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Part |
Item 1. Business
General

Incorporated in Delaware in 1961, AutomatiddBrocessing, Inc. (together with its subsidiari@®P” or the “Company”) is one of the
world’s largest providers of business outsourciolgitions. Leveraging over 60 years of experiendePA offers a wide range of human
resource (HR), payroll, tax and benefits admintairasolutions from a single source. ADP is aldealing provider of integrated computing
solutions to auto, truck, motorcycle, marine, ratimal vehicle, and heavy equipment dealers througthe world. ADP’s mission is to
power organizations with insightful solutions tiaitve business success.

The Company’s Annual Reports on Form 10-K, QuartBeports on Form 10-Q, Current Reports on Form, &lKamendments to those
reports, and the Proxy Statement for its Annual tihgeof Stockholders are made available, free afrgh, on its website at www.adp.cam
soon as reasonably practicable after such repoagehbeen filed with or furnished to the Securitied Exchange Commission.

Segments of Business

The Company’s reportable segments are: Employeticesy, Professional Employer Organization (PEOYi8es, and Dealer Services.
For financial information by segment and by geofiajarea, see Note 18 of the “Notes to Consolid&iedncial Statements” contained in
this Annual Report on Form 10-K. A brief descriptiof each reportable segment’s operations is peavizklow.

Employer Services

Employer Services offers a comprehensive rangePfrifbrmation, payroll processing, time and lab@nagement, and tax and benefits
administration solutions and services, includirsglttional and Web-based outsourcing solutions, dBaist employers in the United States,
Canada, Europe, South America (primarily Braziljsk&alia and Asia to staff, manage, pay and retain employees. As of June 30, 2011,
Employer Services assisted approximately 537,008l@mars with approximately 628,0@@&yrolls. Employer Services markets these solu
and services through its direct marketing salesfared, on a limited basis, through indirect salesaels, such as marketing relationships
with banks and accountants, among others. In f3@al, 80% of Employer Services’ revenues were filoenUnited States, 13% were from
Europe, 5% were from Canada and 2% were from Séotbrica (primarily Brazil), Australia and Asia.

United States

Employer Services’ approach to the market is tochnatients’ needs to the solutions and serviceswtilbbest meet their expectations. To
facilitate this approach, in the United States, Exygr Services is comprised of the following marfating groups: Small Business Services
(SBS) (serving primarily organizations with fewbhah 50 employees); Major Account Services (serpiignarily organizations with between
50 and 999 employees); and National Account Ses\iserving primarily organizations with 1,000 orrm@mployees). In addition, the
Added Value Services division of Employer Servipesvides services to clients across all three e$¢hgroups.

ADP provides payroll services that include the pregion of client employee paychecks, electronieaideposits and stored value pay
cards, along with employee pay statements, sumpgpojtiurnals, summaries and management reports. #&Psupplies the quarterly and
annual social security, medicare and federal, statklocal income tax withholding reports requitedbe filed by employers. ADP enables its
largest clients to interface their major enterpriesgource planning (ERP) applications with ADP’$sourced payroll services. For those
companies that choose to process payroll in-hcAB®, delivers stan@dlone services such as payroll tax filing, chedhtprg and distributior
yearend tax statementd.€., Form W-2), wage garnishment services, RetirerBenvices, Talent Solutions, Benefit Services, aingeTand
Labor Management Services. In fiscal 2011, ADP &sached its ADP Mobile Solutions application, alhives our clients’ employees
access to their vital HR, payroll, and benefit®infation via multiple smartphone platforms.
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In order to address the growing business pooatsourcing (BPO) market for clients seeking &immesource information systems and
benefit outsourcing solutions, ADP offers its imetg@d comprehensive outsourcing services (COSJisnlthat allows larger clients to
outsource to ADP their HR, payroll, payroll admtragion, employee service center, benefits adnratisin, and time and labor management
functions. For mid-sized clients, ADP Workforce N&Womprehensive Services provides integrated toasechnology to support payroll,
a full-featured benefits administration solutiorR lguidance and HR administration needs from reowiit to retirement. ADP also offers
ADP Resourc@, an integrated, flexible HR and payroll servicgeahg for smaller clients that provides a menwpfional services, such as
401(k), FSA and a comprehensive Pay-by-Paprkers’ compensation payment program.

ADP’s Added Value Services division includes thidfeing businesses: Compliance and Payment Solsif@APS) (formerly known as
Tax and Financial Services), Insurance Services$,Tarx Credit Services. These businesses primarppart SBS, Major Account Services
and/or National Account Services, and their ses/e® sold through those businesses, as well dedigated sales teams and via marketing
arrangements with alliance partners.

e CAPS offers a host of full outsourcing services]uding payroll tax, garnishment processing, payinpeocessing and unemployment
compensation management. CAPS also offers wagkcetion services through a resale arrangement avitiird party. In addition,
CAPS offers software-as-a-service solutions inelgdiales and use tax processing and filing, armhzated accounts payable
processing. As part of CAPS’ payroll tax servid@APS collects and processes federal, state antdaygeoll taxes on behalf of, and
from, ADP clients and remits these taxes to the@mate taxing authorities. This business provide®lectronic interface between
ADP clients and over 8,100 federal, state and l@ahgencies in the United States, from the IrtleRevenue Service to local
governments. In fiscal 2011, CAPS in the Unitede&itrocessed and delivered approximately 47 milimployee year-end tax
statements and over 39 million employer payrollretarns and deposits, and moved $1.2 trillionlient funds to taxing authorities
and its clientsemployees via electronic transfer, direct depasitt ADPCheck™. CAPS is also responsible for thieiefft movemer
of information and funds from clients to third pastthrough service offerings such as new hirenteqn TotalPay? payroll check
(ADPCheck), full service direct deposit (FSDD), atdred value payroll card (TotalP&¢ard).

e Insurance Services provides a comprehensive Paalgyworkers’ compensation payment program andugirédutomatic Data
Processing Insurance Agency, Inc., offers workerspensation and group health insurance to smalh@desized clients.

e Tax Credit Services provides job tax credit servittgat assist employers in the identification of] &ling for, federal, state and local
tax credits and other incentives based on geograjg@mgographics and other criteria, and includesti@ipn of incentive packages
with applicable governmental agencies.

Employer Services also provides the following sohs and services:

e Retirement Services provides recordkeeping aneélated administrative services to primarily smalll anid-sized clients with respect
to various types of retirement (primarily 401(kJda®IMPLE IRA) plans, deferred compensation plars ‘@nemium only” cafeteria
plans.

e Talent Solutions includes Screening and SelectmmwiSes, Applicant Management Services, 1-9 Sesjiaad Talent Management
solutions. Screening and Selection Services previdekground checks, reference verifications andRinelp desk. Applicant
Management Services provides employers with a Wabed solution to manage their talent througharit ttiecycle. 1-9 Services
provides electronic processing, storing and tragkihemployment eligibility verification formsi(., Form 1-9). Talent Management
solutions, which ADP provides both through its osemvices and through resale arrangements with plairtles, include Compensation
Management, Performance Management, Learning Mamage and Succession Planning.
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e Benefit Services provides benefits administratioross all market segments, including managemeopei enrollment and ongoing
enrollment of benefits, and leave of absence, COBRAFSA administration.

e Time and Labor Management Services provides saisiior employers to capture, calculate and repopleyee time and attendance.

ADP made several acquisitions in fiscal 20adluding MasterTax, a leading provider of do-ituyself payroll tax filing software, and
AdvancedMD®, a leading provider of cloud-based medical practanagement and electronic health records sofution

International

Employer Services has a growing presence outsitleedfinited States, where it offers solutions anlihsis of both geographic and
specific client business needs. In fiscal 2011, ADRtinued to expand its GlobalVieioffering, making it available in 41 countries.
GlobalView is built on the SAP ERP Human Capital Management and the SAP NetWégdatform and offers multinational and global
companies an end-to-end outsourcing solution emgustiandardized payroll processing and human res@dministration. As of the end of
fiscal 2011, 105 clients had contracted for Glohei/services, with approximately 934,000 employleeisg processed. Upon completing the
implementation for all these clients, ADP expeotbé¢ providing GlobalView services to over 1.6 il employees.

ADP also offers in-country “best of breepgdyroll and human resource outsourcing solutioristh small and large clients in over a dc
foreign countries. In each of Canada and Europe? Adxhe leading provider of payroll processinglfiding full departmental outsourcing)
and human resource administration services. WHhirope, Employer Services has business operatigoposting its in-country solutions in
eight countries: France, Germany, Italy, the Na#mals, Poland, Spain, Switzerland and the Unitedhlom. It also offers services in Ireland
(from the United Kingdom) and in Portugal (from 8paln South America (primarily Brazil), Australend Asia (primarily China), ADP
provides traditional service bureau payroll sersj@nd also offers full departmental outsourcingafroll services. ADP also offers wage
tax collection and remittance services in Canaualnited Kingdom and the Netherlands.

Through its ADP Streamlin®offering, which is available in 70 countries (40vdifich are countries in which ADP also offers its
GlobalView services), ADP also offers a single paficontact for payroll processing and human resmadministration services for
multinational companies with small and mid-size@mions. At the end of fiscal 2011, ADP Streamliies used by 384 multinational
companies with approximately 107,000 employeesgpincessed.

In fiscal 2011, ADP strengthened its position ad\itby acquiring Byte Software House S.p.A., alidtabased provider of payroll,
personnel administration, time management and huesources products.

Professional Employer Organization Services

In the United States, ADP’s TotalSouf®é, the Company’s PEO business, provides approximét&o clients with comprehensive
employment administration outsourcing solutiongtigh a co-employment relationship whereby we andespective clients co-employ the
employees who work at the client’s location (“watksemployees”). These comprehensive solutionsidelpayroll, payroll tax filing, HR
guidance, 401(k) plan administration, benefits adstiation, compliance services, health and wotl@mpensation coverage and other
supplemental benefits for employees. ADP’s TotalBels the largest PEO in the United States basddeonumber of paid worksite
employees. ADP’s TotalSource has 54 offices locatétB states and serves approximately 241,000siterkmployees in all 50 states.
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Dealer Services

Dealer Services provides integrated dealerag@ament systems (such a system is also known indhstry as a “DMS”), digital
marketing solutions, and other business managesatutions to auto, truck, motorcycle, marine, raticmal vehicle (RV) and heavy
equipment retailers in North America, Europe, Adrithe Middle East and the Asia Pacific region. dapgmately 25,000 auto, truck,
motorcycle, marine, RV and heavy equipment retgiilemearly 100 countries use ADP’s DMS productisepsoftware applications,
networking solutions, data integration, consult@mgl/or digital marketing services.

Clients use ADP’s DMS solutions to manage corerimss activities such as accounting, inventory mamagt, factory communications,
appointment scheduling, vehicle financing and iasge, sales and service. In addition to its DM&tamis, Dealer Services offers its clien
full suite of additional integrated applicationsaddress each department and functional area afethlership, including customer relationship
management (CRM) applications, front-end salesmaarketing/advertising solutions, and an IP Telephamone system fully-integrated into
the DMS to help dealerships drive sales process#dasiness development initiatives. Dealer Sesvidso provides its dealership clients
computer hardware, hardware maintenance servigftgjase support, system design and network comgufiervices.

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

In August 2010, ADP acquired The Cobalt Group (®ba leading provider of digital marketing sotuts and services to the automotive
industry, including websites, sales leads, emadreh, display and social media marketing and me&magt services. These solutions are sold
both as retail network marketing platforms in cawjion with the manufacturers of ten leading auttimecbrands, as well as directly to auto
dealerships and regional dealer associations. €8pabvides marketing solutions and services to neaalf/of the auto dealerships in the
United States, as well as to auto dealers in CaaadaMexico. In November 2010, ADP also acquireavKii-based PACC, a long-time
distributor of ADP’s international dealer managetr®ystem, Autolin€ , in the Middle East region.

Dealer Services offers comprehensive training amginess process consulting services for many dflissness solutions. AD®DMS anc
other software solutions are available as “on-saj@jlications installed at the dealership or adiegpon service provider (ASP) managed
services solutions (in which clients outsourcerthdormation technology management activities &al@r Services).

Markets and Marketing Methods

Employer Services offers services in the UnitedeStaCanada, Europe, South America (primarily Bya&ustralia and Asia. PEO
Services are offered exclusively in the United &abDealer Services has offerings in North Ameiiaappe, Africa, the Middle East and the
Asia Pacific region. In select emerging marketsalBeServices uses distributors to sell, implenagt support ADP’s solutions.

None of ADP’s major business groups has a singhedgznous client base or market. Employer Serviod$P&£O Services have clients
from a large variety of industries and markets.hiithis client base are concentrations of cliemispecific industries. Dealer Services
primarily serves automobile dealers, which in toray be dependent on a relatively small number tf manufacturers, but also serves truck,
powersports {.e., motorcycle, marine and recreational) and heawpagent dealers, auto repair shops, used cardiat® departments of
motorvehicles and manufacturers of automobiles and sugkiployer Services also sells to auto dealersle/gbncentrations of clients exi
no one client or industry group is material to ABBVerall revenues.
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Historically ADP’s businesses have not beegrlgvsensitive to price changes, although in threezit economic conditions we have
observed, among some clients and groups of cliantsnpact on sensitivity to pricing and demandX&dP’s services. ADP enjoys a
leadership position in each of its major serviderrigs and does not believe any major serviceusimess unit in ADP is subject to unique
market risk.

Competition

The industries in which ADP operates are highly petitive. ADP knows of no reliable statistics byiahit can determine the number of
its competitors, but it believes that it is ondtwd largest providers of business outsourcing gwistin the world. Employer Services and PEO
Services compete with other independent busings®orcing companies, companies providing enterpaseurce planning services, softw
companies and financial institutions. Captive inud® functions, whereby a company installs and ¢pgits own business processing
systems, are another competitive factor in thestries in which Employer Services and PEO Servapesate. Dealer Services’ competitors
include full service DMS providers such as The Régs & Reynolds Company (Dealer Servicksgest DMS competitor in the United Ste
and Canada), DealerTrack, Inc., and companies girgyapplications and services that compete withl®eServices’ non-DMS applications
and services.

Competition in ADP’s industries is primarily basewl service responsiveness, product quality ane&pADP believes that it is very
competitive in each of these areas and that thera@material negative factors impacting ADP’s petitive position.

Clients and Client Contracts

ADP provides its services to about 570,000 clieimdiscal 2011, no single client or group of afted clients accounted for revenues in
excess of 2% of annual consolidated revenues.

Our business is typically characterized by ldagn client relationships that result in recurriegenue. ADP is continuously in the proc
of performing implementation services for new d#ermepending on the service agreement and/olizee§the client, the installation or
conversion period for new clients could vary frorshart period of time (as little as 24 hours) forSBS client to a longer period (generally
six to twelve months) for a National Account Seed®r Dealer Services client with multiple delivdes, and in some cases may exceed two
years for a large GlobalView client or other largemplicated implementation. Although we monitdesahat have not yet been billed
installed, we do not view this metric as matenilight of the recurring nature of our businessisTit not a reported number, but it is used by
management as a planning tool relating to resoureeded to install services, and a means of asgessi performance against the
installation timing expectations of our clients.

ADP’s average client retention is estimated at appratétp 11 years in Employer Services, approximabefgars in PEO Services and
or more years in Dealer Services, and has notd/argnificantly from period to period.

ADP’s services are provided under written pricetgtions or service agreements having varying temusconditions. No one price
guotation or service agreement is material to ADP.

Systems Development and Programming

During the fiscal years ended June 30, 2011, 268809, ADP invested $674 million, $614 millionda$588 million, respectively, fro
continuing operations, in systems development andrpmming, migration to new computing technologied the development of new
products and maintenance of our existing technelkgdncluding purchases of new software and soétweenses.

7




Product Development

ADP continually upgrades, enhances and expasdsisting solutions and services. Generallynaw solution or service has a significant
effect on ADP’s revenues or negatively impacteiisting solutions and services, and ADP’s solitiand services have significant
remaining life cycles.

Licenses

ADP is the licensee under a number of agreementofoputer programs and databases. ADP’s busiaess dependent upon a single
license or group of licenses. Third-party licengegents, trademarks and franchises are not miai@AdP’s business as a whole.

Number of Employees
ADP employed approximately 51,000 persons as of 3in 2011.

Iltem 1A. Risk Factors

Our businesses routinely encounter and address,riskme of which may cause our future results wifferent than we currently
anticipate. Risk factors described below represemtcurrent view of some of the most importantsifdcing our businesses and are
important to understanding our business. The fdlgwnformation should be read in conjunction witlanagement’s Discussion and
Analysis of Financial Condition and Results of Ggiems, Quantitative and Qualitative DisclosuresobMarket Risk and the consolidat
financial statements and related notes includetthis Annual Report on Form -K. This discussion includes a number of forwarakiog
statements. You should refer to the descriptidgh@fjualifications and limitations on forward-lookj statements in the first paragraph under
Managemer's Discussion and Analysis of Financial ConditiamdaResults of Operations included in this Annugdd®eon Form 10-K.

Unless otherwise indicated or the context otherwésgiires, reference in this section to “we,” “oytsus” or similar terms means ADP,
together with its subsidiaries. The level of impare of each of the following risks may vary frametto time, and any of these risks may
have a material effect on our business.

Changes in laws and regulations may decrease ourvenues and earnings

Portions of ADP’s business are subject to goverrnaleagulations. Changes in laws or governmentallegions may decrease our
revenues and earnings and may require us to clithageanner in which we conduct some aspects obasiness. For example, a change in
regulations either decreasing the amount of taxée twithheld or allowing less time to remit taxegovernment authorities would adversely
impact interest income from investing client fulgore such funds are remitted to the applicabdmgpauthorities or client employees.
Changes in taxation requirements in the UnitedeStat in other countries could adversely affectaftective tax rate and our net income.
Changes in laws that govern the co-employment genaent between a professional employer organizatiohits worksite employees may
require us to change the manner in which we conslutte aspects of our PEO business.

Security and privacy breaches may hurt our business

We store electronically personal information abamwt clients and employees of our clients. In additiour retirement services systems
maintain investor account information for retirernplans. We have security systems and procedunglade that are designed to protect
against any unauthorized access to such informatlowever, there is still a risk that the secusiggtems and procedures that we maintain
may not be successful in protecting against alisgcbreaches. Any significant violations of datavacy could result in the loss of business,
litigation and regulatory investigations and peealthat could damage our reputation, and the dgraivour business could be adversely
affected.




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

Many of our businesses are highly dependent orability to process, on a daily basis, a large nunatbeomplicated transactions. We r
heavily on our payroll, financial, accounting arttler data processing systems. If any of these sigstails to operate properly or becomes
disabled even for a brief period of time, we cosudfer financial loss, a disruption of our busiressdiability to clients, regulatory interventi
or damage to our reputation. We have disaster srgquans in place to protect our businesses aga#tsral disasters, security breaches,
military or terrorist actions, power or communicatifailures or similar events. Despite our prepanat our disaster recovery plans may not
be successful in preventing the loss of client dsgavice interruptions, disruptions to our openagi or damage to our important facilities.

