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Iltem 1. Business

Automatic Data Processing, Inc., incorporated iteldare in 1961 (together with its subsidiaries “ARJP the “Company”), is one of the
world’s largest providers of business outsourciolgtsons. Leveraging nearly 60 years of experiedd2P offers a wide range of HR, payroll, tax
and benefits administration solutions from a sirgglarce. ADP is also a leading provider of integglatomputing solutions to automotive, heavy
truck, motorcycle, marine and recreational vehitgalers throughout the world. For financial infotima by segment and by geographic area, see
Note 18 of theé‘Notes to Consolidated Financial Statements” cortdiin this Form 10-KThe Company’s Annual Reports on Form 10-K, Quayter!
Reports on Form 1-Q, Current Reports on Form 8-K and all amendménthose reports, the Proxy Statement for its AhMeeting of
Stockholders and its Annual Report to Stockholdezanade available, free of charge, on its websiteww.adp.comas soon as reasonably
practicable after such reports have been filed wittiurnished to the Securities and Exchange CosiornisThe following summary describes
ADP’s activities.

Employer Services

Employer Services offers a comprehensive rangeiofam resource (HR) information, payroll processtag,and benefits administration
products and services, including traditional andoWidased outsourcing solutions, that assist appreityn 560,000 employers in the United States,
Canada, Europe, South America (primarily Braziljstalia and Asia to staff, manage, pay and reteir employees. Employer Services markets
these products and services through its direct etiagk salesforce and, on a limited basis, througliréct sales channels, such as marketing
relationships with banks and accountants, amongrsttn fiscal 2008, 82% of Employer Services’ rayes were from the United States, 11% were
from Europe, 5% were from Canada and 2% were froattSAmerica (primarily Brazil), Australia and Asia

United States

Employer Services’ approach to the market is tochnatclient’s needs with the services and prodibetswill best meet expectations. To
facilitate this approach, in the United States, Exygr Services is comprised of the following groupsall Business Services (SBS) (serving
primarily organizations with fewer than 50 emploggéajor Account Services (serving primarily orgaations with between 50 and 999
employees); and National Account Services (serpimgarily organizations with 1,000 or more emplogkee

SBS processes payroll for smaller clients and plesrthem with market leading solutions, includimarge of value-added services that are
specifically designed for small business clientajdrl Account Services and National Account Servidfésr a full suite of best-of-breed employer
services solutions for clients ranging from midesilarough many of the world’s largest corporations.

ADP enables its largest clients to interface thajor enterprise resource planning (ERP) applioatigith ADP’s outsourced payroll services.
For those organizations that choose to procesoayhouse, ADP delivers stand-alone servicehagpayroll tax filing, check printing and
distribution, year-end tax statements(., form W-2), wage garnishment services, healthwelflare administration and flexible spending acttou
(FSA) administration.

In order to address the growing business processwicing (BPO) market for clients seeking humaouece information systems and benefit
outsourcing solutions, ADP offers its integratedhpoehensive outsourcing services (COS) solutionataws larger clients to outsource HR,
payroll, payroll administration, employee serviemter, benefits administration, and time and labanagement functions to ADP. ADP also offers
ADP Resourc€ , an integrated, flexible HR and payroll servicedhg that provides a menu of optional serviceshsas 401(k), FSA and a
comprehensive Pay-by-P&workers’ compensation payment program.

ADP provides payroll services that include fiieparation of client employee paychecks andreleic direct deposits, along with supporting
journals, summaries and management reports. ARPsalgplies the quarterly and annual social securigdicare and federal, state and Ic
income tax withholding reports required to be fimdemployers.

ADP’s Added Value Services division (formerly thaxT Retirement, Insurance and Pre-Employment Seswdovision) includes the following
businesses: Tax and Financial Services, Retire®@mnices, Insurance Services and Pre-Employmemritic8sr These businesses primarily support
SBS, Major Account Services and/or National Accdbetvices, and their services are sold throughetboasinesses, as well as dedicated sales
and marketing arrangements with alliance partr



e Tax and Financial Services processes and colled&sdl, state and local payroll taxes on behakod, from, ADP clients and remits these
taxes to the appropriate taxing authorities. Thisifeess is also responsible for the efficient maemnof information and funds from clients
to third parties through service offerings suctmew hire reporting, TotalP&&payroll check (ADPCheck™), full service direct dsjto
(FSDD) and stored value payroll card (TotalPagard) products, and the collection and paymentagfexgarnishments. Tax and Financial
Services also offers wage verification and salebLese tax services. This business provides arreféctinterface between ADP clients and
over 2,200 federal, state and local tax agenaies) the Internal Revenue Service to local goverrtmen fiscal 2008, Tax and Financial
Services in the United States processed and detivarer 52 million year-end tax statemenis.(, form W-2) to its clients’ employees and
over 40.8 million employer payroll tax returns ateposits, and moved over $1 trillion in client fartd taxing authorities and its clients’
employees via electronic transfer, direct depasit ADPCheck.

e Retirement Services provides recordkeeping anélated administrative services with respect toowaritypes of retirement (primarily 401
(k) and SIMPLE IRA) plans, deferred compensatianpland “premium only” cafeteria plans.

e Insurance Services provides a comprehensive Pa&alpyworkers’ compensation payment program andutiiréutomatic Data Processing
Insurance Agency, Inc., offers workers compensadiuth group health insurance to small and mid-dizets.

e Pre-Employment Services includes three categofissrgices: Applicant Management Services, Scregaimd Selection Services, and Tax
Credit Services. Applicant Management Servicesiges/employers with a web-based solution to matiagje talent throughout their
lifecycle. Screening and Selection Services praviackground checks, reference verifications andRimelp desk. Tax Credit Services
provides job tax credit services that assist eng®in the identification of, and filing for, fedédr state and local tax credits and other
incentives based on geography, demographics aed otiteria, and includes negotiation of incenfpaekages with applicable governmel
agencies.

ADP’s HR services provide solutions from pre-hwadétire, including talent acquisition through eoysle HR recordkeeping and compliance
management. ADP’s Benefit Services business preweéaefits administration across all market segspémtluding management of the open
enrollment of benefits, COBRA and FSA administratidDP’s Time and Labor Management services busipesvides solutions for employers to
capture, calculate and report employee time amshddince.

International

Employer Services has a growing presence outsitleedfnited States, where it offers solutions anlihsis of both geographic and specific
client business needs. ADP offers in-country “lmédireed”payroll and human resource outsourcing solutiorsrtall and large clients alike in oy
a dozen countries outside of the United Statesatih of Canada and Europe, ADP is the leading geodf payroll processing (including full
departmental outsourcing) and human resource aslration services. Within Europe, Employer Servitas business operations supporting its in-
country solutions in eight countries: France, Gennétaly, the Netherlands, Poland, Spain, Switzadland the United Kingdom. It also offers
services in Ireland (from the United Kingdom) andPiortugal (from Spain). In South America (primaBirazil), Australia and Asia, ADP provides
traditional service bureau payroll and also offetsdepartmental outsourcing of payroll servicABP also offers wage and tax collection and
remittance services in Canada and the United Kingdo

There is a steadily increasing demand frorttimational companies for global payroll and humasource management services. In fiscal 2008,
ADP continued to expand its GlobalViéhoffering, making it available in 37 countries. GédWiew is built on the SAP ERP Human Capital
Management and the SAP NetWea%¥giatform and offers multinational and global comiearan end-to-end outsourcing solution enabling
standardized payroll processing and human res@gheenistration. As of the end of fiscal 2008, 7imts had contracted for GlobalView services,
with approximately 390,000 employees being proakddpon completing the implementation for all thebents, ADP expects to be providing
GlobalView services to nearly one million employ@ed6 different countries. In fiscal 2007, ADPastshed a wholly foreign owned entity in
Shanghai, China, to serve the needs of multinaticorapanies with operations in China.

Professional Employer Organization Services

In the United States, ADP’s TotalSoufceADP’s professional employer organization (PEQSibass, provides clients with comprehensive
employment administration outsourcing solutionstigh a co-employment relationship, including paygyroll tax filing, HR guidance, 401(k)
plan administration, benefits administration, coiapte services, health and workers’ compensatigerage and other supplemental benefits for
employees. ADP’s TotalSource is the largest PEtherJnited States based on the number of total\pailisite employees. ADB'TotalSource hi
46 offices located in 19 states and serves appairiy 188,000 worksite employees in all 50 states.

Dealer Services

Dealer Services provides integrated dealeragament systems (such a system is also knowe imdlustry as a “DMS”) and other business
management solutions to automotive, heavy truckprogcle, marine and recreational vehicle (RV)iteta in North America, Europe, South
Africa and the Asia Pacific region. Over 25,000cabtive, heavy truck, motorcycle, marine and R\4itets in over 60 countries use ADP’s DMS
products, other software applications, networkiolgitsons, data integration, consulting and/or dibiharketing service:



Clients use ADP’s DMS products to manage boisness activities such as accounting, inventagagement, factory communications,
appointment scheduling, vehicle financing and iasae, sales and service. In addition to its DMSlpcts, Dealer Services offers its clients a full
suite of additional integrated applications to &ddreach department and functional area of themédd, including Customer Relationship
Management (CRM) applications, front-end salesraacketing solutions, and an IP Telephony phonesgydtilly-integrated into the DMS to help
dealerships drive sales processes and businesippiest initiatives. Dealer Services also providgslealership clients computer hardware,
hardware maintenance services, software suppatersydesign and network consulting services.

Dealer Services also designs, establishesnamtains communications networks for its deal@rshents that allow interactive communications
among multiple site locations as well as links kesw franchised dealers and their vehicle manufacfranchisors. These networks are used for
activities such as new vehicle ordering and statysiry, warranty submission and validation, pansl vehicle locating, dealership customer credit
application submission and decision-making, vehiefmir estimation and acquisition of vehicle regison and lien holder information.

All of Dealer Services’ solutions are suppdrby comprehensive training offerings and busipessess consulting services. ADP’s DMS and
other software products are available as “on-sifgdlications installed at the dealership or asiegibn service provider (ASP) managed services
solutions (in which clients outsource their infotina technology management activities to Dealewiges).

Markets and Marketing Methods

Employer Services offers services in the ethibtates, Canada, Europe, South America (primBriyil), Australia and Asia. Dealer Services
has offerings in North America, Europe, South Adrand the Asia Pacific region. PEO Services arredfin the United States.
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None of ADPS major business groups have a single homogeniaus bhse or market. Employer Services and PEOi&srhave clients from
large variety of industries and markets. Withirstblient base are concentrations of clients inifipéndustries. Dealer Services primarily serves
automobile dealers, which in turn may be depender# relatively small number of automobile manufests, but also serves heavy truck and
powersports {.e ., motorcycle, marine and recreational) dealers) erpair shops, used car lots, state departmémstor vehicles and
manufacturers of automobiles and trucks. EmployeviSes also sells to automobile dealers. Whileceatrations of clients exist, no one client or
industry group is material to ADP’s overall revesue

ADP’s businesses are not overly sensitiverime changes, although economic conditions amelegted clients and groups of clients may and
do have a temporary impact on demand for ADP’sisesv In fiscal 2008, Employer Services continwedrow, primarily due to new business
started in the period, an increase in the numbenygdfloyees on our clients’ payrolls, the impagpiite increases and an increase in average client
funds balances; Dealer Services grew due to beghnal revenue growth and growth from acquisitiare] PEO Services grew primarily due to an
increase in the average number of worksite empkoged higher administrative revenues as a resalh @ficrease in the average number of
worksite employees.

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

Competition

The industries in which ADP operates are ligbhmpetitive. ADP knows of no reliable statistlgwhich it can determine the number of its
competitors, but it believes that it is one of ldigest providers of business outsourcing solutiortee world. Employer Services and PEO Services
compete with other independent business outsouogngpanies, companies providing enterprise resqueseing services, software companies
and financial institutions. Captive in-house fuoos, whereby a company installs and operates itshmsiness processing systems, are another
competitive factor in the industries in which Emyso Services and PEO Services operate. Dealerceshdgompetitors include full service DMS
providers such as The Reynolds & Reynolds Comp@aegler Services’ largest DMS competitor in the BdiStates and Canada, and companies
providing applications and services that competl Wealer Services’ non-DMS applications and sewic

Competition in ADP’s industries is primarihased on service responsiveness, product qualitpace. ADP believes that it is very competitive
in each of these areas and that there are no alategative factors impacting ADP’s competitiveifios.

Clients and Client Contracts

ADP provides its services to over 585,000 clieltdiscal 2008, no single client or group of afiiéd clients accounted for revenues in exce
2% of annual consolidated revenues.

Our business is typically characterized mglerm customer relationships that result in recarrievenue. ADP is continuously in the proces
performing implementation services for our clie@epending on the service agreement and/or theo§ithe client, the installation or conversion
period for new clients could vary from a short pdrof time (up to two weeks) for an SBS client torger period (generally six to twelve months)
for a National Account Services or Dealer Servident with multiple deliverables, and in some sas®y exceed two years for a large Global\
client or other large, complicated implementati@though we monitor sales that have not yet belador installed, we do not view this metric as
material in light of the recurring nature of oursiness. This is not a reported number, but it é&lusy management as a planning tool relatir



resources needed to install services, and a méass@ssing our performance against the install&itioing expectations of our clients.

ADP’s average client retention is estimatechare than 10 years in Employer Services, more fhgears in PEO Services and 10 or more years
in Dealer Services, and has not varied signifigaindm period to period.
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ADP’s services are provided under written price quaator service agreements having varying termsanditions. No one price quotation
service agreement is material to ADP. Discountsates and promotions offered by ADP to clientsrertematerial.

Systems Development and Programming

During the fiscal years ended June 30, 20087 and 2006, ADP invested $611 million, $609iomilland $551 million, respectively, from
continuing operations, in systems development andraemming, migration to new computing technologied the development of new products
and maintenance of our existing technologies, tioly purchases of new software and software license

Product Development

ADP continually upgrades, enhances and expas@xisting products and services. Generallynew product or service has a significant effect
on ADP’s revenues or negatively impacts its exgspinoducts and services, and ADP’s products andcgsrhave significant remaining life cycles.

Licenses

ADP is the licensee under a number of agre¢srfer computer programs and databases. ADP’'sibssiis not dependent upon a single license
or group of licenses. Third-party licenses, patemnéslemarks and franchises are not material to’aADB&siness as a whole.

Number of Employees

ADP employed approximately 47,000 persons as of B, 2008.

Iltem 1A. Risk Factors

Our businesses routinely encounter and address,rskme of which may cause our future results wifferent than we currently anticipate.
Risk factors described below represent our curxéeny of some of the most important risks facinghnsinesses and are important
understanding our business. The following informm@should be read in conjunction with Managemebt&scussion and Analysis of Financial
Condition and Results of Operations , Quantitatine Qualitative Disclosures About Market Risk amel ¢onsolidated financial statements and
related notes included in this Form 10-K. This dssion includes a number of forwalabking statements. You should refer to the deSonof the
qualifications and limitations on forward-lookingasements in the first paragraph under Managemebi&cussion and Analysis of Financial
Condition and Results of Operations included i fhorm 10-K. Unless otherwise indicated or the eghbtherwise requires, reference in this
section to “we,” “ours,” “us” or similar terms meas ADP, together with its subsidiaries. The levehgfortance of each of the following risks may
vary from time to time.

Changes in laws and regulations may decrease ourvenues and earnings

Portions of ADP’s business are subject to governateagulations. Changes in governmental regulatinay decrease our revenues and
earnings and may require us to change the manmdmigh we conduct some of the aspects of our basireor example, a change in regulations
either decreasing the amount of taxes to be withbebllowing less time to remit taxes to governtrarhorities would adversely impact interest
income from investing funds that we collect frorents but have not yet remitted to the applicadiény authorities or client employees, thus
reducing our revenues and income from this source.

Security and privacy breaches may hurt our business

We store electronically personal information abamut clients and employees of our clients. In additour retirement services systems
maintain investor account information for retiremplans. There is no guarantee that the systemgpr@ogdures that we maintain to protect against
unauthorized access to such information are adeqoadrotect against all security breaches. Angii@ant violations of data privacy could result
in the loss of business, litigation and regulaiomestigations and penalties that could damageeaputation and the growth of our business cou
materially adversely affecte



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

Many of our businesses are highly dependent oralbility to process, on a daily basis, a large nunabeomplicated transactions. We rely
heavily on our payroll, financial, accounting artier data processing systems. If any of these mgstail to operate properly or become disabled
even for a brief period of time, we could sufferdincial loss, a disruption of our businesses, litglid clients, regulatory intervention or daméage
our reputation. We have disaster recovery plamdaoe to protect our businesses against naturastaiss, security breaches, military or terrorist
actions, power or communication failures or simédaents. Despite our preparations, in the eveataztastrophic occurrence, our disaster recovery
plans may not be successful in preventing thedbssistomer data, service interruptions, disrugitmour operations, or damage to our important
facilities.

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

Our businesses operate in industries that are cubjeapid technological advances and changintpoer needs and preferences. In order to
remain competitive and responsive to customer ddsjame continually upgrade, enhance and expanebasting products and services. If we fail
to respond successfully to the technology challentie demand for our services may diminish.

Political and economic factors may adversely affecur business and financial results

Trade, monetary and fiscal policies, and politexadl economic conditions may substantially changeeithere is a slowdown in the economy,
employment levels and interest rates may decredbeaveorresponding impact on our businesses. Gwamay react to worsening conditions by
reducing their spending on payroll and other outsiog services or renegotiating their contracthwis. If any of these circumstances remain in
effect for an extended period of time, there cdadch material adverse effect on our financial tesul
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Change in our credit ratings could adversely impacbur operations and lower our profitability

The major credit rating agencies periodically eatduour creditworthiness and have consistentlyrgisgetheir highest long-term debt and
commercial paper ratings. Failure to maintain rigddit ratings on long-term and short-term debidcrease our cost of borrowing, reduce our
ability to obtain intra-day borrowing required byrcemployer Services business, and ultimately redue client interest revenue.

We may be unable to attract and retain qualified pesonnel

Our ability to grow and provide our customers wittmpetitive services is partially dependent onahility to attract and retain highly
motivated people with the skills to serve our costos. Competition for skilled employees in the outsing and other markets in which we operate
is intense and if we are unable to attract andrrétighly skilled and motivated personnel, expecteslilts from our operations may suffer.

Iltem 1B. Unresolved Staff Comments
None
Item 2. Properties

ADP owns 45 of its processing centers, other oparal offices, sales offices and its corporate leadters complex in Roseland, New Jersey,
which aggregate approximately 4,110,251 square Reate of ADP’s owned facilities is subject to angterial encumbrances. ADP leases space
for some of its processing centers, other operatiofiices and sales offices. All of these leasésch aggregate approximately 6,063,665 square
feet in North America, Europe, South America (priityaBrazil), Asia, Australia and South Africa, ex@ at various times up to the year 2036. ADP
believes its facilities are currently adequatetfair intended purposes and are adequately magatain

Item 3. Legal Proceedings

In the normal course of business, the Companyhigstito various claims and litigation. While thet@ome of any litigation is inherently
unpredictable, the Company believes it has valfdries with respect to the legal matters pendiagnagit and the Company believes that the
ultimate resolution of these matters will not haveaterial adverse impact on its financial conditiesults of operations or cash flows.

Item 4. Submission of Matters to a Vote of SecuritjHolders

None



Part Il
Item 5. Market for the Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases @&quity Securities
Market for the Registrant’'s Common Equity

The principal market for the Company’s comnstatk (symbol: ADP) is the New York Stock Exchanglee following table sets forth the
reported high and low sales prices of the Compaty'smon stock based on the NYSE composite tramsestand the cash dividends per share of
common stock declared, during the past two fiseaky. As of June 30, 2008, there were 41,011 tohferecord of the Company’s common stock.
As of such date, 274,146 additional holders heit ttommon stock in “street name.”

Price Per Shar Dividend:s

High Low Per Shar
Fiscal 2008 quarteended:
June 3( $45.2: $41.2¢  $0.290
March 31 $44.6¢ $37.7: $0.290
December 31 $49.8. $44.2¢  $0.290
September 30 $49.3¢  $43.9:  $0.230
Fiscal 2007 quarteended:
June 3( $50.3( $43.8¢  $0.230
March 31 $51.5( $46.8¢ $0.230
December 31 $49.9: $46.2¢  $0.230
September 30 $48.3( $42.5(  $0.185

On March 30, 2007, ADP completed the spinebits former Brokerage Services Group businesghé table above, market prices include the

value of the Brokerage Services Group businessitfir¢he date of the spin-off.
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Issuer Purchases of Equity Securities
@ (b) (€) (d)
Total Numbel
of Shares Maximum
Purchased as P: Number of Share
of the Publicly that may yet b
Announcec Purchased undt
Common Stocl the Commor
Total Number o Average Price Repurchase Ple Stock Repurchas
Period Shares Purchased ( Paid per Share (: 3) Plan (3)
April 1, 2008 to
April 30, 2008 501,500 $43.55 500,000 19,930, 74(
May 1, 2008 tc
May 31, 2008 3,956,501 $43.17 3,956,00( 15,974,74(
June 1, 2008 t
June 30, 2008 5,130,80C $42.75 5,130,80C 10,843,94(
Total 9,588,801 9,586,80(

(2) Pursuant to the terms of the Company'’s restlistock program, the Company made purchases @ $fares during April 2008 and 501 shares
during May 2008 at a price of $.10 per share utigeterms of such program to repurchase stock eglantemployees who have left the Company.

(2) The average price per share does not inclugleghurchases described in the preceding foot



(3) In March 2001, the Company received the Bodidiectors’ approval to repurchase up to 50 millghares of the Company’s common stock.
In November 2002, November 2005 and August 20@5Ciimpany received the Board of Directors’ appréwakpurchase an additional 35
million, 50 million and 50 million shares, respeetly, of the Company’s common stock. There is npiration date for the common stock

repurchase plan.
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Performance Graph

The following graph compares the cumulatigteim on the Company’s common sté®Kor the most recent five years with the cumulative
return on the S&P 500 Index, a Peer Group If8and an Old Peer Group IndéX, assuming an initial investment of $100 on June2803, with

all dividends reinvested.
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(a) On March 30, 2007, the Company completed thredip of its former Brokerage Services Group besis, comprised of Brokerage Services and
Securities Clearing and Outsourcing Services, amtindependent publicly traded company called Biidgé Financial Solutions, Inc. The
cumulative returns of the Company’s common stoclehzeen adjusted to reflect the spin-off.

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

Administaff, Inc.

Computer Sciences Corporation
Gevity HR, Inc.

Global Payments Inc.

Hewitt Associates, Inc.

Intuit Inc.

Paychex, Inc.

The Ultimate Software Group, Inc.
Total System Services, Inc.

The Western Union Company

(c) The OId Peer Group Index is comprised of tHie¥dang companies:

Ceridian Corporation
Computer Sciences Corporation
Electronic Data Systems Corporation

First Data Corporation
Paychex, Inc.
Total System Services, Inc.

The components of the Peer Group Index were chabeealise the common stock of three of the compantée Old Peer Group Index is no

longer publicly traded.
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Item 6. Selected Financial Data

The following selected financial data is deriveahfrour consolidated financial statements and shioelcead in conjunction with the
consolidated financial statements and related nMasagement’s Discussion and Analysis of FinanCmhdition and Results of Operations, and
Quantitative and Qualitative Disclosures About MarRisk included in this Form 10-K.

(Dollars and shares in millions, except per shameunts)

Years ended June . 2008 2007 2006 2005 2004
Total revenues $ 8,776t $ 7,800.( $6,835.¢ $6,131.. $ 5575
Total costs of revenues $ 4,680.. $4,087.. $ 3,603 $3,165: $2,794.
Gross profit $ 4,096« $ 3,712 $ 3,231¢ $2966.( $ 2,781.(
Earnings from continuing operations before incomes$ $1,812.( $1,623f $1,361.. $1,237.¢ $1,117.¢
Net earnings from continuing operatic $1,161.° $1,021.: $ 841¢ $ 780 $ 702
Basic earnings per share from continuing operations $ 22 ¢ 18 $ 146 $ 132 $ 1.a¢
Diluted earnings per share from continuing operetio $ 22 $ 18 $ 14t $ 132 $ 1.1¢
Basic weighted average shares outstanding 521.t 549.7 574.¢ 583.2 591.7
Diluted weighted average shares outstanding 527.2 557.¢ 580.: 590.( 598.i
Cash dividends declared per share $ 1.100C $ 0.875( $ 0.710C $ 0.605( $ 0.540(
Adjusted return on equity (Note 1) 27.5% 23.1% 17.4% 15.5% 13.&%
Return on equity from continuing operations (Noe 2 22. 1% 18.2% 14.2% 13.% 13.(%
At year end:

Cash, cash equivalents and marketable securities $ 16600 $1884.¢ $2461.0 $1,716.( $ 1,918.
Total assets $23,734.. $26,648.0 $27,490.. $27,615.. $21,120.(
Long-term debt $ 521 $ 43t£ $ 74 $ T57 $ 762
Stockholders’ equity $ 5,087.: $5,147.¢ $6,011¢ $5,783.¢ $ 5417.

Note 1. U.S. GAAP requires net earnings of disca@d operations to be displayed separately in thiei®ents of Consolidated Earnings,
therefore we believe it is appropriate to discladpisted return on equity, excluding the effectdis€ontinued operations. Adjusted return

on equity represents a non-GAAP measure used bpgeament to evaluate the results of the businessnlimerator of net earnings that is used in
our calculation of adjusted return on equity exelidet earnings from discontinued operations. Emewehinator of adjusted return on equity
excludes the average cumulative net earnings figoodtinued operations for each of the five yearsesfiscal 2004 for which such returns are
presented, as well as the equity impact of the-sffinf the Brokerage Services Group business, whiah classified as a discontinued operatior

a result, adjusted return on equity, excludingetfiects of discontinued operations has been cakulilas net earnings from continuing operations
divided by average stockholders’ equity, excludimg effects of discontinued operations as notedviel

(In millions)
Years ended June . 2008 2007 2006 2005 2004
Average total stockholders' equity $5,117.8f $5,579.6 $5,897.° $5,600.. $5,394.¢
Less:

Cumulative effect of discontinued operations 894.% 1,266.: 1,069.: 575.€ 321.€
Average total equity, excluding effects of discontd operations $4,222.6  $4,313.1 $4,828.¢ $5,025.0 $5,073.(

Note 2. Return on equity from continuing operatibas been calculated as net earnings from congiraperations divided by average tc
stockholders’ equity.
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Item 7. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

FORWARD-LOOKING STATEMENTS

This report and other written or oral statementgerfaom time to time by ADP may contain “forwardlang statements” within the meaning
of the Private Securities Litigation Reform Acti#95. Statements that are not historical in natmd,which may be identified by the use of words
like “expects,” “assumes,” “projects,” “anticipatesestimates,” “we believe,” “could be” and othewnrds of similar meaning, are forward-looking
statements. These statements are based on mand’s expectations and assumptions and are subjaskand uncertainties that may ca

”ow ”ow ” o, ”ou



actual results to differ materially from those eegmsed. Factors that could cause actual resulifféo mhaterially from those contemplated by the
forward-looking statements include: ADP’s successghitaining, retaining and selling additional seegi to clients; the pricing of services and
products; changes in laws regulating payroll tapesfessional employer organizations and employseefits; overall market and economic
conditions, including interest rate and foreignreacy trends; competitive conditions; auto salesratated industry changes; employment and
wage levels; changes in technology; availabilitgkifled technical associates and the impact of aeguisitions and divestitures. ADP disclaims
any obligation to update any forward-looking stageis, whether as a result of new information, fiewents or otherwise. These risks and
uncertainties, along with the risk factors discdsslBove under “ltem 1A.-Risk Factors,” should basidered in evaluating any forward-looking
statements contained herein.

DESCRIPTION OF THE COMPANY AND BUSINESS SEGMENTS

ADP is one of the world’s largest providers of mesis outsourcing solutions. Leveraging nearly &0s/ef experience, ADP offers a wide
range of human resource (“HRpayroll, tax and benefits administration solutiémmsn a single source. ADP is also a leading pravaféntegrate:
computing solutions to automotive, heavy truck, enogcle, marine and recreational vehicle dealensuhout the world. The Company’s
reportable segments are: Employer Services, PE@c8erand Dealer Services. A brief descriptionasfresegment’s operations is provided below.

Employer Services

Employer Services offers a comprehensive rangeRofriformation, payroll processing, tax and beneddministration services and products,
including traditional and Web-based outsourcingisohs, that assist approximately 560,000 employetse United States, Canada, Europe, South
America (primarily Brazil), Australia and Asia ttaff, manage, pay and retain their employees. EyeplServices categorizes its services between
traditional payroll and payroll tax, and “beyondypal.” The traditional payroll and payroll tax bagss represents the Company’s core payroll
processing and payroll tax filing business. Theyt®l payroll” business represents the servicesektaind beyond the traditional payroll and
payroll tax filing services, such as Time and Lablamagement and benefit and retirement adminietraWithin Employer Services, the Company
collects client funds and remits such funds toaathorities for payroll tax filing and payment sees, and to employees of payroll services clients.

PEO Services

PEO Services provides over 5,100 small and medired Husinesses with comprehensive employment ashngition outsourcing solutions
through a co-employment relationship, includingnodlypayroll tax filing, HR guidance, 401(k) plaaministration, benefits administration,
compliance services, health and workers’ compemsaiverage and other supplemental benefits fotaraps.

Dealer Services

Dealer Services provides integrated dealer managiesystems (such a system is also known in thesinglas a “DMS”) and other business
management solutions to automotive, heavy truckprogcle, marine and recreational vehicle (“RV™)aiters in North America, Europe, South
Africa and the Asia Pacific region. Over 25,000cmuibtive, heavy truck, motorcycle, marine and R\4itets in over 60 countries use our DMS
products, other software applications, networkiolgitsons, data integration, consulting and/or dibiharketing services.
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EXECUTIVE OVERVIEW

We reported strong results in each of our busisegments during the fiscal year ended June 30, ¢68&al 2008”"). Consolidated revenues
from continuing operations in fiscal 2008 grew 1386$8,776.5 million, as compared to $7,800.0 wmrillin the fiscal year ended June 30, 2007
(“fiscal 2007"). Earnings from continuing operatobefore income taxes and net earnings from cantimperations increased 12% and 14%,
respectively. Diluted earnings per share from curitig operations increased 20%, to $2.20 in fi26ai8, from $1.83 per share in fiscal 2007, on
fewer weighted average diluted shares outstanding.

Employer Services’ revenues increased 9% and PE¢c8e revenues increased 20% in fiscal 2008. Eyepl8ervices’ and PEO Services’
new business sales, which represent annualizedrimguevenues anticipated from sales orders to amavexisting clients, grew 8% worldwide, to
approximately $1,142.8 million in fiscal 2008. isdal 2008, we grew average client funds baland@&®as a result of new business and growth in
our existing client base . The number of employeesur clients’ payrolls, “pays per control,” inesed 1.3% in fiscal 2008. This employment
metric represents over 141,000 payrolls of smdktge businesses and reflects a broad range ofggd§raphic regions. Client retention improved
0.2 percentage points worldwide over last yeartem level. PEO Services’ revenues grew 20% irafig008 dudo an 18% increase in the aver
number of worksite employees. Dealer Services’maes grew 9% in fiscal 2008 due to internal revegnosvth and the effect of acquisitions.

