405 $664,917
Net earnings $53,710(a) $ 80,180 $ 104,990 $ 90,440
Earnings per share $ 19(a)% .29 $ 37 $ .32

(a) After decrease of $4.8 million ($.02 per shé@me)n the cumulative effect of accounting changésrd quarter revenue and earnings have
historically been positively impacted by calendeasrend processings associated with many of thep@oy's services.
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REPORT OF MANAGEMENT

Management is responsible for the preparation@btttompanying financial statements. The finarstatements, which include amounts
based on the application of business judgement®, b@en prepared in conformity with generally ateg@mccounting principles. Deloitte &
Touche LLP, independent certified public accourgahaive audited our consolidated financial statesnes described in their report.

The Company maintains financial control systemsghesl to provide reasonable assurance that agsessf@guarded and that transactions
are executed and recorded in accordance with mar@geuthorization. The control systems are supddsy written policies and the control
environment is regularly evaluated by both the Canys internal auditors and Deloitte & Touche.

The Board of Directors has an Audit Committee casgat of four outside directors. The Audit Committeeets with both Deloitte & Touche
and the internal auditors with and without managattag@resence. It monitors and reviews the Compdmancial statements and internal
controls, and the scope of the internal auditard' @eloitte & Touche's audits. Deloitte & Touchealdhe internal auditors have free access to
the Audit Committee.

/sl Arthur F. Weinbach /sl Richard J. Havil and
Arthur F. Weinbach Ri chard J. Havil and
Presi dent and Vi ce President, Finance

Chi ef Executive O ficer

Rosel and, New Jersey
August 14, 1996

INDEPENDENT AUDITORS' REPORT

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

We have audited the accompanying consolidated balsineets of Automatic Data Processing, Inc. abdidiaries as of June 30, 1996 and
1995, and the related consolidated statementsroingg, shareholders' equity, and cash flows fohed the three years in the period ended
June 30, 1996. These consolidated financial stattnage the responsibility of the Company's manamen®©ur responsibility is to express
opinion on these financial statements based omodits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by manageemiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetegresent fairly, in all material respects, tin@ricial position of Automatic Data
Processing, Inc. and subsidiaries at June 30, 4886.995, and the results of their operations heil tash flows for each of the three years
in the period ended June 30, 1996, in conformityrgenerally accepted accounting principles.

As discussed in Note 1 to the consolidated findrst&ements, in 1994 the Company changed its rdstbbaccounting for postemployment
benefits other than pensions and for income taxes.

/sl Deloitte & Touche LLP

New York, New York, August 14, 1996
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EXHIBIT 21

Jurisdiction of Name of Subsidiary Incorporation

ADP Atlantic, Inc. Delaware
ADP Claims Solutions Group, Inc. Delaware
ADP Autonom Computer GmbH Germany
ADP Nederland B.V. The Netherlands
ADP Central, Inc. Delaware
ADP Credit Corp. Delaware
ADP Dealer Services Ltd. Canada (Federal)
ADP East, Inc. Delaware
ADP Europe S.A. France

ADP Financial Information Services, Inc. Delaware
ADP Financial Information Services (UK) Limited United Kingdom
ADP, Inc. Delaware
ADP Insurance Company, Ltd. Delaware
ADP Network Services International, Inc. Delaware
ADP Network Services Limited United Kingdom
ADP of New Jersey, Inc. Delaware
ADP of North America, Inc. Delaware
ADP Pacific, Inc. Delaware
ADP Savings Association Pennsylvania
ADP Tax Services, Inc. Delaware
ADP Broker-Dealer, Inc. New Jersey

In accordance with Item 601(b)(21) of RegulatioK She Registrant has omitted the names of pagricsiibsidiaries because the unnamed
subsidiaries, considered in the aggregate as &esngsidiary, would not have constituted a sigatfit subsidiary as of June 30, 19



EXHIBIT 23
INDEPENDENT AUDITORS' REPORT ON SCHEDULE AND CONSENT

To the Board of Directors

and Shareholders of

Automatic Data Processing, Inc.
Roseland, New Jersey

We have audited the consolidated financial statesn@mAutomatic Data Processing, Inc. as of Junel906 and 1995, and for each of the
three years in the period ended June 30, 1996havelissued our report thereon dated August 145,288ich report includes an explanatory
paragraph indicating changes in accounting priesifbr postemployment benefits other than pensaodsfor income taxes; such
consolidated financial statements and report aeidted in your 1996 Annual Report to Shareholdesare incorporated herein by referei
Our audits also included the financial statemehedale of Automatic Data Processing, Inc., listettém 14. This financial statement
schedule is the responsibility of the Company'sagament. Our responsibility is to express an opib@sed on our audits. In our opinion,
such financial statement schedule, when considareslation to the basic financial statements take@ whole, present fairly in all material
respects the information set forth therein.

In addition, we consent to the incorporation byrehce in Automatic Data Processing, Inc.'s Remjiett Statement Nos. 33-45150, 33-
52876, 33-55909, 33-57207, 33-58165, 33-61629,E®EB9 and 333-02331 on Form S-3 and Registratiate®ents Nos. 33-24987, 33-
25290, 33-38338, 2-75287, 33-38366, 33-38365, AH8H33-51979, 33-51977, 33-52629, 33-56419, 3HB36333-10281, 333-10279 and
333-10277 on Form S-8 of our report dated Augustl 996, included in your 1996 Annual Report to £hatders and incorporated by
reference in the Annual Report on Form 10-K of An&tic Data Processing, Inc. for the year ended 30n&996.

/sl Deloitte & Touche LLP
New Yor k, New Yor k
August 14, 1996



ARTICLE 5

PERIOD TYPE YEAR
FISCAL YEAR END JUN 30 199
PERIOD END JUN 30 199
CASH 314,41¢
SECURITIES 321,74
RECEIVABLES 541,82:
ALLOWANCES (34,627
INVENTORY 32,58(
CURRENT ASSET¢ 1,454,28:
PP&E 1,232,52i
DEPRECIATION 764,25:
TOTAL ASSETS 3,839,88!
CURRENT LIABILITIES 835,61:
BONDS 403,74
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 31,42¢
OTHER SE 2,283,91
TOTAL LIABILITY AND EQUITY 3,839,88!
SALES 0
TOTAL REVENUES 3,566,59
CGS 0
TOTAL COSTS 2,888,68
OTHER EXPENSE¢ 0
LOSS PROVISION 12,79:
INTEREST EXPENSE 29,73:
INCOME PRETAX 635,39(
INCOME TAX 180,69!
INCOME CONTINUING 454,70(
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 454,70(
EPS PRIMARY 1.57
EPS DILUTED 1.5:
End of Filing
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