If we fail to adapt our technology to meet client reds and preferences, the demand for our servicesagndiminish

Our businesses operate in industries that are cubjeapid technological advances and changireptheeds and preferences. In order to
remain competitive and responsive to client demawdscontinually upgrade, enhance and expand astimx solutions and services. If we
fail to respond successfully to technology chalkesighe demand for our services may diminish.

Political and economic factors may adversely affeaur business and financial results

Trade, monetary and fiscal policies, and politexadl economic conditions may substantially change caedit markets may experience
periods of constriction and volatility. When théea slowdown in the economy, employment levelsiatatest rates may decrease with a
corresponding impact on our businesses. Clientsnewgt to worsening conditions by reducing theergfing on payroll and other
outsourcing services or renegotiating their contgragth us. In addition, the availability of finaing, even to borrowers with the highest credit
ratings, may limit our access to short-term debtkais to meet liquidity needs required by our EmiploServices business.

We invest our client funds in liquid, investmentde marketable securities, money market secusatidther cash equivalents.
Nevertheless, our client fund assets are subjepteral market, interest rate, credit, and liquidsks. These risks may be exacerba
individually or in unison, during periods of unustinancial market volatility.

We are dependent upon various large banks to exédaitbmated Clearing House and wire transfers gsopaur client payroll and tax
services. While we have contingency plans in pfacdank failures, a systemic shutdown of the bagkndustry would impede our ability to
process funds on behalf of our payroll and taxisesvclients and could have an adverse impact ofirancial results and liquidity.

We derive a significant portion of our revenues apdrating income from affiliates operating in ngdr8. dollar currency environments
and, as a result, we are exposed to market risk éfeanges in foreign currency exchange rates thdt émpact our consolidated results of
operations, financial position or cash flows.

Change in our credit ratings could adversely impacbur operations and lower our profitability

The major credit rating agencies periodically easduour creditworthiness and have consistentlyrgusetheir highest long-term debt and
commercial paper ratings. Failure to maintain legddit ratings on long-term and sheeti debt could increase our cost of borrowinguoce
our ability to obtain intra-day borrowing requireg our Employer Services business, and ultimatedice our client interest revenue.
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We may be unable to attract and retain qualified pesonnel

Our ability to grow and provide our clientstveompetitive services is partially dependent onability to attract and retain highly
motivated people with the skills to serve our diseitCompetition for skilled employees in the outsing and other markets in which we
operate is intense and if we are unable to attnadtretain highly skilled and motivated personregplts from our operations may suffer.

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

ADP owns 13 of its processing/print centers, an@t®@r operational offices, sales offices andaporate headquarters complex in
Roseland, New Jersey, which aggregate approximai@y2,205 square feet. None of ADP’s owned faedlits subject to any material
encumbrances. ADP leases space for some of itegsing centers, other operational offices and sdfiees. All of these leases, which
aggregate approximately 5,833,131 square feet mthMamerica, Europe, South America (primarily BiazAsia, Australia and Africa, expire
at various times up to the year 2036. ADP beligtzefacilities are currently adequate for theieimied purposes and are adequately
maintained.

Item 3. Legal Proceedings

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

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 common st(sgknbol: ADP) is the NASDAQ Global Select MarkEhe following table sets
forth the reported high and low sales prices of@benpany’s common stock reported on the NASDAQ @l&elect Market and the cash
dividends per share of common stock declared, duhia past two fiscal years. As of June 30, 2dret were 43,453 holders of record of
Company’s common stock. As of such date, 352,7%®%iadal holders held their common stock in “streame.”

Price Per Share Dividends
High Low Per Share
Fiscal 2011 quarter ended:
June 30 $ 5512 $ 50.8- $ 0.36(
March 31 $ 515C $ 46.7¢ $ 0.36(
December 31 $ 4717 $ 41.5( $ 0.36(
September 30 $ 427: $ 3841 % 0.34(
Fiscal 2010 quarter ended:
June 30 $ 457/ $ 39.2%* S 0.34(
March 31 $ 452 $ 39.7- $ 0.34(
December 31 $ 445(C $ 38.5] $ 0.34(
September 30 $ 404/ $ 3320 $ 0.33(

*  Excludes trading on May 6, 2010, during which a kales price of $26.46 was reported.
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Issuer Purchases of Equity Securities

(@)

(b)

(©)
Total Number
of Shares
Purchased as Part
of the Publicly

(d)
Maximum
Number of Shares
that may yet be
Purchased under

Announced the Common
Total Number of Average Price Common Stock StocklRehase

Period Shares Purchased (1) Paid per Share ReparBten (2) Plan (2)
April 1, 2011 to 9,17(C $54.32 - 24,959,45
April 30, 2011
May 1, 2011 to 6,400,56! $53.93 6,400,001 18,559,45
May 31, 2011
June 1, 2011 to 4,000,15: $53.22 4,000,00! 49,559,45
June 30, 2011
Total 10,409,88 10,400,00

(1) Pursuant to the terms of the Company'’s restrictecksprogram, the Company purchased 9,170 sharesydiipril 2011, 565 shares
during May 2011, and 152 shares during June 2Glheahen market value of the shares in connegtitinthe exercise by employees
of their option under such program to satisfy dartax withholding requirements through the delivef shares to the Company instt
of cash.

(2) The Company received the Board of Directors’ apptoe repurchase shares of the Company’s commak sfollows:

Date of Approve Shares
March 2001 50 million
November 200: 35 million
November 200! 50 million
August 2006 50 million
August 2008 50 million
June 2011 35 million

There is no expiration date for the common stogkirehase plan.
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Performance Graph

The following graph compares the cumulatiteme on the Company’s common stgejfor the most recent five years with the cumulative
return on the S&P 500 Index and a Peer Group Iggeassuming an initial investment of $100 on June2B05, with all dividends
reinvested.

il Binrto Data Pr L, Ino. -— = BAF 00 = = 3 = =« Paar Group

(@ On March 30, 2007, the Company completed the sfiinfdts former Brokerage Services Group businessnprised of Brokerage
Services and Securities Clearing and Outsourcimgi&ss, into an independent publicly traded compeadied Broadridge Financial
Solutions, Inc. The cumulative returns of the Comy’s common stock have been adjusted to reflect tim-off.

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

Insperity, Inc. (formerly named Administaff, Ipc. Paychex, Inc.

Computer Sciences Corporation The Ultimate Software Group, Inc.
Global Payments Inc. Total System Services, Inc.

Intuit Inc. The Western Union Company

Hewitt Associates, Inc. was acquired in 2010 and weanoved from the Peer Group Index
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Item 6. Selected Financial Data

The following selected financial data is deriveshfrour consolidated financial statements and shioalcead in conjunction with the
consolidated financial statements and related nbtasagement’s Discussion and Analysis of FinarnCiahdition and Results of Operations,
and Quantitative and Qualitative Disclosures Abdatket Risk included in this Annual Report on FattK.

(Dollars and shares in millions, except per shaneunts)

Years ended June 30, 2011 2010 2009 2008 2007
Total revenues $ 9,879.t $ 8,927. $ 8,838.¢ $ 8,733.7 $ 7,769.¢
Total costs of revenues $ 5,731. $ 5,029.° $ 4,822." $ 4,657.. $ 4,067.¢
Gross profit $ 4,148.( $ 3,898.( $ 4,015.° $ 4,076.% $ 3,702.:
Earnings from continuing operations before incomes $ 1,932.7 $ 1,863.. $ 1,900.: $ 1,803.¢ $ 1,622.7
Net earnings from continuing operatic $ 1,254.; $ 1,207.: $ 1,325.: $ 1,155.° $ 1,020.%
Basic earnings per share from continuing operations $ 2.54 $ 2.41 $ 2.6 $ 2.22 $ 1.8€
Diluted earnings per share from continuing operetio $ 2.52 $ 2.4C $ 2.62 $ 2.1¢ $ 1.8¢
Basic weighted average shares outstanding 493.t 500.t 503.2 521.t 549.7
Diluted weighted average shares outstanding 498.2 503.7 505.¢ 527.% 557.¢
Cash dividends declared per share $ 1.420( $ 1.350( $ 1.280( $ 1.100( $ 0.875(
Return on equity from continuing operations (Note 1 21.8% 22.0% 25.5% 22.€% 18.2%
At year end:

Cash, cash equivalents and marketable securities $ 1,523.% $ 1,775t $ 2,388.! $ 1,660.: $ 1,884.¢
Total assets $ 34,238. $ 26,862. $ 25,351. $ 23,734. $ 26,648.
Obligation under commercial paper borrowing $ = $ = $ 730.( $ = $ =
Long-term debt $ 34.2 $ 39.¢ $ 427 $ 52.1 $ 43.t
Stockholders’ equity $ 6,010.¢ $ 5,478.¢ $ 5,322.¢ $ 5,087.: $ 5,147.¢

Note 1. Return on equity from continuing operatibas been calculated as net earnings from contraperations 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 statementgenfaom time to time by ADP may contain “forwardslang statements” within the meaning
of the Private Securities Litigation Reform Actk§95. Statements that are not historical in natmd,which may be identified by the use of
words like “expects,” “assumes,” “projects,” “anfiates,” “estimates,” “we believe,” “could be” anther words of similar meaning, are
forward-looking statements. These statements aedoan management’s expectations and assumptidrerasubject to risks and
uncertainties that may cause actual results terdiffaterially from those expressed. Factors thaldcoause actual results to differ materially
from those contemplated by the forward-lookingestants include: ADP’s success in obtaining, retgind selling additional services to
clients; the pricing of services and products; ¢jeanin laws regulating payroll taxes, professi@mployer organizations and employee
benefits; overall market and economic conditionsluding interest rate and foreign currency tremgdsypetitive conditions; auto sales and
related industry changes; employment and wagedeebhnges in technology; availability of skillethnical associates, and; the impact of
new acquisitions and divestitures. ADP disclaimg @loligation to update any forward-looking statetsewhether as a result of new
information, future events or otherwise. Thesesiakd uncertainties, along with the risk factoszdssed above under “ltem 1A. Risk
Factors,” should be considered in evaluating amydiod-looking statements contained herein.

DESCRIPTION OF THE COMPANY AND BUSINESS SEGMENTS

ADP is one of the world’s largest providers of Imesis outsourcing solutions. Leveraging over 60s/ebexperience, ADP offers a wide
range of human resource (“HR”), payroll, tax anddfés administration solutions from a single seur&DP is also a leading provider of
integrated computing solutions to auto, truck, motole, marine, recreational vehicle (“RV”) and nge&quipment dealers. The Company’s
reportable segments are: Employer Services, PE@cBsrand Dealer Services. A brief descriptionadhesegment’s operations is provided
below.

Employer Services

Employer Services offers a comprehensive rangePofriformation, payroll processing, time and laba@magement, and tax and benefits
administration solutions and services, includirsglitional and Web-based outsourcing solutions, asaist employers in the United States,
Canada, Europe, South America (primarily Braziljsk&alia and Asia to staff, manage, pay and retasin employees. As of June 30, 2011,
Employer Services assisted approximately 537,008l@yars with approximately 628,000 payrolls. Aslahe 30, 2010, Employer Services
assisted approximately 520,000 employers with apprately 614,000 payrolls. Employer Services catzgs its services as “payroll and
payroll tax” and “beyond payroll.” The payroll apdyroll tax business represents the Compangte payroll processing and payroll tax fil
business. The “beyond payroll” business repressarigces such as time and labor management, beadfiinistration, retirement
recordkeeping and administration, and HR admirtisinaservices. Within Employer Services, the Conypewllects client funds and remits
such funds to tax authorities for payroll tax fijiand payment services and to employees of pageolices clients.

PEO Services

PEO Services provides approximately 6,100 smallraadium sized businesses with comprehensive em@oiyadministration outsourcing
solutions through a co-employment relationshipluding payroll, payroll tax filing, HR guidance, (k) plan administration, benefits
administration, compliance services, health andkens compensation coverage and other supplemkeetadfits for employees. Workers’
compensation and employer’s liability deductiblenteursement protection is provided to PEO ServipeADP Indemnity, Inc. (“ADP
Indemnity”), a wholly-owned captive insurance compaf Automatic Data Processing, Inc. whose resfligperations are recorded in the “
Other ” segment. Premiums are charged to PEO S=rig ADP Indemnity in exchange for which ADP Inahéiy provides a policy to PEO
Services that reimburses all workers’ compensatimhemployer’s liability claim expense resultingrfr worksite employee claims up to a $1
million per occurrence retention. At the beginnafgeach policy period, ADP Indemnity establishes pnemium to be paid by PEO Services
required to satisfy the expected ultimate workesshpensation claims within the $1 million per oceunce retention based upon historical
loss experience and the expected workers’ compendass estimate as determined by an indepenatumdry. PEO Services has secured
specific per occurrence and aggregate stop lossugince from a wholly-owned and regulated inswaerier of American International
Group, Inc. (“AlG”) that covers all losses in exseax the $1 million per occurrence retention arsb@ny aggregate losses within the $1
million retention that collectively exceed a cemtével in each policy year. The cost of the peruoence and aggregate stop loss insurance i
paid by PEO Services directly to AlIG’s wholly-ownsabsidiary and is incremental to the premium paidDP Indemnity. ADP’'s PEO
Services business, TotalSouf®g, is the largest PEO in the United States basdtl@number of worksite employees. TotalSod¢bas 54
offices located in 23 states and serves approxignatd 000 worksite employees in all 50 states.
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Dealer Services

Dealer Services provides integrated dealer managtesystems (such a system is also known in thesingas a “DMS”), digital marketing
solutions, including website, sales leads, emadreh, display and social media marketing senacgsother business management solutions
to auto, truck, motorcycle, marine, RV and heawigapent retailers in North America, Europe, Souftida, the Middle East, and the Asia
Pacific region. Approximately 25,000 auto, truclgtorcycle, marine, RV and heavy equipment retailersearly 100 countries use our DMS
products, other software applications, networkiolgitions, data integration, consulting and/or dibgiharketing services. As of June 30, 2010,
Dealer Services provided DMS products to approxtye25,000 retailers in over 90 countries.

EXECUTIVE OVERVIEW

We are pleased with the strong results we achievéidcal 2011 coming out of a challenging yeafigtal 2010 and remain optimistic as we
continue to see strengthening in our core busimextel, significant improvements in our key businegdrics and strong growth from our
strategic acquisitions. Our continued investmergroduct innovation, sales force and client serhias had a positive impact and remains in
support of our five-point strategic growth programmich consists of:

e Strengthening the core business;

e Growing our differentiated HR Business Process @uting (“BPO”) offerings;
e Focusing on international expansion ;

e Entering adjacent markets that leverage the coe; a

e Expanding pretax margin

Consolidated revenues from continuing operatiorfisoal 2011 increased 11%, to $9,879.5 millioncaspared to $8,927.7 million in fiscal
2010. Earnings from continuing operations befomine taxes and net earnings from continuing operaincreased 4%. Diluted earnings
per share from continuing operations increasedt6%2.52 in fiscal 2011, from $2.40 per share sadi 2010, on fewer shares outstanding.
Fiscal 2010 included a favorable tax item that oedithe provision for income taxes by $12.2 milliBrcluding this favorable tax item in
fiscal 2010, net earnings from continuing operatiorcreased 5% and diluted earnings per share dmrtinuing operations increased 6%
from $2.37 to $2.52. In fiscal 2011 we continue@dance value to our shareholders by returningssxcash of $1.4 billion through
dividends and our share buyback program while ialéesting $776 million in new acquisitions.

Each of our business segments has continued tordgrate core strength. Employer Services’' revem@sased 8% to $6,861.7 million,
PEO Services’ revenues increased 17% to $1,543li@mind Dealer Servicesévenues increased 24% to $1,494.4 million in figéd 1. In
the United States, revenues from our traditiongr@hand beyond payroll Employer Services busieesgew 3% and 13%, respectively, in
fiscal 2011 aided in part by acquisitions. Paysquertrol, which represents the number of employsesur clients' payrolls as measured on a
same-store-sales basis utilizing a subset of 028000 payrolls of small to large businesses thateflective of a broad range of U.S.
geographic regions, increased 2.4 % for the tweleaths ended June 30, 2011. Our client retentiosl ontinued the improvement in trer
seen from fiscal 2010 with a gain of 1.2 percentagjets worldwide over last year’s level, endin@®@a for the year. The growth in PEO
Services’ revenues is primarily due to a 12% insega the average number of worksite employeesefisaw an increase in benefit costs and
state unemployment insurance rates. Dealer Serv@enues growth of 24% resulted mainly from tffeas of the Cobalt acquisition in
August 2010. Excluding the Cobalt acquisition, Re&ervices’ revenues grew 3%.

Employer Services’ and PEO Services’ new businales swhich represent annualized recurring reveangsipated from sales orders to new
and existing clients, grew 9% worldwide, to approately $1,082.1 million in fiscal 2011. Dealer Sees’ new business sales showed
continued strength with growth primarily as a résfithe recent acquisition of Cobalt.

Consolidated interest on funds held for clientsrdased approximately 0.5%, or $2.7 million, to $348illion from $542.8 million in fiscal
2010. The decrease in the consolidated intereftrafs held for clients resulted from the decreashé average interest rate earned to 3.2
fiscal 2011 as compared to 3.6 % in fiscal 201Gwiich decreases having been offset by 11% growahiérage client funds balances
resulting from our positive Employer Services mestri
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The safety, liquidity, and diversification of odrents’ funds are the foremost objectives of oweistment strategy. We continue to promote
this strategy by investing in a prudent and coret&rg manner in accordance with our investmentgirids with a predominant focus on
AAA/AA securities. Our investment portfolio doestrmmntain any asset-backed securities with undeglgollateral of sub-prime mortgages,
alternative-A mortgages, sub-prime auto loans ondnequity loans, collateralized debt obligatiormdlateralized loan obligations, credit
default swaps, asset-backed commercial paper,adi@g, auction rate securities, structured investruehicles, or non-investment-grade
fixed-income securities. We own senior tranchefixed rate credit card, rate reduction, and auémlasset-backed securities, secured
predominately by prime collateral. All collateral asset-backed securities is performing as expeletedidition, we own senior debt directly
issued by Federal Home Loan Banks, Federal Farmit®anks, Federal Home Loan Mortgage Corporatiéneddie Mac”) and Federal
National Mortgage Associatio“Fannie Mae”). We do not own subordinated debtfgrred stock, or common stock of any of these aigsnc
We do own AAA rated mortgage-backed securitiescivinepresent an undivided beneficial ownershipr@stiein a group or pool of one or
more residential mortgages. These securities dis@alized by the cash flows of 15-year and 38ryesidential mortgages and are
guaranteed by Fannie Mae and Freddie Mac as tiintiedy payment of principal and interest. Our ctiimds investment strategy is
structured to allow us to average our way througinterest rate cycle by laddering investmentstotitve years (in the case of the extended
portfolio) and out to ten years (in the case ofltmgy portfolio). This investment strategy is sugipd by our short-term financing
arrangements necessary to satisfy short-term fgmiquirements relating to client funds obligatidmsaddition, our strong long-term and
short-term credit ratings have helped us maintaintarrupted access to the U.S. commercial papekeha

Our financial condition and balance sheet remalid st June 30, 2011, with cash and cash equivalemd marketable securities of $1,523.7
million. Our net cash flows provided by operatiragities were $1,705.8 million in fiscal 2011, esmpared to $1,682.1 million in fiscal
2010. This increase in cash flows from fiscal 2@€d@scal 2011 was due to positive year over yearances in the timing of our tax related
estimated cash payments and receipts, offset thehigonus payments, and increased pension plariladitns. The increase in cash used in
investing activities is due to the timing of pursha of and proceeds from the sales or maturitiesaoketable securities, as compared to the
prior year. The increase in cash provided by fimagactivities is primarily due to the timing ofsdareceived and payments made related to
client funds, as compared to the prior year.