In light of the challenging economic environmentidg fiscal 2008, we are especially pleased withghrformance of our investment portfolio
and the investment choices we made throughoutebe Pur investment portfolio does not contain asset-backed securities with underlying
collateral of sutprime mortgages or home equity loans, collaterdldebt obligations (CDOSs), collateralized loan gations (CLOs), credit defat
swaps, asset-backed commercial paper, auctioseateities, structured investment vehicles or muestment-grade securities. We mitigate credit
risk by investing in only investment-grade bonds ®wn senior tranches of AAA fixed rate credit ¢andto loan and other asset-backed securities,
whose trusts predominately contain prime collatéklilcollateral on ass-backed securities is performing as expected. ADRsosenior dek



directly issued by the Federal National Mortgagsd&sation (“Fannie Mae”) and the Federal Home Lblmtgage Corporation (“Freddie Mac”).
We do not own subordinated debt, preferred stocdoormon stock of either of these agencies. ADP @lgts mortgage paghrough securities th
are guaranteed by Fannie Mae or Freddie Mac. @amtdlinds investment strategy is structured tovallis to average our way through an interest
rate cycle by laddering investments out to fivergdin the case of the extended portfolio) andtouén years (in the case of the long portfolio).
This investment strategy is supported by our stesrt: financing arrangements necessary to satisfit-sdrm funding requirements relating to cli
funds obligations.

Our product set and global breadth, depth and rieeitte marketplace have never been stronger. Bdisieal 2008 and fiscal 2007, the
Company took efforts to divest certain non-strategliow-growing businesses. This allowed us t@sefocus on our businesses that have strong
underlying growth attributes and that operate igéaunder-penetrated markets. We completed th&reaxspin-off of our former Brokerage
Services Group business on March 30, 2007 intoéependent publicly traded company called Broadrigigancial Solutions, Inc. We made the
decision to spin-off this business for several oeasFirst, we determined that the growth poteifidthe Brokerage Services Group business, while
part of ADP, was expected to be lower than thatusfother businesses. Further, the Brokerage Ssr@coup business had operating models and
long-term growth plans that were different thansthof our other businesses. The spin-off allowetemmoncentrated focus by each management
team on its own respective core business, whielxpected to be more beneficial to each compangtkhbblders, clients and associates.

In addition, during fiscal 2007, we divested Saf@dyporation, which was previously reported in owalr Services segment. During fiscal
2008, we finalized the sale of our Travel Cleafinginess, which was previously reported in our Oslegment. We divested Sandy Corporation
and Travel Clearing because they were non-strategimesses that did not complement our other bssés. Moreover, the growth potential of
these businesses was also believed to be slowettthtiof our other businesses.
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These transactions, along with our cash flows fopmrating activities, have allowed us to contirméotus on the objective of returning excess
cash to our stockholders through our share buypemram and our cash dividends to stockholderss&yient to the completion of these
transactions, the new ADP is a more focused compahigh we believe has excellent growth potentialrevenue and pretax earnings.

Our financial condition and balance sheet remalid saith cash and marketable securities of $1,6@0il8on at June 30, 2008. Our net cash
flows provided by operating activities were $1,Z7aillion in fiscal 2008, as compared to $1,298i0iom in fiscal 2007. This increase exceeded
our expectations due to the timing of certain @iite1s of accounts receivable and the timing ofnpents of certain accruals.

RECLASSIFICATIONS WITHIN CONSOLIDATED BALANCE SHEET S AND STATEMENTS OF CONSOLIDATED CASH FLOWS

The Company has reclassified funds held for cliants client funds obligations that had been preshiopresented outside of current assets and
current liabilities, respectively, within the Cofidated Balance Sheets, to current assets andntuiabilities, respectively, for all periods presed
Additionally, the Company has reclassified theinetease (decrease) in client funds obligatiorthénStatements of Consolidated Cash Flows from
investing activities to financing activities foll pkeriods presented.

RESULTS OF OPERATIONS
ANALYSIS OF CONSOLIDATED OPERATIONS

Fiscal 2008 Compared to Fiscal 2007

(Dollars in millions, except per share amounts)

Years ended June 30, Change

2008 2007 2008 vs 200

Total revenues $8,776.! $7,800.( 13%
Costs of revenues:

Operating expenses 3,915.° 3,392.: 15%

Systems development and programming costs 525.¢ 486.1 8%

Depreciation and amortization 238.5 208.¢ 14%
Total cost of revenues 4,680.: 4,087.: 15%
Selling, general and administrative expenses 2,370.¢ 2,206.: 7%
Interest expense 80.t 94.¢ (15)%

Total expenses 7,131.( 6,388.¢ 12%



Other income, net 166.£ 211.¢ (21)%

Earnings from continuing operations before incoee$ $1,812.( $1,623.! 12%

Margin 21% 21%

Provision for income taxes $ 650.: $ 602.: 8%

Effective tax rate 35.% 37.1%

Net earnings from continuing operatic $1,161.° $1,021.: 14%

Diluted earnings per share from continuing operetio $ 2.2 $ 1.8 20%
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Total Revenues

Our consolidated revenues in fiscal 2008 grew 1t8988,776.5 million, due to increases in Employen&es of 9%, or $535.4 million, to
$6,243.1 million, PEO Services of 20%, or $175.Wiom, to $1,060.5 million, and Dealer Services98t, or $107.0 million, to $1,364.3 million.
Our consolidated internal revenue growth, whictreéepnts revenue growth excluding the impact of a@égpns and divestitures, was 11% in fiscal
2008. Revenue growth was favorably impacted by ®L6Wllion, or 2%, due to fluctuations in foreigarcency exchange rates.

Our consolidated revenues in fiscal 2008 includerast on funds held for clients of $684.5 millmsmcompared to $653.6 million in fiscal
2007. The increase in the consolidated interesteebon funds held for clients resulted from theéase of 6.6% in our average client funds
balances to $15.7 billion, offset by the decreaghé average interest rate earned to 4.4% inl {228 as compared to 4.5% in fiscal 2007.

Total Expenses

Our consolidated expenses increased $742.6 mitiof7,131.0 million in fiscal 2008, from $6,388wllion in fiscal 2007. The increase in ¢
consolidated expenses is due to the increase ireganues, higher pass-through costs associatbcuitPEO business, an increase in our
salesforce and implementation personnel, and higkgenses associated with Employer Services’ nawbss sales and implementation. In
addition, consolidated expenses increased $142libmior 2%, in fiscal 2008 due to fluctuationsforeign currency exchange rates.

Our total costs of revenues increased $592.8 mijltio $4,680.1 million in fiscal 2008, from $4,08million in fiscal 2007, due to increases in
our operating expenses. Operating expenses incr&a823.4 million, or 15%, in fiscal 2008 due to therease in revenues described above,
including the increases in PEO services, whichgaass-through costs that are re-billable. The gasatgh costs were $763.0 million and $640.7
million in fiscal 2008 and 2007, respectively. Tiherease in operating expenses is also due tocaease of approximately $131.7 million relating
to compensation expenses associated with implem@m&nd service personnel in Employer Serviceer@jng expenses also increased
approximately $28.0 million due to the operatingtsmf our newly acquired businesses and approzlyn&¥3.6 million due to foreign currency
fluctuations. Systems development and programmisgsdncreased $39.8 million, or 8%, in fiscal 2@0&pared to fiscal 2007 due to an increase
in expenses of $5.1 million for our newly acquitrdinesses. Systems development and programmiegsap also increased approximately $15.0
million due to foreign currency fluctuations. Inditibn, depreciation and amortization expensessiased $29.6 million, or 14%, in fiscal 2008
compared to fiscal 2007 due to increased amornizatkpenses of $10.2 million resulting from thergible assets acquired with new businesses
and the purchases of software and software licendescal 2008.

Selling, general and administrative expenses ise@&164.2 million, or 7%, in fiscal 2008 as conepiato fiscal 2007, which was attributable
to the increase in salesforce personnel to sugpomew domestic business sales in Employer Sexvidas increase in salesforce personnel
resulted in an increase of approximately $32.0iomlbf expenses. Selling , general and administakpenses also increased approximately $34.5
million due to the selling, general and administeatosts of our newly acquired businesses andoappately $48.8 million due to foreign currer
fluctuations. These increases were partially offgea decrease in stock-based compensation exp&s8ed million.

Interest expense decreased $14.4 million in fiR08B as a result of lower average borrowings angl@verage interest rates on our shemntr
commercial paper program. In fiscal 2008 and 280& Company’s average borrowings under the comwadgraper program were $1.4 billion and
$1.5 billion, respectively, at weighted averageirast rates of 4.2% and 5.3%, respectively.
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Other Income, net



Other income, net, decreased $45.4 million in fi2€®8 as compared to fiscal 2007. The Companyrdecba gain on the sale of a building in
fiscal 2008 of $16.0 million and a gain on the s#la minority investment during fiscal 2007 of $&nillion. Other income, net, also decreased
$9.6 million due to net realized losses on avaddbt-sale securities of $1.3 million in fiscal 08s compared to net realized gains on available-
for-sale securities of $8.3 million in fiscal 20Q&stly, interest income on corporate funds de@@&45.5 million as a result of lower average daily
balances and lower interest rates. Average dalgnioas declined from $3.6 billion in fiscal 20078#®.4 billion in fiscal 2008 due to the use of
corporate funds for repurchases of common stocikgdiscal 2008. The average interest rate earmealo corporate funds decreased from 4.6% in
fiscal 2007 to 4.4% in fiscal 2008.

Earnings from Continuing Operations before Income Taxes

Earnings from continuing operations before incomes increased $188.5 million, or 12%, from $1,628illion in fiscal 2007 to $1,812.0
million in fiscal 2008 due to the increase in rewes and corresponding expenses discussed abovall®vargin of 21% in fiscal 2008 was
unchanged from fiscal 2007.

Provision for Income Taxes

The effective tax rate in fiscal 2008 was 35.9%c@®wpared to 37.1% in fiscal 2007. The decreasiedreffective tax rate is due to a favorable
mix in income among state tax jurisdictions, aslasltax rate decreases in certain foreign tasdiotions. Additionally, during fiscal 2008 we
recorded a reduction in the provision for incomestaof $12.4 million, which was related to thelsetent of a state tax matter. This decreased the
effective tax rate by approximately 0.7 percentagjats in fiscal 2008. These decreases were dartiiset by an increase in the provision for
income taxes relating to the recording of the idefiability associated with unrecognized tax lignas required under Financial Accounting
Standards Board (“FASB”) Interpretation No. 48 ({48"). This increased the effective tax rate bgragimately 0.6 percentage points in fiscal
2008.

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

Net earnings from continuing operations increast,lto $1,161.7 million, for fiscal 2008, from $2102 million in fiscal 2007, and the
related diluted earnings per share from continwipgrations increased 20%, to $2.20, in fiscal 200&.increase in net earnings from continuing
operations in fiscal 2008 reflects the increaseamings from continuing operations before incoaxes$ and a lower effective tax rate. These
increases were offset by the decline in other ireamet, of $45.4 million in fiscal 2008. This dexse was a result of lower transactional gains
reported in fiscal 2008 of $22.6 million, lower metlized gains/losses on available-for-sale sgesmf $9.6 million and lower interest income on
corporate funds of $15.5 million. The decreaseangactional gains in fiscal 2008 of $22.6 millisas a result of a gain on the sale of a building of
$16.0 million during fiscal 2008 and a gain on #laée of a minority investment of $38.6 million chgifiscal 2007. The decrease in interest income
on corporate funds was a result of lower averadg balances and lower interest rates. Averageydsilances declined from $3.6 billion in fiscal
2007 to $3.4 billion in fiscal 2008 due to the a$eorporate funds for repurchases of common stioekng fiscal 2008. The average interest rate
earned on our corporate funds decreased from f@Pcal 2007 to 4.4% in fiscal 2008.

The increase in diluted earnings per share frontirmoimg operations in fiscal 2008 reflects the @ase in net earnings from continuing
operations and the impact of fewer weighted avedigéed shares outstanding due to the repurchia32.8 million shares in fiscal 2008 and 40.2
million shares in fiscal 2007.
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Fiscal 2007 Compared to Fiscal 2006
(Dollars in millions, except per share amounts)
Years ended June 30, Change
2007 2006 2007 vs 200
Total revenues $7,800.( $6,835.¢ 14%
Costs of revenues:
Operating expenses 3,392. 2,970.f 14%
Systems development and programming costs 486.1 472.% 3%
Depreciation and amortization 208.¢ 160.¢ 30%
Total cost of revenues 4,087.: 3,603.° 13%
Selling, general and administrative expenses 2,206.: 1,933.° 14%
Interest expense 94.¢ 72.€ 30%

Total expenses 6,388.¢ 5,610.: 14%



Other income, net 211.¢ 135.¢ 56%

Earnings from continuing operations before income&s $1,623.! $1,361.: 19%
Margin 21% 20%
Provision for income taxes $ 602.: $ 519. 16%
Effective tax rate 37.1% 38.2%
Net earnings froncontinuing operations $1,021.: $ 841.¢ 21%
Diluted earnings per share from continuing operetio $ 1.8 $ 1.4¢ 26%

Total Revenues

Our consolidated revenues in fiscal 2007 grew 140%;7,800.0, million due to increases in Employen&es of 11%, or $545.1 million, to
$5,707.7 million, PEO Services of 26%, or $181.1liam, to $884.8 million, and Dealer Services oPa5or $159.6 million, to $1,257.3 million.
Our consolidated revenues, excluding the impaetcqgtiisitions and divestitures, grew 12% in fisc02 as compared to the prior year. Revenue
growth was also favorably impacted by $81.1 million1%, due to fluctuations in foreign currenciesa

Our consolidated revenues in fiscal 2007 includerest on funds held for clients of $653.6 millmsmcompared to $549.8 million in the prior
year. The increase in the consolidated interesiegbon funds held for clients resulted from theease of 8% in our average client funds balances
to $14.7 billion, as well as the increase in therage interest rate earned to approximately 4.5f6dal 2007 as compared to 4.1% in the fiscal
ended June 30, 2006 (“fiscal 2006").
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Total Expenses

Our consolidated expenses increased $778.2 mifiiom $5,610.2 million in fiscal 2006, to $6,388mllion in fiscal 2007. The percentage
increase in our consolidated expenses was propatédo the increase in our revenues. Addition#tlg,increase was due to higher pass-through
costs associated with our PEO business revenuédh Wwave pass-through operating expenses, an seiraur salesforce and implementation
personnel, higher expenses associated with ourdmpEervices’ new business sales and implementatid the impact of acquisitions.
Consolidated expenses also increased $79.8 mibioh%, due to fluctuations in foreign currency leacge rates.

Our total costs of revenues increased $483.6 mijltie $4,087.3 million in fiscal 2007, from $3,603nillion in fiscal 2006, due to increases in
our operating expenses. Operating expenses incr&d24.8 million due to the increase in revenuesideed above, including the increases in |
revenues, which have pass-through costs that @iflable, and higher compensation expenses agedorth additional implementation and
service personnel. The pass-through costs for B@ evenues were $640.7 million in fiscal 2007¢c@ampared to $511.0 million in fiscal 2006. In
addition, operating expenses in fiscal 2007 ina@dagpproximately $136.0 million as a result of leighompensation expenses associated with
additional implementation and service personneluiting approximately $47.0 million of spending mew business opportunities in Employer
Services and PEO Services. Our new business opjitieturelate to our Human Resource Business Psdoassourcing (“HR BPQO”) opportunities,
which focus on the outsourcing of integrated migtiprocesses — such as payroll, HR, and benefitéréstration. This spending was targeted at
expanding our Comprehensive Outsourcing Servic@®8”) product for larger employers, our PEO Sewisasiness, our ADP Resoufte
product, which is an integrated, flexible HR angmii-based service offering, and GlobalVi&y which is our outsourcing offering for multi-
national and global organizations. Lastly, our afiag expenses increased $30.0 million due todltadns in foreign currency rates and increased
approximately $64.6 million due to the operatingtsmf new businesses acquired. Systems develogmdmirogramming costs increased $20.4
million due to the increase in headcount and thiitiathal expenses associated with our new busisessguired and increased $6.1 million due to
fluctuations in foreign currency exchange ratessehincreases in systems development and prograpuosts were offset by lower compensation
expenses of approximately $16.0 million associatit the increased resources at our off-shore loeatand smartshoring facilities. In addition,
depreciation and amortization expenses increasgd $dillion due to increased amortization experge28.2 million resulting from the intangik
assets acquired with new businesses and the pecbasoftware and software licenses in fiscal 20®addition, depreciation and amortization
expenses increased due to fiscal 2006 capital eitpees of approximately $100 million related te ttonsolidation of our data center facilities.

Selling, general and administrative expenses ise@&272.5 million, to $2,206.2 million in fiscdd@, due to higher selling expenses in
Employer Services and PEO Services, which restited increase in expenses of approximately $97lBbmand $18.3 million, respectively. The
$97.5 million increase in expenses in Employer Besvincluded approximately $13 million for expenselating to our HR BPO opportunities
discussed above. Selling, general and adminisgra&tiypenses also increased approximately $73.8&milue to the selling, general and
administrative expenses related to our businessgisitigns in fiscal 2007 and increased $20.1 milldue to fluctuations in foreign currency rates.
Additionally, we had an increase in restructurihgrges of $21.5 million, which primarily relatedseverance



Interest expense increased $22.1 million in fi@€l7 as a result of higher average borrowings égfieh interest rates on our short-term
commercial paper program. In fiscal 2007 and 2@ Company’s average borrowings under the comalgraper program were $1.5 billion and
$1.4 billion, respectively, at a weighted averagerest rate of 5.3% and 4.1%, respectively.

Other Income, net

Other income, net, increased $76.1 million in fi2207 due to a gain of $38.6 million on the sdla minority investment, an increase of $7.5
million of realized gains on our available-for-sakurities and a decrease of $5.4 million of redlilosses on our available-for-sale securities.
Additionally, other income, net, included an in@ean interest income on corporate funds of $24lEom as a result of the higher average interest
rates earned on our corporate balances, whichaseteto 4.6% in fiscal 2007 as compared to 4.08drprior year and our average corporate
balances increased to $3.6 billion in fiscal 208 €@mpared to $3.5 billion in the prior year.

Earnings from Continuing Operations before | ncome Taxes

Earnings from continuing operations before incomes increased $262.3 million, or 19%, to $1,623l80on in fiscal 2007 due to the incret
in revenues and expenses discussed above. Overglimincreased from 20% in fiscal 2006 to 21%isedl 2007.
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Provision for Income Taxes

The effective tax rate in fiscal 2007 was 37.1%c@wpared to 38.2% in fiscal 2006. The decreasiedreffective tax rate is attributable to a
favorable mix in income among tax jurisdictions a0¢&10.0 million of income tax expense recordefiscal 2006 for the repatriation in fiscal 2(
of approximately $250.0 million of eligible dividda from non-U.S. subsidiaries.

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

Net earnings from continuing operations in fisda0?2 increased 21%, to $1,021.2 million, from $84tiBion in fiscal 2006, and the related
diluted earnings per share from continuing openatiocreased 26%, to $1.83. The diluted earningshme from continuing operations of $1.83
includes a net one-time gain of approximately $20ilBon, net of taxes, from the sale of a Dealen&ces non-core minority investment, offset by
restructuring charges, which was accretive to edwgarnings per share from continuing operationsgpyoximately $0.03 per share. The increase
in net earnings from continuing operations in fiK@07 reflects the increase in earnings from caitig operations before income taxes as a result
of increased revenues offset by expenses and a kffeetive tax rate. The increase in diluted eageiper share from continuing operations in fi
2007 reflects the increase in net earnings frontigoimg operations and the impact of fewer shargstanding due to the repurchase of 40.2 mi
shares in fiscal 2007 and 29.6 million sharessodi 2006.

ANALYSIS OF REPORTABLE SEGMENTS

Revenues

(Dollars in millions)

Years ended June 30, Change
2008 2007 2006 2008 2007
Employer Services $6,243..  $5,707.7  $5,162.¢ 9% 11%
PEO Services 1,060.! 884.¢ 703.7 20% 26%
Dealer Services 1,364.: 1,257.: 1,097. 9% 15%
Other 4.¢ 1.5 36.¢  100+% (100)+%
Reconciling items:
Foreign exchange 118.7 (45.9 (108.%)
Client funds interest (15.0 (2.9 (56.¢)
Total revenues $8,776.f  $7,800.C  $6,835.¢ 13% 14%

20

Earnings from Continuing Operations before Income Txes

(Dollars in millions)



Years ended June 2 Change

2008 2007 2006 2008 2007

Employer Services $1,601. $1,412. $1,259. 13% 12%
PEO Services 104.¢ 80.4 54.¢ 3C% 4€%
Dealer Services 232.( 204.4 159.7 14% 28%
Other (238.9) (177.0 (143.9) (B35% (23)%
Reconciling items:

Foreign exchange 15.¢ (7.1 (12.7)

Client funds interest (15.1) (2.9 (56.€)

Cost of capital charge 111.¢ 113.3 100.]
Total earnings from continuing operations befomine taxes $1,812.( $1,623.1 $1,361. 12% 1%

The fiscal 2007 and 2006 reportable segmeet&@nues and earnings from continuing operatiof®éncome taxes have been adjusted to
reflect updated fiscal 2008 budgeted foreign exghaates. This adjustment is made for managemepobges so that the reportable segments’
revenues are presented on a consistent basis witimimpact of fluctuations in foreign currencychange rates. This adjustment is a reconciling
item to revenues and earnings from continuing djmera before income taxes and results in the eldm of this adjustment in consolidation.

Certain revenues and expenses are charged topthitaiele segments at a standard rate for managegestns. Other costs are charged to the
reportable segments based on management’s resgign&il the applicable costs. Lastly, various @amee and expense items, including certain non-
recurring gains and losses and stock-based compemsapenses of $123.6 million, $130.5 million &1d2.7 million in fiscal 2008, 2007 and
2006, respectively, are recorded in “Other.”

In addition, the reconciling items include an atiiusnt for the difference between actual interesbiine earned on invested funds held for
clients and interest credited to Employer Servanes PEO Services at a standard rate of 4.5%. Tihisaion is made for management reasons so
that the reportable segments’ results are pres@mtedconsistent basis without the impact of flatitans in interest rates. This allocation is a
reconciling item to our reportable segments’ rexemnand earnings from continuing operations befarerne taxes and results in the elimination of
this adjustment in consolidation.

Finally, the reportable segments’ results includest of capital charge related to the fundingafuasitions and other investments. This charge
is a reconciling item to earnings from continuimmeoations before income taxes and results in ih@retion of this charge in consolidation.

Employer Services
Fiscal 2008 Compared to Fiscal 2007
Revenues

Employer Services' revenues increased 9% in f&@@8 due to new business started in the periothaease in the number of employees on
clients’ payrolls, the impact of price increasebjah contributed approximately 2% to our revenugagh, and an increase in average client funds
balances, which increased interest revenues. litezmenue growth, which represents revenue grewttuding the impact of acquisitions and
divestitures, was approximately 8% for fiscal 20B8venue from our traditional payroll and payraH filing business grew 7%. The number of
employees on our clients’ payrolls, “pays per colitin the United States increased 1.3% in fi2@08. This employment metric represents over
141,000 payrolls of small to large businesses afidats a broad range of U.S. geographic regions vdrldwide client retention increased 0.2
percentage points in fiscal 2008, as comparedst@lfi2007. Revenues from our “beyond payroll” s@sj excluding PEO Services, which is a
separate reportable segment, increased 16% i #60& due to an increase in our Time and Laboragement services revenues of 17% and due
to the impact of business acquisitions. The in@éasevenues related to our Time and Labor Manageservices was due to an increase in the
number of clients utilizing these services.
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We credit Employer Services with interest on cliiemids at a standard rate of 4.5%; therefore, Eygpl8ervices’ results are not influenced by
changes in interest rates. Interest on client fuadsrded within the Employer Services segmene@msed $41.4 million in fiscal 2008, which
accounted for 1% growth in Employer Services’ rexa This increase was due to the increase invdrage client funds balances as a result of
new business started in the period, growth in aistieg client base and growth in wages. The awedignt funds balances were $15.5 billion in
fiscal 2008 and $14.6 billion in fiscal 2007, reggating an increase of 6.4%.

Earnings from Continuing Operations before Income Taxes

Earnings from continuing operations beforeme taxes increased $189.0 million, or 13%, to&IL4 million in fiscal 2008. Earnings from
continuing operations before income taxes for fiE®8 grew at a faster rate than revenues dugetoriprovement in margins for our services
resulting from the leveraging of our expense stiectvith increased revenues. This was offset, ity pg higher compensation expenses of $1.



million for implementation and service personnslyeell as higher selling expenses of $38.0 millattnibutable to the increase in salesforce
personnel in Employer Services. Lastly, our expsimsereased by approximately $42.2 million as alted acquisitions of businesses in Employer
Services.

Fiscal 2007 Compared to Fiscal 2006
Revenues

Employer Services’ revenues increased $541libm or 11%, to $5,707.7 million in fiscal 20@iue to new business started in the period, an
increase in the number of employees on our cligyggtolls in the United States, increased clietgnton, the impact of price increases, which
contributed approximately 2% to our revenue growtig an increase in client funds balances, whicteased interest revenues. Internal revenue
growth was approximately 9% for fiscal 2007. Revefrom our traditional payroll and payroll tax fig business grew 9%. The number of
employees on our clients’ payrolls, “pays per colitincreased 2.3% in the United States . Our dwitle client retention improved 0.1 percentage
point over last year's record level. Revenues foam“beyond payroll” services, excluding PEO Seesi¢ increased 18% in fiscal 2007 due to an
increase in our Time and Labor Management serviagmnues of 22%, as well as the impact of certaginess acquisitions in fiscal 2007. The
increase in revenues related to our Time and Litasragement services was due to an increase irutheer of clients utilizing these services.

We credit Employer Services with interest on cliiemtds at a standard rate of 4.5%; therefore, Eygpl8ervices’ results are not influenced by
changes in interest rates. Interest on client fuadsrded within the Employer Services segmentamed $48.8 million in fiscal 2007, which
represented 1% growth in Employer Services’ revendee to the increase in the average client fbatinces as a result of increased Employer
Services’ new business and growth in our existifentbase. The average client funds balances $te5 billion in fiscal 2007 as compared to
$13.5 billion in fiscal 2006, an increase of 8%.

Earnings from Continuing Operations before | ncome Taxes

Earnings from continuing operations beforeme taxes increased $153.1 million, or 12%, to .4 million, in fiscal 2007. Earnings from
continuing operations before income taxes in fi@€fl7 grew at a faster rate than revenues duestrprovement in margins for our services from
the leveraging of our expense structure with tloeeiased revenues. This was offset, in part, bygnigherating expenses from the increase of
approximately $226.5 million in compensation exgei®r implementation, service and salesforce paedpand spending on new business
opportunities related to our HR BPO offerings opregximately $7 million. This spending on new bussepportunities was targeted at expanding
our COS product for larger employers and our ADBdrece® product, as well as our GlobalViéproduct, which is our outsourcing offering for
multi-national and global organizations. Lastly, earnifigs1 continuing operations before income taxesawergatively impacted by approximat
$8.4 million related to six acquisitions made scl 2007.
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PEO Services
Fiscal 2008 Compared to Fiscal 2007
Revenues

PEO Services’ revenues increased 20% in fi&@@8 due to an 18% increase in the average nuofivesrksite employees. The increase in the
average number of worksite employees was due toctient sales and the net increase in the numbendfsite employees at existing clients.
Additionally, benefits related revenues, which litked to our clients and have an equal amounbst & operating expenses, increased $115.8
million, or 23%, due to the increase in the averagmber of worksite employees, as well as incremshealth care costs. Administrative revenues,
which represent the fees for our services thabi#lexl based upon a percentage of wages relateitksite employees, increased $29.4 million, or
17%, due to the increase in the number of averagksite employees and price increases.

We credit PEO Services with interest on client fuatla standard rate of 4.5%; therefore, PEO SEsiiesults are not influenced by changes in
interest rates. Interest on client funds recorditdimvthe PEO Services segment increased $1.7amili fiscal 2008 due to the increase in the
average client funds balances as a result of iseteREO Services’ new business and growth in datiex client base. The average client funds
balances were $0.2 billion in fiscal 2008 and $flllion in fiscal 2007.

Earnings from Continuing Operations before | ncome Taxes

Earnings from continuing operations beforeme taxes increased $24.5 million, or 30%, to $ @4illion in fiscal 2008. This increase was
primarily attributable to the increase in revendescribed above, net of the related cost of progithenefits and workers compensation coverage
and payment of state unemployment taxes for waleitployees, which are included in costs of reventieis increase was partially offset by an
increase in our operating costs and selling experisdiscal 2008, our cost of providing benefidsatorksite employees increased $116.1 million
over fiscal 2007. Our expenses associated withimesiness sales increased $12.2 million as a resgtowth in our salesforce and an increase in
sales over fiscal 2007. In addition, the costsrof/jging our services increased $14.0 million scél 2008



Fiscal 2007 Compared to Fiscal 20C
Revenues

PEO Services’ revenues increased $181.1 mjlbo 26%, to $884.8 million in fiscal 2007. Therease in revenues was primarily due to a 22%
increase in the average number of worksite empkojreéiscal 2007. The increase in the average nummbeorksite employees was due to new
client sales, improved client retention and theimatease in the number of worksite employees iatiag clients. Additionally, benefit related
revenues increased $112.5 million, or 29%, dubédricrease in the average number of worksite eyeploin fiscal 2007, as well as increases in
health care costs, which were passed on to cliédisinistrative revenues increased $33.8 milliofisnal 2007, or 24%, due to the increase in the
number of average worksite employees and priceasas, which are based upon a percentage of treesaklated to worksite employees.

We credit PEO Services with interest on client fuatla standard rate of 4.5%; therefore, PEO SEsiiesults are not influenced by changes in
interest rates. Interest on client funds recorditdimvthe PEO Services segment increased $1.2amiihi fiscal 2007, due to the increase in the
average client funds balances as a result of isettREO Services’ new business and growth in detieg client base. The average client funds
balances were $0.1 billion in both fiscal 2007 2006.
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Earnings from Continuing Operations before Income Taxes

Earnings from continuing operations before incomes increased $25.5 million, or 46%, to $80.4iarilin fiscal 2007. This increase was
primarily attributable to the increase in revendescribed above, net of the related cost of progithenefits and workers compensation coverage
and payment of state unemployment taxes for waleiiployees, which are included in costs of revenaied contributed to a $52.1 million
increase in our earnings from continuing operatiarfsscal 2007 as compared to fiscal 2006. Thiséase was primarily attributable to 22% gro
in the average number of worksite employees, pniceeases, and improvement in margins on the werkempensation and state unemployment
components of PEO Servicasfering. The increase in earnings from continuipgrations before income taxes of $52.1 million pasially offset
by an increase in our cost of services of $9.8ionilin fiscal 2007 as compared to fiscal 2006.ddifion, our expenses associated with new
business sales increased $12.2 million in fiscA72@rimarily as a result of growth in our salestband an increase in sales over fiscal 2006 of
14%. Lastly, selling, general and administrativpenses increased $4.6 million primarily as a resiufhe growth in the business.

Dealer Services
Fiscal 2008 Compared to Fiscal 2007
Revenues

Dealer Services' revenues increased $107li@mibr 9%, to $1,364.3 million in fiscal 2008. &mcrease in revenues in fiscal 2008 was driven
by both internal revenue growth and by acquisitidnternal revenue growth, which represents themae growth excluding the impact of
acquisitions and divestitures, was approximatelyig¥%oth fiscal 2008 and fiscal 2007. Revenueseiased for our dealer business systems in |
America by $59.1 million, to $1,012.9 million irstial 2008 due to growth in our key products. Thewgn in our key products was driven by the
increased users for Application Service Provid&SP”) managed services, growth in our Digital Maitkg strategic initiatives, increased Credit
Check and Computerized Vehicle Registration (“CVRansaction volume, and new network and hostedléphony installations. In addition,
revenues increased $39.9 million due to businegsisitions in the fourth quarter of the fiscal y2807 as well as in fiscal 2008.