We have a strong business model with a high pemgenf recurring revenues, excellent margins, Hiléato generate consistent, healthy
cash flows, strong client retention, and low cdptgenditure requirements. Additionally, ADP hastinued to return excess cash to our
shareholders. In the last five fiscal years, weeh@duced the Company’s common stock outstandirappyoximately 13% through share
buybacks, partially offset by common stock issuedar employee stock-based compensation program$iaealso raised the dividend
payout per share for 36 consecutive years.
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RESULTS OF OPERATIONS
ANALYSIS OF CONSOLIDATED OPERATIONS

Fiscal 2011 Compared to Fiscal 2010

(Dollars in millions, except per share amounts)

Years ended June 30,

2011 2010 $ Changt % Change
Total revenues $ 9,879 $ 8,927 $ 951.¢ 11%
Costs of revenues:
Operating expenses 4,900.¢ 4,277.: 623.7 15%
Systems development and
programming costs 577.: 513.¢ 63.2 12%
Depreciation and amortization 253.¢ 238.¢ 14.¢ 6%
Total costs of revenues 5,731.! 5,029.° 701.¢ 14%
Selling, general and
administrative expenses 2,323.C 2,127« 195.¢ 9%
Interest expense 8.€ 8.€ - -
Total expenses 8,063.¢ 7,165.° 897.7 13%
Other income, net (116.6) (101.7) 15.4 15%
Earnings from continuing
operations before income taxes $ 1,932. $ 1,863. $ 69.! %
Margin 19.€% 20.%
Provision for income taxes $ 678.t $ 655.¢ $  22.¢ 3%
Effective tax rate 35.1% 35.2%
Net earnings fron
continuing operations $ 1,254. $ 1,207. $ 46.€ 4%
Diluted earnings per share
from continuing operations $ 2.52 $ 2.4C $ 0.1z 5%

Total Revenues

Our consolidated revenues increased 11% to $9,8@#libn in fiscal 2011, from $8,927.7 million instcal 2010, due to an increase in
revenues in Employer Services of 8%, or $485.0ionillto $6,861.7 million, PEO Services of 17%, 82%.1 million, to $1,543.9 million, at
Dealer Services of 24%, or $288.5 million, to $4.49million. In addition, revenues increased $1illion due to changes in foreign
currency exchange rates. Total revenue would hasreased approximately 6.3% without the impactoofussitions.

Total Expenses

Our total expenses in fiscal 2011 increased $88ilibn, to $8,063.4 million, from $7,165.7 milliom fiscal 2010. The increase in our
consolidated expenses was due to an increase iatopgeexpenses of $623.7 million, an increaseelting, general and administrative
expenses of $195.9 million and an increase in Bystevelopment and programming expenses of $63idmi

Our total costs of revenues increased 14%, to $%7/dillion in fiscal 2011, as compared to fisc8llR2 due to an increase in operating
expenses of $623.7 million and an increase in Bystdevelopment and programming expenses of $63idmi
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Operating expenses increased $623.7 million, or,d8%scal 2011 as compared to fiscal 2010 duga¢oincrease in revenues described
above, including the increases in PEO Servicesshwhas pass-through costs that are re-billableadich includes costs for benefits
coverage, workers’ compensation coverage and stemployment taxes for worksite employees. Thess-gf@ough costs were $1,182.2
million in fiscal 2011, which included costs forredits coverage of $937.8 million and costs for kews’ compensation and payment of state
unemployment taxes of $244.4 million. These passuifh costs were $988.5 million in fiscal 2010, ethincluded costs for benefits
coverage of $811.5 million and costs for workemhpensation and payment of state unemployment @b&%576.9 million. The increase in
operating expenses is also due to operating expeakded to businesses acquired of $230.6 mildon, higher expenses in Employer
Services of $47.4 million related to increased isereosts for investment in client-facing assocafedditionally, operating expenses
increased due to the settlement of a PEO Serviats snemployment matter that reduced operatingresgs $9.2 million in fiscal 2010.
Lastly, operating expenses increased $5.6 milliom td changes in foreign currency exchange rates.

Systems development and programming expenses sectéi$3.3 million, or 12%, in fiscal 2011 as coneglaio fiscal 2010, due to busines
acquired of $42.2 million and higher developmergenses.

Selling, general and administrative expenses ise@$195.9 million, or 9%, in fiscal 2011 as conaplato fiscal 2010. The increase in
expenses was due to higher selling expenses 08 $7iflion resulting from increases in headcountrqwéor year levels coupled with an
increase in selling, general and administrativeeegps of acquired businesses of $96.1 millionparease in stock-based compensation
expense of $5.9 million, and an increase in teagptelated security expenses of $8.1 million. Aiddally, selling, general and
administrative expenses increased $5.6 milliontdughanges in foreign currency rates.

Interest expense remained flat in fiscal 2011 aspaved to fiscal 2010. In both fiscal 2011 and 2@k6 Company’s average borrowings
under the commercial paper program were $1.6 hilla weighted average interest rates of 0.2%staf 2011 and 2010, the Company’s

average borrowings under the reverse repurchagggmowere approximately $505.2 million and $425illion, respectively, at weighted
average interest rates of 0.4% and 0.2%, respégtivhich resulted in an increase of $1.1 millioninterest expense.

Other I ncome, net

Years ended June 30, 2011 2010 $ Change

(Dollars in millions)

Interest income on corporate funds $ (88.€) $ (98.€) $ (10.0
Realized gains on available-for-sale securities (38.0 (15.0 23.C
Realized losses on available-for-sale securities 3.€ 13.4 9.8
Realized gains on investment in Reserve Fund (0.) (15.2) 14.9)
Impairment losses on available-for-sale securities - 14.4 14.4
Impairment losses on assets held for sale 11.7 - a1.%)
Net loss (gain) on sales of buildin 1.8 2.3 4.1
Other, net (2.4) (2.9 0.1
Other income, net $ (11690 $ (101) $ 15«

Other income, net, increased $15.4 million in fik@11 as compared to fiscal 2010. This increase wainly due to an increase in realized
gains on available-for-sale securities of $23.0iam| and a decrease in realized losses on avaif@otsale securities of $9.8 million, which
together increased other income, net, $32.8 mill&uch amounts were offset in fiscal 2011 by anBdillion impairment loss on assets t
for sale and a $10.0 million decrease in intemsbine on corporate funds resulting from flat averagerest rates at 2.6%, as compared ti
prior year, coupled with declining average dailypmrate funds balances which decreased from $8i@nbin fiscal 2010 to $3.5 billion in
fiscal 2011.

Earnings from Continuing Operations before | ncome Taxes

Earnings from continuing operations before incomes increased $69.5 million, or 4%, from $1,868ilon in fiscal 2010 to $1,932.7
million in fiscal 2011 due to the increase in rewes partially offset by the increase in expensssudised above. Overall margin decreased
approximately 130 basis points in fiscal 2011 veiiproximately 90 basis points of the margin dedéitigbutable to acquisitions.
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Provision for Income Taxes

The effective tax rate in fiscal 2011 and 2010 ®@a4% and 35.2%, respectively. The reduction inefffiective tax rate for fiscal 2011 is due
to the resolution of certain tax matters in fis2@l 0 that resulted in a decrease to the effectivedte of 0.7 percentage points for that period,
offset by a decrease in federal and state incomexpense and a favorable mix of earnings in for@igisdictions in fiscal 2011.

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

Net earnings from continuing operations increast®l $million to $1,254.2 million in fiscal 2011 0fm $1,207.3 million in fiscal 2010, ai
diluted earnings per share from continuing openatincreased 5%, to $2.52. The increase in netrggrifrom continuing operations in fiscal
2011 reflects the increase in earnings from coigoperations before income taxes and the impfatiectax matters discussed above. The
increase in diluted earnings per share from coitqhaperations in fiscal 2011 reflects the increiasearnings from continuing operations ¢
the impact of the tax matters discussed above edupith the effects of fewer shares outstanding.

The following table reconciles the Compasiyésults for fiscal 2011 and fiscal 2010 to adjdsesults that exclude the impact of favorable
items. The Company uses certain adjusted resuofisng other measures, to evaluate the Company’stipgperformance in the absence of
certain items and for planning and forecastingutdife periods. The Company believes that the asfjustsults provide relevant and useful
information for investors because it allows investo view performance in a manner similar to trethnd used by the Company’s
management and improves their ability to understtedCompany’s operating performance. Since adjusaenings from continuing
operations and adjusted diluted EPS are not measifierformance calculated in accordance with agtiog principles generally acceptec
the United States of America (“U.S. GAAP”), theyosltd not be considered in isolation from, or asilassitute for, earnings from continuing
operations and diluted EPS from continuing openatioespectively, and they may not be comparabd@darly titled measures employed
other companies.

Year ended June 30, 2011

Diluted EP¢
Earnings from Net earnings frol from
continuing operatior  Provision fo continuing continuing
before income taxes income taxe operations operations
As Reported $ 1,932 $ 6785 $ 1,254 $ 2.52
Adjustments:
Favorable tax items - - - -
As Adjusted $ 1,932 $ 678 $ 1254 $ 2.52
Year ended June 30, 2010
Diluted EP¢
Earnings from Net earnings frol from
continuing operatior ~ Provision fo continuing continuing
before income taxes income taxe operations operations
As Reported $ 1863.: $ 655.¢ $ 1,207.¢ $ 2.4C
Adjustments:
Favorable tax items - 12.2 12.2 0.0z
As Adjusted $ 1,863.. $ 668.1 $ 1,195.. $ 2.317

Net earnings from continuing operations, as adfjstereased $59.1 million to $1,254.2 million fcal 2011, from $1,195.1 million fc

fiscal 2010, and the related diluted earnings paresfrom continuing operations, as adjusted, ased $0.15 to $2.52. The increase in diluted
earnings per share from continuing operationssicafi 2011 reflects the increase in earnings fronticoing operations described above
coupled with the effects of fewer shares outstamndin
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Fiscal 2010 Compared to Fiscal 2009

(Dollars in millions, except per share amounts)

Years ended June 30,

2010 2009 $ Change % Change
Total revenues $ 8,927 $ 8,838 $ 89.2 1%
Costs of revenues:
Operating expenses 4,277.: 4,087.( 190.2 5%
Systems development and
programming costs 513.¢ 498.% 15.¢ 3%
Depreciation and amortization 238.¢ 237.¢ 1.z 1%
Total costs of revenues 5,029.7 4,822.° 207.C 4%
Selling, general and
administrative expenses 2,127.¢ 2,190. (62.9) (3)%
Interest expense 8.€ 33.2 (24.%) (74)%
Total expenses 7,165.° 7,046.: 119.4 2%
Other income, net (101.%) (108.0) (6.6) (6)%
Earnings from continuing
operations before income taxes $ 1,863. $ 1,900. $ (36.9) ()%
Margin 20. % 21.5%
Provision for income taxes $ 655.¢ $ 575.( $ 80.¢ 14%
Effective tax rate 35.2% 30.2%
Net earnings fron
continuing operations $ 1,207.C $ 1,325 $ (1179 (9)%
Diluted earnings per share
from continuing operations $ 2.4C $ 2.62 $  (0.29) (8)%

Total Revenues

Our consolidated revenues grew 1% to $8,927.7aniil fiscal 2010, from $8,838.4 million in fisc2009, due to an increase in revenues in
PEO Services of 11%, or $131.0 million, to $1,31&i8ion, and fluctuations in foreign currency ratevhich increased revenues $68.2
million. Such increases were partially offset byegrease in Dealer Services revenues of 3%, o2 $8iflion, to $1,205.9 million, and a
decrease in the consolidated interest on fundsfbeldients of $67.0 million. The decrease in dmmsolidated interest on funds held for
clients resulted from the decrease in the avenatgeeist rate earned to 3.6% in fiscal 2010, as epatpto 4.0% in fiscal 2009. Employer
Services’ revenues were flat in fiscal 2010 as can@g to fiscal 2009.

Total Expenses

Our total expenses in fiscal 2010 increased $148llibn, to $7,165.7 million, from $7,046.3 millioim fiscal 2009. The increase in our
consolidated expenses for fiscal 2010 was due téinorease in revenues, higher p#a®ugh costs associated with our PEO Servicesibst
of $113.7 million, an increase of $48.6 millionakd to fluctuations in foreign currency excharges, an increase of $14.7 million relate
additional domestic service personnel, and incréahémvestments in our products. These increases partially offset by a decrease in
severance expenses of $76.8 million, a decreas®dk-based compensation expense of $28.4 millind,our cost savings initiatives, which
included lower compensation from reduced headcandta reduction in travel and entertainment expgense

Our total costs of revenues increased $207.0 mitto$5,029.7 million in fiscal 2010, as comparediscal 2009 due to the increase in
operating expenses discussed below.
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Operating expenses increased $190.2 million, oriB%scal 2010 as compared to fiscal 2009, duartincrease in PEO Services pass-
through costs that are re-billable, including cdstsbenefits coverage, workers’ compensation cagerand state unemployment taxes for
worksite employees. These pass-through costs v@8&.% million in fiscal 2010, which included co$ts benefits coverage of $811.5 million
and costs for workers’ compensation and paymestaté unemployment taxes of $176.9 million. Thesgscwere $874.8 million in fiscal
2009, which included costs for benefits coverag$##4.3 million and costs for workers’ compensatod payment of state unemployment
taxes of $150.5 million. In addition, operating erpes increased $30.1 million due to changes @idgorcurrency exchange rates and $14.7
million due to additional service personnel. Themeeases were partially offset by a decrease &f 88llion in stock-based compensation
expense and our cost savings initiatives, whichughed lower compensation from reduced headcountarduction in travel and
entertainment expenses.

Systems development and programming expenses settéd 5.6 million, or 3%, in fiscal 2010 as compaefiscal 2009 due to incremental
investments in our products during fiscal 2010. iiddally, systems development and programming espe increased $2.1 million due to
expenses of acquired businesses and $3.6 milliertalthe impact from changes in foreign currenashexge rates. These increases were
partially offset by a $5.0 million decline in steblased compensation expense.

Selling, general and administrative expenses dsete$62.9 million, or 3%, in fiscal 2010 as comparefiscal 2009. The decrease in
expenses was due to a decrease in severance expéf3®.8 million, a reduction in expenses of $3illion related to cost saving
initiatives, which included lower compensation froetduced headcount and a reduction in travel atettainment expenses, and a decline of
$14.5 million in stock-based compensation expelmsaddition, selling, general and administrativpenxses decreased due to the $15.5
million charge we recorded during fiscal 2009 toréase our allowance for doubtful accounts aswtrefan increase in estimated credit
losses related to our notes receivable from amtoktand powersports dealers. These decreasepémsas were partially offset by an asset
impairment charge of $6.8 million recorded durirsgél 2010 as a result of the announcement by Gitlithwill shut down its Saturn divisia

In addition, there was an increase of $13.7 miltioe to the impact of changes in foreign curren@hange rates and an increase of $9.5
million in expenses of acquired businesses.

Interest expense decreased $24.7 million in fiR04D as compared to fiscal 2009. In fiscal 201020@D, the Company’s average
borrowings under the commercial paper program B&ré billion and $1.9 billion, respectively, at @bted average interest rates of 0.2%
1.0%, respectively, which resulted in a decreask16t8 million in interest expense. In fiscal 2@i@l 2009, the Company’s average
borrowings under the reverse repurchase prograra agproximately $425.0 million and $425.9 millioespectively, at weighted average
interest rates of 0.2% and 1.3%, respectively, iwhésulted in a decrease of $4.6 million in inteesgpense.

Other I ncome, net

Years ended June 30, 2010 2009 $ Change

(Dollars in millions)

Interest income on corporate funds $ (98.9) $ (134.) $ (35.9)
Realized gains on available-for-sale securities (15.0 (11.4) 3.€
Realized losses on available-for-sale securities 134 23.¢ 10.4
Realized (gain) loss on investment in Reserve Fund (15.2) 18.2 33.t
Impairment losses on available-for-sale securities 14.4 - (14.9)
Net loss (gain) on sales of buildin 2.3 (2.2) (4.5)
Other, net (2.3 2.3

Other income, net $ (101.9 $ (108.0 $ (6.€)

Other income, net decreased $6.8 million in fifHO0 as compared to fiscal 2009 due to a $35.4omitlecrease in interest income on
corporate funds, a $14.4 million impairment lossawailable-for-sale securities recorded duringdist910, and a $2.3 million net loss on
sales of buildings in fiscal 2010 as compared $2.2 million net gain on sales of buildings in &2009. Interest income on corporate funds
decreased as a result of lower average interest patrtially offset by higher average daily corperfands balances. Average interest rates
decreased from 3.6% in fiscal 2009 to 2.6% in fi2€d.0. Average daily balances increased from $8lion in fiscal 2009 to $3.8 billion in
fiscal 2010. These decreases in other income vaat@ally offset by a gain on the investment in Reed~und of $15.2 million in fiscal 2010
as compared to a loss on the investment in theriRes@ind of $18.3 million in fiscal 2009 as wella&a$14.0 million increase in net realized
gains on available-for-sale securities.
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Earnings from Continuing Operations before | ncome Taxes

Earnings from continuing operations before income$ decreased $36.9 million, or 2%, from $1,9@diltlon in fiscal 2009 to $1,863.2
million in fiscal 2010 because the increase in nexss was more than offset by the increase in exgesnsd decrease in other income, net
discussed above. Overall margin decreased 60 paisits in fiscal 2010.