Earnings from Continuing Operations before Income Taxes

Earnings from continuing operations beforeme taxes increased $27.6 million, or 14%, to $283llion in fiscal 2008 due to the increase in
revenues of our dealer business systems and aatitris from recent acquisitions. These increases wiset by an increase in operating expenses
as a result of an increase in headcount to supp@rtbusiness sales and the timing of installatéhmgng the year. Lastly, our expenses increased by
approximately $37.0 million as a result of acqiosis of businesses during fiscal 2008.

Fiscal 2007 Compared to Fiscal 2006
Revenues

Dealer Servicesevenues increased $159.6 million, or 15%, to $.2Hillion in fiscal 2007. The increase in revesiirefiscal 2007 was drive
by both internal revenue growth and by acquisitidgtsvenues increased for our dealer business systeNorth America by $74.3 million, to
$953.8 million, due to growth in our key servic€le growth in our key services was driven by treeased users for ASP managed services,
increased Credit Check and CVR transaction volure, network installations and increased market fpatien of our Digital Marketing services.
Internal revenue growth was approximately 6% fecdi 2007.

Earnings from Continuing Operations before | ncome Taxes



Earnings from continuing operations beforeme taxes increased $44.7 million, to $204.4 mmillio fiscal 2007, due to the increases in
revenues of our dealer business systems and aatitris from recent acquisitions. Overall margin imged to 16% in fiscal 2007, from 15% in
fiscal 2006, driven by growth in the internationadrket due to the acquisition of Kerridge Comp@empany Ltd. in fiscal 2006 and cost savings
achieved from the integration of Kerridge in fis2@07. Lastly, earnings from continuing operatibefore income taxes also improved as a res
a decline in restructuring expenses of $5.6 milliwhich represented the expenses recorded in 2888 relating to the integration of Kerridge.
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Other

The primary components of “Other” are miscellanepiexessing services, and corporate allocation®eapdnses, including stock-based
compensation expense reported in net earnings dmminuing operations of $123.6 million, $130.5liail and $142.7 million in fiscal 2008, 2007
and 2006, respectively. Additionally, certain necurring gains and losses, including a gain ors#e of a building of $16.0 million in fiscal 2008
and a gain of $38.6 million on the sale of a mityonterest investment in fiscal 2007, are includetOther.”

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCE S

Our financial condition and balance sheet remaongt At June 30, 2008, cash and marketable sesuviere $1,660.3 million. The ratio of
long-term debt-to-equity was 1.0% at June 30, 2808une 30, 2008, working capital from continumgerations before funds held for clients and
client funds obligations was $1,343.1 million, asnpared to $1,534.8 million at June 30, 2007. Tlbigtuation is due to a decrease in cash and
short-term marketable securities of $232.7 million.

Our principal sources of liquidity are derived fraash generated through operations and throughacasmarketable securities on hand. We
also have the ability to generate cash througHinancing arrangements under our U.S. short-termroercial paper program and our U.S. and
Canadian short-term repurchase agreements. In@udite have three unsecured revolving credit agesds that allow us to borrow up to $6.0
billion in the aggregate. Our short-term commerpigber program and repurchase agreements aredtdizthe primary instruments to meet short-
term funding requirements related to client funbbgations. Our revolving credit agreements arplate to provide additional liquidity, if needed.
We have never had borrowings under the revolvieglitagreements. The Company believes that thenaitg generated cash flows and financing
arrangements are adequate to support businesdiopsrand capital expenditures.

On March 30, 2007, we completed the tax free sffinfoour former Brokerage Services Group businesesjprised of our former Brokerage
Services and Securities Clearing and Outsourcimgi&s segments, into an independent publicly tlastempany called Broadridge Financial
Solutions, Inc (“Broadridge”). As a result of theirs-off, ADP stockholders of record on March 2302(the “record date”) received one share of
Broadridge common stock with a par value $0.01spere, for every four shares of ADP common stoddt by them on the record date and casl
any fractional shares of Broadridge common stoc&.Na&ve classified the results of operations osfhen-off business as discontinued operations
for all periods presented. Additionally, on Mardh 2007, we recorded a decrease to retained earofrfl,125.2 million for the non-cash
reduction in net assets of the Brokerage Serviges|ibusiness related to the spin-off, offset bynarease to retained earnings of $690.0 million
related to the cash dividend received from Broagrids part of the spin-off.

In February 2007, we notified holders of our zevamon convertible subordinated notes that we woaedigéem all the notes that were
outstanding as of the end of the business day aohMEB, 2007 (the “redemption date”). Prior to tekdemption date, notes with a face value of
approximately $39 million were converted into apgmaately one million shares of the Company’s commatotk. We subsequently redeemed the
remaining 352 notes outstanding as of the redempl@de at a redemption price of $775 for each mefgesenting the accrued value of each note a
the time of the redemption.

Net cash flows provided by operating activities ev#1,772.2 million in fiscal 2008, as compared1¢?$8.0 million in fiscal 2007. The incret
was due to a $97.0 million increase in net earnamyspared to the prior year. In addition, the iaseewas due to a $132.5 million increase in
accrued expenses and other liabilities due to ere@se in payroll and payroll-related accrualstdube timing of payments and a $289.8 million
decrease in accounts receivable due to improveiméehé collections of our accounts receivable deddollection in fiscal 2008 of a large direct
debit receivable that was outstanding at June @07 ZThe increases in cash provided were offset $§1.2 million increase in our pension plan
contributions.

Net cash flows provided by investing activitiedigtal 2008 totaled $2,613.9 million, as compae$276.9 million used in fiscal 2007. This
increase to funds provided was due to a net dezigasgstricted cash and cash equivalents and mtkicted assets held to satisfy client funds
obligations of $4,717.6 million, a decrease in gaalu for intangibles of $53.4 million and a de@®& net cash paid for acquisitions of $349.6
million. Additionally, proceeds received from thaes of businesses increased by $95.2 million. Theseases in cash provided were partially
offset by the change in net purchases/proceeds drormarketable securities of $1,657.5 million, #38.6 million of proceeds from the sale of a
minority investment during fiscal 2007 and the $@6@illion of net dividends received from Broadrdduring fiscal 2007.
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Cash flows used in financing in fiscal 2008 tota$&g270.7 million as compared to $1,176.7 millinrfiscal 2007. The increase in cash flows
used was due to a $4,188.0 million decrease intdiismds obligations and a $87.6 million increaséhie amount of dividends paid in fiscal 2008
compared to fiscal 2007. Additionally, there wadearease in proceeds from stock purchase planxamndiges of stock options of $104.5 million.
The increase in cash flows used was offset by eedse in cash paid for the repurchases of comnook sf $395.6 million. We purchased 32.9
million shares of our common stock at an averageeper share of $44.44 during fiscal 2008. Asurfe]30, 2008, we had remaining Board of
Director’s authorization to purchase up to 10.8ionladditional shares. In August 2008, the Compagived the Board of Directors’ approval to
purchase up to 50 million additional shares ofGoenpany’s common stock.

In June 2008, we entered into a $2.25 billion, 86¢-credit agreement with a group of lenders. Tée@ay facility replaced the Company’s
prior $1.75 billion 364-day facility. We also haae$1.5 billion credit facility and a $2.25 billiamedit facility that mature in June 2010 and June
2011, respectively. The five-year facilities contaccordion features under which the aggregate éonants can each be increased by $500
million, subject to the availability of additionebmmitments. The interest rate applicable to thedwangs is tied to LIBOR or prime rate depenc
on the notification provided by the Company to syadicated financial institutions prior to borroginVe are also required to pay facility fees on
the credit agreements. The primary uses of thdatdailities are to provide liquidity to the commogal paper program and to provide funding for
general corporate purposes, if necessary. There meborrowings through June 30, 2008 under thditeigreements.

We maintained a U.S. short-term commercial papegnam, which provided for the issuance of up t&$8llion in aggregate maturity value of
commercial paper at the Company’s discretion. Ip 2008, we increased the U.S. short-term commiepaiper program to provide for the issuance
of up to $6.0 billion in aggregate maturity val@ur commercial paper program is rated A-1+ by Saathdnd Poor’s and Prime-1 by Moody’s.
These ratings denote the highest quality commepeipkr securities. Maturities of commercial pagar ange from overnight to up to 364 days. At
June 30, 2008 and 2007, there was no commercial papstanding. In fiscal 2008 and 2007, the Comisaaverage borrowings were $1.4 billion
and $1.5 billion, respectively, at a weighted agermterest rate of 4.2% and 5.3%, respectivelg. Whighted average maturity of the Company’s
commercial paper was less than two days in botfalfi8008 and fiscal 2007.

Our U.S. and Canadian short-term funding requirgmeated to client funds obligations are somesimigtained on a secured basis through the
use of reverse repurchase agreements, which datetalized principally by government and governtagency securities. These agreements
generally have terms ranging from overnight toafiie business days. At June 30, 2008, we hadLarB3dmillion obligation outstanding related to
reverse repurchase agreements. The term of theseer@purchase transaction matured on July 2, 2068&he outstanding obligation was repaid. At
June 30, 2007, there were no outstanding obligatiower reverse repurchase agreements. In fis68l&ed 2007, the Company had average
outstanding balances under reverse repurchasemagnézof $360.4 million and $141.6 million, respedlly, at a weighted average interest rate of
3.4% and 4.4%, respectively.

Capital expenditures for continuing operationsiscdl 2008 were $186.4 million, as compared to $188llion in fiscal 2007 and $252.8
million in fiscal 2006. The capital expendituredisral 2008 related to data center and otherifadgthprovements to support our operations. We
expect capital expenditures in fiscal 2009 to bgraximately $220 million.
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The following table provides a summary of our cantual obligations as of June 30, 2008:

(In millions)
Payments due by peric
Less
than 1-3 3-5 More thar
Contractual Obligations 1 year years years 5 years Unknown Total
Debt Obligations (1) $ 27 ¢ 5.6 $ 28.7 $ 17.8 $ - $ 54.8
Operating Lease and Software
License Obligations (2) 252.9 400.0 199.6 50.8 - 903.3
Purchase Obligations (3) 107.7 121.7 79.9 - - 309.3
Obligations related to Unrecognized Tax Benefils (4 80.0 - - - 324.2 404.2
Other long-term liabilities reflected
on our Consolidated Balance Sheets:
Compensation and Benefits (5) 29.5 119.1 69.7 99.6 34.8 352.7
Total $472.8 $646.4 $377.9 $168.2 $359.0 $2,024.3

(1) These amounts represent the principal repaysredrdgur debt and are included on our ConsolidBiddnce Sheets. See Note 11 to the
consolidated financial statements for addition&drimation about our debt and related matters. Hfienated interest payments due by
corresponding period above are $2.2 million, $4ilian, $4.0 million, and $7.1 million, respectiwelwhich have been exclude

(2) Included in these amounts are various faciliiad equipment leases and software license agnéeriiée enter into operating leases in the
normal course of business relating to facilitied aquipment, as well as the licensing of softw@tee majority of our lease agreements have fixed
payment terms based on the passage of time. Céatality and equipment leases require payment @htenance and real estate taxes and contain



escalation provisions based on future adjustmengsice indices. Our future operating lease obiiget could change if we exit certain contracts or
if we enter into additional operating lease agress

(3) Purchase obligations primarily relate to pusghand maintenance agreements on our softwar@reeni and other asse

(4) We made the determination that net cash paysreqected to be paid within the next 12 montHated to unrecognized tax benefits of $404.2
million at June 30, 2008, may be up to $80 millibhe Company is unable to make reasonably reliedtienates as to the period beyond the ne:
months in which cash payments related to unrecegriax benefits are expected to be p

(5) Compensation and benefits primarily relateartmunts associated with our employee benefit adsother compensation arrangeme

In addition to the obligations quantified in thél&above, we had obligations for the remittanckinéls relating to our payroll and payroll tax
filing services. As of June 30, 2008, the obligasizelating to these matters, which are expectée toaid in fiscal 2009, total $15,294.7 milliord:
were recorded in client funds obligations on oun&idated Balance Sheets. We had $15,418.9 mitiiaash and marketable securities that have
been impounded from our clients to satisfy sucligalibns recorded in funds held for clients on Gonsolidated Balance Sheets as of June 30,
2008.

The Company’s wholly-owned subsidiary, ADP Indempibc., provides workers’ compensation and empldigbility insurance coverage for
our PEO worksite employees. We have secured spgdfioccurrence and aggregate stop loss reinsufeom third-party carriers that cap losses
that reach a certain level in each policy year.0tileze historical loss experience and actuaridbjment to determine the estimated claim liability
for the PEO business. In both fiscal 2008 and 2@@7received premiums of $51.4 million. In fiscQ08 and 2007, we paid claims of $38.1 mill
and $27.4 million, respectively. At June 30, 208&; cash and marketable securities included basatataling approximately $189.1 million to
cover the actuarially-estimated cost of workerghpensation claims for the policy years that the REksite employees were covered by ADP
Indemnity, Inc.

In the normal course of business, we also enterdanhtracts in which we make representations arrdawges that relate to the performance of
our services and products. We do not expect angnahtosses related to such representations andmiees.
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Our overall investment portfolio is comprised ofporate investments (cash and cash equivalents;t&nm marketable securities, and long-
term marketable securities) and client funds agfatsls that have been collected from clients lmityet remitted to the applicable tax authoritie
client employees).

In order to provide more cost-effective liquiditychmaximize our interest income, we utilize a siggtby which we extend the maturities of our
investment portfolio for funds held for clients aghploy short-term financing arrangements to satist short-term funding requirements related
to client funds obligations. In these instancesorion of this portfolio is considered and repdrtethin the corporate investment balances in order
to reflect the pure client funds assets and relaldidations. Interest income on the corporate stment portion of the portfolio is reported in athe
income, net on our Statements of Consolidated Egsni

Our corporate investments are invested in cashvalguits and highly liquid, investment grade semsitThese assets are available for
repurchases of common stock for treasury and/anisitipns, as well as other corporate operatingpses. All of our short-term and long-term
marketable securities are classified as availatnesdle securities.

Our client funds assets are invested with safepyriotipal, liquidity, and diversification as theipary goals. Consistent with those goals, we
also seek to maximize interest income and to mizentie volatility of interest income. Client funassets are invested in highly liquid, investment-
grade marketable securities with a maximum matwfity0 years at time of purchase and money madairgies and other cash equivalents. At
June 30, 2008, approximately 87% of the availabtestle securities categorized as U.S. Treasundaadt obligations of U.S. government
agencies was invested in senior debt directly dyethe Federal Home Loan Banks, Fannie Mae aeddie Mac.

We have established credit quality, maturity, axgbsure limits for our investments. The minimunoaid credit rating for fixed income
securities is BBB and for asset-backed and mortpagked securities is AAA. The maximum maturityiate of purchase for a BBB-rated security
is 5 years, for a single A-rated securities is @geand for AA-rated and AAA-rated securities@sykars. Commercial paper must be rated A1/P1
and, for time deposits, banks must have a FinaGtiahgth Rating of C or better.
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Details regarding our overall investment portfai@ as follows:



(Dollars in millions)

Years ended June 30, 2008 2007 2006
Average investment balances at cost:
Corporate investments $ 3,387. $ 3,556.¢ $  3,487.¢
Funds held for clients 15,654.. 14,682. 13,566..
Total $ 19,041. $ 18,239’ $ 17,054.

Average interest rates earned exclusive of
realized gains/ (losses) on:

Corporate investments 4.4% 4.€% 4.C%

Funds held for clients 4.4% 4.5% 4.1%
Total 4.4% 4.5% 4.C%
Realized gains on available-for-sale securities $ 10.1 $ 20.¢ $ 13.c
Realized losses on available-for-sale securities (11.9 (12.5) (17.9
Net realized (losses)/ gai $ (1.3 $ 8.2 $ (4.6

As of June 30:
Net unrealized pr-tax gains/ (losses) on
available-for-sale securities $ 142.1 $ (184.9) $ (312.9)

Total available-for-sale securities at fair value $ 15,066. $ 13,369. $ 13,612.

In fiscal 2008, approximately 25% of our overalléstment portfolio was invested in cash and caslivatpnts and, therefore, was impacted by
changes in short-term interest rates. The other @bé4r investment portfolio was invested in fixedome securities, with varying maturities of 10
years or less, which were also subject to inteegstrisk including reinvestment risk.

Factors that influence the earnings impact of tierest rate changes include, among others, thermtmbinvested funds and the overall
portfolio mix between short-term and lotgrm investments. This mix varies and is impacteddily interest rate changes. A hypothetical clegin
both short-term interest rates.@., overnight interest rates or the Fed Funds raed)intermediate-term interest rates of 25 basigtpapplied to
the estimated fiscal 2009 average investment bataand any related borrowings would result in agprately a $7 million impact to earnings
before income taxes over a twelve-month periodypolthetical change in only short-term interestgate25 basis points applied to the estimated
fiscal 2009 average short-term investment balaandsany related short-term borrowings would reisupproximately a $3 million impact to
earnings before income taxes over a twelve-montioghe

The Company is exposed to credit risk in conneatigh our available-for-sale securities through plessible inability of the borrowers to meet
the terms of the securities. The Company limitslitnésk by investing in AAA and AA rated securiieas rated by Moody’s, Standard & Poor’s,
and for Canadian securities, Dominion Bond Ratiagv8e. At June 30, 2008, approximately 90% of aailable-for-sale securities held AAA or
AA ratings. In addition, we also limit amounts tltain be invested in any security other than U.8.Ganadian government or government agency
securities.

The Company is exposed to market risk from changémeign currency exchange rates that could imjtadinancial position, results of
operations and cash flows. The Company managesgptssure to these market risks through its regagarating and financing activities and, when
deemed appropriate, through the use of derivatinantial instruments. The Company uses derivatiantial instruments as risk management
tools and not for trading purposes.
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RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In June 2008, the FASB issued FASB Staff Positi&i$P”) EITF 03-6-1, “Determining Whether Instrume@Granted in Share-Based Payment
Transactions are Participating Securities.” Thi® FpBovides that unvested share-based payment athatdsontain nonforfeitable rights to
dividends or dividend equivalents (whether paidimpaid) are participating securities and shallnotuded in the computation of earnings per share
pursuant to the twotass method. The FSP is effective for financiateshents issued for fiscal years beginning aftereD#er 15, 2008, and intet
periods within those fiscal years. Upon adoptio@ompany is required to retrospectively adjuse#@mings per share data (including any amounts
related to interim periods, summaries of earningbselected financial data) to conform with prowis of this FSP. We are currently evaluating the
impact, if any, that the adoption of FSP EITF 03-%ll have on our consolidated results of operatior financial condition.

In May 2008, the FASB issued Statement of Finand@ounting Standards (“SFAS”) No. 162, “The Hiefay of Generally Accepted
Accounting Principle” (“SFAS No. 16”). SFAS No. 162 is intended to improve financial rejogr by identifying a consistent framework,



hierarchy, for selecting accounting principles ¢oused in preparing financial statements that eesgmted in conformity with generally accepted
accounting principles . SFAS No. 162 will beconteetive 60 days following the SEC’s approval of thgblic Company Accounting Oversight
Board amendments to AU Section 411, “The MeaninBrekent Fairly in Conformity With Generally Acceg@tAccounting Principles.” We do not
anticipate the adoption of SFAS No. 162 will havaaerial impact on our results of operations, dlsks or financial condition.

In April 2008, the FASB issued FSP FAS 142-Determination of the Useful Life of Intangible Assé (“FSP FAS 142-3"). FSP FAS 142-3
amends the factors that should be considered ielolgwg renewal or extension assumptions usedtwrméae the useful life of a recognized
intangible asset under FASB Statement No. Btdwill and Other Intangible Ass€SP FAS 142-3 also requires expanded disclosuatereto
the determination of intangible asset useful €SP FAS 142-3 is effective for financial statensaasued for fiscal years beginning after
December 15, 2008, and interim periods within tHosml years. We are currently evaluating the iatplaat the adoption of FSP FAS 142-3 will
have on our consolidated results of operationd) flaw/s or financial condition.

In March 2008, the FASB issued Statement No. 1Bisclosures about Derivative Instruments and Hegidiativities” (“SFAS No. 161").
SFAS No. 161 amends and expands the disclosur@eemnts of Statement No. 133, “Accounting for Dative Instruments and Hedging
Activities.” SFAS No. 161 requires qualitative dizsures about objectives and strategies for usimiyatives, quantitative disclosures about credit-
risk-related contingent features in derivative agrents. SFAS No. 161 is effective for financiatestaents issued for fiscal years and interim
periods beginning after November 15, 2008. We danticipate the adoption of SFAS No. 161 will hamaterial impact on our results of
operations, cash flows or financial condition.

In December 2007, the FASB issued Statement No(re#ised 2007), “Business Combinations” (“SFAS Né1R"). SFAS No. 141R
establishes principles and requirements for hovatitgiirer in a business combination recognizesnagasures in its financial statements the
identifiable assets acquired, the liabilities assdnany controlling interest in the business aredgthodwill acquired. SFAS No. 141R further
requires that acquisition-related costs and castea@ated with restructuring or exiting activit@fsan acquired entity will be expensed as incurred.
SFAS No. 141R also establishes disclosure requinesrbat will require disclosure on the nature financial effects of the business combination.
SFAS No. 141R will impact business combinationstifier Company that may be completed on or after JuB009. We cannot anticipate whether
the adoption of SFAS No. 141R will have a matdrigdact on our results of operations and finanaidition as the impact is solely dependent on
whether we enter into any business combinatiores attly 1, 2009 and the terms of such transactions.

In March 2007, the FASB ratified EITF Issue No. B-"Accounting for Income Tax Benefits of Dividendn Share-Based Payment Awards."
EITF 06-11 requires companies to recognize, aseease to additional paid-in capital, the incomelienefit realized from dividends or dividend
equivalents that are charged to retained earnindgaid to employees for non-vested equity-clesgi@mployee shafeased payment awards. El
06-11 is effective for fiscal years beginning afaptember 15, 2007. We do not expect EITF 06-Tiate a material impact on our consolidated
results of operations or cash flows.
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In February 2007, the FASB issued SFAS No. 159¢"Fhir Value Option for Financial Assets and Finalndabilities” (“SFAS No. 1597).
SFAS No. 159 is effective for fiscal years begimgnaiter November 15, 2007. This statement provigd@spanies with an option to measure sele
financial assets and liabilities at fair value. Wave not elected to measure such selected finaassals and liabilities at fair value. As suchdoe
not expect the adoption of SFAS No. 159 to haveaterial impact on our consolidated results of of@na, cash flows or financial condition.

In September 2006, the FASB issued SFAS No. 1530r Value Measurements” (“SFAS No. 157This statement clarifies the definition of 1
value, establishes a framework for measuring falne, and expands the disclosures on fair valuesunements. SFAS No. 157 is effective for fi
years beginning after November 15, 2007. We darpéct the adoption of SFAS No. 157 to have a ri@fienpact on our consolidated results of
operations, cash flows or financial condition.

CRITICAL ACCOUNTING POLICIES

Our consolidated financial statements and accompgmptes have been prepared in accordance witiuatiog principles generally accepted
in the United States of America. The preparatiothege financial statements requires managemenake estimates, judgments and assumptions
that affect reported amounts of assets, liabilitiegenues and expenses. We continually evaluataedtounting policies and estimates used to
prepare the consolidated financial statements.eBtimates are based on historical experience anuimgmions believed to be reasonable under
current facts and circumstances. Actual amountgeswits could differ from these estimates madembpagement. Certain accounting policies that
require significant management estimates and anee critical to our results of operations or ficiahposition are discussed below.

Revenue RecognitiarOur revenues are primarily attributable to femsproviding services€.g., Employer Services’ payroll processing fees)
as well as investment income on payroll funds, plax filing funds and other Employer Servicebent-related funds. We enter into agreements
for a fixed fee per transactiore(g., number of payees or number of payrolls proces$am)s associated with services are recognizdaipdriod
services are rendered and earned under servicgameents with clients where service fees are fotedeterminable and collectibility is reasonably
assured. Our service fees are determined baseditbervprice quotations or service agreements lgpstipulated terms and conditions that do not
require management to make any significant judgesenaissumptions regarding any potential uncentaininterest income on collected but not yet
remitted funds held for clients is recognized imemreues as earned, as the collection, holding andtesmce of these funds are critical components of
providing these service



We also recognize revenues associated with theofalaftware systems and associated software ksefesg. Dealer Services’ dealer
management systems). For a majority of our softwates arrangements, which provide hardware, sodtli@nses, installation and post-contract
customer support, revenues are recognized ratablytbe software license term as vendor-specifjectlve evidence of the fair values of the
individual elements in the sales arrangement doeexist. Changes to the elements in an arrangeamehthe ability to establish vendor-specific
objective evidence for those elements could affextiming of the revenue recognition.

We assess collectibility of our revenues basedgmilgnon the creditworthiness of the customer aemeined by credit checks and analysis, as
well as the customes’payment history. We do not believe that a chamgeir assumptions utilized in the collectibilitgtdrmination would result
a material change to revenues as no single cus@tgeunts for a significant portion of our revenues

Goodwill. We account for goodwill and other intangible &ss@th indefinite useful lives in accordance wBRAS No. 142, “Goodwill and
Other Intangible Assets,” which states that gooldavitl intangible assets with indefinite useful wshould not be amortized, but instead tested for
impairment at least annually at the reporting leniel. We perform this impairment test by first queming the fair value of our reporting units to
their carrying amount. If an indicator of impairni@xists based upon comparing the fair value ofreporting units to their carrying amount, we
would then compare the implied fair value of ouodwill to the carrying amount in order to determthe amount of the impairment, if any. We
discounted cash flows to determine fair values. iVdnagilable and as appropriate, comparative mankitiples are used to corroborate discounted
cash flow results. We had $2,426.7 million of godbas of June 30, 2008. Given the significancewf goodwill, an adverse change to the fair
value could result in an impairment charge, whictld be material to our consolidated earnings.
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Income TaxedNe account for income taxes in accordance with SRAS109, “Accounting for Income Taxes,” which dsishes financial
accounting and reporting standards for the effegia@me taxes. The objectives of accounting faome taxes are to recognize the amount of taxe:
payable or refundable for the current year andrdedetax liabilities and assets for the future darsequences of events that have been recogni
an entity’s financial statements or tax returnslginent is required in addressing the future taxsequences of events that have been recognized in
our consolidated financial statements or tax reting., realization of deferred tax assets, changes«itatas or interpretations thereof). In
addition, we are subject to the continuous exananaif our income tax returns by the Internal Rex@8ervice and other tax authorities. A change
in the assessment of the outcomes of such matiatd materially impact our consolidated financia@tesments.

We adopted the provisions of FIN 48 on July 1, 200 48 prescribes a financial statement recognithreshold and measurement attribute
for tax positions taken or expected to be takeatiax return. Specifically, it clarifies that artigris tax benefits must be “more likely than naot’
being sustained assuming that position will be érathby taxing authorities with full knowledge df eelevant information prior to recording the
related tax benefit in the financial statementshéf position drops below the “more likely thanretandard, the benefit can no longer be
recognized. Assumptions, judgment and the usetohates are required in determining if the “mokely than not” standard has been met when
developing the provision for income taxes. A chaimgihe assessment of the “more likely than nathdard could materially impact our
consolidated financial statements.

Stock-Based Compensati®@FAS No. 123R requires the measurement of shaded compensation expense based on the fair ofalie awari
on the date of grant. We determine the fair valugtack options issued by using a binominal opfiwiting model. The binomial option-pricing
model considers a range of assumptions relatedl&dility, dividend yield, risk-free interest raémd employee exercise behavior. Expected
volatilities utilized in the binomial option-prichmodel are based on a combination of implied ntartktilities, historical volatility of our stock
price and other factors. Similarly, the dividendlgliis based on historical experience and expdatade changes. The risk-free rate is derived from
the U.S. Treasury yield curve in effect at the tiofigrant. The binomial option-pricing model alsadrporates exercise and forfeiture assumptions
based on an analysis of historical data. The ergdie of the stock option grants is derived frira output of the binomial model and represents
the period of time that options granted are expktide outstanding. Determining these assumpifosisbjective and complex, and therefore, a
change in the assumptions utilized could impacttieulation of the fair value of our stock options

Item 7A. Quantitative and Qualitative Disclosures Aout Market Risk

The information called for by this item isopided under the caption “Quantitative and QualiaDisclosures About Market Risk” under “Item
7 — Management’s Discussion and Analysis of Firelnf€ondition and Results of Operations.”
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Item 8. Financial Statements and Supplementary Data
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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



We have audited the accompanying consolidated talgineets of Automatic Data Processing, Inc. abdidiaries (the "Company") as of June
30, 2008 and 2007, and the related statementsngbtidated earnings, stockholders' equity, and fiasls for each of the three years in the period
ended June 30, 2008. Our audits also includedhedial statement schedule listed in the Inddieat 15(a) 2. These consolidated financial
statements and consolidated financial statemewidsth are the responsibility of the Company's mamsgnt. Our responsibility is to express an
opinion on these consolidated financial statemantsconsolidated financial statement schedule basedrr audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighafBiqUnited States). Those standards
require that we plan and perform the audit to ebtaasonable assurance about whether the finestataiments are free of material misstatement.
An audit includes examining, on a test basis, exddesupporting the amounts and disclosures initla@dial statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agativeg the overall financial statement
presentation. We believe that our audits provideagonable basis for our opinion.

In our opinion, the consolidated financial statetaeaferred to above present fairly, in all materéspects, the financial position of Automatic
Data Processing, Inc. and subsidiaries as of JOn20®8 and 2007, and the results of their operaténd their cash flows for each of the three y
in the period ended June 30, 2008, in conformityh\accounting principles generally accepted inhéed States of America. Also, in our opinit
such financial statement schedule, when considareglation to the basic consolidated financiatestaents taken as a whole, presents fairly, in all
material respects, the information set forth therei

As discussed in Notes 1 and 14 to the consolidatedcial statements, in 2008 the Company adopieah€ial Accounting Standards Board
Interpretation No. 48, “Accounting for Uncertaintylncome Taxes—An Interpretation of FASB Statermdat 109,” effective July 1, 2007.

In addition, as discussed in Notes 13 and 17 tadnsolidated financial statements, in 2007 the Gamy adopted the recognition and disclo
provisions of Statement of Financial Accountingr@i@ds No. 158, “Employers’ Accounting for DefinBdnefit Pension and Other Postretirement
Plans—an amendment of FASB Statements No. 87,8,ahd 132(R),” effective June 30, 2007 and SRtaffounting Bulletin No. 108,
“Considering the Effects of Prior Year Misstatensawhen Quantifying Misstatements in Current YeaaRcial Statementsgffective July 1, 2001

We have also audited, in accordance with the stdsdz the Public Company Accounting Oversight Blo@/nited States), the Company's
internal control over financial reporting as of @80, 2008 based on the criteria establishédtérnal Control—Integrated Framewoigsued by
the Committee of Sponsoring Organizations of trea@lvay Commission and our report dated Aug@s2008, expressed an unqualified opinio
the Company's internal control over financial rejoor.

[/s/ Deloitte & Touche LLP
New York, New York
August 29, 2008
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Statements of Consolidated Earnings
(In millions, except per share amounts)
Years ended June . 2008 2007 2006
REVENUES:
Revenues, other than interest on funds
held for clients and PEO revenues $7,038.¢ $6,267 .« $5,582.:
Interest on funds held for clients 684.5 653.¢ 549.¢
PEO revenues (A) 1,053.: 879.( 703.7
TOTAL REVENUES 8,776. 7,800.( 6,835.¢
EXPENSES:
Costs of revenues
Operating expenses 3,915.° 3,392.: 2,970.!
Systems development and programming costs 525.¢ 486.1 472.%
Depreciation and amortization 238.t 208.¢ 160.¢
TOTAL COSTS OF REVENUES 4,680.. 4,087.: 3,603.°
Selling, general and administrative expenses 2,370.¢ 2,206.: 1,933.°
Interest expense 80.5 94.¢ 72.¢
TOTAL EXPENSES 7,131.( 6,388.¢ 5,610.