Provision for Income Taxes

The effective tax rate in fiscal 2010 and 2009 ®@52% and 30.3%, respectively. For fiscal 2010 effiective tax rate includes a reduction in
the provision for income taxes of $12.2 millionateld to the resolution of certain tax matters, Wiiecreased the effective tax rate 0.7
percentage points. For fiscal 2009, the effectareraite includes a reduction in the provision faxome taxes of $120.0 million related to an
Internal Revenue Service (“IRS8udit settlement and the settlement of a statenttker, which decreased the effective tax ratgpér8entag
points.

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

Net earnings from continuing operations decreaddd 8 million to $1,207.3 million in fiscal 201GpMm $1,325.1 million in fiscal 2009, a1
diluted earnings per share from continuing openatidecreased 8% to $2.40. The decrease in nehgaififtdom continuing operations in fiscal
2010 reflects the decrease in earnings from coimtinoperations before income taxes and the impfatiectax matters discussed above. The
decrease in diluted earnings per share from contjnoperations in fiscal 2010 reflects the decréasarnings from continuing operations
and the impact of the tax matters discussed abast@lly offset by the impact of fewer shares cartsting due to the repurchase of 18.2
million shares in fiscal 2010 and 13.8 million stmim fiscal 2009.

The following table reconciles the Compasyesults for fiscal 2010 and fiscal 2009 to adjdsesults that exclude the impact of favorable
items. The Company uses certain adjusted resuofisng other measures, to evaluate the Company’stipgperformance in the absence of
certain items and for planning and forecastingutdife periods. The Company believes that the asfjustsults provide relevant and useful
information for investors because it allows investom view performance in a manner similar to trethnd used by the Company’s
management and improves their ability to understtadCompany’s operating performance. Since adjuséenings from continuing
operations and adjusted diluted EPS are not measifierformance calculated in accordance with @gtiog principles generally acceptec
the United States of America (“U.S. GAAP”), theyosltd not be considered in isolation from, or asilassitute for, earnings from continuing
operations and diluted EPS from continuing openatioespectively, and they may not be comparabd@tdarly titled measures employed
other companies.
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Year ended June 30, 2010

Diluted EP¢
Earnings from Net earnings frol from
continuing operatior  Provision fo continuing continuing
before income taxes income taxe operations operations
As Reported $ 1,863 $ 655.¢ $ 1,207 $ 2.4C
Adjustments:
Favorable tax items - 12.2 12.2 0.0z
As Adjusted $ 1863.: $ 668.1 $ 1,195.. $ 2.317
Year ended June 30, 2009
Diluted EP¢
Earnings from Net earnings frol from
continuing operatior  Provision fo continuing continuing
before income taxes income taxe operations operations
As Reported $ 1,900.. $ 575.C $ 1,325.. $ 2.62
Adjustments:
Favorable tax items - 120.( 120.( 0.24
As Adjusted $ 1,900.. $ 695.C $ 1,205 $ 2.3¢

Net earnings from continuing operations, as adfydecreased $10.0 million to $1,195.1 millionfiscal 2010, from $1,205.1 million fc
fiscal 2009, and the related diluted earnings paresfrom continuing operations, as adjusted, dsee $0.01 to $2.37. The decrease in net
earnings from continuing operations, as adjustdfi$cal 2010 reflects the decrease in earning® ftontinuing operations before income
taxes. The decrease in diluted earnings per shamedontinuing operations, as adjusted, for fi&€Hl0 reflects the decrease in net earnings
from continuing operations, partially offset by tigpact of fewer shares outstanding due to therokfase of approximately 18.2 million
shares during fiscal 2010 and the repurchase 8frb8lion shares in fiscal 2009.

ANALYSIS OF REPORTABLE SEGMENTS
Revenues

(Dollars in millions)

Years ended June 30, $ Change % Change
2011 2010 2009 2011 2010 2011 2010

Employer Services $ 6,861 $ 6,376. $ 6,378 $  485.( $ (19 8% 0%
PEO Services 1,543.¢ 1,316.¢ 1,185.¢ 227.1 131.C 17% 11%
Dealer Services 1,494. 1,205.¢ 1,242.; 288.t (36.2) 24% (3)%
Other 12.¢ 18.4 19.5 (5.5) 1.2
Reconciling items:

Foreign exchange 179.t 146.€ 78.7

Client funds interest (212.9) (136.7) (66.%)
Total revenues $ 9,879. $  8,927. $ 8,838. $ 951. $  89. 1% %
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Earnings from Continuing Operations before Income Bxes

(Dollars in millions)

Years ended June 30, $ Change % Change
2011 2010 2009 2011 2010 2011 2010

Employer Services $ 1,831t $ 1,720.¢ $ 1,755 $ 110.¢ $ (34.9) 6% (2)%
PEO Services 137.¢ 127.% 117.¢ 10.1 9.7 8% 8%
Dealer Services 234.¢ 201.5 215.2 32.¢ (13.7) 1% (©%
Other (191.7) (173.9) (233.) (18.0) 60.1
Reconciling items:

Foreign exchange 20.Z 17.€ 6.5

Client funds interest (212.9 (136.7) (66.9)

Cost of capital charge 113.2 105.¢ 104.¢
Total earnings from continuing

operations before income taxes $ 1,932 $ 1,863.: $ 1,900 $ 69E $ (36.9 4% @)%

The fiscal 2010 and 2009 reportable segments’ ig@&and earnings from continuing operations befareme taxes have been adjusted to
reflect updated fiscal 2011 budgeted foreign exgkamates. This adjustment is made for managemepbpes so that the reportable
segments’ revenues are presented on a consist@atviithout the impact of changes in foreign cucseexchange rates. This adjustment is a
reconciling item to revenues and earnings fromioaimg operations before income taxes and is ehteid in consolidation.

Certain revenues and expenses are charged topheaigle segments at a standard rate for managemasuns. Other costs are charged t
reportable segments based on management’s resgion&ip the applicable costs. The primary compoigeof the “Other” segment are the
results of operations of ADP Indemnity (a wholly+ued captive insurance company that provides workerapensation insurance coverage
for PEO Services worksite employees), non-recurgaigis and losses, miscellaneous processing sepgigeh as customer financing
transactions, and certain expenses that have patdi®rged to the reportable segments, such dslstsed compensation expense.

In addition, the reconciling items include an athusnt for the difference between actual interesbime earned on invested funds held for
clients and interest credited to Employer Servanesd PEO Services at a standard rate of 4.5%. Tlbisation is made for management rea:
so that the reportable segments’ results are pieden a consistent basis without the impact aftélations in interest rates. This allocation is
a reconciling item to our reportable segments’ nexes and earnings from continuing operations befm@me taxes and is eliminated in
consolidation.

Finally, the reportable segments’ results alsoudela cost of capital charge related to the fundiracquisitions and other investments. This
charge is a reconciling item to earnings from aaritig operations before income taxes and is elitathan consolidation.

Employer Services
Fiscal 2011 Compared to Fiscal 2010

Revenues
Employer Services' revenues increased $485.0 mjlbo 8%, to $6,861.7 million in fiscal 2011 as qared to fiscal 2010. Revenues for our
Employer Services business would have increaseazippately 5.5% without the impact of acquisitions.

Revenues from our payroll and tax filing busineeseased 3% in fiscal 2011 due to higher averdgatdiunds balances, improved
worldwide client retention and an increase in pagtscontrol in the U.S. We credit Employer Servieéth interest on client funds at a
standard rate of 4.5%; therefore, Employer Serviessilts are not influenced by changes in inta@st. Interest on client funds recorded
within the Employer Services segment increasedGiidlion in fiscal 2011 due to the increase inrage client funds balances from $15.0
billion to $16.6 billion. Our worldwide client ratéon rate increased 1.2 percentage points inlfid2a1 to 91.1%, from 89.9% in fiscal 2010.
Pays per control, which represents the number gi@ees on our clients' payrolls as measured ameesstore-sales basis utilizing a subset
of over 125,000 payrolls of small to large busiessthat are reflective of a broad range of U.Sgogguhic regions, increased 2.4% for the
twelve months ended June 30, 2011. Revenues frortbeyond payroll” services increased 13% in fis2@11 due to an increase in the
number of clients utilizing our HR Benefits, Congrite and Retirement Services solutions, and appedgly 3% growth related to
acquisitions.
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Earnings from Continuing Operations before | ncome Taxes

Employer Services’ earnings from continuing operagibefore income taxes increased $110.9 millidilt831.5 million in fiscal 2011 as
compared to fiscal 2010. The increase was dueetinttrease in revenues of $485.0 million discusdenve, which was partially offset by an
increase in expenses of $374.1 million. In additman increase in expenses related to increasedues, expenses increased in fiscal 2011
due to increases in sales and service headcounfiseal 2010 levels coupled with the effects afjaisitions. Overall margin decreased from
27.0% to 26.7% in fiscal 2011 as compared to fi2€dl0, with approximately 110 basis points of maudgcline attributable to acquisitions.

Fiscal 2010 Compared to Fiscal 2009

Revenues

Employer Services' revenues decreased $1.9 miti&®,376.7 million in fiscal 2010 as comparediszdl 2009. Revenues from our payroll
and tax filing business declined 4% in fiscal 20di0e to a decline in pays per control and a dedfiike number of payrolls processed,
partially offset by pricing increases. Revenuestfiaur “beyond payroll” services increased 6% icdi2010, due to an increase in the
number of clients utilizing our COBRA and HR Beng®olutions, as well as an increase in revenuaterketo our Retirement Services
business due to an increase in the market valtleeadssets under management. Pays per controh wdpcesents the number of employees
on our clients’ payrolls as measured on a same-sales basis utilizing a subset of approximat8ly,a00 payrolls of small to large
businesses that are reflective of a broad range $f geographic regions, decreased 3.4% in fiseB) 2Worldwide client retention improved
40 basis points, to 89.9%, and pricing increasesributed approximately 1% to our revenue growthfigcal 2010. In addition, interest on
client funds recorded within the Employer Servisegment increased $2.7 million in fiscal 2010 dua $light increase in average client
funds balances. We credit Employer Services witkréest on client funds at a standard rate of 4th&gefore, Employer Services’ results are
not influenced by changes in interest rates.

Earnings from Continuing Operations before | ncome Taxes

Employer Services’ earnings from continuing operadibefore income taxes decreased $34.8 millié11620.6 million in fiscal 2010 as
compared to fiscal 2009. The decrease was dueitegase in expenses of $32.9 million and the #$1ilBon decrease in revenues discussed
above. The increase in expenses can be attriboitett9 million of incremental investments in ovoglucts and an increase of $14.7 million
related to increased service costs for investnrealiént-facing associates. These increases innsegp@ere partially offset by lower expenses
resulting from our cost savings initiatives, whiobluded headcount reductions at the end of fig6@P and a reduction in travel and
entertainment expenses.

PEO Services
Fiscal 2011 Compared to Fiscal 2010

Revenues

PEO Services’ revenues increased $227.1 milliod,7é6, to $1,543.9 million in fiscal 2011, as comguhto fiscal 2010, due to a 12%
increase in the average number of worksite empkyEee increase in the average number of worksitf@i@/ees as compared to fiscal 2010
was due to an increase in the number of new clemdsa 1.1 percentage point improvement in ountlietention rate from 82.9% in fiscal
2010 to 84.0% in fiscal 2011. Revenues associatddbenefits coverage, workers’ compensation cayerand state unemployment taxes for
worksite employees that were billed to our cligntseased $184.9 million due to the increase iratrerage number of worksite employees as
well as increases in health care costs. Adminiggaevenues, which represent the fees for ouliges\and are billed based upon a percentage
of wages related to worksite employees, increa88ddmillion, or 14%, in fiscal 2011 due to therease in the number of average worksite
employees.
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We credit PEO Services with interest on client siatla standard rate of 4.5%; therefore, PEO Ses\iesults are not influenced by changes
in interest rates. Interest on client funds recdndéhin the PEO Services segment increased $dIBmin fiscal 2011 due to the increase in
average client funds balances as a result of iseteREO Services new business and growth in ostirxiclient base. Average client funds
balances were $0.2 billion in both fiscal 2011 &isdal 2010.

Earnings from Continuing Operations before | ncome Taxes

PEO Services’ earnings from continuing operatiogf®te income taxes increased $10.1 million, or 8/6137.4 million in fiscal 2011 as
compared to fiscal 2010. Earnings from continuipgrations before income taxes increased due tothromearnings related to the increase
in the number of average worksite employees. Thease was partially offset by the settlement sthte unemployment tax matter, which
increased earnings before income taxes $9.2 millidiscal 2010. Overall margin decreased to 8.8%sical 2011 from 9.7% in fiscal 2010
due to a 70 basis point decline pertaining tos#tdement of a fiscal 2010 state unemploymenniaiter.

Fiscal 2010 Compared to Fiscal 2009

Revenues

PEO Services’ revenues increased $131.0 milliod,186, to $1,316.8 million in fiscal 2010, as congghto fiscal 2009, due to a 5% increase
in the average number of worksite employees. Thease in the average number of worksite emplogsee®mpared to fiscal 2009 was due
to an increase in the number of clients. Revensssciated with benefits coverage, workers’ comp@msaoverage and state unemployment
taxes for worksite employees that were billed todients increased $113.7 million due to the iaseein the average number of worksite
employees, as well as increases in health cars.dddministrative revenues, which represent ths feeour services and are billed based
upon a percentage of wages related to worksite@rapk, increased $11.8 million, or 5%, in fiscal@0due to the increase in the number of
average worksite employees.

We credit PEO Services with interest on client siatla standard rate of 4.5%; therefore, PEO Ses\iesults are not influenced by changes
in interest rates. Interest on client funds recandéhin the PEO Services segment increased $dliomin fiscal 2010 due to the increase in
average client funds balances as a result of iseteREO Services new business and growth in ostirxiclient base. Average client funds
balances were $0.2 billion in both fiscal 2010 &adal 2009.

Earnings from Continuing Operations before | ncome Taxes

PEO Services’ earnings from continuing operatiogf®te income taxes increased $9.7 million, or 8/&127.3 million in fiscal 2010 as
compared to fiscal 2009. Earnings from continuipgrations before income taxes grew due to the aserén revenues described above, n
the related cost of providing benefits coveragerkers’ compensation coverage and payment of stegenployment taxes for worksite
employees that are included in costs of revenuefis¢al 2010, there was an increase in costs @dedowith providing benefits coverage for
worksite employees of $87.2 million and costs aisged with workers’ compensation and payment destaaemployment taxes for worksite
employees of $26.5 million. In addition, earning$dse income taxes increased $9.2 million due ¢csittiement of a state unemployment tax
matter. Such increases in earnings before incores taere offset by price concessions and highes-fhesugh costs related to state
unemployment taxes.

Dealer Services
Fiscal 2011 Compared to Fiscal 2010

Revenues

Dealer Services' revenues increased $288.5 milinB4%, to $1,494.4 million in fiscal 2011. Revesdor our Dealer Services business
would have increased approximately 3% for fiscdl R&ithout the impact of acquisitions, which incged revenues $250.7 million. Reven
increased $37.8 million due to new clients, imprbekent retention, and growth in our key produ@t& had growth in both our North
American and International client retention ratéthwach growing 3.9 and 0.8 percentage pointpeas/ely, to 88.6% and 92.8%, in fiscal
2011. The growth in our key products was driverinayeased users of application service providerABanaged services, customer
relationship management (“CRM”") solutions and gtowt hosted IP telephony as well as an increasemsaction revenues due to higher
credit report checks and vehicle registrations.
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Earnings from Continuing Operations before | ncome Taxes

Dealer Services' earnings from continuing operatiogfore income taxes increased $32.9 million,686,1to $234.4 million in fiscal 2011.
The increase was due to the increase in revenug238.5 million discussed above and was partidiised by higher compensation costs.
Earnings from continuing operations before incomes also increased due to an asset impairmergeeb&f6.8 million recorded in fiscal
2010 resulting from the announcement by GM thaiitild shut down its Saturn division. Overall mardacreased from 16.7% to 15.7% in
fiscal 2011 as compared to fiscal 2010, which idekiapproximately 240 basis points of margin dedl@lated to acquisitions, partially offset
by the prior year effects of the Saturn impairmghrdrge.

Fiscal 2010 Compared to Fiscal 2009

Revenues

Dealer Services' revenues decreased $36.2 mibiod%, to $1,205.9 million in fiscal 2010. Revenémsour Dealer Services business would
have declined approximately 4% for fiscal 2010 withthe impact of acquisitions. Revenues declinrEt2$® million due to client losses as a
result of dealership closings, cancellation of @y, and continued pressure on dealerships taeechsts. In addition, revenues decreased
$25.1 million due to lower international softwaieehse fees and $5.3 million due to lower Credié€hand Computerized Vehicle
Registration (“CVR”) transaction volume. These @ases in revenues were offset by a $90.0 millioreese in revenues from new clients
and growth in our key products during fiscal 20IBe growth in our key products was driven by insezhusers for ASP managed services,
growth in our CRM solutions, and new network andthd IP telephony installations.

Earnings from Continuing Operations before | ncome Taxes

Dealer Services' earnings from continuing operatiogefore income taxes decreased $13.7 million%@rt6 $201.5 million in fiscal 2010. TI
decrease was due to the decline in revenues o2 $3ilion discussed above, which was partially effey a decrease in expenses of $22.5
million. The decrease in expenses was due to oertat saving initiatives, including headcount iohns at the end of fiscal 2009 and a
reduction in travel and entertainment expensesgbffy an asset impairment charge of $6.8 milloa eesult of the announcement by GM
that it will shut down its Saturn division. Overaflargin decreased from 17.3% to 16.7% in fiscal02&4 compared to fiscal 2009, due to the
effects of the Saturn fiscal 2010 impairment charge

Other

The primary components of the “Other” segment aiscetlaneous processing services, such as cusfomaacing transactions, namcurring
gains and losses, results of operations of ADPridty, and certain expenses that have not beemyetdo the reportable segments, such as
stock-based compensation expense.

Stock-based compensation expense was $76.3 mifil&hp million, and $96.0 million in fiscal 2011070 and 2009, respectively.

ADP Indemnity provides workers’ compensation anglayer’s liability deductible reimbursement insucarprotection for PEO Services
worksite employees up to a $1 million per occureeretention. PEO Services has secured specifioquenrence and aggregate stop loss
reinsurance from a wholly-owned and regulated imsce carrier of AIG that covers all losses in exadghe $1 million per occurrence
retention and also any aggregate losses withi$hmillion retention that collectively exceed ateer level in each policy year. We utilize
historical loss experience and actuarial judgmemetermine the estimated claim liability for the® Services business. Premiums are
charged to PEO Services to cover the claims exgdotbe incurred by the PEO Services’ worksite eygés. Changes in estimated ultimate
incurred losses are recognized by ADP Indemnitgdaoh of fiscal 2011, 2010, and 2009, ADP Indemratorded an increase in total claims
reserves related to changes in these estimategslémsall policy years of $39.2 million, $19.5 liwih and $1.6 million, respectively.
Significant contributing factors to the increaseaserves have been the rapid growth of our PE@i@arbusiness in states with relatively
higher workers’ compensation claim costs, advelaenadevelopment, higher medical costs, and lortgm duration.