Other income, net (166.5) (211.9 (135.¢)



EARNINGS FROM CONTINUING OPERATIONS

BEFORE INCOME TAXES 1,812.( 1,623.t 1,361.;
Provision for income taxes 650.% 602.% 519.%
NET EARNINGS FROM CONTINUING OPERATION 1,161.° 1,021.: 841.¢
Earnings from discontinued operations, net of wiowvi

for income taxes of $23.2, $110.6 and $274.5 ferfidcal

years ended June 30, 2008, 2007 and 2006, respigctiv 74.C 117.t 712.]
NET EARNINGS $1,235." $1,138.° $1,554.(
Basic earnings per share from continuing operations $ 2.2 $ 1.8¢ $ 1.4¢
Basic earnings per share from discontinued operatio 0.14 0.21 1.2¢
BASIC EARNINGS PER SHARE $ 237 $ 207 $§ 2.7C
Diluted earnings per share from continuing operetio $ 2.2 $ 1.8 $ 1.4
Diluted earnings per share from discontinued opmrat 0.14 0.21 1.2¢
DILUTED EARNINGS PER SHARE $ 234 $ 2.0/ $ 2.6¢
Basic weighted average shares outstanding 521.t 549.; 574.¢
Diluted weighted average shares outstanding 527.2 557.¢ 580.1

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

taxes, of $11,247.4, $9,082.5 and $6,977.0, reispdet
See notes to consolidated financial statements.
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Consolidated Balance Sheets
(In millions, except per share amounts)

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

Total assets

Liabilities and Stockholders' Equity
Current liabilities:

2008 2007
$ 917f $1,746.
666.: 70.4
1,034.¢ 1,041.¢
771.€ 448.1
= 57.7
3,390.( 3,364.:
15,418.! 18,489..
18,808.! 21,853.
76.5 68.1
234.( 226.5
742.¢ 723.¢
808.: 735.f
2,426. 2,353.¢
637.] 688.(
$23,734..  $26,648.!




Accounts payable
Accrued expenses and other current liabilities
Accrued payroll and payroll related expenses
Dividends payable
Short-term deferred revenues
Obligation under reverse repurchase agreement
Income taxes payable
Liabilities of discontinued operations

Total current liabilities before client funds oldiipns
Client funds obligations

Total current liabilities

Long-term debt

Other liabilities

Deferred income taxes

Long-term deferred revenues
Total liabilities

Commitments and contingencies (Note 15)

Stockholders' equity:

Preferred stock, $1.00 par value: Authorized, 6&as; issued, none
Common stock, $0.10 par value: Authorized, 1,08D#res; issued, 638.7 shares at June 30, 20088id 2
outstanding, 510.3 and 535.8 shares at June 38,&0D2007, respectively

Capital in excess of par value
Retained earnings

Treasury stock - at cost: 128.4 and 102.9 sharésrest 30, 2008 and 2007, respectively

Accumulated other comprehensive income (loss)
Total stockholders' equity

Total liabilities and stockholders' equity

$ 126¢ $ 125

668.1 703.2
479.2 402.¢
145.7 122.(
356.1 299.1

11. -
258.¢ 118.7

- 19.1
2,046.¢ 1,790.¢
15,294  18,673.l
17,3410 20,463.!
52.1 43F
587.¢ 390.F
170. 127.7
495.¢ 475.
18,647.. 21,501
63.C 63.C
522.( 351.¢
10,029.¢ 9,378
(5,804.)  (4,612.9
276.2 (33.9)
5,087.. 5,147.¢
$23,734..  $26,648.!

(A) As of June 30, 2008, long-term marketable séesrinclude $11.7 of securities that have beedgéd as collateral under the Company’s

reverse repurchase agreement (see Note 10).

See notes to consolidated financial statements.
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Statements of Consolidated Stockholders’ Equity
(In millions, except per share amounts)

Balance at June 30, 2005

Net earnings
Foreign currency translation adjustments

Unrealized net loss on securities, net of tax

Minimum pension liability adjustment, net of tax

Comprehensive income

Elimination of deferred compensation upon adoptibn
Statement of Financial Accounting Standards NoRL23

Stock-based compensation expense

Stock plans and related tax benefits

Treasury stock acquired (29.6 shares)

Capital ir

Common Stock Excess ¢ Deferred

Share Amount Par Valur Compensatio

Accumulated
Other

Retained Treasury Comprehensiv Comprehensiv

Earnings Stock Income Income (Loss)
638.7 $ 63.¢ $ - $ (13.9) $ 7,966.C $(2,246.9 $ 14.1
1,554.( - $ 15540
80.2 80.2
(221.0 (221.0
0.4 0.4
$ 1,413
(13.9) flIke
174.¢
(3.7 375.¢

(1,326.9



Dividends ($0.7100 per share) - - - - (408.6) - -

Adoption of Statement of Financial Accounting

Standards No. 158, net of tax - - - - - - (63.1)

Foreign currency translation adjustments 76.4 76.4

Minimum pension liability adjustment, net of tax (2.3) 2.9

Stock plans and related tax benefits - - 55.¢ - - 464.. -
Adoption of Staff Accounting Bulletin No. 108, nafttax - - (3.9 - 44.2 - -

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

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

Net earnings - - - - 1,235.7 - $ 12350 -

Unrealized net gain on securities, net of tax 209.7 209.7

Comprehensive income $ 15451

Stock plans and related tax benefits - - 4. - - 271. -

Adoption of Financial Accounting Standards Boartetpretation No. 48 - - - - (11.7) - -

Dividends ($1.1000 per share) - - - - (572.%) - -

See notes to consolidated financial statements.
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Statements of Consolidated Cash Flow

(In millions)
Years ended June . 2008 2007 2006

Net earning: $1,235.° $1,138.° $ 1,554.(

Gain on sale of cost-based investment

Depreciation and amortization 319.1 288.¢ 246.(

Excess tax benefit related to exercises of stotioep

o
o
N
o

I
o
()
IN
o
(3}
w
=
~N

Net pension expense



Net realized loss (gain) from the sales of marketabcurities 1.3 8.9 4.6

Net amortization of premiums and accretion of diste on available-for-sale securities 42.7 40.5 75.4
Gain on sale of discontinued businesses, net of tax (74.0 (20.9 (452.¢)
Impairment of assets of discontinued operationsnesses - - 18.€
Other 100.€ 40.¢ 30.€
Changes in operating assets and liabilities, neffetts from acquistions and divestitures of besges:
Decrease (increase) in accounts receivable 34.2 (255.¢) (8.9
(Increase) decrease in other assets (40.5) (88.0 28.2
Increase (decrease) in accounts payable 9.7 (1.5) 3.2
Increase (decrease) in accrued expenses and iathiétiés 89.2 (43.%) (93.9)
Operating activities of discontinued operations - 59.7 245.¢
Net cash flows provided by operating activit 1,772.. 1,298.( 1,812.¢
Cash Flows From Investing Activities
Purchases of corporate and client funds marketsdarities (6,407.7) (4,449.) (5,846.9
Proceeds from the sales and maturities of corparadeclient funds marketable securities 5,140.¢ 4,840.( 4,955.(
Net decrease (increase) in restricted cash andezpstalents and other restricted assets heldtigfysalient funds obligation 4,119.¢ (598.0 1,364..
Capital expenditures (181.() (272.¢) (258.¢)
Additions to intangibles (96.€) (150.0 (115.2)
Acquisitions of businesses, net of cash acquired (97.9) (446.9) (339.)
Proceeds from the sale of cost-based investment - 38.€ -
Dividend received from Broadridge Financial Solagpinc., net of $29.9 million in cash retainedBrgadridge Financial Solutions, Inc. - 660.1 -
Other 23.4 14.5 12.2
Proceeds from the sale of businesses includedaodiinued operations, net of cash divested 112.¢ 17.2 902.2
Investing activities of discontinued operations - (30.5 (47.7)
Net cash flows provided by (used in) investing\atiés 2,613.¢ (276.9 626.5
Cash Flows From Financing Activities
Net (decrease) increase in client funds obligat (3,480.) 707.% (174.9)
Proceeds from issuance of debt 21.z 0.6 0.5
Payments of debt (10.7) 1.9 0.7)
Repurchases of common stock (1,504.9 (1,900.9) (1,299.9
Proceeds from stock purchase plan and exercisgsdf options 239.% 344.2 218.C
Excess tax benefit related to exercises of stotlonp 0.7 0.2 7.9
Dividends paid (548.9 (461.9) (393.9)
Net proceeds from reverse repurchase agreer 11.€ - -
Financing activities of discontinued operations - 134.1 119.%
Net cash flows used in financing activit (5,270.) (1,176.) (1,523.)
Effect of exchange rate changes on cash and casveénts 41.2 15.7 9.4
Net change in cash and cash equival (843.9) (139.9 925.%
Cash and cash equivalents of continuing operatimeginning of year 1,746.. 1,800.: 77738
Cash and cash equivalents of discontinued opegtimeginning of year 14.7 100.€ 198.1
Cash and cash equivalents, end of year 917.F 1,760.¢ 1,900.%
Less cash and cash equivalents of discontinuedchtipes, end of year - 147 100.€
Cash and cash equivalents of continuing operatiemd of year $ 917.t $1,746.. $1,800.:

See notes to consolidated financial statements.
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Notes to Consolidated Financial Statements

(Tabular dollars in millions, except per share antsy
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Consolidation and Basis of PreparationThe consolidated financial statements include itential results of Automatic Data Processing, Inc.
and its majority-owned subsidiaries (the “Compaoy”"ADP”). Intercompany balances and transacticagehbeen eliminated in consolidation.

The preparation of financial statements in conftymiith accounting principles generally acceptethie United States of America requi



management to make estimates and assumptiondfédetttae amounts reported in the consolidatedniond statements and accompanying notes.
Actual results could differ from these estimates.

Certain reclassifications of prior years’ financghtements have been made to conform to the ¢ymean presentation. Refer to Note 2
“Reclassifications within Consolidated Balance $8e@md Statements of Consolidated Cash Flows dditianal disclosures related to such
reclassifications.

B. Description of BusinessThe Company is a provider of technology-based autsog solutions to employers, and vehicle retaiband
manufacturers. The Company classifies its operatiato the following reportable segments: Empldgervices, Professional Employer
Organization (“PEO”) Services, and Dealer Servit@sher” consists primarily of miscellaneous progieg services, and corporate allocations and
expenses, including stock-based compensation egpens

C. Revenue RecognitionRevenues are primarily attributable to fees fovjglimg services (e.g., Employer Services’ payrotigessing fees) as

well as investment income on payroll funds, payta filing funds and other Employer Services’ stigelated funds. The Company enters into
agreements for a fixed fee per transaction (eugnber of payees or number of payrolls processeams Rssociated with services are recognized in
the period services are rendered and earned uedécesarrangements with clients where service &edixed or determinable and collectibility is
reasonably assured. Service fees are determined baswritten price quotations or service agreembaving stipulated terms and conditions that
do not require management to make any signifiaadgminents or assumptions regarding any potentiareiaties. Interest income on collected but
not yet remitted funds held for clients is recogudiin revenues as earned, as the collection, lphtid remittance of these funds are critical
components of providing these services.

Interest income on collected but not yet remittants held for clients is earned on funds that allected from clients and invested until remittance
to the applicable tax agencies or clients’ empleydée interest earned on these funds is includeeMvienues because the collection, holding and
remittance of these funds are critical componehaviding these services.

The Company also recognizes revenues associatedheitsale of software systems and associated aefticenses (e.g., Dealer Services’ dealer
management systems). For a majority of our softwates arrangements, which provide hardware, sodtli@nses, installation and post-contract
customer support, revenues are recognized ratablytbe software license term as vendor-specifjectlve evidence of the fair values of the
individual elements in the sales arrangement dotexist.

The Company assesses collectibility of our revetasgd primarily on the creditworthiness of thet@mer as determined by credit checks and
analysis, as well as the customer’s payment history

PEO revenues are reported on the Statements ob{ftated Earnings and are reported net of diress{trough costs, which are costs billed and
incurred for PEO worksite employees, primarily detisg of payroll wages and payroll taxes. Beneditsl workers’ compensation fees for PEO
worksite employees are included in PEO revenuegstamessociated costs are included in operatingresgs.
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D. Cash and Cash Equivalentsnvestment securities with a maturity of ninety slay less at the time of purchase are considersgdeguivalents.

E. Corporate Investments and Funds Held for ClientsAll of the Company’s marketable securities are a#red to be “available-for-sale” and,
accordingly, are carried on the Consolidated BaleBiteets at fair value. Unrealized gains and lpsst®f the related tax effect, are excluded from
earnings and are reported as a separate compdresturnulated other comprehensive income (loss)herConsolidated Balance Sheets, until
realized. Realized gains and losses from the $aeailable-for-sale securities are determined gpexific-identification basis and are included in
other income, net on the Statements of Consolidasedings.

If the market value of any available-for-sale séguteclines below cost and it is deemed to beretth@n-temporary, an impairment charge is
recorded to earnings for the difference betweerténgiing amount of the respective security andairevalue.

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

F. Long-term ReceivablesLongterm receivables relate to notes receivable frarstile of computer systems, primarily to autometiesavy trucl
and powersports and truck dealers. Unearned in¢mmefinance receivables represents the excessgfgeceivables over the sales price of the
computer systems financed. Unearned income is &adntising the effective-interest method to maimgatonstant rate of return on the net
investment over the term of each contract.

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

G. Property, Plant and Equipment.Property, plant and equipment is stated at costlapdeciated over the estimated useful lives obsets
using the straight-line method. Leasehold improvetsare amortized over the shorter of the ternmef¢ase or the estimated useful lives of the
improvements. The estimated useful lives of assetprimarily as follows



Data processing equipment 2 to 5 years
Buildings 20 to 40 years
Furniture and fixtures 3to 7 years

H. Goodwill and Other Intangible Assets.The Company accounts for goodwill and other inthlegassets with indefinite useful lives in
accordance with Statement of Financial Accountitap&ards (“SFAS”) No. 142, “Goodwill and Othetdngible Assets,” which states that
goodwill and intangible assets with indefinite wsdifzes should not be amortized, but instead te&te impairment at least annually at the reporting
unit level. The Company performs this impairmest tgy first comparing the fair value of our repogtiunits to their carrying amount. If an
indicator of impairment exists based upon compaitiegfair value of our reporting units to theirigamg amount, the Company would then comj
the implied fair value of our goodwill to the caimg amount in order to determine the amount ofitfygairment, if any. The Company uses
discounted cash flows to determine fair values. kVdnagilable and as appropriate, comparative mankitiples are used to corroborate discounted
cash flow results.
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I. Impairment of Long-Lived Assets.In accordance with SFAS No. 144, loliged assets are reviewed for impairment whenevents or change

in circumstances indicate that the carrying amaofilsin asset may not be recoverable. Recoverabiliigsets to be held and used is measured by a
comparison of the carrying amount of an assettimated undiscounted future cash flows expectdzbtgenerated by the asset. If the carrying
amount of an asset exceeds its estimated futuheficags, an impairment charge is recognized forahmunt by which the carrying amount of the
asset exceeds the fair value of the asset.

J. Foreign Currency Translation. The net assets of the Company’s foreign subsidiaie translated into U.S. dollars based on ex@heatgs in
effect for each period, and revenues and expemsdsaaslated at average exchange rates in thedseiCurrency transaction gains or losses, which
are included in the results of operations, are iten for all periods presented. Gains or lossesifbalance sheet translation are included in
accumulated other comprehensive income (loss) @Ctnsolidated Balance Sheets.

K. Derivative Financial Instruments. Derivative financial instruments are measured iatv&@ue and are recognized as assets or lialsildiethe
Consolidated Balance Sheets with changes in thedhie of the derivatives recognized in eithereghings from continuing operations or
accumulated other comprehensive income (loss),ndi#pg on the timing and designated purpose of gravative, in accordance with SFAS No.
133, “Accounting for Derivative Instruments and lgad) Activities” (“SFAS No. 133”), SFAS No. 138, ‘@ounting for Certain Derivative
Instruments and Certain Hedging Activities” and §Ro. 149, “Amendment of Statement 133 on Derivatistruments and Hedging Activities.”

There were no derivative financial instruments tauntding at June 30, 2008 or June 30, 2007. The @oyngloes not hold any derivative
instruments for trading purposes.

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

Effect of Effect of Effect of Effect of

Zero Coupo Employee Employee Employee

Subordinate  Stock Optior  Stock Purchas  Restricted Stoc
Years ended June 30, Basic Notes Shares Plan Shares Shares Diluted
2008
Net earnings from continuing operatic $1,161. $ - $ - $ - $ - $1,161.°
Weighted average shares (in millions) 521.t 4.3 0.3 1.1 527.%
EPS from continuing operations $ 2.2¢ $ 2.2
2007
Net earnings from continuing operatic $1,021.. $1.1 $ - $ - $ - $1,022.:
Weighted average shares (in millions) 549, 0.8 4.8 1.0 1.6 557.¢
EPS from continuing operations $ 1.8¢ $ 1.8
2006
Net earnings from continuing operatic $ 841 $1.0 $ - $ - $ - $ 842.¢
Weighted average shares (in millions) 574.¢ 1.1 3.6 0.6 0.2 580.:
EPS from continuing operations $ 1.4¢ $ 1.45

Options to purchase 12.6 million, 16.9 million, &&{6 million shares of common stock for fiscal 202007 and 2006, respectively, were excluded
from the calculation of diluted earnings per shHageause their exercise prices exceeded the averadiet price of outstanding common shares for
the respective fiscal yee
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M. Stock-Based CompensationThe Company accounts for stock-based compensatider SFAS No. 123R, “Share-Based Payment,” which
requires stock-based compensation expense to bgmized in net earnings based on the fair valueefward on the date of the grant. The
Company determines the fair value of stock optisssed by using a binominal option-pricing moddie binomial option-pricing model considers

a range of assumptions related to volatility, david yield, risk-free interest rate and employeease behavior. Expected volatilities utilized et
binomial option-pricing model are based on a coratim of implied market volatilities, historical katility of the Company’s stock price and other
factors. Similarly, the dividend yield is basedhostorical experience and expected future changesrisk-free rate is derived from the U.S.
Treasury yield curve in effect at the time of grarite binomial option-pricing model also incorpesexercise and forfeiture assumptions based on
an analysis of historical data. The expected lifthe stock option grants is derived from the otitgfthe binomial model and represents the period
of time that options granted are expected to bstandling.

N. Internal Use Software.Expenditures for major software purchases and soéwleveloped or obtained for internal use are@®d and
amortized over a three- to five-year period orraightdine basis. For software developed or obtainedrfi@rnal use, the Company capitalizes ¢

in accordance with the provisions of Statementasitfon No. 98-1, “Accounting for the Costs of Camgr Software Developed or Obtained for
Internal Use.” The Company’s policy provides foe tapitalization of external direct costs of matisrand services associated with developing or
obtaining internal use computer software. In additthe Company also capitalizes certain payrall gayroll-related costs for employees who are
directly associated with internal use computervgaifé projects. The amount of capitalizable paysofits with respect to these employees is limited
to the time directly spent on such projects. Castociated with preliminary project stage actigitieaining, maintenance and all other post-
implementation stage activities are expensed asried. The Company also expenses internal costieteto minor upgrades and enhancements, as
it is impractical to separate these costs from mbmmaintenance activities.

0. Computer Software to be Sold, Leased or OtherwisMarketed. The Company capitalizes certain costs of computitware to be sold, leas
or otherwise marketed in accordance with the pronsof SFAS No. 86, “Accounting for the Costs amputer Software to be Sold, Leased or
Otherwise Marketed.” The Company’s policy providiesthe capitalization of all software productiomsts upon reaching technological feasibility
for a specific product. Technological feasibiligydttained when software products have a completeking model whose consistency with the
overall product design has been confirmed by tgstiosts incurred prior to the establishment dfitetogical feasibility are expensed as incurred.
The establishment of technological feasibility nees judgment by management and in many instasoassly attained a short time prior to the
general release of the software. Upon the geneledse of the software product to customers, degaiton ceases and such costs are amortizec

a three-year period on a straight-line basis. Maiahce-related costs are expensed as incurred.

P. Income TaxesThe Company accounts for income taxes in accordaitbeSFAS No. 109, “Accounting for Income Taxegfiich establishes
financial accounting and reporting standards ferdffect of income taxes. The objectives of acdagrfor income taxes are to recognize the
amount of taxes payable or refundable for the ctiyear and deferred tax liabilities and assetstferfuture tax consequences of events that have
been recognized in an entiyfinancial statements or tax returns. The Compasybject to the continuous examination of ouome tax returns k
the Internal Revenue Service and other tax autbsrit

The Company adopted the provisions of Financialodoting Standards Board (“FASB”) Interpretation M8.(“FIN 48”) on July 1, 2007. FIN 48
prescribes a financial statement recognition tholesnd measurement attribute for tax positionsnair expected to be taken in a tax return.
Specifically, it clarifies that an entity’s tax tefits must be “more likely than not” of being sus&l assuming that position will be examined by
taxing authorities with full knowledge of all relent information prior to recording the related beenefit in the financial statements. If the positio
drops below the “more likely than not” standaras benefit can no longer be recognized. Assumptjodgment and the use of estimates are
required in determining if the “more likely thanthstandard has been met when developing the pgaovfsr income taxes.

Q. Recently Issued Accounting Pronouncementtn June 2008, the FASB issued FASB Staff Positi&isP”) EITF 03-6-1, “Determining
Whether Instruments Granted in Share-Based Payfmansactions are Participating Securities.” Thi® ggovides that unvested share-based
payment awards that contain nonforfeitable rigatdividends or dividend equivalents (whether paidmpaid) are participating securities and shall
be included in the computation of earnings pereiparsuant to the two-class method. The FSP isteféefor financial statements issued for fiscal
years beginning after December 15, 2008, and mtpariods within those fiscal years. Upon adopta@ompany is required to retrospectively
adjust its earnings per share data (including amguets related to interim periods, summaries afiegs and selected financial data) to conform to
provisions of this FSP. The Company is currentlgleating the impact, if any, that the adoption 8PFEITF 03-6-1 will have on its consolidated
results of operations or financial condition.
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In May 2008, the FASB issued SFAS No. 162, “Theratiehy of Generally Accepted Accounting Principl€¢SFAS No. 162"). SFAS No. 162 is
intended to improve financial reporting by idenitifly a consistent framework, or hierarchy, for seétgcaccounting principles to be used in
preparing financial statements that are presentednformity with generally accepted accountingnpiples . SFAS No. 162 will become effective
60 days following the SEC’s approval of the Pullmmpany Accounting Oversight Board amendments tdS&tion 411, “The Meaning of
Present Fairly in Conformity With Generally Accepi&ccounting Principles.The Company does not anticipate the adoption of SRA. 162 will
have a material impact on its results of operatioash flows or financial condition.

In April 2008, the FASB issued FSP FAS -3,“ Determination of the Useful Life of Intangible Ass” (“FSP FAS 14-3"). FSP FAS 14-3



amends the factors that should be considered ieldigwng renewal or extension assumptions usedtermdee the useful life of a recognized
intangible asset under FASB Statement No. Bidwill and Other Intangible Ass@&SP FAS 142-3 also requires expanded disclosuatetktto
the determination of intangible asset useful €SP FAS 142-3 is effective for financial statersdasued for fiscal years beginning after
December 15, 2008, and interim periods within tHgsml years. The Company is currently evaluathmgimpact that the adoption of FSP FAS
142-3 will have on its consolidated results of @pien, cash flows or financial condition.

In March 2008, the FASB issued Statement No. 1Bisclosures about Derivative Instruments and Hegldiativities” (“SFAS No. 161"). SFAS
No. 161 amends and expands the disclosure requitsroéStatement No. 13“Accounting for Derivative Instruments and Hedgifgtivities.” It
requires qualitative disclosures about objectives strategies for using derivatives, quantitatisseldsures about credit-risk-related contingent
features in derivative agreements. SFAS No. 1@fféstive for financial statements issued for flsears and interim periods beginning after
November 15, 2008. The Company does not anticipatadoption of SFAS No. 161 will have a matemabact on its results of operations, ¢
flows or financial condition.

In December 2007, the FASB issued Statement No(rbdised 2007), “Business Combinations” (“SFAS Né1R"). SFAS No. 141R establishes
principles and requirements for how the acquirea business combination recognizes and measuitssfimancial statements the identifiable assets
acquired, the liabilities assumed, any controliimtgrest in the business and the goodwill acquis#eAS No. 141R further requires that acquisition-
related costs and costs associated with restragtor exiting activities of an acquired entity ik expensed as incurred. SFAS No. 141R also
establishes disclosure requirements that will neqdisclosure on the nature and financial effeEth@business combination. SFAS No. 141R will
impact business combinations for the Company tteat be completed on or after July 1, 2009. The Camgannot anticipate whether the adop

of SFAS No. 141R will have a material impact orrésults of operations and financial conditiontasimpact is solely dependent on whether the
Company enters into any business combinations ddifgrl, 2009 and the terms of such transactions.

In March 2007, the FASB ratified EITF Issue No.B-"Accounting for Income Tax Benefits of Dividendn Share-Based Payment Awards."
EITF 06-11 requires companies to recognize, aseease to additional paid-in capital, the incomelienefit realized from dividends or dividend
equivalents that are charged to retained earnindgaid to employees for non-vested equity-clesgi@mployee shafeased payment awards. El
06-11 is effective for fiscal years beginning affeaptember 15, 2007. The Company does not exp&Et@-11 to have a material impact on its
consolidated results of operations or cash flows.

In February 2007, the FASB issued SFAS No. 159¢"Fhir Value Option for Financial Assets and Finalndabilities” (“SFAS No. 159”). SFAS
No. 159 is effective for fiscal years beginningeafNovember 15, 2007. This statement provides coimpavith an option to measure selec
financial assets and liabilities at fair value. T&mpany has not elected to measure such seléctattial assets and liabilities at fair value. As
such, the Company does not expect the adoptiofrABNo. 159 to have a material impact on its cadatgd results of operations, cash flows or
financial condition.
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In September 2006, the FASB issued SFAS No. 15y WValue Measurements” (“SFAS No. 157”). This staént clarifies the definition of fair
value, establishes a framework for measuring falue, and expands the disclosures on fair valuesumements. SFAS No. 157 is effective for fi
years beginning after November 15, 2007. The ComplaBs not expect the adoption of SFAS No. 157ateta material impact on its consolide
results of operations, cash flows or financial ¢tod.

NOTE 2. RECLASSIFICATIONS WITHIN CONSOLIDATED BALAN CE SHEETS AND STATEMENTS OF CONSOLIDATED CASH
FLOWS

The Company has reclassified funds held for cliants client funds obligations that had been preshiopresented outside of current assets and
current liabilities, respectively, within the Coflidated Balance Sheets, to current assets andntiabilities, respectively for all periods preses
Previously presented amounts reclassified werelbsfs:

Year ended June : 2007
Funds held for client $ 18,4809.:
Client funds obligation $ 18,673.(

This reclassification had no impact on total aseet&bilities for any period presented.

Additionally, the Company has reclassified theinetease (decrease) in client funds obligatiorthénStatements of Consolidated Cash Flows from
investing activities to financing activities foll pkeriods presented. The impacts of the reclasgifins were as follows:

Years ended June . 2007 2006
Net cash flows provided by (used in) invest

activities - as previously reported $ 430.¢ $ 452.2
Impact of reclassificatio $ (707.7) $ 174.:

Net cash flows (used in) provided by invest
activities - as reclassified $ (276.9 $ 626.5



Net cash flows used in financing activit- as

previously reported $ (1,884.) $ (1,348.)
Impact of reclassificatio $ 7077 $ (174.9)
Net cash flows (used in) provided by financ

activities - as reclassified $ (1,176.) $ (1,523.)

This reclassification had no impact on the net gean cash and cash equivalents or cash flows fpenating activities for any period presented.

Refer to Note 6 “Corporate Investments and Fundd ke Clients” for additional disclosures relatedfunds held for clients and client funds
obligations.
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NOTE 3. OTHER INCOME, NET
Other income, net consists of the following:
Years ended June . 2008 2007 2006
Interest income on corporate fur $ (1495 $ (165.0 $ (1409
Gain on sale of buildin (16.0 - -
Gain on sale of investme - (38.6) -
Realized gains on availal-for-sale securitie (10.3) (20.¢) (13.9)
Realized losses on availa-for-sale securitie 11.£ 12.5 17.¢
Other, net (2.9) - -
Other income, ne $ (1665 $ (2119 $ (1354

In fiscal 2008, the Company sold a building for $2fillion, which resulted in a net gain of $16.0lion. The Company will receive cash related
to the sale of this building in the first quartéttee fiscal year ended June 30, 2009.

In fiscal 2007, the Company sold a minority invesirinthat was previously accounted for using the loasis. The Company’s sale of this
investment resulted in a gain of $38.6 million.

The Company has an outsourcing agreement with Bidgepursuant to which the Company will continag@tovide data center outsourcing
services, principally information technology seesand service delivery network services, to Bridgérin the same capacity post-spin as it had
been pre-spin. As a result of the outsourcing ages¢, the Company recognized income of $107.8anilin fiscal 2008, which is offset by
expenses associated with providing such servic&8@6.5 million, both of which were recorded inatincome, net on the Statements of
Consolidated Earnings. The Company had a receivabthe Consolidated Balance Sheets from Broadfiolgihe services under this agreement of
$9.7 million and $9.6 million on June 30, 2008 2087, respectively.

NOTE 4. ACQUISITIONS

Assets acquired and liabilities assumed in busioesthinations were recorded on the Company’s Caleteld Balance Sheets as of the respective
acquisition dates based upon their estimated &dires at such dates. The results of operationasifhesses acquired by the Company have been
included in the Statements of Consolidated Earnangse their respective dates of acquisition. Tteess of the purchase price over the estimated
fair values of the underlying assets acquired @fillities assumed was allocated to goodwill. Int@@ circumstances, the allocations of the excess
purchase price are based upon preliminary estinaags®ssumptions. Accordingly, the allocationssautgect to revision when the Company
receives final information, including appraisalslather analyses, which typically occurs within gear from the date of acquisition.

The Company acquired four businesses in fiscal 2008pproximately $45.9 million, net of cash acqdi These acquisitions resulted in
approximately $37.7 million of goodwill. Intangibéssets acquired, which totaled approximately $afillion, consist primarily of software, and
customer contracts and lists that are being aneatimer a weighted average life of 9 years. Intaaidithe Company made $51.4 million of
contingent payments in fiscal 2008 relating tovaresly consummated acquisitions. As of June 3082¢he Company had contingent
consideration remaining for all transactions ofragpmately $25.6 million.

The Company acquired eleven businesses in fis@l & approximately $434.4 million, net of caslyaiced. These acquisitions resulted in
approximately $327.2 million of goodwill. Intangéassets acquired, which totaled approximately $1&ifllion, consist primarily of software, and
customer contracts and lists that are being ansotimer a weighted average life of 9 years. Intamidithe Company made $12.5 million of
contingent payments in fiscal 2007 relating tovaresly consummated acquisitions.
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The Company acquired five businesses in fiscal Z008pproximately $353.8 million, net of cash aicgd. These acquisitions resulted in
approximately $362.5 million of goodwill. Intangébhssets acquired, which totaled approximately@illion, consist primarily of software, and
customer contracts and lists that are being aneattimer a weighted average life of 10 years. Intaatd the Company made $0.7 million of
contingent payments in fiscal 2006 relating to pasly consummated acquisitions.