Our net gains on the sale of available-for-saleisgées were $34.4 million and $1.6 million in eaghfiscal 2011 and 2010 respectively,
coupled with a net loss of $12.4 million in 2009.
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FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCE S

At June 30, 2011, cash and marketable securities $8£523.7 million, stockholders’ equity was $&@tmillion, and the ratio of long-term
debt-to-equity was 0.6%. Working capital beforedsiteld for clients and client funds obligationswd,252.2 million, as compared to
$1,568.6 million at June 30, 2010. The decreasepriagrily due to a decrease in cash and cash alguits and other current assets together
with the net effect of an increase in accountsivetde, accrued expenses and other, and accruedlipayd payroll related expenses.

Our principal sources of liquidity for operationg alerived from cash generated through operatiodgl@ough corporate cash and market
securities on hand. We continued to generate pesifish flows from operations during fiscal 2011d &e held approximately $1.5 billion of
cash and marketable securities at June 30, 201hls@eéhave the ability to generate cash througHinancing arrangements under our U.S.
short-term commercial paper program and our U.8.Gemadian short-term repurchase agreements tosimesttterm funding requirements
related to client funds obligations.

Net cash flows provided by operating activities ev$il,705.8 million in fiscal 2011, as compared1g82.1 million in fiscal 2010. Th
increase in net cash flows provided by operatiniyities was due to a positive year over year vag@in the timing of our tax related
estimated cash payments and receipts of $118.ibmibffset by an increase in bonus payments ofGdillion, and an increase in pension
plan contributions of $45.8 million. The balancelwé increase was due to timing of cash collectiefeted to trade accounts receivable
partially offset by the timing of cash paymentsatetl to accounts payable.

Net cash flows used in investing activities were380.6 million in fiscal 2011 as compared to $2,5#illion in fiscal 2010. The increase

net cash flows used in investing activities was tuhe increase of spend relating to acquisitmmsusinesses, net of cash acquired, which
resulted in a net decrease to cash flows of $6T@l®n, the timing of purchases of and proceedsrfithe sales or maturities of corporate and
client funds marketable securities which resulted net decrease to cash flows of $1,026.0 milker the increase in restricted cash and
equivalents held to satisfy client funds obligasiavhich resulted in a net decrease to cash flovdf97.7 million.

Net cash flows provided by financing activities @&5,339.3 million in fiscal 2011 as compared t8.88nillion in fiscal 2010. The increa
was due to the net change in client funds obligatiof $4,270.5 million as a result of the timingcakh received and payments made relat
client funds, a $730.0 million decrease in repaysef previously issued commercial paper and a $28iillion increase primarily due to
higher cash proceeds from the exercises of stottkrep We issued 11.4 million and 6.2 million tregsshares, respectively, related to option
exercises in fiscal 2011 and 2010.

Our U.S. short-term funding requirements relatedient funds are sometimes obtained through atghon commercial paper program. In
August 2011, the Company increased the U.S. short-tommercial paper program to provide for thaasse of up to $6.75 billion in
aggregate maturity value, up from $6.25 billiorfigtal 2011. Our commercial paper program is réted+ by Standard and Poor’s and
Prime-1 by Moody’s. These ratings denote the higheality commercial paper securities. Maturiti€€emmercial paper can range from
overnight to up to 364 days. In both fiscal 2018 2010, our average borrowings were $1.6 billidny@ighted average interest rates of 0.
The weighted average maturity of our commercialepapas less than two days in both fiscal 2011 &whf2010. Throughout fiscal 2011,
had full access to our U.S. short-term funding nessuents related to client funds obligations. A0, 2011 and June 30, 2010, there was
no commercial paper outstanding.
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Our U.S. and Canadian short-term funding requirgmeziated to client funds obligations are sometimistained on a secured basis through
the use of reverse repurchase agreements, whiclolaeralized principally by government and gaweent agency securities. These
agreements generally have terms ranging from ogktd up to five business days. We have $2 biléiwailable to us on a committed basis
under these reverse repurchase agreements. IhZ&th and 2010, we had average outstanding badanuter reverse repurchase agreen
of $505.2 million and $425.0 million, respectiveft,weighted average interest rates of 0.4% arfb,0x@spectively. We have successfully
borrowed through the use of reverse repurchaserugnets on an as needed basis to meet short-tedimfurequirements related to client
funds obligations. At June 30, 2011 and 2010 werttadutstanding obligations under reverse repuehgseements.

In June 2011, we entered into a $2.0 billion, 3&%-dredit facility with a group of lenders. The 3édy facility replaced our prior $2.5 billion
364-day facility. In addition, we entered into aifeyear $3.25 billion credit facility maturing imde 2015 that contains an accordion feature
under which the aggregate commitment can be inecelag $500.0 million, subject to the availabilityaalditional commitments. The four-
year facility replaced our prior $2.25 billion f-year credit facility, which expired in June 20We also have an existing three-year $1.5
billion credit facility maturing in June 2013 thalso contains an accordion feature under whiclagfggegate commitment can be increased by
$500.0 million, subject to the availability of aldhal commitments. The interest rate applicabltheocommitted borrowings is tied to
LIBOR, the federal funds effective rate, or thenpgirate depending on the notification providedh®y€ompany to the syndicated financial
institutions prior to borrowing. The Company isatequired to pay facility fees on the credit agneats. The primary uses of the credit
facilities are to provide liquidity to the commaeatpaper program and to provide funding for geneoaporate purposes, if necessary. The
Company had no borrowings through June 30, 201 &muhe credit agreements. We believe that we ctlyrereet all conditions set forth in
the revolving credit agreements to borrow thereeundnd we are not aware of any conditions that@vprevent us from borrowing part or

of the $6.75 billion available to us under the flging credit agreements.

Our investment portfolio does not contain any abseked securities with underlying collateral dbgrime mortgages, alternative-A
mortgages, sub-prime auto loans or sub-prime haquiyeloans, collateralized debt obligations, cwtalized loan obligations, credit default
swaps, asset-backed commercial paper, derivativesion rate securities, structured investmentaleior non-investment grade fixed-
income securities. We own AAA rated senior tranabfefixed rate credit card, rate reduction, auta@nd other asset-backed securities,
secured predominately by prime collateral. All atdral on asset-backed securities is performirexpscted. In addition, we own senior debt
directly issued by Federal Home Loan Banks, Fedeah Credit Banks, Federal Home Loan Mortgage @artjpn ("Freddie Mac") and
Federal National Mortgage Association ("Fannie Nla#/e do not own subordinated debt, preferred stwadommon stock of any of these
agencies. We do own AAA rated mortgage-backed #@sjrwhich represent an undivided beneficial orshe interest in a group or pool of
one or more residential mortgages. These secuat@esollateralized by the cash flows of 15-yeat 3@-year residential mortgages and are
guaranteed by Fannie Mae and Freddie Mac as tiintiedy payment of principal and interest. Our ctiimds investment strategy is
structured to allow us to average our way througinterest rate cycle by laddering the maturitiesw investments out to five years (in the
case of the extended portfolio) and out to tenyéarthe case of the long portfolio). This investihstrategy is supported by our short-term
financing arrangements necessary to satisfy skam-funding requirement relating to client fundsigdtions.

On August 5, 2011, Standard & Poor’s (“ S&P”) lowee the long-term sovereign credit rating of U.8v&nment debt obligations from
AAA to AA+. On August 8, 2011, S&P also downgradbd long-term credit ratings of U.S. governmentrsuwed enterprises. As described
above, in Notes 5 and 6 to the consolidated firdrstatements, and in our discussion of Quantieadivd Qualitative Disclosures about
Market Risk, we hold U.S. Treasury and direct addiigns of U.S. government agencies and relateditiesuWe do not have the intent of
selling these securities nor are we obligated Hidlsem as a result of the credit downgrade. Furttoge, we continue to believe that we will
able to recover the underlying payments of prinicimal interest due thereon.

Capital expenditures for continuing operationsised! 2011 were $184.8 million, as compared to $9dillion in fiscal 2010 and $167.6
million in fiscal 2009. The capital expendituredfistal 2011 related to our data center and otheitify improvements were made to support
our operations. We expect capital expenditurebényear ending June 30, 2012 (“fiscal 2012") tdobveen $160 million and $180 million.
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The following table provides a summary of our cantual obligations as of June 30, 2011:

(In millions)
Payments due by period
Less thal 1-3 3-5 More thar

Contractual Obligations 1 year years years 5 years Unknowr Total
Debt Obligations (1) $ 2.8 $ 18.¢ $ 3.€ $ 11.7 $ = $ 37.C
Operating Lease and Software

License Obligations (2) 131.C 187.% 90.¢ SilE - 440.5
Purchase Obligations (3) 194.¢ 250.4 75.€ - - 520.¢
Obligations related to Unrecognized

Tax Benefits (4) 7.C - - - 98.7 105.7
Other long-term liabilities reflected

on our Consolidated Balance Sheets:
Compensation and Benefits (5) 75.5 147.2 90.C 191.( 29.2 532.¢
Acquisition-related obligations (6) 7.C = = = - 7.0
Total $ 417.¢ $ 603.¢ $ 260.: $ 234 $ 127.¢ $ 1,643

1) These amounts represent the principal repaymerdgsradebt and are included on our ConsolidatedriB&&Sheets. See Note 12 to the consolidated fiabstatements for
additional information about our debt and relateatters. The estimated interest payments due bgsponding period above are $0.2 million, $0.3 wmil)i$0.2 million, and $0.2
million, respectively, which have been exclud

) Included in these amounts are various facilitie @guipment leases and software license agreenwetenter into operating leases in the normal eafdusiness relating to
facilities and equipment, as well as the licensihigoftware. The majority of our lease agreementgetixed payment terms based on the passage ef @ertain facility and
equipment leases require payment of maintenanceemh@state taxes and contain escalation provigiased on future adjustments in price indices.fGture operating lease
obligations could change if we exit certain contsamr if we enter into additional operating leageeements

3) Purchase obligations primarily relate to purchasgmaintenance agreements on our software, equipmneinother assets.

4) We made the determination that net cash paymeptcead to be paid within the next 12 months, reladeunrecognized tax benefits of $105.7 milliodawe 30, 2011, are
expected to be up to $7.0 million. We are unable&ke reasonably reliable estimates as to the gppeegond the next 12 months in which cash paynrefased to unrecognized 1
benefits are expected to be p:¢

(5) Compensation and benefits primarily relates to amsassociated with our employee benefit planscdiner compensation arrangements.

(6) Acquisition-related obligations relate to contingeansideration for business acquisitions for whtoh amount of contingent consideration was deteabie at the date of
acquisition and therefore included on the Constdid&8alance Sheet as a liabili

In addition to the obligations quantified in thél@above, we had obligations for the remittanckipfls relating to our payroll and payroll 1
filing services. As of June 30, 2011, the obligasiselating to these matters, which are expectée foaid in fiscal 2012, total $24,591.1
million and were recorded in client funds obligaticon our Consolidated Balance Sheets. We had 3, iillion of cash and marketable
securities that have been impounded from our ditmsatisfy such obligations recorded in fundsl et clients on our Consolidated Balance
Sheets as of June 30, 2011.

ADP Indemnity provides workers’ compensation angkayer’s liability deductible reimbursement proiectfor PEO Services worksite
employees up to a $1 million per occurrence rebentPEO Services has secured specific per occ@rmt aggregate stop loss reinsurance
from a select wholly-owned and regulated insurazazeier of AIG that covers all losses in excesthef$1 million per occurrence retention
and also any aggregate losses within the $1 mitikbention that collectively exceed a certain lemedach policy year. We utilize historical
loss experience and actuarial judgment to deterthia@stimated claim liability for the PEO busindaemiums are charged to the PEO to
cover the PEO Services worksite employee expedatth @xpenses. Changes in estimated ultimate ieddasses are recognized by ADP
Indemnity, Inc. At June 30, 2011, ADP Indemnitytstal assets were $223.2 million to satisfy theiadally estimated cost of workers’
compensation claims of $212.7 million for the pphi@ars since July 1, 2003. In fiscal 2011 and 2@IWP Indemnity paid claims of $63.3
million and $53.8 million, respectively. At June,ZD11, AIG’s long-term credit rating and financsatength ratings from Standard & Poor’s
and Moody'’s respectively, were A- and A with stabldglook, and Baal and Al with stable outlook. S&@&®IG and its wholly-owned
insurance company be unable to satisfy their conted obligations, ADP would become responsiblestatisfying the worksite employ:



workers’ compensation obligations.
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In the normal course of business, we also enterdattracts in which we make representations andawties that relate to the performanc
our services and products. We do not expect angnmbtosses related to such representations anémiees.

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 agéatsls that have been collected from clients lmityet remitted to the applicable tax
authorities or client employees).

Our corporate investments are invested in casttaskl equivalents and highly liquid, investmgrade marketable securities. These asse
available for repurchases of common stock for traaand/or acquisitions, as well as other corpoogierating purposes. All of our short-term
and long-term fixed-income securities are clasgifie available-for-sale securities.

Our client funds assets are invested with safefyriocipal, liquidity, and diversification as theipary goals. Consistent with those goals, we
also seek to maximize interest income and to mizgntie volatility of interest income. Client funaissets are invested in highly liquid,
investment-grade marketable securities with a mamirmaturity of 10 years at the time of purchaserandey market securities and other
cash equivalents. At June 30, 2011, approximate¥p 8f the available-for-sale securities categoragd).S. Treasury and direct obligations
of U.S. government agencies were invested in seaigrecured, non-callable debt directly issuedhkyRederal Home Loan Banks, Federal
Farm Credit Banks, Freddie Mac and Fannie Mae.

We utilize a strategy by which we extend the métsiof our investment portfolio for funds held fdients and employ short-term financing
arrangements to satisfy our short-term funding irequents related to client funds obligations. Oient funds investment strategy is
structured to allow us to average our way througinterest rate cycle by laddering the maturitieswr investments out to five years (in the
case of the extended portfolio) and out to tenyéarthe case of the long portfolio). As part af alient funds investment strategy, we use
daily collection of funds from our clients to s&fisther unrelated client funds obligations, rattiean liquidating previously-collected client
funds that have already been invested in availadsleale securities. We minimize the risk of not haviimgds collected from a client availa
at the time such client’s obligation becomes duérpounding, in virtually all instances, the clisnfunds in advance of the timing of
payment of such client’s obligation. As a resultha§ practice, we have consistently maintained¢agiired level of client funds assets to
satisfy all of our obligations.

There are inherent risks and uncertainties invghaar investment strategy relating to our cliemtds assets. Such risks include liquidity risk,
including the risk associated with our ability iguidate, if necessary, our available-&ate securities in a timely manner in order tos§atut
client funds obligations. However, our investmaares made with the safety of principal, liquiditypdadiversification as the primary goals to
minimize the risk of not having sufficient fundsdatisfy all of our client funds obligations. Wealbelieve we have significantly reduced the
risk of not having sufficient funds to satisfy alient funds obligations by consistently maintamarccess to other sources of liquidity,
including our corporate cash balances, availabteolongs under our $6.75 billion commercial papeygram (rated A-1+ by Standard and
Poor’s and Prime-1 (P1) by Moody'’s, the highestsgale credit rating), our ability to execute rewerspurchase transactions ($2 billion of
which is available on a committed basis) and ab&ldorrowings under our $6.75 billion committedgolying credit facilities. In August
2011, the Company increased the U.S. short-terrmtngial paper program to provide for the issuarfagpdo $6.75 billion in aggregate
maturity value. However, the availability of finang during periods of economic turmoil, even torbarers with the highest credit ratings,
may limit our ability to access short-term debt keds to meet the liquidity needs of our businessaddition to liquidity risk, our investments
are subject to interest rate risk and credit rskdiscussed below.

We have established credit quality, maturity, axplosure limits for our investments. The minimunoaiéd credit rating at time of purchase
for corporate bonds is BBB and for asset-backedcantmercial mortgage-backed securities is AAA. Teimum maturity at time of
purchase for BBB rated securities is 5 years, iftgle A rated securities is 7 years, and for Adedaand AAA rated securities is 10 years.
Commercial paper must be rated A1/P1 and, for teosits, banks must have a Financial Strengtm&afiC or better.
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Details regarding our overall investment portfa@ie as follows:

(Dollars in millions)

Years ended June 30, 2011 2010 2009

Average investment balances at cost:

Corporate investments $ 3,467.¢ $ 3,839. $ 3,744.
Funds held for clients 16,865. 15,194 15,162.
Total $ 20,333.( $ 19,033. $ 18,907..

Average interest rates earned exclusive of

realized gains/ (losses) on:

Corporate investments 2.6% 2.6% 3.6%

Funds held for clients 3.2% 3.6% 4.0%
Total 3.1% 3.4% 3.9%
Realized gains on available-for-sale securities $ 38.C $ 15.C $ 114
Realized losses on available-for-sale securities (3.6) (13.9) (23.¢)
Net realized gains/(losses) on availi-for-sale securities $ 34.4 $ 1.6 $ (12.9)

As of June 30:

Net unrealized p-tax gains on available-for-sale securities $ 570.¢ $ 710.¢ $ 436.€

Total available-for-sale securities at fair value $ 16,927 $ 15,517.( $ 14,730.

We are exposed to interest rate risk in relatiosetturities that mature, as the proceeds from ingtsecurities are reinvested. Factors that
influence the earnings impact of the interest cii@nges include, among others, the amount of iaddsinds and the overall portfolio mix
between short-term and long-term investments. fiiksvaries during the fiscal year and is impactgdibily interest rate changes. The
annualized interest rates earned on our entiréghiortiecreased by 30 basis points, from 3.4% ifrdi 2010 to 3.1% for fiscal 2011. A
hypothetical change in both short-term interestgdé.g., overnight interest rates or the federal funds)rand intermediateerm interest ratt
of 25 basis points applied to the estimated aveiragestment balances and any related short-termoWworgs would result in approximately a
$9 million impact to earnings before income taxesrdhe ensuing twelve-month period ending June8@2. A hypothetical change in only
short-term interest rates of 25 basis points agpbethe estimated average short-term investmdahbes and any related short-term
borrowings would result in approximately a $3 milliimpact to earnings before income taxes oveettseing twelve-month period ending
June 30, 2012.

We are exposed to credit risk in connection with atailable-for-sale securities through the possibability of the borrowers to meet the
terms of the securities. We limit credit risk byésting in investment-grade securities, primarikdand AA rated securities, as rated by
Moody'’s, Standard & Poor’s, and for Canadian s¢i@i Dominion Bond Rating Service. At June 30, RGpproximately 86% of our
available-for-sale securities held an AAA or AAingt In addition, we limit amounts that can be istegl in any security other than U.S. and
Canadian government or government agency securities

We are exposed to market risk from changes indareurrency exchange rates that could impact ousaaated results of operations,
financial position or cash flows. We manage ourosxpe to these market risks through our regularatimgy and financing activities and,
when deemed appropriate, through the use of dareveihancial instruments. We use derivative finahgstruments as risk management
tools and not for trading purposes.

During fiscal 2010, we were exposed to foreign exae fluctuations on U.S. Dollar denominated skemria intercompany amounts payable
by a Canadian subsidiary to a U.S. subsidiary @Qbmpany in the amount of $178.6 million U.S. Bl In order to manage the exposure
related to the foreign exchange fluctuations betwtbe Canadian Dollar and the U.S. Dollar, the @arasubsidiary entered into a foreign
exchange forward contract, which obligated the @amasubsidiary to buy $178.6 million U.S. dollatsa rate of 1.15 Canadian Dollars to
each U.S. Dollar on December 1, 2009. Upon setti¢mmiesuch contract on December 1, 2009, an adhditiforeign exchange forward
contract was entered into that obligated the Camaslibsidiary to buy $29.4 million U.S. Dollarsaatate of 1.06 Canadian dollars to each
U.S. Dollar on February 26, 2010. The net losshenfbreign exchange forward contracts of $15.8iomilfor the twelve months ended June
30, 2010 was recognized in earnings in fiscal 28id substantially offset the foreign currency marknarket gains on the related short-term
intercompany amounts payable. The short-term intapany amounts payable were fully paid by the Cemesubsidiary to the U.S.
subsidiary by February 2010.

There were no derivative financial instruments tanding at June 30, 2011, 2010 or 2009.
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RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

On July 1, 2010, we adopted the Financial AccognBtandards Board (“FASB”) Accounting Standards atpd“ASU”) 2009-13, “Multiple
Deliverable Revenue Arrangements,” and ASU 2009‘Cértain Revenue Arrangements that Include SoftviEements.” ASU 2009-13
modifies the guidance related to accounting foarsgements with multiple deliverables by providimgadternative when vendor specific
objective evidence (“VSOE") or third-party eviden¢&PE”") does not exist to determine the sellingcerof a deliverable. The alternative
when VSOE or TPE does not exist is managersdigst estimate of the selling price of the detibbés. Consideration for multiple deliverak
is then allocated based upon the relative sellimgemf the deliverables and revenue is recognizedarned for each deliverable. ASU 2009-
14 modifies the scope of the software revenue mitiog guidance to exclude (a) non-software compémef tangible products and (b)
software components of tangible products that ala ficensed, or leased with tangible productsmitie software components and non-
software components of the tangible product fumctagether to deliver the tangible product’s fuoctlity. The adoption of ASU 2009-13
and ASU 2009-14 did not have a material impactanconsolidated results of operations, financialdition or cash flows.

In December 2010, we adopted ASU 2010-20, “Disalesabout the Credit Quality of Financing Receigakdnd the Allowance for Credit
Losses.” ASU 2010-20 requires greater transparahowt an entity’s allowance for credit losses dreddredit quality of its financing
receivables. The guidance is intended to provideldsures to help facilitate the evaluation ofehéty’s credit risk, how that risk is analyzed
and the reasons for changes in the allowance éalitdosses. The adoption of ASU 2020-did not have an impact on our consolidated ts
of operations, financial condition or cash flows.

In April 2011, we adopted ASU 2010-29, “ DisclosafeSupplementary Pro Forma Information for Busin€smbinations. ” ASU 2010-29
requires an entity to disclose revenue and earraftfee combined entity as though the business awattibn(s) that occurred during the
current year had occurred as of the beginning@ttimparable prior annual reporting period. ASU®QQ is effective prospectively for
business combinations that occur on or after tlggninéng of the first annual reporting period begimhafter December 15, 2010. The
adoption of ASU 2010-29 did not have an impact onamnsolidated results of operations, financialdition or cash flows.

In April 2011, the FASB issued ASU 2011-03, “ Triers and Servicing (Topic 860): Reconsideratioifféctive Control for Repurchase
Agreements. ” ASU 20103 revises the criteria for assessing effectivarobfor repurchase agreements and other agreertieitboth entitl
and obligate a transferor to repurchase or red@eandial assets before their maturity. The deteatidm of whether the transfer of a financial
asset subject to a repurchase agreement is asdssed, in part, on whether the entity maintaffextve control over the financial asset. A
2011-03 removes from the assessment of effectiaaaothe criterion requiring the transferor tosbahe ability to repurchase or redeem the
financial asset on substantially the agreed teewsn in the event of default by the transferee,thadelated requirement to demonstrate that
the transferor possesses adequate collateral dosiuistantially all the cost of purchasing replaeenfinancial assets. ASU 2011-03 is
effective for the first interim or annual periodgirening on or after December 15, 2011. We are atigyevaluating the impact, if any, that the
adoption of ASU 2011-03 will have on our consolethtesults of operations, financial condition cslcélows.

In May 2011, the FASB issued ASU 2011-04, “ FaitbéaMeasurement (Topic 820): Amendments to Achi@éeenmon Fair Value
Measurement and Disclosure Requirements in U.S. BAAd IFRSs. ” The issuance of ASU 2@Ulresults in global fair value measuren
and disclosure guidance and minimizes differenetwéden U.S. GAAP and IFRS. ASU 2011-04 requiresxgansion of the information
required for “level 3" measurements and providesithdates to the existing measurement guidance. 208W-04 is effective for fiscal years
and interim periods beginning after December 13,12@Ve do not expect the adoption of ASU 2011-Odaee a material impact on our
consolidated results of operations, financial ctadj or cash flows.

In June, 2011, the FASB issued ASU 2011-05, “Cotmgmneive Income (Topic 220): Presentation of Comgmsive Income.” ASU 2011-05
requires entities to present net income and othepcehensive income in either a single continudaiesent or in two separate, but
consecutive, statements of net income and othepmensive income. ASU 2011-05 is effective focdisyears and interim periods
beginning after December 15, 2011. The adoptioASi 2011-05 will not have a material impact on oansolidated results of operations,
financial condition, or cash flows.
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CRITICAL ACCOUNTING POLICIES

Our consolidated financial statements and acconmipgmpotes have been prepared in accordance withuatiog principles generally accep
in the United States of America. The preparatiothese financial statements requires managemenake estimates, judgments and
assumptions that affect reported amounts of adgdisities, revenues and expenses. We continietbluate the accounting policies and
estimates used to prepare the consolidated finasteil'ements. The estimates are based on histesipairience and assumptions believed to
be reasonable under current facts and circumstaAcasal amounts and results could differ from thestimates made by management.
Certain accounting policies that require signiftcaranagement estimates and are deemed criticalrtesults of operations or financial
position are discussed below.

Revenue Recognitic. Our revenues are primarily attributable to femspfroviding services€.g., Employer Serviceayroll processing fee
as well as investment income on payroll funds, piyax filing funds and other Employer ServiceBéat-related funds. We enter into
agreements for a fixed fee per transactierg(, number of payees or number of payrolls proces$em)s associated with services are
recognized in the period services are rendereccanted under service arrangements with clientsevbenvice fees are fixed or determinable
and collectability is reasonably assured. Our serfees are determined based on written price jan$aor service agreements having
stipulated terms and conditions that do not requmamagement to make any significant judgments suraptions regarding any potential
uncertainties. Interest income on collected butyedtremitted funds held for clients is recogniredevenues as earned, as the collection,
holding and remittance of these funds are critc@mhponents of providing these services.

We also recognize revenues associated with theofaleftware systems and associated software ksefesg., Dealer Services’ dealer
management systems). For a majority of our softwales arrangements, which provide hardware, softliGenses, installation, and post-
contract customer support, revenues are recognatably over the software license term, as vengecific objective evidence of the fair
values of the individual elements in the salesrayement does not exist. Changes to the elemeats amrangement and the ability to estak
vendor-specific objective evidence for those eleismenuld affect the timing of the revenue recogniti

We assess collectability of our revenues basedapiliyron the creditworthiness of the customer aermeined by credit checks and analysis,
as well as the customer’s payment history. We ddabeve that a change in our assumptions utilingtie collectability determination
would result in a material change to revenues asngle customer accounts for a significant portéour revenues.

Goodwill. We account for goodwill and other intangible #ss@th indefinite useful lives in accordance witBC 350-10, which states that
goodwill and intangible assets with indefinite uddfzes should not be amortized, but instead tbfte impairment at least annually at the
reporting unit level. We perform this impairmendttby first comparing the fair value of our repogtiunits to their carrying amount. If an
indicator of impairment exists based upon compaitiregfair value of our reporting units to theirg@mg amount, we would then compare the
implied fair value of our goodwill to the carryimgnount in order to determine the amount of the impent, if any. We determine the fair
value of our reporting units using the income apphy which utilizes a discounted cash flow modekddition, we use comparative market
multiples to corroborate our discounted cash flegutts. We had $3,073.6 million of goodwill as ohd 30, 2011. Given the significance of
our goodwill, an adverse change to the fair valugomdwill and intangible assets could result inrapairment charge which could be
material to our consolidated earnings if we areblméo generate the anticipated revenue growthergyes and/or cost savings associated with
our acquisitions.

Income TaxesThe objectives of accounting for income taxes anetognize the amount of taxes payable or refuedabthe current year

and deferred tax liabilities and assets for thariitax consequences of events that have beennigedgn an entity’s financial statements or
tax returns. Judgment is required in addressindutuee tax consequences of events that have eaegmized in our consolidated financial
statements or tax returne.Q., realization of deferred tax assets, changesxitatas or interpretations thereof). In addition, are subject to

the continuous examination of our income tax refloythe IRS and other tax authorities. A changbénassessment of the outcomes of such
matters could materially impact our consolidatedficial statements.
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There is a financial statement recognition thredlamld measurement attribute for tax positions takesxpected to be taken in a tax return.
Specifically, the likelihood of an entity’s tax befits being sustained must be “more likely thari mssuming that those positions will be
examined by taxing authorities with full knowledgfeall relevant information prior to recording thelated tax benefit in the financial
statements. If a tax position drops below the “mikedy than not” standard, the benefit can no keinge recognized. Assumptions, judgment
and the use of estimates are required in determihihe “more likely than not” standard has beest mhen developing the provision for
income taxes. A change in the assessment of thee“tikely than not” standard could materially impaar consolidated financial statements.
As of June 30, 2011 and 2010, the Company’s ligdslifor unrecognized tax benefits, which includigiest and penalties, were $105.7
million and $107.2 million, respectively.

If certain pending tax matters settle within thetrtevelve months, the total amount of unrecogniedbenefits may increase or decrease for
all open tax years and jurisdictions. Based onemurestimates, settlements related to variousdiatisns and tax periods could increase
earnings up to $10.0 million in the next twelve it Audit outcomes and the timing of audit setdais are subject to significant
uncertainty. We continually assess the likelihond amount of potential adjustments and adjustriberne tax provision, the current tax
liability and deferred taxes in the period in whttle facts that give rise to a revision become kmow

Stock-Based Compensatidlie measure stock-based compensation expense basieg fair value of the award on the date of grére.
determine the fair value of stock options issuedising a binomial option-pricing model. The binoh@ptionpricing model considers a rar
of assumptions related to volatility, dividend yigetisk-free interest rate and employee exerciatier. Expected volatilities utilized in the
binomial option-pricing model are based on a coratdim of implied market volatilities, historical kaility of our stock price and other
factors. Similarly, the dividend yield is basedhastorical experience and expected future changes risk-free rate is derived from the U.S.
Treasury yield curve in effect at the time of graftie binomial option-pricing model also incorpastxercise and forfeiture assumptions
based on an analysis of historical data. The erpdife of the stock option grants is derived frtma output of the binomial model and
represents the period of time that options graatecexpected to be outstanding. Determining thesenaptions is subjective and complex,
and therefore, a change in the assumptions utiipett impact the calculation of the fair valueoof stock options.
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Statements of Consolidated Earnings
(In millions, except per share amounts)

Years ended June 30,

REVENUES:

Revenues, other than interest on funds
held for clients and PEO revenues

Interest on funds held for clients

PEO revenues (A)

TOTAL REVENUES

EXPENSES:
Costs of revenues
Operating expenses
Systems development and programming costs
Depreciation and amortization
TOTAL COSTS OF REVENUES

Selling, general and administrative expenses
Interest expense
TOTAL EXPENSES

Other income, net

EARNINGS FROM CONTINUING OPERATIONS
BEFORE INCOME TAXES

Provision for income taxes

NET EARNINGS FROM CONTINUING OPERATION

Earnings from discontinued operations, net of miovi

for income taxes of $7.0 and $0.7 for tisedi years

ended June 30, 2010 and 2009, respectively
NET EARNINGS

Basic earnings per share from continuing operations
Basic earnings per share from discontinued opersitio
BASIC EARNINGS PER SHARE

Diluted earnings per share from continuing operegio
Diluted earnings per share from discontinued ojperat
DILUTED EARNINGS PER SHARE

Basic weighted average shares outstanding
Diluted weighted average shares outstanding

2011 2010 2009
7,805.1 7,077, $ 7,051
540.1 542.¢ 609.¢
1,533.¢ 1,307.: 1,176.¢
9,879.! 8,927.; 8,838.¢
4,900.¢ 4,277 4,087.(
577.c 513.¢ 498.:
253. 238.¢ 237.2
5,731k 5,029.; 4,822
2,323. 2,127.¢ 2,190.¢
8.€ 8.€ 33.c
8,063.¢ 7,165.; 7,046.
(116.6) (101.9) (108.0)
1,932 1,863.: 1,900.
678.F 655.¢ 575.(
1,254.: 1,207.: 1,325.
- 4.1 7.5
1,254.: 1,211« $ 1,332
2.5¢ 241 $ 2.65

- 0.01 0.01

2.5¢ 24:  $ 2.65
2.52 240 $ 2.62

- 0.01 0.01

2.52 240 $ 2.65
493 500. 503.2
498.: 503.7 505.¢

(A)  Professional Employer Organization (“PEO”) revenaesnet of direct pass-through costs, primarilysisting of payroll wages and payroll taxes, of $65.3, $13,318.7, and

$12,310.4, respectivel

See notes to consolidated financial statements.






Consolidated Balance Sheets
(In millions, except per share amounts)

June 30, 2011 2010

Current assets:

Short-term marketable securities 36.2 27.¢

Other current assets 648.% 673.

Total current assets before funds held for clients 3,447.¢ 3,484.:

Total current assets 28,583.! 22,316.

Long-term receivables, net 128.7 129.¢

Other assets 922.€ 712.%

Intangible assets, net 715.7 542.¢

Current liabilities:

Accrued expenses and other current liabditi 930.£ 771.C

Dividends payable 174.2 164.t

Income taxes payable 28.€ 60.C

Client funds obligations 24,591 18,136.

Long-term debt 34.2 39.¢

Deferred income taxes 373 306.4

Total liabilities 28,227.¢ 21,383.

Preferred stock, $1.00 par value: Authorized, B&ss; issued, none - -

Capital in excess of par value 489.t 493.(

Treasury stock - at cost: 147.9 and 146.7 shardsregt 30, 2011 and 2010, respectively (6,714.() (6,539.5)

Total stockholders' equity 6,010.¢ 5,478.¢




See notes to consolidated financial statements.
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Statements of Consolidated Stockholders’ Equity

(In millions, except per share amounts)

Accumulated

Capital in Other
Common Stock Excess of Retained Treasury Comprehensive Comprehensive
Share  Amount Par Value Earnings Stock Income Income (Loss)

Net earning: - - - 1,332.¢ - $ 1,332.¢ -

Unrealized net gain on securities, net of tax 191.1 191.1

Comprehensive income $ 1,212.

Issuances relating to stock compensation plans (105.9) - 219.7 -

Treasury stock acquired (13.8 shares)

(548.9 -

Net earning: 1,211.¢ $ 1,211.¢ -

Unrealized net gain on securities, net of tax 175.¢ 175.¢

Comprehensive income $ 1,264.¢

Issuances relating to stock compensation plans

(85.49) - 360.7 -

Treasury stock acquired (18.2 shares)

(766.9) -

Net earning: 1,254.; $ 1,254.: -

Unrealized net gain on securities, net of tax (88.0 (88.0

Comprehensive income $ 1,411.¢

Issuances relating to stock compensation plans

(78.0 - 558.2 -

Treasury stock acquired (14.2 shares)

(732.9) .

See notes to consolidated financial statements.






Statements of Consolidated Cash Flows
(In millions)

Years ended June 30, 2011 2010 2009

Net earning: $ 1,254.: $ 1,211.¢ $ 1,332

Depreciation and amortization 318.2 309.2 307.7

Stock-based compensation expense 76.2 67.€ 96.C

Net pension expense 40.7 34.7 33.€

Net amortization of premiums and accretiodistounts on available-for-sale securities 53.€ 57.2 58.2

Impairment losses on assets held for sale 11.7 -

Gain on sale of discontinued businesses, friiaixo - 0.5

~
~
oD
=

Changes in operating assets and liabilities, neffetts from acquisitions and divestitures of hasses:

(Increase) decrease in other assets (81.9) 30.C (85.6€)

Increase (decrease) in accrued expenses hedliabilities 89.¢ (73.9) (12.6)

Net cash flows provided by operating activit 1,705.¢ 1,682.: 1,562.¢

Purchases of corporate and client funds marketswarities (4,770.9 (3,846.7) (2,736.5)

Net increase in restricted cash and cash equisaéemt other restricted assets held to satisfytdiiemls obligation: (4,837.) (1,639.9) (731.%)

Additions to intangibles (95.9) (123.) (96.0)

Reclassification from cash and cash equivalenshtot-term marketable securities - - (211.))

Other

N
e}

1.8 10.C

Proceeds from the sale of businesses includedsoodtinued operations - 21.€

—~
o
=

=

Cash Flows From Financing Activities -

Proceeds from issuance of debt - - 12.t

Net purchases of reverse repurchase agreer - - (11.9)

Repurchases of common stock (732.¢) (766.4) (580.9)

Excess tax benefit related to exercises of stotioop 1.C 0.2 1.

Net cash flows provided by financing activiti 5,339.: 89.C 468.4



Net change in cash and cash equival (253.9) (622.0) 1,347.¢

Cash and cash equivalents of discontinued opestireginning of year - - -

Less cash and cash equivalents of discontinuedatipes, end of year - - -

See notes to consolidated financial statements.