The acquisitions discussed above for fiscal 200872and 2006 were not material, either individuallyn the aggregate, to the Company’s
operations, financial position or cash flows.

NOTE 5. DIVESTITURES

On June 30, 2007, the Company entered into a teéiragreement to sell its Travel Clearing busirfesapproximately $116.0 million in cash. T
Company completed the sale of its Travel Cleariagjriess on July 6, 2007. The Travel Clearing bssineas previously reported in the “Other”
segment. In connection with the disposal of thisibess, the Company has classified the resultsigbtisiness as discontinued operations for all
periods presented. Additionally, in January 2088,Eompany finalized a purchase price adjustmehteceived an additional payment of $7.2
million, for which the Company recorded a gain @fZmillion, or $4.9 million after taxes, within méngs from discontinued operations on the
Statements of Consolidated Earnings. During fi2€8i8, the Company reported a gain of $95.8 mill@r$62.2 million after taxes, within earnings
from discontinued operations on the StatementsoofsGlidated Earnings.

On March 30, 2007, the Company completed the teg-$pineff of its former Brokerage Services Group businessprised of Brokerage Servit
and Securities Clearing and Outsourcing Services,dn independent publicly traded company callezhBridge. As a result of the spin-off, ADP
stockholders of record on March 23, 2007 (the “rdatate”)received one share of Broadridge common stockveryefour shares of ADP commi
stock held by them on the record date and casanfpifractional shares of Broadridge common stodkPAlistributed approximately 138.8 million
shares of Broadridge common stock in the distributiThe spin-off was made without the payment gf @nsideration or the exchange of any
shares by ADP stockholders. The Company has dledsife results of operations of the spun-off beisinas discontinued operations for all periods
presented.

During fiscal 2008, the Company recorded a net ga#$10.2 million, net of taxes, within earningerfr discontinued operations related to a change
in estimated taxes on the divestitures of busireesB811.3 million, partially offset by professidii@es incurred in connection with the divestitures
of businesses of $1.1 million.

On January 23, 2007, the Company completed theo§&andy Corporation, a business within the De@wices segment, which specializes in
sales and marketing training, for approximately0$illion in cash and the assumption of certaibilides by the buyer, plus an additional earn-out
payment if certain revenue targets are achieved.Qdmpany has classified the results of operatbtisis business as discontinued operations for
all periods presented. Additionally, during thecéisyear 2007, the Company reported a gain of $dlllbn, or $6.9 million after tax, within
earnings from discontinued operations on the Statesnf Consolidated Earnings. In March 2008, tbenfany received an additional payment of
$2.5 million, which represented a purchase prigesichent for the sale of Sandy Corporation. The @amy recorded an additional gain of $2.5
million, or $1.6 million net of tax, within earnisgrom discontinued operations during fiscal 2008.

On April 13, 2006, the Company completed the salesdClaims Services business to Solera, Inc$##5.0 million in cash and reported a gain of
$560.9 million, or $452.8 million after tax, in ¢ial 2006. In fiscal 2007, the Company receiveddditmnal payment of $13.2 million, or $12.6
million after tax, from Solera, Inc., which reprased the final purchase price adjustment for the sfthe Claims Services business. The Company
reported the gain and the final purchase pricesaiient within earnings from discontinued operationshe Statements of Consolidated Earnings.
The Claims Services business was a separate ogesatgment of the Company and was reported inGileet” segment. In connection with the
disposal of this business, the Company has cladsifie results of operations of this business &dtinued operations for all periods presented.
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On January 20, 2006, the Company completed theoéihe Brokerage Services Group’s financial pbinsiness for $7.5 million in cash. The
Company classified the results of operations & thisiness as discontinued operations in fiscab 200connection with the plan to dispose of the
financial print business, the Company recordechgairment charge of $18.6 million in order to reflthe assets of this business at fair value in
fiscal 2006 in accordance with SFAS No. 144. Thipairment charge is included in the earnings frisnahtinued operations on the Statements of
Consolidated Earnings.

Operating results for all discontinued operatiorseras follows:

Years ended June . 2008 2007 2006
Revenue! $ - $ 1518 $ 2,427.
Earnings from discontinued operations before inctemes - 201. 425.%
Provision for income taxe - 104.¢ 166.4
Net earnings from discontinued operations befone

on disposal of discontinued operations - 96.€ 259.%

Gain on disposal of discontinued operations, n



provision for income taxes of $23.2, $5.8 and $108t

fiscal 2008, 2007 and 2006, respectively 74.( 20.€ 452.¢
Net earnings from discontinued operati $ r74C $§ 1178 § 7121
The following are the major classes of assets iafdities related to the discontinued operatios®tJune 30, 2007:
Assets:
Cash $ 14°
Accounts receivable, net 127
Property, plant and equipment, net 5.2
Goodwill 10.1
Intangible assets, net 9.€
Other assets 5.
Total $ 57.
Liabilities:
Accrued expenses $ 15¢
Income taxes payable 14
Other liabilities 1.8
Total $ 19
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NOTE 6. CORPORATE INVESTMENTS AND FUNDS HELD FOR CL IENTS
Corporate investments and funds held for clientuate 30, 2008 and 2007 are as follows:
June 30, 200
Gross Gross
Amortized Unrealizec  Unrealizec
Cost Gains Losses Fair Value
Type of issue
Money market securities and other cash equivalents $ 2,012¢ % - 9 - % 2,012¢
Available-for-sale securities
U.S. Treasury and direct obligations of
U.S. government agencies 6,138.! 109.¢ (14.2) 6,233.¢
Corporate bonds 4,343." 42.C (28.¢) 4,356.;
Asset-backed securities 1,821.¢ 18.4 (3.7 1,836.!
Canadian government obligations and
Canadian government agency obligations 1,0009.: 15.1 (0.5) 1,023.°7
Other securities 1,611. 21.¢ (17.7) 1,615.¢
Total availabl-for-sale securitie 14,924.. 207.( (64.9 15,066.
Total corporate investments and fuiheld for clients $ 16937. $ 207.C $ (649 $ 17,079.
June 30, 200
Gross Gross
Amortized Unrealizec  Unrealizec
Cost Gains Losses Fair Value
Type of issue
Money market securities and other cequivalents $ 7,004 $ - $ - $ 7,004.
Available-for-sale securities
U.S. Treasury and direct obligations of
U.S. government agencies 6,010.¢ 1.7 (90.0 5,922.¢
Corporate bonds 3,388.¢ 2.C (38.9) 3,352.¢
Asset-backed securities 1,906.! 0.€ (21.7) 1,886.(
Canadian government obligations and
Canadian government agency obligations 1,042. 0.2 (22.3) 1,020.
Other securities 1,205.¢ 0.7 (18.5) 1,188.(
Total availabl-for-sale securitie 13,554.. 5.2 (190.7) 13,369.



Total corporate investments and fuiheld for clients $ 20558. $ 52 $ (190.) $ 20,373.
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Classification of investments on the ConsolidatathBce Sheets is as follows:

June 3( 2008 2007
Corporate investment
Cash and cash equivalents $ 917t $ 1,746.
Short-term marketable securities 666.: 70.4
Long-term marketable securities 76.5 68.1
Total corporate investmer $ 1660. $ 1,884.

Funds held for clients represent assets that, hgsen Companyg intent, are restricted for use solely for theppses of satisfying the obligations
remit funds relating to our payroll and payroll fding services, which are classified as cliemds obligations on our Consolidated Balance Sh
Funds held for clients have been invested in tHeviing categories:

June 3( 2008 2007
Funds held for clients

Restricted cash and cash equivalents held

to satisfy client funds obligations $ 955.7 $ 5,189.:
Restricted short-term marketable securities held
to satisfy client funds obligations 1,666." 2,403.;
Restricted long-term marketable securities held
to satisfy client funds obligations 12,656.¢ 10,827
Other restricted assets held to satisfy client
funds obligations 139.¢ 69.1
Total funds held for client $§ 15418¢ § 18,489.

The amount of collected but not yet remitted fuftdishe Company’s payroll and payroll tax filingchather services varies significantly during the
fiscal year, and averaged approximately $15,654l&vm $14,682.9 million and $13,566.2 million fiscal 2008, 2007 and 2006, respectively .

Client funds obligations represent the Companyigtreatual obligations to remit funds to satisfyealis’payroll and tax payment obligations and
recorded on the Consolidated Balance Sheets &inteehat the Company impounds funds from cliefite client funds obligations represent
liabilities that will be repaid within one year thfe balance sheet date. The Company has repoied ftinds obligations as a current liability oe th
Consolidated Balance Sheet totaling $15,294.7 anillind $18,673.0 million as of June 30, 2008 ari¥ 2fespectively. The Company has
classified funds held for clients as a currentesisee these funds are held solely for the purpos$satisfying the client funds obligations.

The Company has reported the cash flows relatétetpurchases of corporate and client funds masleetsecurities and related to the proceeds
from the sales and maturities of corporate andhtfiends marketable securities on a gross bagfeiimvesting section of the Statements of
Consolidated Cash Flows. The Company has repdrtedash inflows and outflows related to client faim/estments with original maturities of 90
days or less on a net basis withiret decrease (increase) in restricted cash andecpsvalents and other restricted assets heldtisfysalient funds
obligations” in the investing section of the Stagems of Consolidated Cash Flows. The Company hpstesd the cash flows related to the cash
received from and paid on behalf of clients on basis within “net (decrease) increase in cliemds obligations” in the financing section of the
Statements of Consolidated Cash Flows.

48

At June 30, 2008, approximately 90% of our avaddik-sale securities held AAA or AA ratings, atedhby Moody’s, Standard & Poor’s and, for
Canadian securities, Dominion Bond Rating Service.

The Company evaluates unrealized losses on avaifablsale securities for other-than-temporary impant based upon whether the unrealized
losses were interest rate related or credit related based upon the length of time and the extenhich the fair value for each individual secyrit
has been below cost. As of June 30, 2008, the Coyngetermined that none of the unrealized losses wfer-than-temporary.

Available-for-sale securities that have been imarealized loss position for a period of less thad greater than 12 months as of June 30, 2008 ar
as follows:



Unrealizec Unrealized
losses Fair market losses Fair market Total gross
less thar  value lessthe greaterthar  value greate unrealizec Total fair
12 months 12 months 12 months  than 12 montt losses market valu
U.S. Treasury and direct obligations
U.S. government agencies $ (142 $ 7622 $ - % $ (142 $ 762.3
Asset backed securitis 3.7 277.C - 2.4 (3.7 279.¢
Corporate bond (28.9) 1,771.¢ (0.4) 3.7 (28.) 1,775.¢
Canadian government obligations ¢
Canadian government agency obligations (0.5) 51.4 - - (0.5) 51.4
Other securitie (13.5) 837.¢ (4.2 73.7 (17.9) 911t
$ (60.) $ 3,700.c $ 4) $ 79.¢ $ (64.) $ 3,780.

Expected maturities of available-for-sale secwsitieJune 30, 2008 are as follows:

Maturity Dates:
Due in one year or less
Due after one year up to two years
Due after two years up to three years
Due after three years up to four years
Due after four years

Total availabl-for-sale securitie
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$

2,333.(
2,788.:
2,932.¢
3,086.7
3,925.°

15,066.

NOTE 7. RECEIVABLES

Accounts receivable is net of an allowance for dfullaccounts of $38.4 million and $30.8 millionJatne 30, 2008 and 2007, respectively.

The Company’s receivables include notes receiviablthe financing of the sale of computer systemast of which are due from automotive,

heavy truck and powersports dealers. These notes/eble are reflected on the Consolidated Bal@heets as follows:

June 3(

Receivables
Less:

Allowance for doubtful accounts
Unearned income

Long-term receivables at June 30, 2008 maturelksvi&

2010
2011
2012
2013
2014

NOTE 8. PROPERTY, PLANT AND EQUIPMENT

2008 2007
Current  Long-term Current  Long-term
$ 17757 $ 2597 $ 173 $ 249.

(4.5) (7.9 (4.8 (8.9
(18.7) (17.9) (16.9) (14.9
$ 155. $ 234( $ 151¢ $ 226!
$129.¢
79.%

37.2
12.:

__1C
$259.%

Property, plant and equipment at cost and accuedildpreciation at June 30, 2008 and 2007 ardlaw$o

June 3( 2008

Property, plant and equipme
Land and buildings $
Data processing equipment
Furniture, leaseholds and other

2007
714§ 684.t
T47.% 684.(
407.¢ 375.¢



1,869.¢ 1,744.:

Less: accumulated depreciati (1,126.) (1,020.)

Property, plant and equipment, | $ 742.¢ $ 723.¢
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NOTE 9. GOODWILL AND INTANGIBLE ASSETS, NET

Changes in goodwill for the fiscal year ended 82008 and 2007 are as follows :

Balance as of June 30, 20
Additions and other adjustments, |

Currency translation adjustmet
Balance as of June 30, 20

Additions and other adjustments, |
Currency translation adjustmet

Balance as of June 30, 20

Employer PEO Dealer

Services Services  Services Total

$ 1,241 % 48 $ 730.C $ 1,976..
313.( - 21.7 334.7
22.2 - 20.5 427

$ 15766 $ 48 $ 772z $ 2,353
(29.0) - 25.t 6.4
58.2 - 8.5 66.7

$ 1615, $ 4¢ $ 806.. $ 2,426,

In fiscal 2008, 2007 and 2006, the Company perfdrthe required impairment tests of goodwill anded®ined that there was no impairment.

Components of intangible assets are as follows:

June 3( 2008 2007
Intangibles:
Software and software licenses $ 1,004f $ 947.(
Customer contracts and lists 627.( 712.(
Other intangibles 197.2 245.¢
1,828.} 1,904.¢
Less accumulated amortizatic
Software and software licenses (805.9 (694.5)
Customer contracts and lists (293.5 (349.6
Other intangibles (92.7) (172.5
(1,191.) (1,216.)
$ 637.1 $ 688.(

Intangible assets, n

Other intangibles consist primarily of purchasehts, covenants, patents and trademarks (acquimectlg or through acquisitions). All of the
intangible assets have finite lives and, as sughsabject to amortization. The weighted averageiging useful life of the intangible assets is 8
years (3 years for software and software licenkkgyears for customer contracts and lists, andelsyfor other intangibles). Amortization of
intangible assets totaled $132.6 million, $145.Biom and $116.4 million for fiscal 2008, 2007 aR@06, respectively.

Estimated amortization expenses of the Company&ieg intangible assets for the next five fiscahys are as follows:

2009
2010
2011
2012
2013
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$ 134.(
$ 118.
$ 86.
$ 68t
$  41c¢

NOTE 10. SHORT-TERM FINANCING

In June 2008, the Company entered into a $2.2B6MhjIB64-day credit agreement with a group of lesad€he 364-day facility replaced the
Compan’s prior $1.75 billion 36-day facility. The Company also has a $1.5 billioedit facility and a $2.25 billion credit facilityhat mature ir



June 2010 and June 2011, respectively. The fivefgedities contain accordion features under whinoh aggregate commitments can each be
increased by $500 million, subject to the avaiiabidf additional commitments. The interest ratplagable to the borrowings is tied to LIBOR or
prime rate depending on the notification providgdh®e Company to the syndicated financial instita$i prior to borrowing. The Company is also
required to pay facility fees on the credit agresteeThe primary uses of the credit facilities r@rovide liquidity to the commercial paper
program and to provide funding for general corpoairposes, if necessary. The Company had no bimgewhrough June 30, 2008 under the
credit agreements.

The Company maintained a U.S. short-term commepeipér program, which provided for the issuancepafo $5.5 billion in aggregate maturity
value of commercial paper at the Company’s disanetin July 2008, the Company increased the U.&t4brm commercial paper program to
provide for the issuance of up to $6.0 billion @geegate maturity value. The Company’s commeraglep program is rated A-1+ by Standard and
Poor’s and Prime-1 by Moody’s. These ratings detteagehighest quality commercial paper securitieatuvties of commercial paper can range
from overnight to up to 364 days. At June 30, 2808 2007, there was no commercial paper outstanttirfgcal 2008 and 2007, the Company’s
average borrowings were $1.4 billion and $1.5dmil]irespectively, at a weighted average interéstab4.2% and 5.3%, respectively. The weighted
average maturity of the Company’s commercial papéscal 2008 and 2007 was less than two daybdth fiscal years.

The Company’s U.S. and Canadian short-term funtbagirements related to client funds obligatioresssmmetimes obtained on a secured basis
through the use of reverse repurchase agreemerits) are collateralized principally by governmenti@overnment agency securities. These
agreements generally have terms ranging from ogbto up to five business days. At June 30, 2€@8Company had an $11.8 million obligation
outstanding related to reverse repurchase agresnigrd term of the reverse repurchase transactatared on July 2, 2008 and the outstanding
obligation was repaid. At June 30, 2007, there wereutstanding obligations under reverse repuechgseements. In fiscal 2008 and 2007, the
Company had average outstanding balances undeseerepurchase agreements of $360.4 million and.$Imillion, respectively, at weighted
average interest rates of 3.4% and 4.4%, respéctive

NOTE 11. DEBT

Components of long-term debt are as follows:

June 3( 2008 2007
Industrial revenue bonc(with variable interest rates from 2.88% to 3.4¢ $34.1 $ 36.€
Secured financin 20.7 -
Other = 7.1
54.¢ 43.7

Less: current portio (2.7) (0.2
$52.1 $ 43¢

During fiscal 2008, the Company entered into a mEtfinancing agreement, whereby the Company bado$21.1 million from a third party in
exchange for a security interest in a single clkemhbilled accounts receivable, which is billableer a ten-year period. The Company will continue
to collect amounts due from the client as theyhdlted. The security interest in the receivabldsaired by the third party is without recourse aghin
the Company in the event that the client does rakenthe appropriate payments to the Company. Asmé 30, 2008, the Company has recorded
approximately $2.7 million within accrued expenaad other current liabilities and approximately $1&iillion within long-term debt on the
Company’s Consolidated Balance Sheets.
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In fiscal 2007, the Company notified holders ofzéso coupon convertible subordinated notes tlaCbmpany would redeem all the notes that
were outstanding as of the end of the busines®dayarch 19, 2007 (the “redemption date”). Priottte redemption date, notes with a face value
of approximately $39 million were converted integximately one million shares of the Company’s owon stock. The Company subsequently
redeemed the remaining 352 notes outstanding the sedemption date at a redemption price of $87®dich note, representing the accrued value
of each note at the time of the redemption.

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

Long-term debt repayments at June 30, 2008 araslf@lows:

2010 $ 2.8
2011 2.8
2012 2.8
2013 25.¢
2014 2.8
Thereafter _15.C

$52.1

Cash payments relating to interest on -term debt and the sh-term financing arrangements described in Note 1@ approximately $82.



million, $93.5 million, and $67.4 million in fisc&008, 2007 and 2006, respectively.
NOTE 12. FOREIGN CURRENCY RISK MANAGEMENT PROGRAMS

In fiscal 2006, the Company had an outstandingdarexchange forward contract to hedge againstgorexchange fluctuations on a Canadian
dollar-denominated shotérm intercompany loan. This forward contract did qualify for foreign currency fair value hedgecagnting treatment
accordance with SFAS No. 133 and, therefore, wasrded at fair value with any gains or losses raczagl in current period earnings. In fiscal
2006, the Company recorded foreign exchange nsesosf $4.0 million on the re-measurement of thisifin exchange forward contract, which
offset the foreign exchange net gains of $4.4 amilliecorded on the re-measurement of the Comp&ayisdian dollar-denominated short-term
intercompany loan. Both the Company’s foreign exgjeeforward contract and Canadian dollar-denoméhabertterm intercompany loan matur
in April 2006. The cash flows from the Company'si\d#ive contract are reflected as operating ati¢igiin the Consolidated Statements of Cash
Flows.

There were no derivative financial instruments tautding at June 30, 2008 or 2007. The Company eloiglsold any derivative instruments for
trading purposes.

NOTE 13. EMPLOYEE BENEFIT PLANS

A. Stock Plans.The Company accounts for stock-based compensatiacciordance with SFAS No. 123R, “Share-Based Pai/ri&FAS No.
123R"), which requires stock-based compensatiories® to be recognized in net earnings based daithelue of the award on the date of grant.
Stock-based compensation consists of the following:

e Stock Options.Stock options are granted to employees at exepcises equal to the fair market value of the Congfoommon stock on
the dates of grant. Stock options are issued wadeade vesting schedule, generally vest rataldy five years and have a term of 10 years.
Compensation expense for stock options is recodrozer the requisite service period for each seéplyraesting portion of the stock option
award.
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e Employee Stock Purchase PlarThe Company offers an employee stock purchasetpédrallows eligible employees to purchase shafres o
common stock at a price equal to 85% of the mar&kte for the common stock at the date the purcpese for the offering is determined.
Compensation expense for the employee stock pugghlan is recognized on a straight-line basis tivervesting period of 24 months.

e Restricted Stock.

o Time-Based Restricted StockThe Company has issued time-based restricted stamdetain key employees. These shares are
restricted as to transfer and in certain circuntstammust be returned to the Company at the origimathase price. The Company
records stock compensation expense relating tss@nce of restricted stock over the period irciihine transfer restrictions exist,
which is up to five years from the date of grarte Value of the Company’s time-based restricteckstmased on market prices on
the date of grant, is recognized as compensatiparese over the restriction period on a straigtg-fiasis.

o Performance-Based Restricted StocKn fiscal 2007, the Company revised its stock-basedpensation programs for non-
executives, and began awarding two-year performased restricted stock in place of stock optitmaddition, in fiscal 2007, the
existing time-based restricted stock program for demployees was largely eliminated and replacetiMoyyear performance-based
restricted stock on a prospective basis. The pedace-based restricted stock program contains yéaoperformance period and a
subsequent six-month service period. Under thignam, the Company communicates “target awardsirple@yees at the beginning
of a performance period and, as such, dividendseatrpaid in respect of the “target awardsiting the performance period. After 1
two-year performance period, if the performancgets are achieved, associates are eligible toveckiidends on any shares
awarded under the program. The performance tasd®tsed on EPS growth over the performance peiithdpassible payouts
ranging from 0% to 125% of the “target awards”. SFH40. 123R requires the measurement of stock-bamagensation based upon
the fair value of the award on the grant date. Gamsption expense is recognized on a straight-fisestover the vesting term of
approximately 30 months based upon the probabfenpeance target that will be met.

The Company currently utilizes treasury stock tisfastock option exercises, issuances undemitsl@yee stock purchase plan and restricted ¢
awards. Stock-based compensation expense of $ilidh, $130.5 million and $142.7 million was regiized in earnings from continuing
operations in fiscal 2008, 2007 and 2006, respelgtias well as related tax benefits on such stothpensation expense of $37.0 million, $38.9
million and $41.7 million, respectively.

Years ended June . 2008 2007 2006
Operating expenses $ 254 $23: $ 237
Selling, general and administrative expenses 76.7 84.7 95.7
System development and programming costs 21t 22t 23.2

Total pretax stock-based compensation expenseded!in
continuing operations $123.¢  $130.f $142.7



Total pretax stock-based compensation expenseded!in
discontinued operations - 18.2 32.2

Total pretax stock-based compensation expense $123.¢ $148.7 $174.¢
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As of June 30, 2008, the total remaining unrecagghizompensation cost from continuing operatiorested|to non-vested stock options, the
employee stock purchase plan and restricted stoekds amounted to $42.8 million, $23.4 million &88.8 million, respectively, which will be
amortized over the weighted average periods ofda9s, 1.3 years and 1.8 years, respectively.

In fiscal 2008, the following activity occurred werdbur existing plans:

Stock Options:

Number of Options Weighted Average Price
(in thousands) (in dollars)

Years ended June . 2008 2007 (a 2006 2008 2007 (a 2006
Options outstanding,

beginning of year 53,78t 73,18¢ 70,39t $40 $49 $42
Options granted 2,047 3,44¢ 9,18¢ $41 $43 $44
Options exercised (5,069 (11,740 (7,677) $34 $34 $33
Options canceled (b) (1,639 (11,119 (5,170 $43 $41 $46
Options outstanding, end of year 49,12} 53,78t 66,737 $41 $40 $43
Options exercisable, end of year 36,65: 35,52¢ 38,04 $41 $40 $43
Shares available for future grants,

end of year 22,79¢ 23,20¢ 14,16
Shares reserved for issuance under

stock option plans 71,92¢ 76,99  80,90:

(a) For fiscal 2007, the number of options and Wied average price were adjusted to reflect theahpf the spin-off of Broadridge.

(b) Options cancelled for the year ended June G07 !hcludes 7.8 million options held by Broker&grvices Group business employees that were
canceled or forfeited on March 30, 2007.

Performance-Based Restricted Stock:

Number of Shares (a)
(in thousands)

Years ended June . 2008 2007  200¢
Shares outstanding,

beginning of year 1,711 23¢ -
Shares granted 1,487 2,021 25(
Shares vested (122 (79 (5)
Shares forfeited (b) (14¢) (469) @)
Shares outstanding, end of year 2,92¢ 1,711 23¢

(a) The number of shares was adjusted to reflecinipact of the spin-off of Broadridge.

(b) Shares forfeited for the year ended June 307 2@cludes 431,200 shares held by Brokerage SEn@roup business employees that were
forfeited on March 30, 2007.

The aggregate intrinsic value of stock options taumiging and exercisable as of June 30, 2008 was.@h3illion and $111.3 million, respectively,
and the aggregate intrinsic value for stock optiexercised in fiscal 2008 was $56.3 million.
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Summarized information about stock options outstames of June 30, 2008 is as follows:

Outstanding Exercisable

Weighted Weighted
Exercise Number Remaining Average Number Average

Price of Options Life Price of Options Price
Range (in thousand:  (inyears) (in dollars (in thousand:  (in dollars
Under $1£ 11 0.E $ € 11 $ €
$15 to $2¢ 8 0.4 $22 8 $2z
$25 to $3¢ 5,40z 3.€ $32 5,25¢ $32
$35 to $4= 34,95¢ 5.7 $4C 22,92« $4C
$45 to $5¢ 8,751 2.8 $5C 8,45¢ $5C

In fiscal 2008, the Company issued 1.9 million slsdn connection with the employee stock purchéee gffering that vested on December 31,
2007. The Company expects to issue approximat8lynlllion and 2.0 million shares for the employéac& purchase plan offerings that vest on
December 31, 2008 and 2009, respectively. In addith fiscal 2008, the Company issued 481,290eshef restricted stock.

The fair value of each stock option issued prioddaauary 1, 2005 was estimated on the date of geamg a Black-Scholes option pricing model.

For stock options issued on or after January 1520@ fair value of each stock option was estichate the date of grant using a binomial option
pricing model. The binomial model considers a raoiggssumptions related to volatility, risk-fregeirest rate and employee exercise behavior.
Expected volatilities utilized in the binomial md@dee based on a combination of implied markettildlas, historical volatility of the Company’s
stock price and other factors. Similarly, the dand yield is based on historical experience an@ebepl future changes. The risk-free rate is derived
from the U.S. Treasury yield curve in effect at tinee of grant. The binomial model also incorposag®ercise and forfeiture assumptions based on
an analysis of historical data. The expected lifthe stock option grants is derived from the otitgfthe binomial model and represents the period
of time that options granted are expected to bstantling.
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The fair value for stock options granted was ediéiat the date of grant with the following assuon:

Years ended June . 2008 2007 2006
Risk-free interest rat 2.8%- 4.6% 4.6%- 5.0% 4.0%- 4.6%
Dividend yield 1.7%- 2.7% 1.6%- 1.7% 1.4%- 1.7%
Weighted average volatility fact: 22.8%- 25.6%  18.4%-24.7%  17.1%- 24.7%
Weighted average expected life (in yea

Stock options 5.C 49-5.¢€ 5.5-5.€

Stock purchase plan 2.C 2.C 2.C
Weighted average fair value (in dollar

Stock options (a) $ 831 $ 10.77  $ 9.92

Stock purchase plan (a) $ 11.9¢ $ 11.2¢  $ 8.8¢

(a) The weighted average fair values were adjustedflect the impact of the spin-off of Broadridge

B. Pension PlansThe Company has a defined benefit cash balancégmepisin covering substantially all U.S. employaegjer which employees
are credited with a percentage of base pay pleseast. The plan interest credit rate will vary frpear-to-year based on the ten-year U.S. Treasury
rate. Employees are fully vested on completiorhodé years of service. The Company's policy isatercontributions within the range determined
by generally accepted actuarial principles. In &ddj the Company has various retirement plang$aron-U.S. employees and maintains a
Supplemental Officer Retirement Plan (“SORAHe SORP is a defined benefit plan pursuant to livtiie Company will pay supplemental pens
benefits to certain key officers upon retiremergdzhupon the officers’ years of service and comgiérs

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

In September 2006, the FASB issued SFAS No. 158glgyers’ Accounting for Defined Benefit Pensiordather Postretirement Plans — an
amendment of FASB Statements No. 87, 88, 106 aB(R)3(“SFAS No. 158").This statement requires a company to (a) recodniite statemer

of financial position an asset for a plan’s oveded status or a liability for a plan’s underfundgatus, (b) measure a plan’s assets and its
obligations that determine its funded status egb@®nd of the employer’s fiscal year, and (c) gaize changes in the funded status of a defined
benefit plan in the year in which the changes o¢@ported in comprehensive income). The requirdrmerecognize the funded status of a benefit
plan and the related disclosure requirements wiggetize for the Company as of the end of fiscad2@nd the Company adopted the statement at
that time. The adoption of SFAS No. 158 resulted $63.1 million reductio, net of income taxein stockholder equity.
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The Company'’s pension plans funded status as @& 3002008 and 2007 is as follows :

June 3( 2008 2007
Change in plan assets:
Fair value of plan assets at beginning of year $ 976.C $ 821:¢
Actual return on plan assets (49.9 150.7
Employer contributions 55.€ 24.4
Benefits paid (29.7) (20.7)
Fair value of plan assets at end of year $ 952.: $ 976.

Change in benefit obligation:

Benefit obligation at beginning of year $ 830. $ 7627
Service cost 46.1 42.2
Interest cost 50.7 49.C
Actuarial and other gains (54.¢ (2.9)
Benefits paid (29.7) (20.7)
Projected benefit obligation at end of year $ 842.¢ $ 830.:
Funded status - plan assets less benefit obligation $ 109.4 $ 145.¢

The impact of the adoption of SFAS No. 158 resuiiteal reduction to stockholders’ equity of $63.1limm, which consists of the following
adjustments to the Consolidated Balance Sheet &snef 30, 2007:

Current assets $ 1€
Noncurreniassets (51.9
Current liabilities (2.9
Noncurrentliabilities (10.6)
Impact to stockholders' equity $(63.7)

After the adoption of SFAS No. 158, the amountegeized on the Consolidated Balance Sheets asef3y 2008 and 2007 consisted of:

June 30, 2008 2007
Noncurrent asse $ 180.¢ $ 201.%
Current liabilities (3.6 (2.9
Noncurrent liabilities (67.€) (52.5)
Net amount recognize $ 1094 ¢ 145.¢
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As a result of the adoption of SFAS No. 158, thg.$énillion that is recognized in accumulated ott@mprehensive income (loss) consists of:

Years ended June 30, 2007
Net actuarial and other loss, net of $ (61.6
Prior service cost, net of tax (0.5
Transition obligation, net of tax (1.0

$ (63.7)

The accumulated benefit obligation for all defirehefit pension plans was $831.9 million and $824ilBon at June 30, 2008 and 2007,
respectively



The projected benefit obligation, accumulated biegfigation and fair value of plan assets for @@mpany’s pension plans with accumulated
benefit obligations in excess of plan assets wi®$B million, $103.4 million and $39.1 million,sectively, as of June 30, 2008, and $95.9
million, $93.6 million and $40.5 million, respeatly, as of June 30, 2007.