Notes to Consolidated Financial Statements
(Tabular dollars in millions, except per share antsy

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Preparation.The accompanying Consolidated Financial Statensrdgootnotes thereto of Automatic Data Procesdmyg,and
its subsidiaries (“ADP” or the “Company”) have bgaepared in accordance with accounting princigkserally accepted in the United
States of America (“U.S. GAAP”). Intercompany balas and transactions have been eliminated in ddiasoh.

The preparation of financial statements in conftymiith U.S. GAAP requires management to make edtsand assumptions that affect the
assets, liabilities, revenue, costs, expenses @draulated other comprehensive income that aratexpo the Consolidated Financial
Statements and footnotes thereto. Actual resulisdifer from those estimates.

B. Description of BusinessThe Company is a provider of technology-based aumtsiog solutions to employers and vehicle retaitard
manufacturers. The Company classifies its operatioio the following reportable segments: Empldyervices, Professional Employer
Organization (“PEQ”) Services, and Dealer Servidd®e primary components of the “Other” segmentraistellaneous processing services,
such as customer financing transactions, memuHring gains and losses, results of operatioWdd Indemnity, and certain expenses that |
not been charged to the reportable segments, sustoek-based compensation expense.

C. Revenue RecognitionRevenues are primarily attributable to fees fovjatimg services €.g.,Employer Services’ payroll processing fees)
as well as investment income on payroll funds, plyax filing funds and other Employer ServiceBént-related funds. The Company enters
into agreements for a fixed fee per transactierg(,number of payees or number of payrolls proces$exs associated with services are
recognized in the period services are rendereccanted under service arrangements with clientsevbenvice fees are fixed or determinable
and collectability is reasonably assured. Sendes fare determined based on written price quotatioservice agreements having stipulated
terms and conditions that do not require managetoengke any significant judgments or assumptiegsurding any potential uncertainties.

Interest income on collected but not yet remittads held for clients is recognized in revenuesaassed, as the collection, holding and
remittance of these funds are critical componehtgaviding these services.

The Company also recognizes revenues associatedheisale of software systems and associateda@fticenses (e.g., Dealer Services’
dealer management systems). For a majority of afivvare sales arrangements, which provide hardveaféyare licenses, installation, and
post-contract customer support, revenues are redjnatably over the software license term, agleeapecific objective evidence of the 1
values of the individual elements in the salesrayement does not exist.

The Company assesses collectability of our revebassd primarily on the creditworthiness of thet@uer as determined by credit checks
and analysis, as well as the customer’s paymetdriiis

PEO revenues are reported on the Statements obltated Earnings and are reported net of diress{tArough costs, which are costs billed
and incurred for PEO Services worksite employeesarily consisting of payroll wages and payroké¢a. Benefits, workers’ compensation
and state unemployment tax fees for worksite engasyare included in PEO revenues and the assoc@géeslare included in operating
expenses.

D. Cash and Cash Equivalentsinvestment securities with a maturity of ninety slay less at the time of purchase are considergd ca
equivalents. The fair value of our cash and caslivatgnts approximates carrying value.

E. Corporate Investments and Funds Held for ClientsAll of the Company’s marketable securities are a#ed to be “available-for-sale”
and, accordingly, are carried on the Consolidateldie Sheets at fair value. Unrealized gains @sgEk, net of the related tax effect, are
excluded from earnings and are reported as a feparmponent of accumulated other comprehensiveriron the Consolidated Balance
Sheets until realized. Realized gains and losses fhe sale of available-for-sale securities aterd@ned on a specific-identification basis
and are included in other income, net on the Statésnof Consolidated Earnings.
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If the fair value of an available-for-sale debtwsgty is below its amortized cost, the Company asss whether it intends sell the security ¢
if it is more likely than not the Company will bequired to sell the security before recovery. tiei of those two conditions were met, the
Company would recognize a charge in earnings dquhk entire difference between the security’s dized cost basis and its fair value. If
the Company does not intend to sell a security isrnot more likely than not that it will be regeid to sell the security before recovery, the
unrealized loss is separated into an amount repiiagethe credit loss, which is recognized in eagsi and the amount related to all other
factors, which is recognized in accumulated otlmngrehensive income.

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 interesbime are recognized when earned.

F. Long-term ReceivablesLong-term receivables relate to notes receivaldmfthe sale of computer systems, primarily to atmk,
motorcycle, marine, recreational vehicle and hezyyipment dealers. Unearned income from financsivables represents the excess of
gross receivables over the sales price of the ctengystems financed. Unearned income is amortiséty the effective-interest method to
maintain a constant rate of return over the termawh contract.

The allowance for doubtful accounts on long-tergereables 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 costdapdeciated over the estimated useful lives of the
assets using the straight-line method. Leasehqgbdduwements are amortized over the shorter of ttme tf the lease or the estimated useful
lives of the improvements. The estimated usef@diof assets are primarily as follows:

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

H. Goodwill and Other Intangible Assets.Goodwill and intangible assets with indefinite wsdifves are not amortized, but are instead tested
for impairment at least annually at the reporting level. The Company performs this impairment tsfirst comparing the fair value of our
reporting units to their carrying amount. If anicator of impairment exists based upon compariegiéir value of our reporting units to their
carrying amount, the Company would then comparéntipdied fair value of our goodwill to the carryimgnount in order to determine the
amount of the impairment, if any. The Company detees the estimated fair value of its reportingsiosing an equal weighted blended
approach which combines the income approach, white present value of expected cash flows, disealat a risk-adjusted weighted-
average cost of capital; and the market approablghas based on using market multiples of commimesimilar lines of business.

I. Impairment of Long-Lived Assets.Long-lived assets are reviewed for impairment whenevents or changes in circumstances indicate
that the carrying amount of an asset may not beverable. Recoverability of assets to be held aedi is measured by a comparison of the
carrying amount of an asset to estimated undiseolfotture cash flows expected to be generatedégdhet. If the carrying amount of an
asset exceeds its estimated future cash flowsnpairment charge is recognized for the amount biglwthe carrying amount of the asset
exceeds the fair value of the asset.

J. Foreign Currency Translation. The net assets of the Company’s foreign subsidianie translated into U.S. dollars based on ex@ang
rates in effect for each period, and revenues apdreses are translated at average exchange rdtesperiods. Gains or losses from balance
sheet translation are included in accumulated atberprehensive income on the Consolidated BalaheetS. Currency transaction gains or
losses, which are included in the results of opamat are immaterial for all periods presented.

K. Derivative Financial Instruments. Derivative financial instruments are measured iatvi@ue and are recognized as assets or lialsildie
the Consolidated Balance Sheets with changes ifathealue of the derivatives recognized in eithet earnings from continuing operations
or accumulated other comprehensive income, depgrudirthe timing and designated purpose of the dtvie.

There were no derivative financial instruments @utding at June 30, 2011 or June 30, 2010.
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L. Earnings per Share (“EPS”). The calculations of basic and diluted EPS are kais:

Effect of Effect of
Employee Employee
Stock Optiol  Restricted Stoc

Years ended June 30, Basic Shares Shares Diluted
2011

Net earnings from continuing operatic $ 1,254 $ 1,254
Weighted average shares (in millions) 493t 3.8 1.C 498.2
EPS from continuing operations $ 2.54 $ 2.52
2010

Net earnings from continuing operatic $  1,207.0 $ 1,207.0
Weighted average shares (in millions) 500.5 2.2 1.C 503.7
EPS from continuing operations $ 2.41 $ 2.4C
2009

Net earnings from continuing operatic $ 1,325. $ 1,325
Weighted average shares (in millions) 503.2 1.2 1.4 505.¢
EPS from continuing operations $ 2.6 $ 2.62

Options to purchase 0.9 million, 14.0 million, &®219 million shares of common stock for the yeatezhJune 30, 2011, (“fiscal 2011"), the
year ended June 30, 20Xfiscal 2010"), and the year ended June 30, 20€9qdl 2009"),respectively, were excluded from the calculatio
diluted earnings per share because their exercisespexceeded the average market price of outsigiedmmon shares for the respective

fiscal year.

M. Stock-Based CompensationThe Company recognizes stock-based compensati@nsgpn net earnings based on the fair value of the
award on the date of the grant. The Company detexsithe fair value of stock options issued usib@amial option-pricing model. The
binomial option-pricing model considers a rangasgumptions related to volatility, dividend yielidk-free interest rate and employee
exercise behavior. Expected volatilities utilizedhie binomial option-pricing model are based @ombination of implied market volatilities,
historical volatility of the Company’s stock priaed other factors. Similarly, the dividend yieldssed on historical experience and expected
future changes. The risk-free rate is derived ftbenU.S. Treasury yield curve in effect at the tiofigrant. The binomial option-pricing

model also incorporates exercise and forfeituraragsions based on an analysis of historical ddta. 8xpected life of a stock option grant is
derived from the output of the binomial model aagresents the period of time that options granteexzpected to be outstanding.

N. Internal Use Software.Expenditures for major software purchases and soéweveloped or obtained for internal use aret@igsd and
amortized over a three- to five-year period ornraight-line basis. For software developed or oledifor internal use, the Company
capitalizes costs. The Company’s policy providedlie capitalization of external direct costs ofteni@ls and services associated with
developing or obtaining internal use computer safewIn addition, the Company also capitalizesatepayroll and payroll-related costs for
employees who are directly associated with intemsal computer software projects. The amount ottaliable payroll costs with respect to
these employees is limited to the time directlyrgman such projects. Costs associated with pretinyiproject stage activities, training,
maintenance and all other post-implementation stagjeities are expensed as incurred. The Compksayexpenses internal costs related to
minor upgrades and enhancements, as it is impehtticeparate these costs from normal mainteractosties.

0. Computer Software to be Sold, Leased or OtherwisMarketed. The Company capitalizes certain costs of computfware to be sold,
leased or otherwise marketed. The Company’s pglioyides for the capitalization of all software guation costs upon reaching
technological feasibility for a specific producedhnological feasibility is attained when softwpreducts have a completed working model
whose consistency with the overall product desigm teen confirmed by testing. Costs incurred poidhe establishment of technological
feasibility are expensed as incurred. The estailksti of technological feasibility requires judgmbgitmanagement and in many instances is
only attained a short time prior to the generadask of the software. Upon the general releadeedcfdftware product to customers,
capitalization ceases and such costs are amodizeda three-year period on a straight-line badantenance-related costs are expensed as
incurred.
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P. Income TaxesThe objectives of accounting for income taxes anetognize the amount of taxes payable or refuedabthe current
year and deferred tax liabilities and assets ferftiiure tax consequences of events that haverkeegnized in an enti’s financial
statements or tax returns. The Company is suletiet continuous examination of our income taxrretpy the Internal Revenue Service
(“IRS") and other tax authorities.

There is a financial statement recognition thredlaold measurement attribute for tax positions takezxpected to be taken in a tax return.
Specifically, the likelihood of an entity’s tax befits being sustained must be “more likely tharf nagsuming that these positions will be
examined by taxing authorities with full knowledgfeall relevant information prior to recording thelated tax benefit in the financial
statements. If a tax position drops below the “mikedy than not” standard, the benefit can no lenge recognized. Assumptions, judgment
and the use of estimates are required in determihihe “more likely than not” standard has beegt mhen developing the provision for
income taxes. As of June 30, 2011 and 2010, thep@ays liabilities for unrecognized tax benefits, whinblude interest and penalties, w
$105.7 million, and $107.2 million respectively.

If certain pending tax matters settle within thetrtevelve months, the total amount of unrecogniedbenefits may increase or decrease for
all open tax years and jurisdictions. Based onendrestimates, settlements related to variousdigtisns and tax periods could increase
earnings up to $10.0 million. Audit outcomes aneltiming of audit settlements are subject to sigaift uncertainty. We continually assess
the likelihood and amount of potential adjustmeartd adjust the income tax provision, the currextitbility and deferred taxes in the period
in which the facts that give rise to a revisiondrae known.

Q. Workers’ Compensation CostsThe Company employs a third party actuary to agsidetermining the estimated claim liability reddttc
workers’ compensation and employer liability coygrdor PEO Services worksite employees. In estimdtiss development rates, we utilize
historical loss experience, exposure data, andaeatjyudgment, together with a range of inputschhare primarily based upon the worksite
employee’s job responsibilities, their locatiore thistorical frequency and severity of workers’ gamsation claims, and an estimate of future
cost trends. For each reporting period, chang#seimctuarial assumptions resulting from changestnal claims experience and other trends
are incorporated into our worker®mpensation claims cost estimates. The Compangdw@sed specific per occurrence reinsurance Hps
the exposure for each individual claim at $1 milliger occurrence, and has also secured aggregptss reinsurance that caps aggregate
losses at a certain level in each policy year.

R. Recently Issued Accounting Pronouncements.

In July 2010, the Company adopted the Financialbdoting Standards Board (“FASB”) Accounting Stamf$adpdate (“ASU”) 2009-13,
“Multiple Deliverable Revenue Arrangements,” andlA3009-14, “Certain Revenue Arrangements that bhel8oftware Elements.” ASU
2009-13 modifies the guidance related to accourfingrrangements with multiple deliverables byyidang an alternative when vendor
specific objective evidence (“VSOE") or third-pagyidence (“TPE”) does not exist to determine thérgy price of a deliverable. The
alternative when VSOE or TPE does not exist is mgameent’s best estimate of the selling price ofdbkéverable. Consideration for multiple
deliverables is then allocated based upon theivelaelling price of the deliverables and reversugecognized as earned for each deliverable.
ASU 2009-14 modifies the scope of the software meeerecognition guidance to exclude (a) non-softveamponents of tangible products
and (b) software components of tangible producsadhe sold, licensed, or leased with tangible petslwhen the software components and
non-software components of the tangible producttion together to deliver the tangible product’sdtionality. The adoption of ASU 2009-
13 and ASU 2009-14 did not have a material impadhe Company’s consolidated results of operatifinancial condition or cash flows.

In December 2010, the Company adopted ASU 2010E6¢losures about the Credit Quality of FinancReceivables and the Allowance
for Credit Losses.” ASU 2010-20 requires greatensparency about a company’s allowance for cred#ds and the credit quality of its
financing receivables. The guidance is intendegortwide disclosures to help facilitate the evaluainf the Company’s credit risk, how that
risk is analyzed and the reasons for changes inltbeance for credit losses. The adoption of ARI1@ 20 did not have an impact on the
Company's consolidated results of operations, @irgdrondition or cash flows.

In April 2011, the Company adopted ASU 2010-29,i$dbsure of Supplementary Pro Forma InformatiarBfosiness Combinations. " ASU
2010-29 requires an entity to disclose revenueeandings of the combined entity as though the lessitombination(s) that occurred during
the current year had occurred as of the beginniniggocomparable prior annual reporting period. AZ110-29 is effective prospectively for
business combinations that occur on or after tlggninéng of the first annual reporting period begintpafter December 15, 2010. The
adoption of ASU 2010-29 did not have an impactt@n@ompany’s consolidated results of operationgnitial condition or cash flows.
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In April 2011, the FASB issued ASU 2011-03, “ Triers and Servicing (Topic 860): Reconsideratioféctive Control for Repurchase
Agreements. " ASU 20103 revises the criteria for assessing effectivarobfor repurchase agreements and other agreerttettboth entitl
and obligate a transferor to repurchase or red@eandial assets before their maturity. The deteatidm of whether the transfer of a financial
asset subject to a repurchase agreement is asdadsed, in part, on whether the entity maintafifex@ve control over the financial asset. A
2011-03 removes from the assessment of effectimgaothe criterion requiring the transferor tovkehe ability to repurchase or redeem the
financial asset on substantially the agreed teewsn in the event of default by the transferee,thadelated requirement to demonstrate that
the transferor possesses adequate collateral tbsfuistantially all the cost of purchasing replageniinancial assets. ASU 2011-03 is
effective for the first interim or annual periodgirning on or after December 15, 2011. The Compsumyrrently evaluating the impact, if
any, that the adoption of ASU 2011-03 will havetbe Company’s consolidated results of operatianantial condition or cash flows.

In May 2011, the FASB issued ASU 2011-04, “ FaitvéeMeasurement (Topic 820): Amendments to Achi@éeenmon Fair Value
Measurement and Disclosure Requirements in U.S. BAAd IFRSs. ” The issuance of ASU 2@Ulresults in global fair value measuren
and disclosure guidance and minimizes differenedaden U.S. GAAP and IFRS. ASU 2011-04 requiresxgansion of the information
required for “level 3" measurements and providesiutdates to the existing measurement guidance. 208W-04 is effective for fiscal years
and interim periods beginning after December 13,120 he Company does not expect the adoption of 281104 to have a material impe
on the Company’s consolidated results of operatifimancial condition, or cash flows.

In June, 2011, the FASB issued ASU 2011-05, “Cotmgnsive Income (Topic 220): Presentation of Comgumsive Income.” ASU 2011-05
requires entities to present net income and othepcehensive income in either a single continudaieent or in two separate, but
consecutive, statements of net income and otheprimensive income. ASU 2011-05 is effective focdisyears and interim periods
beginning after December 15, 2011. The adoptioAS4f) 2011-05 will not have a material impact on @@mpany’s consolidated results of
operations, financial condition, or cash flows.

NOTE 2. OTHER INCOME, NET

Other income, net consists of the following:

Years ended June 30, 2011 2010 2009
Interest income on corporate funds $ (88.5) $ 98.) $ (1349
Realized gains on available-for-sale securities (38.0 (15.0 (11.9
Realized losses on available-for-sale securities 3.€ 13.4 23.¢
Realized (gain) on investment in Reserve Fund (0.) (15.2) 18.2
Impairment losses on available-for-sale securities - 14.4

Impairment losses on assets held for sale 11.7

Net (gains) losses on sales of buildii 1.8 2.3 (2.2
Other, net (2.4) 2.3 2.9
Other income, net $ (116 $ (1019 $ (108.0

Proceeds from sales and maturities of availableséde securities were $3,305.1 million, $3,406.8iom, and $3,320.4 million for fiscal
2011, 2010, and 2009, respectively.

In fiscal 2009, the net asset value of the Prinframyd of the Reserve Fund (“Reserve Fund”) decrebskxv $1 per share as a result of the
full write-off of the Reserve Fund’s holdings inldesecurities issued by Lehman Brothers Holdings., which filed for bankruptcy
protection on September 15, 2008. In fiscal 2008,Gompany recorded a loss of $18.3 million to oiheome, net on the Statements of
Consolidated Earnings to recognize it's pro-ratstof the estimated losses of the investmentdt inehe Reserve Fund. During fiscal 2010
and 2011, the Company received distributions froenReserve Fund in excess of what was previoustyrded in short-term marketable
securities and as such, recorded gains of $15IBbménd $0.9 million, respectively, to other incenmet on the Statements of Consolidated
Earnings.
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In fiscal 2010, the Company concluded it had therihto sell certain securities for which unrealizesses of $14.4 million were previously
recorded in accumulated other comprehensive inaomtbe Consolidated Balance Sheets. As such, thgp@ay realized impairment losses
of $14.4 million in other income, net on the Stagets of Consolidated Earnings during fiscal 201 Tompany subsequently sold all
securities that the Company previously concludérhit the intent to sell.