The components of net pension expense were asviollo

Years ended June 30, 2008 2007 2006
Service cost - benefits earned

during the period $ 46.1 $ 42.2 $ 31.€
Interest cost on projected benefits 50.7 49.C 39.€
Expected return on plan assets (67.2) (62.0) (56.0)
Net amortization and deferr 10.4 14.€ 19.2

$ 40.C $ 43.6 $ 34:F

Net pension expense for fiscal 2007 and 2006 ired&8.5 million and $3.1 million, respectively, ogged within earnings from discontinu
operations on the Statements of Consolidated Egsnin

The net actuarial and other loss, transition oliligeand prior service cost for the defined bengdihsion plans that are included in accumulated
other comprehensive income (loss) and that havgetdieen recognized as components of net permtiefit cost are $139.2 million, $1.5 million
and $9.1 million, respectively, at June 30, 2008 €stimated net actuarial and other loss, transitbligation and prior service cost for the define
benefit pension plans that will be amortized fracowanulated other comprehensive income (loss) iatgariodic benefit cost over the next fiscal
year are $0.7 million, $0.2 million and $0.4 mitliarespectively, at June 30, 2008.
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Assumptions used to determine the actuarial prasguaé of benefit obligations were:

Years ended June 30, 2008 2007
Discount rate 6.95% 6.2t%
Increase in compensation levels 55(% 5.5(%

Assumptions used to determine the net pension egpgenerally were:

Years ended June 30, 2008 2007 2006
Discount rate 6.25% 6.25% 5.25%
Expected long-term rate of return on assets 7.25% 7.252% 7.25%
Increase in compensation levels 550% 5.5(% 5.5(%

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

The long-term expected rate of return on assetsgstion is 7.25%. This percentage has been detethiinsed on historical and expected future
rates of return on plan assets considering thetagset mix and the long-term investment strategy.

Plan Assets

The Company’s pension plans’ asset allocationarat 30, 2008 and 2007 by asset category were las/fol

2008 2007

United States Fixed Income Securities 42% 3%
United States Equity Securities 41% 5%
International Equity Securities 17% 2C%
Total 10C% 10C%

The Company’s pension plans’ asset investmenteslyas designed to ensure prudent managementetsassnsistent with long-term return
objectives and the prompt fulfillment of all pensiplan obligations. The investment strategy andtassx were developed in coordination with an
asset liability study conducted by external coresukt to maximize the funded ratio with the leasbant of volatility.



The pension plans’ assets are currently investediiious asset classes with differing expectedsrateeturn, correlations and volatilities, inclngi
large capitalization and small capitalization Ue§uities, international equities, and U.S. fixecbime securities and cash.

The target asset allocation ranges are as follows:

United States Fixed Income Securities 35 - 45%
United States Equity Securities 37 — 50%
International Equity Securities 12 — 20%

The pension plans’ fixed income portfolio is degidrio match the duration and liquidity charactasof the pension plans’ liabilities. In addition,
the pension plans invest only in investment-graslet decurities to ensure preservation of capitad fension plans’ equity portfolios are subject to
diversification guidelines to reduce the impactosses in single investments. Investment managergrahibited from buying or selling
commodities and from the short selling of secusitie

None of the pension pla’ assets are directly invested in the Company’slstalthough the pension plans may hold a minimabant of Company
stock to the extent of the Company’s participatiothe S&P 500 Index.
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Contributions
The Company expects to contribute approximatel® $@llion to the pension plans in fiscal 2009.
Estimated Future Benefit Payments

The benefits expected to be paid in each year fracal 2009 to 2013 are $44.1 million, $43.9 millj$48.3 million, $52.2 million and $59.5
million, respectively. The aggregate benefits expeéto be paid in the five fiscal years from 206442018 are $412.7 million. The expected benefits
to be paid are based on the same assumptionsaisszhsure the Company’s pension plans’ benefigatitin at June 30, 2008 and includes
estimated future employee service.

C. Retirement and Savings PlanThe Company has a 401(k) retirement and savings plaich allows eligible employees to contributetai35%
of their compensation annually and allows highlynpensated employees to contribute up to 10% of teehpensation annually. The Company
matches a portion of employee contributions, whigtounted to approximately $49.0 million, $47.5 ioill and $44.5 million for calendar years
ended December 31, 2007, 2006 and 2005, respsctivel

NOTE 14. INCOME TAXES

Earnings from continuing operations before incomx&$ shown below are based on the geographicdadatiwhich such earnings are attributable.

Years ended June : 2008 2007 2006
Earnings from continuing operations before incomes:
United States $1,618.¢ $1,457.. $1,251..
Foreign 193. 166.1 110.(

$1,812.( $1,623.% $1,361.:
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The provision for income taxes consists of theofelhg components:
Years ended June . 2008 2007 2006
Current:
Federal $ 632.2 $482.( $ 4411
Foreign 79.2 70.5 52.4
State 31kt 34.¢ 30.¢
Total current 743.( 587.2 524.:

Deferred:



Federal (75.7) 18.¢ (1.0)

Foreign (10.9) (7.9 (5.2
State (6.2 4.€ 1.2
Total deferred (92.7) 15.1 (5.0
Total provision for income taxes $ 650.. $602.0 $ 519.:

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

Years ended June : 2008 % 2007 % 2006 %
Provision for taxes at U.S.
statutory rate $634.2 35.C $568.: 35.C $ 476.¢ 35.0
Increase (decrease) in provision from:
State taxes, net of federal tax 16.4 0.¢ 25.7 1.€ 20.¢ 1.6
Non-deductible stock-based
compensation expense 5.t 0.2 9.7 0.€ 12.c 0.9
Tax on repatriated earnings = - 34.4 2.1 10.C 0.7
Utilization of foreign tax credits - - (26.5) (1.6) - -
Other (5.9 0.3 (9.2 (0.6) 0.2 -
$650.2 35.¢  $602.: 37.1 $ 519. 38.2
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The significant components of deferred income &sets and liabilities and their balance sheetifizestsons are as follows:

Years ended June . 2008 2007
Deferred tax assets:
Accrued expenses not currently deductible $190.1  $160.7
Stock-based compensation expense 99.7 74.7
Unrealized investment losses, net - 66.€
Net operating losses 84.¢ 52.t
Other 25.7 19.7
400.: 374.2
Less: valuation allowances (44.9) (31.2)
Deferred tax assets, net $355.¢  $343.(

Deferred tax liabilities:

Accrued retirement benefits $ 441 $ 83.C
Deferred revenue 86.5 -
Fixed and intangible assets 141.( 283.€
Prepaid expenses 27.4 26.1
Unrealized investment gains, net 46.2 -
Tax on unrepatriated earnings 42.1 -
Other 9.4 9.2
Deferred tax liabilities $396.8  $401.¢
Net deferred tax liabilitie $ 406 $ 58.¢

There are $92.3 million and $68.2 million of cutrdeferred tax assets included in other currergtasm the Consolidated Balance Sheets at June
30, 2008 and 2007, respectively. There are $44l®mand $1.8 million of long-term deferred taxsass included in other assets on the
Consolidated Balance Sheets at June 30, 2008 & &spectively. There are $7.6 million and $1ilian of current deferred tax liabilities
included in accrued expenses and other currerilitied on the Consolidated Balance Sheets at 3002008 and 2007, respectively.

Income taxes have not been provided on undistribe#enings of certain foreign subsidiaries in agragate amount of approximately $1,091.0
million as of June 30, 2008, as the Company consisiech earnings to be permanently reinvesteddasutfithe United State



The additional U.S. income tax that would arise@patriation of the remaining undistributed earsioguld be offset, in part, by foreign tax credits
on such repatriation. However, it is impracticakgtimate the amount of net income and withholdéxgthat might be payable.

On October 22, 2004, the American Jobs Creation(thet“AJCA”") was signed into law. The AJCA createtemporary incentive for the Company
to repatriate earnings accumulated outside the by.@llowing the Company to reduce its taxable medy 85 percent of certain eligible dividends
received from non-U.S. subsidiaries by the enchef@ompany’s fiscal year ended June 30, 2006. in@ction with the sale of the Claims Services
business on April 13, 2006 and receipt of the eglgiroceeds, the Company elected to apply the gioma of the AJCA to qualifying earnings
repatriations in fiscal 2006. As approved by ouaibof Directors in June 2006, approximately $25llion was repatriated under the AJCA.
Income tax expense of approximately $10 millioroagged with this repatriation was recorded indls2006.
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The Company has estimated foreign net operatirgydagy-forwards of approximately $110.7 millionadslune 30, 2008, of which $30.5 million
expires in 2010 through 2022 and $80.2 million &wasndefinite utilization period. In addition, t®@mpany has estimated Federal net operating
loss carry-forwards of acquired companies of appnately $54.8 million as of June 30, 2008, whiclpiess in 2009 through 2026. There is an
annual limitation pursuant to Internal Revenue Csefetion 382 on the utilization of the Federalapgrating loss carry-forwards of approximately
$25.4 million per year. The Company has estimataie :iet operating loss carry-forwards of approxaye$235.0 million as of June 30, 2008,
which expire in 2009 through 2026.

The Company has recorded valuation allowances 4#4%illion and $31.2 million at June 30, 2008 2087, respectively, to reflect the estimated
amount of domestic and foreign deferred tax agbatamay not be realized. A portion of the valuatidlowances in the amounts of approximately
$4.7 million and $6.6 million at June 30, 2008 2007, respectively, relate to net deferred taxtasshich were recorded in purchase accounting.
Any recognition of net deferred tax assets iarfeityears will be a reduction to goodwill until théoption of SFAS No. 141R. Subsequent to the
adoption of SFAS No. 141R, any such adjustmentsture years will be recorded to our Provisionlhcome Taxes on the Statements of
Consolidated Earnings .

Income tax payments were approximately $755.7 onij/l5718.2 million, and $601.8 million for fiscad@8, 2007 and 2006, respectively.

On July 1, 2007, the Company adopted the provisid®$N 48. As a result of the adoption, the Compestorded a net decrease to retained
earnings of $11.7 million, as well as a correspogdincrease to other liabilities on the ConsolidéBalance Sheets. Among other things, FIN 48
requires that a liability associated with an unggtiped tax benefit be classified as a long-tertilits, except for the amount for which a cash
payment is anticipated within one year. Therefapan adoption, $100.6 million of tax liabilities mereclassified from other current liabilities to
other liabilities on the Consolidated Balance Séieet

As of July 1, 2007, the Company’s liabilities farracognized tax benefits, which include interest penalties, were $350.2 million. The amount
that, if recognized, would impact the effective tate is $152.0 million. The remainder, if recoguizwould principally affect deferred taxes.

As of June 30, 2008, the Company’s liabilities dorecognized tax benefits, which include interest penalties, were $404.2 million. The amount
that, if recognized, would impact the effective tate is $171.2 million. The remainder, if recoguizwould principally affect deferred taxes.

A reconciliation of the beginning and ending amauwitunrecognized tax benefits is as follows:

Unrecognized tax benefits at July 1, 2007 $350.2
Additions for tax positions of the fiscal year eddrine 30, 2008 23.€
Reductions for tax positions of the fiscal yeareshdune 30, 2008 -
Additions for tax positions of periods prior to tfigcal year ended June 30, 2008  43.Z
Reductions for tax positions of periods prior te fiscal year ended June 30, 20 (11.5

Settlements with tax authorities (1.9
Expiration of the statute of limitations (4.0
Impact of foreign exchange rate fluctuations 3.8
Unrecognized tax benefits at June 30, 2008 $404 .-

Subsequent to the adoption of FIN 48, interest espand penalties associated with uncertain tatiguushave been recorded in the provision for
income taxes on the Statements of ConsolidatedriggnPrior to the adoption of FIN 48, interest expe was recorded in selling, general and
administrative expenses. During the fiscal yeadednJune 30, 2008, 2007 and 2006, the Companydetdnterest expense of $18.4 million, $1
million and $13.4 million, respectively. At July 2007, the Company had accrued interest of $97l®mirecorded within other liabilities on the
Consolidated Balance Sheets. At June 30, 200& dnepany had accrued interest of $117.6 million réed on the Consolidated Balance Shee!
which $53.5 million was recorded within income taxmyable, and the remainder was recorded withierdiabilities. At July 1, 2007, the

Company had accrued penalties of $19.8 million né®d within other liabilities on the Consolidatedl&1ce Sheets. At June 30, 2008, the
Company had accrued penalties of $26.9 milliorwloith $23.8 million was recorded within income tsopayable, and the remainder was recorded
within other liabilities on the Consolidated Balarf8heets.
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The Company is routinely examined by the IRS amdatghorities in foreign countries in which it cards business, as well as tax authorities in
states in which it has significant business openati such as California, Illinois, Minnesota, Newrl and New Jersey. The tax years under
examination vary by jurisdiction. The Company expem IRS examination for the fiscal year endec Bf) 1998 through the fiscal year ended
June 30, 2007 to be completed during the fiscal geding June 30, 2009. ADP is also under exanundty the following jurisdictions: California
for fiscal years ended June 30, 2004 and JuneQ8; 2llinois for fiscal years ended June 30, 2664 June 30, 2005; and Minnesota for fiscal
years ended June 30, 1998 through June 30, 200v YNek City commenced an audit of the fiscal yeaded June 30, 2003 through the fiscal year
ended June 30, 2006 in the fourth quarter of tmafiyear ended June 30, 2008. New Jersey commancaatit for fiscal years ended June 30,
2002 through June 30, 2006 in the fourth quartéhefiiscal year ended June 30, 2008. Canada hiieththe Company that they will commence a
joint audit with the Province of Ontario for thedal year ended June 30, 2005 through the fisealgmded June 30, 2007 in the first half of

fiscal year ending June 30, 2009. The Provincelbésa is examining the 2004, 2005 and 2006 taxmst The Company regularly considers the
likelihood of assessments resulting from examimetim each of the jurisdictions. Once establisheserves are adjusted when there is more
information available, when an event occurs netatesj a change to the reserves or when the statlitaitations for the relevant taxing authority
to examine the tax position has expired. The réwwolwf tax matters is not expected to have a riadteffect on the consolidated financial condition
of the Company, although a resolution could haxeaterial impact on the Company’s Statements of Glawated Earnings for a particular future
period and on the Company’s effective tax rate.

During the fiscal year ended June 30, 2008, the fzmm recorded a reduction in the provision for meaaxes of $12.4 million, which was
primarily related to the settlement of a statertetter, for which the Company had previously reedrd liability for unrecognized tax benefits of
$7.9 million and a related deferred tax asset cd $dllion.

If certain pending tax matters settle within thetrf2 months, the total amount of unrecognizedoxefits may increase or decrease for all open
tax years and jurisdictions. Based on current egés) settlements related to numerous jurisdictimatax periods could increase earnings in an
amount up to $90 million and expected net cash paysncould be up to $80 million. The liability redd to cash payments expected to be paid
within the next 12 months has been reclassifieshfodher liabilities to current liabilities on theo@solidated Balance Sheets. Audit outcomes and
the timing of audit settlements are subject toificant uncertainty.

Lastly, the Company acquired a business in May 18@9stock for stock transaction that was accalifae by the Company as a pooling of
interests under Accounting Principles Board Opinitin 16 “Business Combinations.” During fiscal 208& Company recorded a tax-basis
adjustment to Capital in Excess of Par Value enStatements of Consolidated Stockholders’ Equity.
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NOTE 15. CONTRACTUAL COMMITMENTS, CONTINGENCIES AND OFF-BALANCE SHEET ARRANGEMENTS

The Company has obligations under various fadiliied equipment leases and software license agneerietal expense under these agreements
was approximately $247.4 million, $281.0 milliomda$245.8 million in fiscal 2008, 2007 and 200&pectively, with minimum commitments at
June 30, 2008 as follows:

Years ending June !

2009 $252.¢
2010 217.¢
2011 182.1
2012 156.1
2013 43t
Thereaftel 50.€

$903.!

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

As of June 30, 2008, the Company has purchase domemts of approximately $309.3 million relatingstftware and equipment purchases and
maintenance contracts, of which $107.7 milliontedao fiscal 2009, $65.8 million relates to fis28lL0 and the remaining $135.8 million relates to
fiscal 2011 through fiscal 2013.

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

It is not the Company’s business practice to einteroff-balance sheet arrangements. However, threfany is exposed to market risk from
changes in foreign currency exchange rates thadt éoypact its financial position, results of opévas and cash flows. The Company manages its
exposure to these market risks through its regparating and financing activities and, when deeamatopriate, through the use of derivative
financial instruments. The Company uses derivdtiancial instruments as risk management toolsraotdor trading purposes. In the normal
course of business, the Company also enters imtivagzis in which it makes representations and wégs that relate to the performance of



Company’s services and products. The Company datesxpect any material losses related to such septations and warranties.
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NOTE 16. ACCUMULATED OTHER COMPREHENSIVE INCOME (LO SS)

Comprehensive income is a measure of income tbhtdas both net earnings and other comprehensieggnia (loss). Other comprehensive income
(loss) results from items deferred on the Constdid@®alance Sheets in stockholders’ equity. Otberprehensive income (loss) was $309.6
million, $156.0 million, and $(140.4) million indtal 2008, 2007 and 2006, respectively. The acatedibalances for each component of other
comprehensive income (loss) are as follows:

June 3( 2008 2007 2006
Currency translation adjustmel $284.6 $156.7 $ 80.
Unrealized gain (loss) on availa-for-sale

securities, net of tax 91.c (118.9 (200.9)
Minimum pension liability adjustmel

(prior to SFAS No. 158), net of tax (8.€) (8.6) (6.9
Adoption of SFAS No. 158, net of t: (63.7) (63.1) -
Pension liability adjustment (post adoptior

SFAS No. 158), net of tax (28.0) - -
Accumulated other comprehensive income (It $276..  $ (334 $(126.)

NOTE 17. STAFF ACCOUNTING BULLETIN NO. 108

In fiscal 2007, the Staff of the SEC issued Staf€dunting Bulletin No. 108, “Considering the Effecf Prior Year Misstatements when
Quantifying Misstatements in Current Year Finan8tdtements” (“SAB 108”). SAB 108 requires registsto use a combination of two
approaches to evaluate the materiality of identifieadjusted errors: the “rollover” approach, whickantifies an error based on the amount of the
error originating in the current year income staatnand the “iron curtain” approach, which quaesifan error based on the effects of correcting
the misstatement existing in the balance sheéeagnd of the current year. SAB 108 permits comgsata adjust for the cumulative effect of
immaterial errors relating to prior years in therging amount of assets and liabilities as of thgibning of the current fiscal year, with an offset
adjustment to the opening balance of retained egsriin the year of adoption. In fiscal 2007, therfpany adopted SAB 108.

In the course of evaluating the provisions of SAB,lthe Company identified the following misstateseas of July 1, 2006. The adoption of SAB
108 resulted in an increase to opening retainediregs as of July 1, 2006 of approximately $44.3iaril net of tax. Such errors, which
management previously deemed immaterial, wereeefat the following:

e Overstated accrued expenses of $22.1 million, hieb related to professional services, termimatibcontracts and employee benefits,
which arose prior to the fiscal year ended June€803

e Overstated accounts receivable reserves of $11lidmiet of tax, which arose prior to the fisgalar ended June 30, 2001

e Overstated accrued expenses related to certaimgtosiment and non-US pension plans by $8.2 millieet of tax, of which $3.3 million
arose in the fiscal year ended June 30, 2002 anrckthaining arose ratably over the fiscal yeargérdine 30, 2003, 2004, 2005 and 2006

e Overstated insurance and environmental reservatedeprimarily to worker's compensation liabilitiesd self-insured liabilities of $9.3
million, net of tax, which arose prior to the fisgaar ended June 30, 2001

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

67

NOTE 18. FINANCIAL DATA BY SEGMENT AND GEOGRAPHIC A REA

Based upon similar economic characteristics andadip@al characteristics, the Company’s strategsiress units have been aggregated into the
following three reportable segments: Employer S&wj PEO Services and Dealer Services. The priotanponents of “Other” are miscellaneous
processing services, and corporate allocationeapdnses, including stock-based compensation exp€estain revenues and expenses are
charged to the reportable segments at a standartbrananagement reasons. Other costs are recbesed on management responsibility.



fiscal 2007 and 2006 reportable segments’ reveandsarnings from continuing operations beforenmedaxes have been adjusted to reflect
updated fiscal 2008 budgeted foreign exchange.ratesldition, there is a reconciling item for tifference between actual interest income earned
on invested funds held for clients and interestliteel to Employer Services and PEO Services aralard rate of 4.5%. The reportable segments’
results also include an internal cost of capitargk related to the funding of acquisitions an@&pthvestments. All of these adjustments/charge
reconciling items to our reportable segments’ reresrand/or earnings from continuing operationstedftcome taxes and results in the elimination
of these adjustments/charges in consolidation. Raiple segments’ assets include funds held fontdjebut exclude corporate cash, corporate
marketable securities and goodwill.

Reconciling Item:

Client  Cost of
Employer PEO Dealer Foreign Fund Capital
Services Services Service: Other Exchange Interest Charge Total

Year ended June 30, 20
Revenues from continuing operatic $ 6,243.0 $1,060.f $1,364. ¢ 4C $1187 $ (150 $ - $ 8,776.!
Earnings from continuin

operations before income taxes 1,601. 104.¢ 232.C (238.9 15.¢ (15.3) 111.¢ 1,812.(
Assets from continuing operatio 18,197.¢ 452 658.2 4,833.. - - - 23,734.
Capital expenditure

for continuing operations 87. 1.C 38.1 59.¢ - - - 186.<
Depreciation and amortizatic 251.( 1.t 86.¢ 91.¢ - - (111.9 319.1(a)
Year ended June 30, 20
Revenues from continuing operatic $ 5,707.0 $ 884.f $1,257..% (15 $(4549 $ (29 $ - $ 7,800.(
Earnings from continuin

operations before income taxes 1,412. 80.4 204.¢  (177.0 (7.2) (2.9 113.3 1,623.
Assets from continuing operatio 20,406. 115. 619.« 5,449.¢ - - - 26,591..
Capital expenditure

for continuing operations 79.C 1.€ 36.1 53.C - - - 169.7
Depreciation and amortizatic 246.7 1.€ 81.7 72.1 - - (113.9) 288.¢a)
Year ended June 30, 20
Revenues from continuing operatic $5,162.¢ $ 703.7 $1,097.° $ 36.C $108E5 $ (56.) $ - $ 6,835.¢
Earnings from continuin

operations before income taxes 1,259.1 54.¢ 159.7 (143.9 (12.3) (56.) 100.1 1,361.:
Assets from continuing operatio 19,067.! (8.2) 609.2 5,612. - - - 25,281.
Capital expenditure

for continuing operations 87. 0.7 45.1 119.¢ - - - 252.¢
Depreciation and amortizatic 251.¢ 1.7 73.C 19.€ - - (100.0) 246.((a)

(a) Includes $80.6 million, $79.9 million and $8®nillion of depreciation and amortization that does relate to our services and products.
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Revenues and assets from continuing operationgbgrgphic area are as follows:

United

States Europe Canad:  Other Total
Year ended June 30, 20
Revenues from continuing operatic $ 7,072 $1,119.¢ $ 388.7 $195.2 $ 8,776.
Assets from continuing operatio $19,813.. $1,951.0 $1,668.7 $301.C $23,734.
Year ended June 30, 20
Revenues from continuing operatic $6,422.( $ 919.€¢ $ 323.C $135.<« $ 7,800.(
Assets from continuing operatio $22,591.¢ $1,815.!¢ $1,963.¢ $220.C $26,591..
Year ended June 30, 20
Revenues from continuing operatic $ 56788 $ 742€¢ $ 296.¢ $117.% $ 6,835.¢
Assets from continuing operatio $21,380.« $1,639.f $2,084.. $177.1 $25,281.
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NOTE 19. QUARTERLY FINANCIAL RESULTS (UNAUDITED)

Summarized quarterly results of our continuing agiens for the two fiscal years ended June 30, 208&s follows:

First Seconc Third Fourth
Quarter Quarter Quarter Quarter

Year ended June 30, 20

Revenue! $1,992.( $2,150.: $2,427.. $2,207.:
Costs of revenue $1,092.0 $1,168.. $1,224.. $1,195.
Gross profit $ 899.¢ $ 981.¢ $1,202.¢ $1,011.¢
Net earnings from continuing operatic $ 240« $ 291€ $ 4036 $ 226.(
Basic earnings per share frc

continuing operations $ 04t $ 056 $ 078 $ 044
Diluted earnings per share frc

continuing operations $ 04t $ 055 $ 077 $ 0.4c

Year ended June 30, 20

Revenue! $1,754.¢ $1,874.0 $2,171.C $1,999.¢
Costs of revenue $ 967.€ $ 991.& $1,067.. $1,060.¢
Gross profit $ 7872 $ 882f $1,103¢ $ 939.(
Net earnings from continuing operatic $ 2192 $ 248.( $ 360.1 $ 193.¢
Basic earnings per share frc

continuing operations $ 04C $ 04t $ 06t $ 0.3€
Diluted earnings per share frc

continuing operations $ 03¢ $ 04 $ 06t $ 0.3

NOTE 20. SUBSEQUENT EVENT (UNAUDITED)

In August 2008, the Company received the Boardiodd@ors approval to purchase up to 50 million &iddal shares of the Company’s common
stock.
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Item 9. Changes in and Disagreements with Accountémon Accounting and Financial Disclosure
None
Item 9A. Controls and Procedures

Attached as Exhibits 31.1 and 31.2 to this FornKldre certifications of ADP’s Chief Executive Officand Chief Financial Officer, which are
required by Rule 13a-14(a) of the Securities Exglact of 1934. This “Controls and Procedures” isecshould be read in conjunction with the
report of Deloitte & Touche LLP that appears ongagB of this Form 10-K and is hereby incorpordtertin by reference.
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Management’s Evaluation of Disclosure Controls andProcedures

The Company carried out an evaluation (thaltgation”), under the supervision and with thetipgration of the Company’s management,
including its Chief Executive Officer and Chief Bimcial Officer, of the effectiveness of the Compardjsclosure controls and procedures, as
defined in Rules 13a-15(e) and 15d-15(e) unde&tdwmurities Exchange Act of 1934, as amended (tRelf&hge Act”). Disclosure controls and
procedures include, without limitation, controlsigsrocedures designed to ensure that informatiguired to be disclosed by the Company in the
reports that it files or submits under the Exchafgeis accumulated and communicated to the Corr’s management, including its Ch



Executive Officer and Chief Financial Officer, agrpons performing similar functions, as appropriatellow timely decisions regarding required
disclosure. Based on the evaluation, the Compalgief Executive Officer and Chief Financial Offidesve concluded that the Company’s
disclosure controls and procedures were effectivef dune 30, 2008 in ensuring that (i) informatiequired to be disclosed by the Company in
reports that it files or submits under the Exchafgeis accumulated and communicated to the Companginagement, including its Chief
Executive Officer and Chief Financial Officer, tdoa timely decisions regarding required disclosaral (ii) such information is recorded,
processed, summarized and reported within the pieneds specified in Securities and Exchange Cosions rules and forms.

Management’s Report on Internal Control over Finangal Reporting

It is the responsibility of Automatic Dataoeessing, Inc.’s (“ADP”) management to establistl araintain effective internal control over
financial reporting (as defined in Rule 13a-15¢fflar the Securities Exchange Act of 1934). Intecoalrol over financial reporting is designed to
provide reasonable assurance to ADP’s managemdriaard of directors regarding the preparatiorebéble financial statements for external
purposes in accordance with generally accepteduatiog principles.

ADP’s internal control over financial repaiincludes those policies and procedures thapefilain to the maintenance of records that, in
reasonable detail, accurately and fairly refleettifansactions and dispositions of the assets ¢¥;Al) provide reasonable assurance that
transactions are recorded as necessary to perepiagation of financial statements in accordanck génerally accepted accounting principles, and
that receipts and expenditures of ADP are beingenaaudly in accordance with authorizations of managm@rand directors of ADP; and (iii) provide
reasonable assurance regarding the preventiomelytidetection of unauthorized acquisition, usdisposition of ADP’s assets that could have a
material effect on the financial statements of ADP.

Because of its inherent limitations, interoahtrol over financial reporting may not preventletect misstatements. Therefore, even those
systems determined to be effective can provide mrdgonable assurance with respect to financi@metnt preparation and presentation.

Management has performed an assessment efféativeness of ADP’s internal control over fical reporting as of June 30, 2008 based upon
criteria set forth innternal Control - Integrated Framewoi&sued by the Committee of Sponsoring Organizatifrike Treadway Commission.
Based on this assessment, management determineg&lXR& internal control over financial reportingawseffective as of June 30, 2008.

/sl Gary C. Butler
Gary C. Butler
President and Chief Executive Officer

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

Roseland, New Jersey
August 29 , 2008
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Changes in Internal Control over Financial Reportirg

There were no changes in ADP’s internal adrdver financial reporting that occurred during tjuarter ended June 30, 2008 that have
materially affected, or are reasonably likely tatenally affect, ADP’s internal control over finaatreporting.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the internal control over financéplorting of Automatic Data Processing, Inc. amoisidiaries (the "Company"”) as of June
2008, based on criteria establishedhiternal Control — Integrated Framewoitsued by the Committee of Sponsoring Organizatidribe
Treadway Commission. The Company's managemergpensible for maintaining effective internal cohteer financial reporting and for its
assessment of the effectiveness of internal coatret financial reporting, included in the accomyag Management's Report on Internal Control
Over Financial Reporting. Our responsibility issixpress an opinion on the Company's internal cbatrer financial reporting based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversightr8d@nited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether effectiven@iteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordv@r financial reporting, assessing the risk &
material weakness exists, testing and evaluatieglésign and operating effectiveness of internalrobbased on the assessed risk, and performing
such other procedures as we considered necessg dircumstances. We believe that our audit pies/a reasonable basis for our opin



A company's internal control over financial repogtis a process designed by, or under the supenvigi the company's principal executive
and principal financial officers, or persons peamforg similar functions, and effected by the compsiwpard of directors, management, and other
personnel to provide reasonable assurance regatdingliability of financial reporting and the pegration of financial statements for external
purposes in accordance with generally accepteduatiog principles. A company's internal control ofieancial reporting includes those policies
and procedures that (1) pertain to the maintenahoecords that, in reasonable detail, accurateti/fairly reflect the transactions and dispositions
of the assets of the company; (2) provide reaseraddurance that transactions are recorded assaecés permit preparation of financial
statements in accordance with generally acceptealiating principles, and that receipts and expengtt of the company are being made only in
accordance with authorizations of management ardtdrs of the company; and (3) provide reasonasserance regarding prevention or timely
detection of unauthorized acquisition, use, orai#ion of the company's assets that could havatenml effect on the financial statements.

Because of the inherent limitations of internaltcolnover financial reporting, including the possti of collusion or improper management
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of any
evaluation of the effectiveness of the internaltodrover financial reporting to future periods ateject to the risk that the controls may become
inadequate because of changes in conditions, pthtealegree of compliance with the policies orcpdures may deteriorate.

In our opinion, the Company maintained, in all mialeespects, effective internal control over fioal reporting as of June 30, 2008, based on
the criteria established Internal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatidrise Treadway
Commission.

We have also audited, in accordance with the stdsd# the Public Company Accounting Oversight Bio@tnited States), the consolidated
financial statements and financial statement sdeealsiof and for the year ended June 30, 2008 of the @osngnd our report, dated August 29,
2008, expressed an unqualified opinion on thossalatated financial statements and financial stetgrschedule and included an explanatory
paragraph regarding the Company’s adoption of Kiehiccounting Standards Board Interpretation 8. “Accounting for Uncertainty in Incon
Taxes—An Interpretation of FASB Statement No. 1@3féctive July 1, 2007, the recognition and disale provisions of Statement of Financial
Accounting Standards No. 158. “Employers’ Accougtiar Defined Benefit Pension and Other PostretieniPlans — an amendment of FASB
Statements No. 87, 88, 106, and 132(R),” effeclivee 30, 2007 and Staff Accounting Bulletin No. ,X@bnsidering the Effects of Prior Year
Misstatements When Quantifying Misstatements inr€hirYear Financial Statements,” effective Jul006.

[/s/ Deloitte & Touche LLP
New York, New York
August 29, 2008

Item 9B. Other Information

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

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

Employed b
Name Age Position ADP Since
Steven J. Anenen 55 President, Dealer Servict 1975
James B. Benson 63 Vice President, General Counsel and 1977
Secretary
Gary C. Butler 61 President and Chief Executive Offic 1975
Benito Cachinero 50 Vice President, Human Resources 2007
Michael L. Capone 42 Vice President and Chief Information 1988
Officer
Raymond L. Colotti 62 Vice President and Treasurer 1995
Edward B. Flynn, IlI 48 President, Employer Servi— 1988
International
John J. Gleason 52 Vice President, Employer Services- 1983
Sales

Campbell B. Langdon 47 President, Employer Servi—Major 2000



Accounts Divisior

Regina R. Le« 51 President, Employer Servi—National 1982
Accounts Divisior

S. Michael Martone 60 Chief Operating Officer 1987

Christopher R. Reidy 51 Chief Financial Officer 2006

Carlos Rodriguez 44 President, Employer Servi—Small 1999
Business Services Divisit

Alan Sheines 50 Corporate Controller and Principal 1984
Accounting Office

Jan Siegmun 44 President, Added Value Servic 1999

Messrs. Benson, Butler, Colotti and Martoageheach been employed by ADP in senior executigéipns for more than the past five years.

Steven J. Anenen joined ADP in 1975. Pridnisopromotion to President, Dealer Services ind20@ served as Senior Vice President, Dealer
Services from 1998 to 2004.

Benito Cachinero joined ADP in 2007 as Viced®tdent, Human Resources. Prior to joining ADPwhs Vice President, Human Resources for
the Medical Devices & Diagnostics Group of John&diohnson from 2004 to 2007, and Worldwide VicedRtent, Human Resources for Ethicon,
a Johnson & Johnson company, from 2001 to 2004.

Michael L. Capone joined ADP in 1988. Prior to pismotion to Vice President and Chief Informatioffi€2r in 2008, he served as Senior \
President and General Manager of GlobalView fro@=2® 2008, and as Vice President, Corporate Irdgion Systems from 1999 to 2005.
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John J. Gleason joined ADP in 1983. Pridnisopromotion to Vice President of Sales, Empldyervices in 2005, he served as Senior Vice
President of Sales, Dealer Services from 1998 @520

Edward B. Flynn, 1l joined ADP in 1988. Prit his promotion to President, Employer Serviedsternational in 2008 he served as Senior
Vice President of Sales for Employer Services,rivdgonal, from 2004 to 2008, and as Senior Viaesklient of Sales, Small Business Services,
Employer Services from 1988 to 2004.

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

Regina R. Lee joined ADP in 1982. Prior to pemotion to President, National Account Servidasployer Services in 2005, she served as
President, Small Business Services, Employer Ses\firom 2004 to 2005, and as Senior Vice Presi&amtjice, Small Business Services,
Employer Services from 2001 to 2004.

Christopher R. Reidy joined ADP in 2006 as&/President and Chief Financial Officer. Priojoiaing ADP, he was Vice President, Controller
and Chief Accounting Officer of the AT&T Corporatidrom 2003 to 2006, and Vice President and Chiedificial Officer, Business Services of
AT&T Corporation from 2001 to 2003.

Carlos Rodriguez joined ADP in 1999. Priohts promotion in 2007 to President, Small Busiresssices, Employer Services, he served as
President of TotalSource, Employer Services fro®020 2007.

Alan Sheiness joined ADP in 1984. Prior t® fiiomotion to Corporate Controller and Principatédunting Officer, he served as President,
Small Business Services, Employer Services, fro626 2007, as Chief Financial Officer, Employen&ges, from 2004 to 2005, as General
Manager of Tax, Retirement and Pre-Employment $esyiEmployer Services, from 2003 to 2004, andrasf@&inancial Officer of Tax,
Retirement and Pre-Employment Services, Employeri&ss from 1999 to 2003.

Jan Siegmund joined ADP in 1999. Prior togrimmotion to President, Added Value Services (BnynTax, Retirement, Insurance and Pre-
Employment Services) in 2007, he served as Vicsiteat, Strategic Development from 2004 to 2007 a8enior Vice President of Strategic
Development, Brokerage Services from 2000 to 2004.

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

Directors

See “Election of Directors” in the Proxy ®taent for the Company’s 2008 Annual Meeting of Batders, which information is incorporated
herein by referenct



Section 16(a) Beneficial Ownership Reporting Compdince

See “Section 16(a) Beneficial Ownership RépgrCompliance” in the Proxy Statement for the @amy’s 2008 Annual Meeting of
Stockholders, which information is incorporateddieiby reference.

Code of Ethics

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

Audit Committee

See “Audit Committee Report” in the Proxyt8taent for the Company’s 2008 Annual Meeting ofcBtmlders, which information is
incorporated herein by reference.
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Item 11. Executive Compensation

See “Compensation of Executive Officers” 8Bkkction of Directors — Compensation of Non-EmpeyDirectors” in the Proxy Statement for
the Company’s 2008 Annual Meeting of Stockholdessich information is incorporated herein by referen

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

See “Election of Directors — Security Owngpsbf Certain Beneficial Owners and Managers” aBtettion of Directors Equity Compensatio
Plan Information” in the Proxy Statement for then@any’s 2008 Annual Meeting of Stockholders, whidlormation is incorporated herein by
reference.

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

See “Election of Directors — Corporate Goeaee” in the Proxy Statement for the Company’s 2808ual Meeting of Stockholders, which
information is incorporated herein by reference.

Item 14. Principal Accountant Fees and Services

See “Independent Registered Public Accourfing’s Fees” in the Proxy Statement for the ConypmB008 Annual Meeting of Stockholders,
which information is incorporated herein by referen
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Part IV

Item 15. Exhibits, Financial Statement Schedules
(a) Financial Statements and Financial Statement Scheths
1. Financial Statements
The following report and consolidated finatatatements of the Company are contained inlR&em 8 hereof:
Report of Independent Registered Public Accourfiimg
Statements of Consolidated Earnings - years endawgel 30, 2008, 2007 and 2006
Consolidated Balance Sheets - June 30, 2008 arid 200

Statements of Consolidated Stockholders’ Equitgarg ended June 30, 2008, 2007 and 2006



Statements of Consolidated Cash Flows - years ehdse 30, 2008, 2007 and 2006
Notes to Consolidated Financial Statements
2. Financial Statement Schedules

Page in Form 10-K
Schedule Il - Valuation and Qualifying Accounts 81

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

(b) Exhibits

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

3.1 - Amended and Restated Certificate of Inconpamadated November 11, 1998 - incorporated byregfee to Exhibit 3.1 to Company’s
Registration Statement No. 72023 on Form -4 filed with the Commission on February 9, 1¢

3.2 - Amended and Restated By-laws of the Compamgorporated by reference to Exhibit 3.2 to ConysCurrent Report on Form IR; datec
November 13, 200

10.1 - Separation and Distribution Agreement, datedfddarch 20, 2007, between Automatic Data Processimg and Broadridge Financial
Solutions, LLC- incorporated by reference to Exhibit 10.1 to Cony’'s Current Report on Forn-K, dated March 21, 20C
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10.2 - Letter Agreement dated as of June 28, 2@06den Automatic Data Processing, Inc. and GaBuiler - incorporated by reference to
Exhibit 10.2 to Compar’s Current Report on Forn-K, dated June 28, 2006 (Management Conti

10.3 - Key Employees’ Restricted Stock Plan - ipooated by reference to Company’s Registratiore8tant No. 33-25290 on Form S-8
(Management Compensatory Pl

10.4 - Supplemental Officers Retirement Plan, as amendiecidgement Compensatory Pl

10.5 - 1989 Non-Employee Director Stock Option Rlamcorporated by reference to Exhibit 10(iii)(#)-to Company’s Annual Report on
Form 1(-K for the fiscal year ended June 30, 1990 (Managei@empensatory Plai

10.5(a - Amendment to 1989 Non-Employee Director Stocki@pPlan - incorporated by reference to Exhibit6{8) to Company’s Annual
Report on Form 1-K for the fiscal year ended June 30, 1997 (Managei@empensatory Plai

10.6 - 1990 Key Employees’ Stock Option Plan - mpooated by reference to Exhibit 10(iii)(A)-#8 t@@pany’s Annual Report on Form 10-K
for the fiscal year ended June 30, 1990 (Manage@entpensatory Plai

10.6(a - Amendment to 1990 Key Employees’ Stock OptiomRlacorporated by reference to Exhibit 10.7(aftompany’s Annual Report on
Form 1(-K for the fiscal year ended June 30, 1997 (Managgit@empensatory Plai

10.7 - 1994 Directors’ Pension Arrangement - inooaped by reference to Exhibit 10(iii)(A)-#10 to @pany’s Annual Report on Form 10-K
for the fiscal year ended June 30, 1994 (Manage@entpensatory Plat

10.8 - 2000 Stock Option Plan - incorporated benmefice to Exhibit 10.8 to Company’s Quarterly ReéparForm 10-Q for the fiscal quarter
ended December 31, 2006 (Management Compensatmy

10.9 - Amended and Restated Executive Incentivef@msation Plan - incorporated by reference to Eixbth9 to Company Quarterly Repo
on Form 1+-Q for the fiscal quarter ended December 31, 200&8n@dgement Compensatory Pl

10.9(a - Form of Performance Based Restricted Stock Awanegement under the Amended and Restated Exeduteaitive Compensation Plan
- incorporated by reference to Exhibit 10.9(a) topany’s Quarterly Report on Form 10-Q for thedisguarter ended December 31,
2006

10.10 - Change in Control Severance Plan for CatpdDfficers, as amended - incorporated by referem€ompany’s Current Report on Form



10.11

8-K, dated June 16, 2006 (Management Compensatory

- Amended and Restated Employees’ SavingkSdption Plan - incorporated by reference to Extibi11 to Companyg Quarterly Repo
on Form 1-Q for the fiscal quarter ended December 31, 200&8n@dgement Compensatory PI.
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10.12

10.1:

10.1¢

10.1¢

10.1¢

10.1%

10.1¢

10.1¢

10.2(

10.21

2003 Director Stock Plan - incorporated by refieeeto Exhibit 4.4 to Registration Statement N8-337377 on Form S-8 filed with the
Commission on November 14, 2007 (Management ConapetysPlan)

Amended and Restated Employees’ Savings-StoathBse Plan - incorporated by reference to Exhibit3 to Company’s Quarterly
Report on Form 1-Q for the fiscal quarter ended December 31, Z

364-Day Credit Agreement, dated as of June 288 28mong Automatic Data Processing, Inc., the eengdarty thereto, JPMorgan Chase
Bank, N.A., as Administrative Agent, Bank of AmexjdN.A., as Syndication Agent, and Barclays BaniCPBRNP Paribas, Citicorp USA,
Inc., Deutsche Bank AG New York Branch and Wach@aak, National Association, as Documentation Agenhcorporated by
reference to Exhibit 10.14 to Compi's Current Report on Forn-K, dated June 25, 20(

Five-Year Credit Agreement, dated as of June 28, 2086ng Automatic Data Processing, Inc., the Lendars/ghereto, JPMorgan Che
Bank, N.A., as Administrative Agent, Bank of Amexjd\N.A., as Syndication Agent, and Barclays BaniCPBNP Paribas, Citicorp USA,
Inc., Deutsche Bank AG New York Branch and Wach@®aak National Association, as Documentation Ageisorporated by referen:
to Exhibit 10.15 to Compar's Current Report on Forn-K, dated June 30, 20(

Five-Year Credit Agreement, dated as of June 29, 20@86ng Automatic Data Processing, Inc., the Lendars/pghereto, JPMorgan Che
Bank, N.A., as Administrative Agent, Bank of AmexjdN.A., as Syndication Agent, and Barclays BaniCPBRNP Paribas, Citicorp USA,
Inc., Deutsche Bank Securities Inc. and WachoviakBBlational Association, as Documentation Agerntgerporated by reference to
Exhibit 10.16 to Compar's Current Report on Forn-K, dated June 29, 20(

2000 Stock Option Grant Agreement (Form for Ergpks) used prior to August 14 , 2008 — incorporhatedeference to Exhibit 10.1 to
Compan’s Quarterly Report on Form -Q for the fiscal quarter ended September 30, 2MEh&gement Compensatory Pl

2000 Stock Option Grant Agreement (Form for FheAssociates) used prior to August 14, 2008 eriparated by reference to Exhibit
10.2 to Compar’s Quarterly Report on Form -Q for the fiscal quarter ended September 30, 2Mxhagement Compensatory Pl

2000 Stock Option Grant Agreement (Form for Nongioyee Directors) used prior to August 14, 2608corporated by reference to
Exhibit 10.3 to Company’s Quarterly Report on FA®aQ for the fiscal quarter ended September 304 ZBanagement Compensatory
Plan)

Directors Compensation Summary Sheet — incorpdray reference to Exhibit 10.20 to Company’s QarrtReport on Form 10-Q for the
fiscal quarter ended December 31, 2007 (Manage@emtpensatory Plar

Summary of Compensation Arrangement for Arthuvieinbach — incorporated by reference to Exhibi21@o Company’s Annual Report
on Form 1K for the fiscal year ended June 30, 2007 (Manag¢i@empensatory Pla
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10.22

10.2:

10.2¢

10.2¢

21

23

Letter Agreement, dated as of August 1, 20068ybeh Automatic Data Processing, Inc. and Christophé&eidy — incorporated by
reference to Exhibit 10.22 to Compi's Current Report on Forn-K, dated August 2, 2006 (Management Contr

Letter Agreement, dated as of November 15, 2b88yeen Automatic Data Processing, Inc. and S. MitMartone — incorporated by
reference to Exhibit 10.23 to Compi’s Current Report on Forn-K, dated November 15, 2006 (Management Cont

Termination Agreement and Release by and bet&semge |. Stoeckert, Automatic Data Processing, &ma ADP, Inc. dated June 24,
2008- incorporated by reference to Exhibit 10.24 to Cony’'s Current Report on Forn-K, dated June 24, 2008 (Management Contl

2000 Stock Option Grant Agreement (Form for Ergpls) for use beginning August 14, 2008 — incorgoray reference to Exhibit 10.25
to Compan’s Current Report on Forn-K, dated August 13, 2008 (Management Compensatary)

Subsidiaries of the Compal

Consent of Independent Registered Public Accouriing



31.1 - Certification by Gary C. Butler pursuant to Rulea-14(a) of the Securities Exchange Act of 1!
31.2 - Certification by Christopher R. Reidy pursuant 1ddR13i-14(a) of the Securities Exchange Act of 1!
32.1 - Certification by Gary C. Butler pursuant to 18 WLSSection 1350, as adopted pursuant to Sectiom®Bf@ Sarban-Oxley Act of 200z

32.2 - Certification by Christopher R. Reidy punsut 18 U.S.C. Section 1350, as adopted pursoddettion 906 of the Sarbanes-Oxley Act of

2002
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AUTOMATIC DATA PROCESSING, INC.
AND SUBSIDIARIES
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS
(In thousands)
Column A Column E Column C Column D Column E
Additions
1) 2
Balance ¢ Charged t Chargec Balance
beginning costs anc to other at end of
of period expense: accounts Deduction: period
Year ended June 30, 20(
Allowance for doubtful account
Current $30,80: $27,69: $ - $(20,088)(A $38,40°
Long-term $ 8,291 $206: $ - $ (2,421)(A $ 7,93¢
Deferred tax valuation allowan $31,24: $ 4,11¢ $15,46(B)(C) $ (6,390)(D $44,43(
Year ended June 30, 20(
Allowance for doubtful account
Current $39,21( $14,09¢ $ = $(22,503)(A $30,80:
Long-term $ 7,69¢ $1,05 $ - $ (456)(A) $ 8,297
Deferred tax valuation allowan $21,26: $9,71¢ $ 262 $ = $31,24:
Year ended June 30, 20(
Allowance for doubtful account
Current $38,03¢ $16,82t $ = $(15,654)(A $39,21(
Long-term $ 8,17: $1,31¢ $ - $ (1,795)(A $ 7,69¢
Deferred tax valuation allowan: $19,85: $ 1,74¢  $ (338)(B) $ s $21,26:

(A) Doubtful accounts written off, less recoveries ooaunts previously written off.
(B) Related to foreign exchange fluctuati

(C) Related to state deferred tax assets pertainingttoperating loss carryforwarc
(D) Related to surrender in disposition of subsidiamesrgers and liquidation

81

SIGNATURES



Pursuant to the requirements of Section 1B5¢d) of the Securities Exchange Act of 1934,Rlegistrant has duly caused this report to be
signed on its behalf by the undersigned, theredalp authorized.

AUTOMATIC DATA PROCESSING, INC.
(Registrant)

August 29, 2008 By /s/ Gary C. Butler
Gary C. Butler
President and Chief Executive Officer

Pursuant to the requirements of the Secarificchange Act of 1934, this report has been sigpedalv by the following persons on behalf of the
Registrant in the capacities and on the datesatelic

Signature Title Date
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EXHIBIT 10.4

AMENDED AND RESTATED
SUPPLEMENTAL OFFICERS RETIREMENT PLAN

The purpose of this Amended and Restated Supplam@fficers Retirement Plan (the “Plan”) is to pises an additional means by which
AUTOMATIC DATA PROCESSING, INC. may attract, retain and encourage the productieetefof a select group of corporate vice presislent
and more senior corporate officers who provide alle services tAUTOMATIC DATA PROCESSING, INC. and its subsidiaries. The Plan
provides supplemental retirement benefits to quialif participants. The Plan is hereby amended astted in its entirety effective August 14,
2008 to, among other things, reflect certain deslgagnges and to comply with Section 409A of thee€Cod

The Plan reads as follows:
ARTICLE |
DEFINITIONS
The following terms when used in this Plan shallehthe designated meaning, unless a different mgasiclearly required by the context.

1.162"d Birthday . Means the date which is the first day of the cad@mdonth coincident with or next following the Reigiant’s 62"
birthday.

1.2Annual Plan Benefit. Subject to the limitations set forth in Section(8)1the Annual Plan Benefit shall be (i) for Gréattiered
Participants, the annual amount of a ParticipaPles benefit calculated in accordance with the igions of Section 3.1(a) and (ii) for Non-
Grandfathered Participants, the annual amountRaréicipant’s Plan benefit calculated in accordanitk the provisions of Section 3.1(b), as
applicable.

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

1.4Board . The Board of Directors of the Company.

1.5Code. The Internal Revenue Code of 1986, as amended.
1.6Company . Automatic Data Processing, Inc. (“ADP”) and its sidliaries, and ADP’s successors.

1.7Disability . “Disability” shall have the same meaning, and shealldetermined in the same manner, as it is detedninder the Company’s
Long Term Disability Insurance Program as in effatthe date the Disability begins; providdtbwever, that a Participant shall not have a
Disability for purposes of the Plan unless theiBigdnt is unable to engage in any substantialfghactivity by reason of any medically
determinable physical or mental impairment which ba expected to result in death or can be expé¢gtiedt for a continuous period of not less
than 12 months, or the Participant is, by reasamgfmedically determinable physical or mental impant which can be expected to result in
death or can be expected to last for a continuetsg of not less than 12 months, receiving incoemacement benefits for a period of not less
than 3 months under an accident and health plaertmythe Company’s employees.

1.8Early Retirement Benefit . Means an amount equal to the Participant’s Anniai Benefit, as reduced in accordance with thegdeym
Section 3.3(b).

1.9Early Retirement Date . Means the date which is the first day of the cademdonth coincident with or next following the Reigant’s 601
birthday.

1.10Final Average Annual Pay.

(a) For Non-Grandfathered ParticipaRtsal Average Annual Pay shall mean the averagearmompensation for such Participant for the
five full consecutive calendar years during hisureitService period during which he received thgdat total amount of compensation. For this
purpose, a Non-Grandfathered Participant’s “comaims’ shall mean the total compensation actuadlgl @r accrued by the Company to or for
such Non-Grandfathered Participant including, withiemitation, bonuses paid or accrued, performancentive payments and the like, and
excluding relocation pay, severance pay, the valamy Company- provided fringe benefits (includimgthout limitation, car allowances, personal
travel allowances and tax gross-ups), compensdgored from stock options, stock appreciationtgglktock plans and programs (including,
without limitation, restricted stock plans and mengs and grants of restricted stock units), oramylar plans; provided that, notwithstanding
anything to the contrary set forth herein, amoudeferred at such Non-Grandfathered Participanéstieln under a plan described in section 401(k)
of the Code, and the value (at time of grant) of stock option grant made in lieu of a bonus paytreell be included in such Participant’s
compensation. The Comp¢'s chief executive officer shall determine the vadfiany stock option grant made in lieu of a bopagment, whict



value shall not, in any event, be: (i) greater tthen“target bonus” amount the stock option graas wade in lieu of (the “Substituted Amount”) or
(ii) less than the amount such Participant wouldeh@ceived had the foregoing stock option grabhbeen made and the normal bonus “scoring”
methodology been applied to the Substituted Amaunalyided that such amount shall not exceed thet8uted Amount. The value of such stock
option grant shall be included in a Non-GrandfagkdParticipant’s compensation in the calendar yeahich the bonus (which the stock option
was granted in lieu of) would have otherwise begd pr accrued; and

(b) For Grandfathered Participafisial Average Annual Pay shall mean the averagearmompensation for such Grandfathered Partic
for the five full consecutive calendar years dutiig Future Service period during which he receiredlargest total amount of compensation. For
this purpose, a Grandfathered Participant’s “corspgan”shall mean the total compensation actually paigcorued by the Company to or for s
Participant including, without limitation, bonuseaid or accrued (other than any bonuses paid ouedainder the Company’s three-year GIP
growth incentive plan), performance incentive pagteend the like and restricted stock plans angraras (other than (A) the Company’s 2005
fiscal year and 2006 fiscal year broad-based pmidoce-based restricted stock programs (PBRS) inhnddl “letter grade” associates participated
and (B) the Company’s two-year accelerated revE&RRS programs (i.e. the ARPS), the first of whiommenced in the Company’s 2007 fiscal
year), and excluding relocation pay, compensatenvdd from stock options, stock appreciation rsghit any similar plans; provided that,
notwithstanding anything to the contrary set fdréinein, amounts

deferred at such Participant’s election under a giscribed in section 401(k) of the Code, andréiee (at time of grant) of any stock option grant
made in lieu of a bonus payment, shall be includeslich Grandfathered Participant’s compensatibe. Company’s chief executive officer shall
determine the value of any stock option grant madieu of a bonus payment, which value shall imogny event, be: (i) greater than the Substit
Amount or (i) less than the amount such Participeould have received had the foregoing stock opgimant not been made and the normal bonus
“scoring” methodology been applied to the Subsifudmount, provided that such amount shall not eddbe Substituted Amount. The value of
such stock option grant shall be included in a Gfathered Participant’s compensation in the calegdar in which the bonus (which the stock
option was granted in lieu of) would have othervigen paid or accrued. The value (on the date¢s#ictions lapse) of a Grandfathered
Participant’s restricted stock with restrictionpdang during the Company'’s fiscal year that beglimsng the applicable calendar year shall be
included in the Participant’s compensation for scalendar year; provided that, in the case oficstt stock that is includable in a Participant’s
compensation for calendar year 2007, the valuedi sestricted stock will be determined by multipty (a) the price of a share of the Company’s
common stock on the date the restrictions therapse (determined consistently with past practimg)b) the number resulting from multiplying
aggregate number of includable restricted sharesfbgction, the numerator of which is the “lastdg” price of a share of the Company’s common
stock on the trading date immediately prior todhge the Spin-off occurs and the denominator ot the “first trade” price of the Company’s
common stock on the trading date on which the $ffitvas occurred.

1.11Former Participant . Means any person who (i) was a Participant in 1ae,Rii) stopped accruing benefits under the Plarsuant to
Article I1(b), (iii) continued to be employed byatCompany until after age 65 and (iv) has a Seiparfiom Service more than one month after the
Participant’s accruals under the Plan cease pursoidine clause (i) of this definition.

1.12Future Service. A Participant’s period of full calendar years ofitauous employment with the Company after his Plarticipation has
begun and only includes the period of employmenindguvhich the Participant is accruing a benefil@inthe Plan. Leaves of absence of less than
six months may be taken into account as Futurei@erto the extent provided by the Committee. Then@ittee may, in a Supplement, grant a
Participant prior service credit for determining fength of his Future Service period. In addit@anthe discretion of the Company’s Chief
Executive Officer, for the calendar year in whicRarticipant incurs either an involuntary severamcseverance which entitles the Participant to
severance pay under the Company’s severance ptileyarticipant shall be credited with one fulecaar year without regard to when such
severance pay terminates. Such service shall @vent be duplicative of service otherwise crediteder the Plan and shall not be extended under
this provision beyond the calendar year in whighthverance pay commences.

1.13Grandfathered Participant . A Participant participating in the Plan on Janubr2008 and who attained age 50 by January 1, 2009.

1.14Government Sponsored Plan BenefitsThe annual amount of benefits to which a Partidip@entitled on his Normal Retirement Date
under all government sponsored retirement benlkafitgy(including, without limitation, Participant3ocial Security benefits). A Participant’s
government sponsored retirement plan benefits bleadixpressed as an annual amount in the form a€taarially equivalent straight life annuity
starting on his Normal Retirement Date.

1.15Late Retirement Benefit. Means an amount equal to a Participant’s Annual Blenefit, as actuarially adjusted using the Lat&rBment

Factors set forth in Exhibit A hereto based onrtamber of complete months elapsed between a Remics 65" birthday and the date as of which
benefits commence under the Plan.

1.16Maximum Annual Benefit Limitation . The Maximum Annual Benefit Limitation shall be {or Grandfathered Participants, 25% of a
Participant’s Final Average Annual Pay, and (ii) on-Grandfathered Participants, 45% of a Paicijs Final Average Annual Pay.

1.17Non-Grandfathered Participant . A Participant who was not participating in the PtanJanuary 1, 2008 or who had not attained ac




by January 1, 2009.

1.18Normal Retirement Date. Means the date which is the first day of the cademdonth coincident with or next following the Reigant’s
or Former Participant’s 68 birthday.

1.190ther Retirement Benefits. The sum of the Participant’s Private Sector Plandfits and his Government Sponsored Plan Benefits.

1.20Participant . An individual who has been designated as a Paatitipy the Committee pursuant to Article 1.

1.21Pension Plan. Automatic Data Processing, Inc. Pension RetirerRéant.

1.22Private Sector Plan Benefits The annual amount of benefits to which a Partidimentitied on his Normal Retirement Date under a
retirement plans maintained by the Company (otien this Plan), or by any former or subsequent eyeplof Participant (other than a
governmental body covered by Section 1.14 aboviegther as a periodic payment, as a lump sum, enwetbe; provided, however, that benefits
under retirement plans shall exclude any amountalpa under a bonus deferral plan and any amowaytsibe in respect of deferrals made by the
Participant under a cash or deferred arrangemeRarficipant’s Private Sector Plan Benefits shalekpressed as an annual amount in the form of
an actuarially equivalent straight life annuityritey at his Normal Retirement Date.

1.23Separation from Service. Shall mean that employment with the Company anslubsidiaries and affiliates terminates such that i
reasonably anticipated that no further servicekheilperformed. Separation from Service shall berpreted in a manner consistent with Section
409A of the Code and any applicable regulatory e promulgated thereunder. References hereumddParticipant’s termination of
employment, the date a Participant’'s employmemitextes and the like, shall refer to the ceasin@Participant’s employment with the
Company for any reason.

1.24Spin-off . The tax-free spin-off of the Company’s Brokeragevi®es Group business.

1.25Supplement. A supplement attached to and made a part of this, &hich shall set forth for specific designateditigipants any special
conditions applicable to such Participants. ThepBments to the Plan as of August 13, 2008 are |Sommts A and B.

1.26Vested Percentage Except to the extent set forth in Sections 3.4%&8duntil a Participant completes 5 full calengears of Future
Service, such Participant’s Vested Percentage bbdlP6 and he shall not be entitled to any Plamtitsrhereunder. Upon completing 5, 6, 7, 8, 9,
and 10 or more full calendar years of Future SepdcParticipant’s Vested Percentage shall be 50%, 70%, 80%, 90%, and 100%, respectively.
The Committee may, in a Supplement, grant a Ppaitiprior service credit for purposes of deterngrtiis Vested Percentage.
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ARTICLE Il
ELIGIBILITY

(a) The Committee may at any time andhftime to time (but prospectively only) designatg corporate vice president or any more senior
corporate officer of the Company as a Participarthé Plan; provided that such person participatése maximum extent permissible in the
Company’s other retirement plans (including, withiimitation, the Automatic Data Processing, InetiReRment and Savings Plan and the
Automatic Data Processing, Inc. Pension RetirerRéant) during the entire period he is a Participanibe Plan.

(b) A person shall automatically cease to be adfaaint on the earlier to occur of the date on Wh{g he is no longer a corporate vice
president or a more senior corporate officer ofGoenpany; or (ii) he ceases to participate to th&imum extent permissible in the Company'’s
retirement plans (including, without limitation etfhutomatic Data Processing, Inc. Retirement andn8a Plan and the Automatic Data Proces:
Inc. Pension Retirement Plan).

ARTICLE Il

RETIREMENT BENEFITS

3.1In General .

(a) Grandfathered Participanfs Grandfathered Participant’s Annual Plan Benisfthe product of (i) his Final Average Annual P&y his
Future Service period, (iii) 1¥2% and (iv) his Vekiercentage, less the amount payable under tlsoRdPlan pursuant to a transfer from the Plan
to the Pension Plan; providéuhat, in no event, may the Participant’s Annual Plam&# exceed the Maximum Annual Benefit Limitation
applicable to him (including any amount transfert@the Pension Plan).

(b) Non-Grandfathered Participar. A Nor-Grandfathered Participe s Annual Plan Benefit is the sum of (A) the produifcti) his Final




Average Annual Pay, (ii) his Future Service pelop to a maximum of 20 years), (iii) 2% and (iv} Mested Percentage and (B) the product of (i)
his Final Average Annual Pay, (ii) any additionabys of Future Service credited to the Participéter an initial 20 years of Future Service have
been credited, but in any event no more than Siaddil years, (iii) 1% and (iv) his Vested Percegatdess the amount payable under the Pension
Plan pursuant to a transfer from the Plan to thesi@e Plan; provided that, in no event, may thdiépant’s Annual Plan Benefit exceed the
Maximum Annual Benefit Limitation applicable to hifimcluding any amount transferred to the Pensian)?Notwithstanding the foregoing, in no
event shall a Non-Grandfathered Participant's AhfRlan Benefit finally determined hereunder be kss the value of such Participant’s Annual
Plan Benefit determined as of December 31, 2008lzed for this purpose only as if such Partinipaas a Grandfathered Participant).
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(c) In addition, the Annual Plan Benrgfitherwise payable to a Participant under the’®lzasic benefit formula set forth in Section 3)1(a
and 3.1(b) above, as applicable, shall be reduzé#tktextent necessary to cause the total of Yfafticipant’'s Annual Plan Benefits and (ii)
Participant’s annual Other Retirement Benefitstoaxceed 60% of Participant’s Final Average AnrRay.

(d) A Participant’s benefits under tRian shall be expressed as an annual amount fortineof a straight life annuity or, at the Committe
election, another actuarially equivalent paymerioop

3.2Time of Commencement of Benefits A Participant’'s Annual Plan Benefit shall be pagabhly upon Separation from Service, Disability,
or Death as detailed in this Article Ill. AnnuabRIBenefits for any given Participant shall comneeoi the earliest to occur of:

(a) The later of:

(i) Attainment of age 60;

(i) The first day of the seventiomth following the month in which the ParticipanBeparation From Service occurs;
(b) Disability; or
(c) Death.

3.3 Amount of Benefit .

(a) Normal Retirement BenefiExcept in cases where Section 3.3(c) applies ieipect to certain Participants, the Companypaiyl a
Participant his Annual Plan Benefit if benefits gnence under the Plan on or after the Particigairmal Retirement Date. Payment of an Ani
Plan Benefit shall commence in accordance withi&e&2 and end with: (A) in the case of a singke dnnuity, the payment for the month in
which the Participant’s death occurs, (B) in theecaf a joint and survivor annuity, the later df tfie payment for the month in which the death of
the Participant occurs or (2) the payment for tlomt in which the death of the Participant’s betiafy occurs or (C) in the case of a 10 year
certain and life annuity, the later of (1) the payrmfor the month in which the death of the Pgutait occurs or (2) the one hundred and twentieth
monthly payment. When paid in the form of a montiyuity, each payment shall be equal to one-tiveffsuch Participarg’ Annual Plan Benef
actuarially adjusted for the form of payment sadddby the Participant, as applicable.

(b) Early Retirement Benefit

(i) The Company will pay a Partiip his Early Retirement Benefit if benefits comeennder the Plan on or after the ParticipaBrly
Retirement Date and prior to his Normal Retirenigate. Payment of an Early Retirement Benefit st@mihmence in accordance with Section 3.2
and end with: (A) in the case of a single life aitygithe payment for the month in which the Papiigit’s death occurs, (B) in the case of a joint and
survivor annuity, the later of (1) the paymenttfoe month in which the death of the Participantuesor (2) the payment for the month in which
death of the Participant’s beneficiary occurs ori(Cthe case of a 10 year certain and life anntiity later of (1) the payment for the month in
which the death of the Participant occurs or (8)dhe hundred and twentieth monthly payment. Wizédhip the form of a monthly annuity, each
payment shall be equal to one-twelfth of such Biadint's Early Retirement Benefit, actuarially atpd for the form of payment selected by the
Participant, as applicable.

(ii) A Grandfathered ParticipanEarly Retirement Benefit shall be in an amount étpthe Participang Annual Plan Benefit, reducec
a rate of 5/12 of 1% per month for each full mooyhwhich the date the Participant’s benefit comnesnarecedes the Participant’'s Normal
Retirement Date.

(iii) If a Non-Grandfathered Paipiant’s Early Retirement Benefit commences afterRarticipant’s 629 Birthday but prior to his
Normal Retirement Date, his benefit shall be iraamount equal to the Particip’s Annual Plan Benefit, reduced at a rate of 4/12%fper montt



for each full month by which the date the Partioifmbenefit commences precedes the his Normatdetint Date. If the Non-Grandfathered
Participant’s Early Retirement Benefit commencesieethe Participant’s 629 Birthday, his benefit shall be reduced (x) at @ @ft5/12 of 1% per
month for each full month by which the date thetiEgant’s benefit commences precedes the Parti¢gp&2" Birthday, and (y) at a rate of 4/12
of 1% per month for each full month by which theéedthe Participant’'s 6% Birthday precedes the Participant’s Normal Retinenizate.

(c) Late Retirement BenefiThe Company will pay a Former Participant hiseLRetirement Benefit if benefits commence undePiae on
or after the Former Participant’s Normal Retirem@ate. Payment of a Late Retirement Benefit slmtimence in accordance with Section 3.2 and
end with: (A) in the case of a single life annuitye payment for the month in which the Particifsadeath occurs, (B) in the case of a joint and
survivor annuity, the later of (1) the paymenttfoe month in which the death of the Participantuesor (2) the payment for the month in which
death of the Participant’s beneficiary occurs orifCthe case of a 10 year certain and life anndlity later of (1) the payment for the month in
which the death of the Participant occurs or (2)dhe hundred and twentieth monthly payment. Wizédh ip the form of a monthly annuity, each
payment shall be equal to one-twelfth of such Bigdint's Late Retirement Benefit, actuarially atiasfor the form of payment selected by the
Participant, as applicable. This subsection 3.8e)l only apply to Former Participants.

(d) No Interest for Delayed Paymerieayments to Participants which are made or cornegnaccordance with Section 3.2(a)(ii) shall
include a single lump sum payment in respect optiméod beginning on the Participant’'s SeparatiomfService and ending on the first day of the
seventh month following the month in which the Rgraint's Separation From Service occurs. Such single kumppayment shall be made with
interest.

(e) Date as of Which Benefits Are Detiered . Solely for purposes of (i) determining whethd?aticipant shall receive an Early Retirement
Benefit, a Annual Plan Benefit or a Late Retiren®anefit and (ii) calculating the amount of suchliE&etirement Benefit, Annual Plan Benefit or
Late Retirement Benefit, as applicable, Sectiofiad(R) shall be deemed to read, “the first dayhaf first month following the month in which the
Participant’s Separation from Service occurs.” baae in which a Participant has a Separation emice on the first day of a calendar month, for
the purposes set forth in the preceding sentenlge $action 3.2(a)(ii) shall be deemed to reade ‘first day of the calendar month in which the
Participant’s Separation from Service occurs.”

3.4Disability Retirement Benefit . If a Participant shall incur a Disability while efoped by the Company, the Company shall pay such
Participant a monthly benefit starting on the fiay of the calendar month after the date his Dlisabegins and ending with the payment for the
calendar month in which his death occurs or hialdigy ends, whichever occurs first. Such monttynefit (which shall not be reduced by, and
shall not reduce, the benefits, if any, payabla Rarticipant under the Company’s Long Term Disgbihsurance Program) shall be calculated in
the same way as an Early Retirement Benefit undetié 3.3, based on his Final Average Annual Pagnhis Disability begins (which will, for
purposes of this Section 3.4 only, be determinext tass than five full consecutive calendar yeath¢ extent that his Future Service period is less
than five years), except that (i) the Vested Paeganshall always be 100%, (ii) there shall noalye actuarial reduction to reflect the
commencement of the payment of benefits beforé&lbrsnal Retirement Date, and (iii) there shall netamy Future Service period accrual during
his Disability.

3.5Form of Benefit.

(a) Annuity FormsA Participant may elect payment of his benefibéo than a Disability Retirement Benefit pursu@nBection 3.4) in one
of the following actuarially equivalent forms:

e Single Life Annuity;

e 25% Joint and Survivor Annuity;

50% Joint and Survivor Annuity;

e 75% Joint and Survivor Annuity;

100% Joint and Survivor Annuity; or

e 10-Year Certain and Life Annuity

Each form of benefit listed in this subsection 8)%hall be paid in a series of substantially egealodic payments, payable not less frequently tha
annually, for the life of the Participant (and biciary, if applicable and dictated by the formpeEfyment selected, and for a period of time not less
than that guaranteed by the form of payment salgcstarting as of the date as of which paymensuith Participant under this Article 11l are to
begin. Actuarial equivalence under the Plan shalii&termined by the Company in its sole and absadligtretion.
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(b) Lump Sum Election Before 2008n active Participant who has not had a termamatif employment and in respect of whom payment of
benefits hereunder have not commenced by Decemb@088 may also make an irrevocable election poidanuary 1, 2009 to receive paymer
either 25% or 50% of his accrued benefit in a Erginp sum.

(c) Change to Form of Paymefn and after January 1, 2009 an active Partitiwan has not had a termination of employment ahd w
has not previously elected to receive a portiohiebenefit in a single lump sum may make an aadi receive either 25% or 50% of his accrued
benefit in a single lump sum if all of the follovgrconditions are met;

(i) The lump sum election shall tetke effect until at least 12 months after thedat which it is made;

(i) The election must be madeeaist 12 months prior to the date on which the &irstuity payment for the Participant is otherwise
scheduled to be made; and

(iii) The election must delay theeyment for at least five years from the date ths &innuity payment would otherwise have been made.

(d) Payment Elections for Newly Eligititarticipants Within 30 days following the date on which a Rapant first becomes eligible to
participate in the Plan, the Participant shall elewether to receive payment of his entire acchekfit (i) in the form of one of the annuitiesdid
in Section 3.5(a) or (ii) a portion of his benéfitthe form of an annuity and 25% or 50% of hisraed benefit in a single lump sum. If no such
election has been made by the 30th day followiegdite on which the Participant first becomes glkgio participate in the Plan, the Participants’
accrued benefit under the Plan shall be paid iridira of an annuity listed in Section 3.5(a).

3.6No Duplication . In no event shall benefits become payable to amyciREnt under more than one Section of this Aetidl.
ARTICLE IV
FORFEITURES

4.1Forfeiture for Competitive Employment . A Participant shall forever and irrevocably forfait benefits otherwise due to him under the
terms of the Plan if within 24 months after his doyment terminates (including if his employmentwihe Company is terminated on account of
his dishonesty or gross negligence) he violatesitilecompetition provisions of any agreement hedmisred into with the Company.
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4.2Limitation . If all or any portion of Section 4.1 shall be filyaheld by a court of competent jurisdiction toureenforceable as a matter of
law, it shall be construed to apply to the greatastnt permitted by law so as to give effect $antended purposes.

ARTICLE V

CONDITIONS RELATED TO BENEFITS

5.1Administration of Plan . The Committee shall administer the Plan and skaléhhe sole and exclusive authority to interpretstrue and
apply its provisions. The Committee shall havepberer to establish, adopt and revise such ruleseguations as it may deem necessary or
advisable for the administration of the Plan areldperation of the Committee’s activities in cortmettherewith. All decisions of the Committee
shall be by vote or written consent of the majooityts members and shall be final and binding. Mers of the Committee shall be eligible to
participate in the Plan while serving as a memif¢éne® Committee, but a member of the Committeel stlvote or act upon any matter which
relates solely to such member in his capacity Raréicipant.

5.2Grantor Trust . The Committee may, at its discretion, have the Gamgprreate a grantor trust (within the meaningeatisn 671 of the
Code) to which it may from time to time contrib@eounts to accumulate an appropriate reserve ag@inbligations hereunder. Notwithstanding
the creation of such trust, the benefits hereusllall be a general obligation of the Company. Extefhe extent that the benefit amounts payable
hereunder have been specifically transferred fadentified Participant into the Pension Plan parduo the terms and conditions of the Pension
Plan and are payable thereunder, a Participantisna only a contractual right as a general coedif the Company to the amounts, if any, payable
hereunder and such right shall not be secured pwassets of the Company or the trust.

5.3No Right to Company Assets Except to the extent that benefit amounts have bpeaifically transferred for an identified Parpiant into
the Pension Plan pursuant to the terms and conditibthe Pension Plan and are payable thereunei¢her a Participant nor any other person shall
acquire by reason of the Plan any right in or till@ny assets, funds or property of the Compamgtsdaever including, without limiting the
generality of the foregoing, any specific fundsaesets which the Company may set aside in anticipef a liability hereunder, nor in any policy
policies of insurance on the life of a Participanined by the Company.

5.4No Employment Rights. Nothing herein shall constitute a contract of aauitig employment or in any manner obligate the Camyto
continue the service of a Participant, or obligatarticipant to continue in the service of the @any, and nothing herein shall be construed as
fixing or regulating the compensation paid to atiegant.




5.5Company’s Right to Terminate and Amend. The Company reserves the right in its sole dismnedit any time to amend the Plan in any
respect or terminate the Plan. Notwithstandingdinegoing, no such amendment or termination skeallice the amount of the benefit theretofore
vested by any Participant or change the conditiegaired to be satisfied to receive payment of uagt accrued benefit based on the provisions of
the Plan as theretofore in effect. For this purptisamount of a Participant’s accrued benefifabe date of any amendment or termination shall
be determined as if the Participant was then ngfiih accordance with Section 3.3 with his actuestéd Percentage accrued as at such date;
provided that if the Company is terminating thenRdad if a Participant has not completed at leg&ais of Future Service, Participant’s Vested
Percentage shall be (i) 40% if he has completegladisyof Future Service, (ii) 30% if he has compl&e/ears of Future Service, (iii) 20% if he has
completed 2 years of Future Service, (iv) 10% ihle completed 1 year of Future Service, and (v)f0fé has not completed 1 year of Future
Service.
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5.6Protective Provisions. The Participant shall cooperate with the Companfubyishing any and all information requested by @ompany
in order to facilitate the payment of benefits herder.

5.7Right of Offset . If at the time any payments are to be made herewnBarticipant is indebted to the Company or et subject to a
monetary claim by the Company, such payments mafieaCompany’s discretion, be reduced by setoffppofo $5,000 in any given taxable year of
the Participant against the amount of such indetetesl or claim.

5.8No Third Party Rights . Nothing in this Plan or any trust established pamuo Section 5.2 hereof shall be construed taterany rights
hereunder in favor of any person (other than then@my and any Participant) or to limit the Compamght to amend or terminate the Plan in any
manner subject to Section 5.5 hereof.

5.9Section 409A. Notwithstanding any provision of the Plan to thatcary, it is intended that the provisions of tRian shall comply with
Section 409A of the Code, and all provisions of tRian shall be construed and interpreted in a arasonsistent with the requirements for avoir
taxes or penalties under Section 409A of the Chdeh Participant is solely responsible and liabtelie satisfaction of all taxes and penalties that
may be imposed on or in respect of such Participacdnnection with this Plan or any other planmined by the Company (including any taxes
and penalties under Section 409A of the Code) neitther the Company nor any subsidiary or affilgttall have any obligation to indemnify or
otherwise hold such Participant (or any benefigigrmless from any or all of such taxes or peesilti

ARTICLE VI

MISCELLANEOUS

6.1Nonassignability. No rights or payments to any Participant shallldgect in any manner to anticipation, alienatialestransfer,
assignment, pledge, encumbrance or charge, whathertary or involuntary, and no attempt so to @ptte, alienate, sell, transfer, assign, pledge,
encumber or charge the same shall be valid, ndiramasuch benefit or payment be in any way lidbleor subject to the debts, contracts,
liabilities, engagements or torts of any Partictpamnsubject to levy, garnishment, attachment, etien or other legal or equitable process. No part
of the amounts payable shall, prior to actual payirige subject to seizure or sequestration fopthyenent of any debts, judgments, alimony or
separate maintenance owed by a Participant, noebsferable by operation of law in the event &aaticipant’s bankruptcy or insolvency.

6.2Withholding . To the extent required by law the Company shabiiéled to withhold from any payments due hereurathy federal, state
and local taxes required to be withheld in conectiith such payment.

6.3Gender and Number. Wherever appropriate herein, the masculine shalimtlee feminine and the singular shall mean theaphr vice
versa.
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6.4Notice . Any notice required or permitted to be made unterRlan shall be sufficient if in writing and hadhelivered, or sent by registered
or certified mail, to (a) in the case of noticelie Company or the Committee, the principal offi€éhe Company, directed to the attention of the
Secretary of the Committee, and (b) in the caseRdirticipant, such Participant’'s home or busiaessess maintained in the Company’s personnel
records. Such notice shall be deemed given asdldte of delivery or, if delivery is made by mas, of the date shown on the postmark or on the
receipt for registration or certification.

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

6.6Applicable Law . This Plan shall be governed and construed in aeomelwith the laws of the State of New Jersey,authegard to such
state’s choice of law rules.

ARTICLE VII



SURVIVOR BENEFITS

7.1 Qualification and General Election.

(a) Qualification In the event of the death of a Participant whatikeast 35 years of age at the time of his dewdtb,is vested in accordance
with the provisions of Paragraph 1.26, and who gié® to commencing payment of his vested bengfiter the Plan, a surviving spouse benefit
shall be payable under Section 7.2.

(b)_Survivor Benefit Election Before Z00An active Participant who (i) has not had a tesation of employment, (ii) is employed by the
Company on or after August 9, 2007, and (iii) ispect of whom payment of benefits under the Plae it commenced by December 31, 2008
may make an irrevocable election prior to JanuaB0D9 to waive the surviving spouse benefit pregidnder Section 7.2 and instead elect the
survivor benefit provided under Section 7.3.

(c)_Survivor Benefit Election After Denber 31, 2008 On and after January 1, 2009 an active Partitiwéo (i) has not had a termination
of employment and (ii) has not previously elecgvaive the surviving spouse benefit provided urgstion 7.2 in favor of the survivor benefit
provided under Section 7.3, may do so on or afteudry 1, 2009 if all of the following conditionseanet:

(i) The survivor benefit electidmadl not take effect until at least 12 months affter date on which it is made;

(i) The election must be madeeaist 12 months prior to the date on which the &irstuity payment for the Participant is otherwise
scheduled to be made; and

(iif) The election must delay theyment for at least five years from the date th&t finnuity payment would otherwise have been made.
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(d) Survivor Benefit Elections for Newly Eligiblarticipants Within 30 days following the date on which a Rapant first becomes
eligible to participate in the Plan, the Participaray make an irrevocable election to waive theisinmg spouse benefit provided under Section 7.2
and instead elect the survivor benefit providedaurgection 7.3. If no such election has been madbeéb30th day following the date on which the
Participant first becomes eligible to participatehie Plan and such Participant dies prior to conuimg payment of his vested benefit under the
Plan, only a surviving spouse benefit shall be pleyander Section 7.2 in respect of the Participamsted Plan benefit.

The waiver and election provided under this Secfidnmust be made by the Participant in accordaitteprocedures adopted by the
Committee.

7.2Surviving Spouse Benefit The surviving spouse of a deceased Participantotiinerwise meets the conditions set forth in Secfidnshall
be entitled to receive a surviving spouse benafiten the Plan determined as of the date of theadedeParticipant’s death. This surviving spouse
benefit shall be payable monthly as a straightdifauity benefit and shall be calculated based084 6f the Participant’'s Annual Plan Benefit,
actuarially adjusted for the 50% joint and survigonuity form of payment and further reduced inoadance with Section 3.3(b) for payment prior
to the Participant’'s Normal Retirement Date. Paynoéithe surviving spouse benefit shall commencé¢henater of (i) the date the Participant
would have attained age 60 had the Participanivadwntil such age or (ii) the date of the Papicit's death.

7.3Survivor Benefit . If elected pursuant to 7.1 herein, the beneficarg deceased Participant who meets the condisenforth in Section
7.1 shall be entitled to receive a survivor bertéfitt is actuarially equivalent to the survivingspe benefit described in Section 7.2, determised a
of the date of the deceased Participant’s deatis. Sthivivor benefit shall be payable in monthlytalisnents for exactly 120 months and shall be
calculated based on 50% of the ParticipaAthnual Plan Benefit, actuarially adjusted for guaranteed 120 month installment form of paymed
further reduced in accordance with Section 3.3gbpaiyment prior to the Participant’s Normal Retient Date. Payment of the survivor benefit
shall commence on the later of (i) the date théigypant would have attained age 60 had the Ppatitisurvived until such age or (ii) the date &f
Participant’s death. For purposes of this Secti@n & Participant may designate his spouse, childtemestic partner, or a trust for the benefit of
the Participant’s spouse, children, or domestitneay whichever the case may be, as a beneficigitjesl to receipt of the benefit provided
hereunder.
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Supplement A

1.1In General

(@) As of the Spin-off date, Particimatransferring to Broadridge Financial Solutioms,. I(“Broadridge™)are no longer eligible to participe
in the Plan, except executive with employee idaatfon number 10060(“ Executive”).



(b) As of the Spin-off date, Executivaiscrued benefit under the Plan shall be the Ekesitprojected accrued benefit at the age of 65

based upon terms and factors agreed upémppendix A .

(c) If Executive voluntarily terminatemployment with Broadridge prior to age 65, Exeaii accrued benefit will be re-calculated to what

Executive would have accrued from the Spin-off datthe last day employed at Broadridge.

(d) Executive will no longer be an diilgi Participant of the Plan if Executive becomgsaadicipant in any supplemental officers retirement
plan sponsored by Broadridge, whose terms are amnity similar to the Plan as of the Spin-offelauch determination shall be made solely by

the Company.
1.2 Distributions
(a) Executive’s benefits shall commeanehis 65" birthday, whether or not Executive is still empldyat Broadridge.

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

Agreed Upon Assumptions to Project the Benefits tge 65
1. Projected base pay increase of 4% to age 65

2. Target bonus percent increase of 4% to ag

3. Average of the high & low of the ADP stock price thie day of the spin projected at 8% to ag:
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Supplement B

Notwithstanding anything in this Plan to the contr@ach Participant with an employee identificattmumber listed below, shall receive a

distribution from this Plan commencing as of thetfday of the month following the attainment oé&5.

Employee Identification Number

0] 103621
(ii) 103594
(i) 103724
16
Exhibit A
Late Retirement Factors
Months
Years 0 1 2 3 4 5 6 7 8 9 10 11
65 1.000( 1.009¢ 1.019¢ 1.029° 1.039¢ 1.049¢ 1.059¢ 1.069: 1.079: 1.089: 1.099( 1.108¢
66 1.118¢ 1.130: 1.141¢ 1.153( 1.164« 1.175¢ 1.187: 1.198¢ 1.209¢ 1.221: 1.232% 1.244;
67 1.255¢ 1.268° 1.281¢ 1.295( 1.308: 1.321: 1.334¢ 1.347¢ 1.360: 1.373¢ 1.387( 1.400:
68 1.413: 1.428¢ 1.443¢ 1.459: 1.474¢ 1.489¢ 1.504¢ 1.520: 1.535¢ 1.550°% 1.566( 1.581:



69
70
71
72

74
75
76

78

79
80

81
82
83
84

86
87

1.596¢
1.810:¢
2.061(
2.356¢
2.706¢
3.124:
3.625!
4.229¢
4.965:
5.868(

6.983!
8.373¢

10.0525!
12.1588!
14.8243I

18.2285:
22.6191.
28.3418i:

35.8866:

1.614:
1.831:
2.085¢
2.385]
2.741¢
3.166(
3.675¢
4.291:
5.040¢
5.961(

7.099¢
8.513¢

10.228:
12.381(
15.108(

18.594-
23.096(
28.970t

1.632:
1.852:
2.110:
2.414¢
2.776¢
3.207¢
3.725¢
4,352t
5.116:
6.053¢

7.215:
8.6531

10.403¢
12.603:
15.391°

18.960:
23.572!
29.599!

1.650(
1.873(
2.134¢
2.444:
2.811:
3.249¢
3.776:
4.413¢
5.191¢
6.146¢

7.331:
8.793¢

10.579:
12.825!
15.675-

19.326:
24.049¢
30.228:

1.667¢
1.893¢
2.159¢
2.473¢
2.846(
3.291:
3.826"
4.475;
5.266¢
6.239¢

7.447(
8.933¢

10.754°
13.047:
15.959:

19.692:
24.526°
30.856¢

1.685¢
1.914¢
2.184:
2.502¢
2.880¢
3.333(
3.877:
4.536¢
5.3411
6.332¢

7.562¢
9.073¢

10.930:
13.269:
16.242¢

20.057¢
25.003¢
31.485!
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1.703¢
1.935]
2.208¢
2.5311
2.915¢
3.3741
3.927¢
4.597¢
5.416¢
6.425¢

7.6781
9.213:

11.105°
13.491¢
16.526-

20.423¢
25.480!
32.114:

1.721:
1.956¢
2.233¢
2.560¢
2.950¢
3.416¢
3.977¢
4.659:
5.492(
6.518:

7.794¢
9.353!

11.281¢
13.713°
16.810:

20.789°
25.957-
32.743(

1.739(
1.977:
2.258(
2.590(
2.985!
3.458:
4.028:
4.720¢
5.567:
6.6111

7.910¢
9.493(

11.456¢
13.935¢
17.093¢

21.155¢
26.434:
33.371°

1.756¢
1.998:
2.282¢
2.619:
3.019¢
3.499¢
4.078:
4.781¢
5.642¢
6.704¢

8.026:
9.632¢

11.632¢
14.158(
17.377¢

21.521¢
26.911.
34.000:

1.774%
2.019:
2.307:
2.648¢
3.054%
3.541¢
4.129:
4.843:
5.717¢
6.797¢

8.142:
9.772¢

11.807¢
14.380:
17.661:

21.887-
27.388:
34.629:

1.792¢
2.040:
2.331¢
2.677¢
3.089¢
3.583¢
4.179¢
4,904
5.792¢
6.890¢

8.258(
9.9121

11.983¢
14.602:
17.944¢

22.253:
27.865(
35.257¢




Name of Subsidiar

71 Hanover Florham Park Associates L
ADP Atlantic, LLC

ADP Belgium CVA

ADP Brasil Ltda

ADP Broke-Dealer, Inc.

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

ADP Canada Holding Ct

ADP Commercial Leasing, LL!

ADP Dealer Services Denmark A|

ADP Dealer Services Deutschland Gm
ADP Dealer Services France S,

ADP Dealer Services ltalia s.r

ADP Dealer Services UK Limite

ADP Employer Services Gmb

ADP Europe SARL

ADP Europe S.A

ADP France SA!

ADP GlobalView B.V.

ADP Group UK Limited

ADP GSI France SA

ADP Holding B.V.

ADP, Inc.

ADP Indemnity, Inc

ADP Nederland B.V

ADP Network Services International, Ir
ADP Network Services Limite

ADP of Roseland, Inc

ADP Pacific, Inc.

ADP Payroll Services, Inc

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

ADP Tesoft Automocion Spai

ADP TotalSource Group, In

ADP Vehicle Information Technology (Shanghai) Qdd
Automatic Data Processing Limitt
Automatic Data Processing Limited (U
Automotive Directions, Inc

Autosys Gmbt

Business Management Software Limi
Digital Motorworks, Inc.

Employease, Inc

VirtualEdge, Inc

EXHIBIT 21

Jurisdiction ol

Incorporatior
New Jerse

Delaware
Belgium
Brazil
New Jerse
China
Canads
Canads
Delaware
Denmark
Germany
France
Italy
United Kingdon
Germany
France
France
France
Netherland:
United Kingdon
France
Netherland:
Delaware
Vermont
Netherland:
Delaware
United Kingdon
Delaware
Delaware
Delaware
Delaware
Colorado
Delaware
Spain
Florida
China
Australia
United Kingdon
Wisconsin
Germany
United Kingdon
Texas
Delaware
Delaware

In accordance with Item 601(b)(21) of RegulatioK,.3he Company has omitted the names of particuasidiaries because the unnamed
subsidiaries, considered in the aggregate as &snfsidiary, would not have constituted a sigaifit subsidiary as of June 30, 2008.




EXHIBIT 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniReggion Statement Nos. 33-46168, 333-10281, 38371, 333-103935, 333-110395, 333-
110393, 333-110392, 333-146564, 333- 146565 anelld3377 on Form S-8 of our report dated August22®8, relating to the consolidated
financial statements and financial statement sdeeafuAutomatic Data Processing, Inc., and theatifeness of Automatic Data Processing, Inc.’s
internal control over financial reporting (whichpegsses an unqualified opinion and includes araggdbry paragraph regarding the Company’s
adoption of Financial Accounting Standards Boatédrpretation No. 48, “Accounting for Uncertaintylimcome Taxes—An Interpretation of FASB
Statement No. 109,” effective July 1, 2007, theoggition and disclosure provisions of Statemerfiofncial Accounting Standards No. 158,
“Employers’ Accounting for Defined Benefit Pensiand Other Postretirement Plans—an amendment of F&t8@&ments No. 87, 88, 106, and 132
(R),” effective June 30, 2007, and Staff Accountigletin No. 108, “Considering the Effects of Rrivear Misstatements when Quantifying
Misstatements in Current Year Financial Statemeaffgctive July 1, 2006) appearing in this Ann&aport on Form 10-K of Automatic Data
Processing, Inc. for the year ended June 30, 2008.

/s/ Deloitte & Touche LLP

New York, New York
August 29, 2008




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

2. Based on my knowledge, this report does notaiom@ny untrue statement of a material fact or éndtate a material fact necessary to make the
statements made, in light of the circumstancesmunwtich such statements were made, not misleaditigrespect to the period covered by this
report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material respects the
financial condition, results of operations and céaivs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’s other certifying officer(s) dnake responsible for establishing and maintaimiisglosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 15d-15
(f)) for the registrant and have:

(a) Designed such disclosure controls and procegorecaused such disclosure controls and procedaitee designed under our supervision, to
ensure that material information relating to thgisgant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financédarting, or caused such internal control overrfaia reporting to be designed under our
supervision, to provide reasonable assurance rieggttoe reliability of financial reporting and tipeeparation of financial statements for exte
purposes in accordance with generally accepteduatiog principles;

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presenteisi report our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change in thesggnt’s internal control over financial reportithgit occurred during the registrathost recer
fiscal quarter (the registrastfourth fiscal quarter in the case of an annyabr® that has materially affected, or is reasondikély to materially
affect, the registrant’s internal control over ficéal reporting; and

5. The registrant’s other certifying officer(s) andiave disclosed, based on our most recent evaituaf internal control over financial reporting, t
the registrant’s auditors and the audit committeth® registrant’s board of directors (or persoadqgrming the equivalent functions):

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

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmtifiole in the registrant’s internal
control over financial reporting.

Date: August 29 , 2008

/sl Gary C. Butler
Gary C. Butler

President and Chief Executive Officer




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

2. Based on my knowledge, this report does notaiom@ny untrue statement of a material fact or éndtate a material fact necessary to make the
statements made, in light of the circumstancesmunwtich such statements were made, not misleaditigrespect to the period covered by this
report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material respects the
financial condition, results of operations and céaivs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’s other certifying officer(s) dnake responsible for establishing and maintaimiisglosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 15d-15
(f)) for the registrant and have:

(a) Designed such disclosure controls and procegorecaused such disclosure controls and procedaitee designed under our supervision, to
ensure that material information relating to thgisgant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financédarting, or caused such internal control overrfaia reporting to be designed under our
supervision, to provide reasonable assurance rieggttoe reliability of financial reporting and tipeeparation of financial statements for exte
purposes in accordance with generally accepteduatiog principles;

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presenteisi report our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change in thesggnt’s internal control over financial reportithgit occurred during the registrathost recer
fiscal quarter (the registrastfourth fiscal quarter in the case of an annyabr® that has materially affected, or is reasondikély to materially
affect, the registrant’s internal control over ficéal reporting; and

5. The registrant’s other certifying officer(s) andiave disclosed, based on our most recent evaituaf internal control over financial reporting, t
the registrant’s auditors and the audit committeth® registrant’s board of directors (or persoadqgrming the equivalent functions):

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

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmtifiole in the registrant’s internal
control over financial reporting.

Date: August 29 , 2008

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




EXHIBIT 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Autatic Data Processing, Inc. (the “Company”) on FAG¥K for the fiscal year ending June 30,
2008 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), |, GaryBOtler, President and Chief Executive
Officer of the Company, certify, pursuant to 18 IC.S§ 1350, as adopted pursuant to § 906 of thiea®as-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgfeAct of 1934; and

(2) The information contained in the Report faphgesents, in all material respects, the finan@aldition and results of operations of the
Company.

/sl Gary C. Butler
Gary C. Butler

President and Chief Executive Officer
Date: August 29 , 2008




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

In connection with the Annual Report of Autatic Data Processing, Inc. (the “Company”) on FAG¥K for the fiscal year ending June 30,
2008 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), |, Clujdter R. Reidy, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 135(dapted pursuant to § 906 of the Sarbanes-Oxlep®2002, that:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgfeAct of 1934; and

(2) The information contained in the Report faphgesents, in all material respects, the finan@aldition and results of operations of the
Company.

/sl Christopher R. Reidy
Christopher R. Reidy
Chief Financial Officer
August 29 , 2008