During fiscal years 2011, 2010, and 2009, the Comysald buildings that were previously classifisdfssets Held for Sale on the
Consolidated Balance Sheets and, as a resultdedoret gains/(losses) of $1.8 million, ($2.3) imill and $2.2 million, respectively, in other
income, net on the Statements of Consolidated BgsnDuring fiscal 2011, the Company reclassifieskets related to two buildings as Assets
Held for Sale on the Consolidated Balance Sheetshé carrying amount of the assets held for saleezled their fair value less costs to sell,
the Company recorded impairment losses of $11.lfomilRefer to Note 9 for more information relatedAssets Held for Sale.

The Company has an outsourcing agreement with BidgelFinancial Solutions, Inc. (“Broadridge”) pussit to which the Company
provides data center outsourcing services, whiaitally consist of information technology sendcand service delivery network services.
As a result of this agreement, the Company receghizcome of $113.0 million and $104.8 million isdal 2011 and fiscal 2010,
respectively, which is offset by expenses assatiaith providing such services of $110.8 milliord$i102.6 million, respectively, both of
which were recorded in other income, net on théeBtants of Consolidated Earnings. The Company hadeivable on the Consolidated
Balance Sheets from Broadridge for the servicegutids agreement of $9.5 million and $8.9 millmmJune 30, 2011 and 2010,
respectively. In fiscal 2010, Broadridge notifiéd tCompany that it would not extend the outsoureigigement beyond its current expiration
date of June 30, 2012. The Company continues &sashe impact on results of operations, if arst, tthis will have and does not currently
anticipate this will have a material impact.

NOTE 3. ACQUISITIONS

Assets acquired and liabilities assumed in businesthinations were recorded on the Company’s Cateteld Balance Sheets as of the
respective acquisition dates based upon their attufair values at such dates. The results ofabjpeis of businesses acquired by the
Company have been included in the Statements of$didiated Earnings since their respective dategiisition. The excess of the purch
price over the estimated fair values of the undeglyssets acquired and liabilities assumed wasatkd to goodwill. In certain
circumstances, the allocations of the excess paechace are based upon preliminary estimates ssuhaptions. Accordingly, the allocations
are subject to revision when the Company receivies ihformation, including appraisals and othealgses, which typically occurs within
one year from the date of acquisition.

On August 16, 2010, the Company acquired 100%ebtlistanding shares of Cobalt, a leading prowédigital marketing solutions for the
auto industry that aligns with Dealer Services'hgiblayered applications strategy and strongly sugDealer Services’ long-term growth
strategy, for approximately $405.4 million in caskt of cash acquired.

The purchase price allocation for Cobalt is asofefl:

Accounts receivable, net $ 42.F
Goodwill 311.%
Identifiable intangible assets 111.¢
Other assets 57.4
Total assets acquired $ 523.
Total liabilities acquired $ 961

The Company determined the purchase price allatafr this acquisition based on estimates of direvllue of tangible and intangible
assets acquired and liabilities assumed, utilizéapgnized valuation techniques, including the imeand market approaches. Goodwill for
Cobalt, which is not deductible for tax purposesuited from the expected impact to Dealer Servioag-term growth strategy. Intangible
assets for Cobalt, which totaled $111.6 milliorzlimled customer contracts and lists, software eattetarks that are being amortized over a
weighted average life of approximately 11 yearsr€lis no contingent consideration relating toGlodalt acquisition.
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In addition to Cobalt, the Company acquired eighgibesses in fiscal 2011 for approximately $370l6an, net of cash acquired. The
purchase price for these acquisitions includes 8illéon in accrued contingent payments expectebledgaid in future periods. These
acquisitions resulted in approximately $269.8 millof goodwill. Intangible assets acquired, whictaled approximately $134.8 million,
consist of software, customer contracts and liststeademarks that are being amortized over a weailgaverage life of 9 years. In addition,
the Company made $0.8 million of contingent paymeémfiscal 2011 relating to previously consummadeduisitions. As of June 30, 2011,
the Company had contingent consideration remaiftingll transactions of approximately $7.0 million.

The Company acquired five businesses in fiscal 20d@pproximately $101.0 million, net of cash aicgd. The purchase price for these
acquisitions includes $3.7 million in accrued cogént payments expected to be paid in future periddese acquisitions resulted in
approximately $80.8 million of goodwill. Intangibéessets acquired, which totaled approximately $88liton, consist of software, customer
contracts and lists and trademarks that are beirggtized over a weighted average life of 7 yearaddition, the Company made $2.6 mill
of contingent payments in fiscal 2010 relating teyiously consummated acquisitions. As of June2B@0, the Company had contingent
consideration remaining for all transactions ofragpnately $7.1 million.

The Company acquired four businesses in fiscal 2008pproximately $62.7 million, which includes.&énillion in accrued contingent
payments expected to be paid in future periodswaridh is net of cash acquired. These acquisitiesslted in approximately $60.3 million
goodwill. Intangible assets acquired, which totapgroximately $20.8 million, consist of softwatestomer contracts and lists and
trademarks that are being amortized over a weigivedage life of 9 years. In addition, the Comparade $10.7 million of contingent
payments in fiscal 2009 relating to previously aonsated acquisitions.

The acquisitions discussed above for fiscal 200102and 2009 were not material, either individual in the aggregate, to the Company’s
operations, financial position or cash flows.

NOTE 4. DIVESTITURES

On March 24, 2010, the Company completed its alleeonon-core Commercial Systems business (theni@ercial business”) for
approximately $21.6 million in cash. The Commerbiasiness was previously reported in the Dealevi&ss segment. In connection with the
disposal of this business, the Company has claddifie results of this business as discontinuethtipas for all periods presented.
Additionally, in fiscal 2010, the Company reporgedain of $5.6 million, or $1.0 million after taxegithin earnings from discontinued
operations on the Statements of Consolidated Egsnin

During fiscal 2010, the Company recorded net clag§&0.5 million within earnings from discontinueperations related to a change in
estimated taxes on the divestitures of business#8.8 million, partially offset by a change in feesional fees incurred in connection with
the divestitures of businesses of $0.3 million.iBgifiscal 2009, the Company recorded a net gaB2d8 million, net of taxes, within
earnings from discontinued operations relateddbamge in estimated taxes on the divestitures sifibas of $2.6 million and a change in
professional fees incurred in connection with thestitures of businesses of $0.2 million.

On January 23, 2007, the Company completed theo§&@andy Corporation, a business within the De@tawvices segment, and classified the
results of operations of this business as discoatiroperations for all periods presented. In M&@b8 and April 2009, the Company recei
two payments of $2.5 million during each periodjahirepresented purchase price adjustments, aodded these additional gains of $2.5
million, or $1.6 million net of tax, within earnisgrom discontinued operations during both fisc0& and fiscal 2009.
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There were no revenues and earnings from discadinperations during fiscal 2011. The followingléakummarizes the revenues and
expenses from discontinued operations as repaotetthé period indicated:

Years ended June 30, 2010 2009

1.

om

Provision for income taxes 1.€

There were no assets or liabilities of discontinapdrations as of June 30, 2011 or June 30, 2010.
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NOTE 5. CORPORATE INVESTMENTS AND FUNDS HELD FOR CLIENTS
Corporate investments and funds held for clientauat 30, 2011 and 2010 are as follows:

June 30, 2011

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

Money market securities and other cash

equivalents $ 9,731 $ - $ - $ 9,731

U.S. Treasury and direct obligations of

U.S. government agencies 6,558.% 213.C (12.7 6,759.:

Asset-backed securities 422.¢ 254 - 447.¢

Municipal bonds 493.7 23.1 (0.6 516.2

Other securities 1,415.: 72.4 3.7 1,483.¢

June 30, 2010

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

Money market securities and other cash

equivalents $ 5,091.: $ - $ - $ 5,091.:

U.S. Treasury and direct obligations of

U.S. government agencies 5,631.( 280.7 0.2 5911t

Asset-backed securities 923.t 452 - 968.¢

Municipal bonds 446.2 23.1 - 469.£

Other securities 1,043.7 51.¢ 1.0 1,094t

At June 30, 2011, U.S. Treasury and direct obligegtiof U.S. government agencies primarily includbtdlirectly issued by Federal Home
Loan Banks, Federal Farm Credit Banks, Federal Hiooa® Mortgage Corporatiol“ Freddie Ma”) and Federal National Mortgay



Association (“Fannie Mae”) with fair values of $8@5 million, $914.0 million, $759.1 million and @Z.4 million, respectively. At June 30,
2010, U.S. Treasury and direct obligations of lg&@ernment agencies primarily include debt direistued by Federal Home Loan Banks,
Federal Farm Credit Banks, Freddie Mac and Fanrae With fair values of $2,615.5 million, $736.8 lioih, $1,136.1 million and $933.6
million, respectively. U.S. Treasury and directightions of U.S. government agencies represenbsamsecured, non-callable debt that

primarily carries a credit rating of primarily AAA&s rated by Moody’s and Standard and Poor’s aadrtzurities ranging from July 2011
through March 2021.
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At June 30, 2011, asset-backed securities includeapily AAA rated senior tranches of securitiesiwpredominately prime collateral of
fixed rate credit card, rate reduction and aute leeivables with fair values of $220.5 millior,9%.9 million and $30.0 million,
respectively. At June 30, 2010, asset-backed s@=umclude AAA rated senior tranches of secusitieth predominately prime collateral of
fixed rate credit card, rate reduction, auto loegeivables with fair values of $548.6 million, $3®illion, and $112.4 million, respectively.
These securities are collateralized by the castsflof the underlying pools of receivables. The piprisk associated with these securities is
the collection risk of the underlying receivabl@#.collateral on such asset-backed securitiesgeaformed as expected through June 30,
2011.

At June 30, 2011, other securities and their falu® primarily represent Canadian provincial boofd$494.3 million, supranational bonds of
$360.1 million, sovereign bonds of $328.8 millidtAA rated mortgage-backed securities of $146.5iarilthat are guaranteed by Fannie
Mae and Freddie Mac and corporate bonds backeldeblyederal Deposit Insurance Corporation's Tempdiguidity Guarantee Program of
$129.1 million. At June 30, 2010, other securitied their fair value primarily represent Canadiesvmcial bonds of $308.5 million,
supranational bonds of $322.7 million, sovereigndsoof $181.8 million, AAA rated mortgage-backedwséies of $131.0 million that are
guaranteed by Fannie Mae and Freddie Mac and aigpbonds backed by the Federal Deposit Insurangeo@ation’s Temporary Liquidity
Guarantee Program of $131.3 million. The Compayé\ rated mortgage-backed securities representrativided beneficial ownership
interest in a group or pool of one or more residniortgages. These securities are collateralgethe cash flows of 15-year and 30-year
residential mortgages and are guaranteed by Faeeand Freddie Mac as to the timely payment ofqipal and interest.

Classification of corporate investments on the @bidated Balance Sheets is as follows:

June 30, 2011 2010

Corporate investments:

Cash and cash equivalents $ 1,389.c $ 1,643
Short-term marketable securities 36.2 27.¢
Long-term marketable securities 98.C 104.2
Total corporate investments $ 1,523 $ 1,775t

Funds held for clients represent assets that, hgseathe Company's intent, are restricted foraasely for the purposes of satisfying the
obligations to remit funds relating to our payrafid payroll tax filing services, which are clagsifias client funds obligations on our
Consolidated Balance Sheets.

Funds held for clients have been invested in tHeviting categories:

June 30, 2011 2010

Funds held for clients:
Restricted cash and cash equivalents held to
satisfy client funds obligations $ 8,342 $ 3,447.¢
Restricted short-term marketable securliiels
to satisfy client funds obligations 3,059.¢ 2,768.7
Restricted long-term marketable securitielsl h

to satisfy client funds obligations 13,733. 12,616.:

Total funds held for clients $ 25,135.¢ $ 18,832.

Client funds obligations represent the Companyigraztual obligations to remit funds to satisfyealis’ payroll and tax payment obligations
and are recorded on the Consolidated Balance Saetts time that the Company impounds funds frbemts. The client funds obligations
represent liabilities that will be repaid withinegear of the balance sheet date. The Companyepasgted client funds obligations as a cur
liability on the Consolidated Balance Sheets tota$24,591.1 million and $18,136.7 million as ofdi0, 2011 and 2010, respectively. The
Company has classified funds held for clients asreent asset since these funds are held solepéopurposes of satisfying the client funds
obligations. The Company has reported the cashsfl@lated to the purchases of corporate and dligis marketable securities and those
related to the proceeds from the sales and masiati corporate and client funds marketable seesriin a gross basis in the investing section
of the Statements of Consolidated Cash Flows. Taragainy has reported the cash inflows and outfl@lsted to client funds investments
with original maturities of 90 days or less on & lpesis within net increase in restricted cashaasth equivalents and other restricted assets
held to satisfy client funds obligations in theesting section of the Statements of Consolidatesh@éows. The Company has reported the
cash flows related to the cash received from amtl grabehalf of clients on a net basis within metréase in client funds obligations in the
financing section of the Statements of Consolid&adh Flows.
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Approximately 86% of the available-for-sale sedasitheld an AAA or AA rating at June 30, 2011, aed by Moody’s, Standard & Poor’s
and, for Canadian securities, Dominion Bond RaS8egvice. All available-for-sale securities wereethais investment grade at June 30, 2011.

The amount of collected but not yet remitted fuftdgehe Company’s payroll and payroll tax filingdaather services varies significantly
during the fiscal year, and averaged approximé#&8,865.4 million, $15,194.5 million, and $15,16&4lion in fiscal 2011, 2010, and 2009,

respectively.

The unrealized losses and fair values of availfinesale securities that have been in an unrealzesiposition for a period of less than and
greater than 12 months as of June 30, 2011 adlaw$:

Unrealizec Unrealized
losses Fair market losses Fair market Total gros
less than value less than greater than value greater unrealizec Total fair
12 month: 12 months 12 months than 12 months losses market value
U.S. Treasury and direct obligations of
U.S. government agencies $  (12.)) $ 1,049.( $ = $ = $  (12.)) $ 1,049.(
Corporate bonds (16.9) 945.% - - (16.9) 945.2
Asset backed securities - 015 - - - 0.5
Commercial mortgage-backed securities - 17.2 - - - 17.2
Municipal bonds (0.€) 35.C - - (0.€) 35.C
Canadian government obligations and
Canadian government agency obligations 1.9 227. - - 1.9 227.7%
Other securities 3.7 242.% - - 3.7) 242.%
$ (346 % 2517 $ - 3 - $ (3469 $ 2,517

The unrealized losses and fair values of avail&inesale securities that have been in an unrealizesiposition for a period of less than and
greater than 12 months as of June 30, 2010 alaw$:

Unrealizec Unrealized
losses Fair market losses Fair market Total gros
less than value less than greater than value greater unrealizec Total fair
12 month: 12 months 12 months than 12 month losses market valut
U.S. Treasury and direct obligations of
U.S. government agencies $ - $ 28C $ 0.2 $ 65 $ (0.2 $ 34.5
Corporate bonds (9.0 210.t - - (9.0 210.k
Asset backed securities - 24 - - - 24
Commercial mortgage-backed securities - 2.1 - - - 2.1
Municipal bonds - 10.C - - - 10.C
Other securities (1.0 10.€ - - (1.0 10.€
$ (10.0 $ 263.¢ $ (0.2 $ 6.5 $ (10.2 $ 270.1
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Expected maturities of available-for-sale secwitieJune 30, 2011 are as follows:

Maturity Dates:

Due in one year or less $ 3,096.:
Due after one year up to two years 3,231.C
Due after two years up to three years 1,762.(
Due after three years up to four years 3,165.t
Due after four years 5,672.¢

Total available-for-sale securities $ 16,927.!

In fiscal 2010, the Company concluded that it Healibtent to sell certain securities for which wlied losses of $14.4 million previously
recorded in accumulated other comprehensive inammtbe Consolidated Balance Sheets. As such, thgp@ay realized impairment losses
of $14.4 million in other income, net on the States of Consolidated Earnings in fiscal 2010.

For the securities in an unrealized loss positio$32.6 million at June 30, 2011, the Company cotetl that it did not have the intent to sell
such securities and that it was not more likelythat that the Company would be required to selhsecurities before recovery, in order to
determine whether such losses were due to cresdieto The securities with unrealized losses o6d3dlion were primarily comprised of
corporate bonds and U.S. Treasury and direct dimiggof U.S. government agencies. The Companyeated such securities utilizing a
variety of quantitative and qualitative factorsluding whether the Company expects to collect@mibants due under the contractual terms of
the security, information about current and pasihéy of the issuer, and the length of time andetent to which the fair value has been less
than the cost basis. At June 30, 2011, the Compangluded that unrealized losses on available-dte-securities held at June 30, 2011 were
not credit losses and were attributable to othetiofa, including changes in interest rates. Assaltethe Company concluded that the $34.6
million in unrealized losses on such securitiesutthbe recorded in accumulated other comprehemsoane on the Consolidated Balance
Sheets at June 30, 2011.

NOTE 6. FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would lmeired to sell an asset or paid to transfer alitglfein exit price) in an orderly transaction
between market participants at the measurementadaltés based upon the Company’s principal or mdgantageous market for a specific
asset or liability.

US GAAP provides for a three-level hierarchy oftitgpto valuation techniques used to measure faieyaefined as follows:
Level 1 Fair value is determined based upon quoted prameisléntical assets or liabilities that are tradedctive markets.

Level z Fair value is determined based upon inputs dtfer quoted prices included in Level 1 that arecoleble for the asset or
liability, either directly or indirectly, for subatially the full term of the asset or liabilityyaluding:
e quoted prices for similar assets or liabilitiesaotive markets;
e quoted prices for identical or similar assets abilities in markets that are not active;
e inputs other than quoted prices that are obsenfabline asset or liability; or
e inputs that are derived principally from or corrodted by observable market data by correlatiorttoeromeans.

Level 2  Fair value is determined based upon inputs tleatiaobservable and reflect the Company’s own agsans about the
assumptions that market participants would useiging the asset or liability based upon the befidrmation available in the
circumstances (e.g., internally derived assumptsamsounding the timing and amount of expected ¢lasts).

Available-for-sale securities included in Levelre aalued using closing prices for identical instants that are traded on active exchanges.
Available-for-sale securities included in Levelr2 aalued utilizing inputs obtained from an indegent pricing service. To determine the fair
value of our Level 2 investments, a variety of itgoare utilized, including benchmark yields, repdrtrades, non-binding broker/dealer
guotes, issuer spreads, twioled markets, benchmark securities, bids, offeference data, new issue data, and monthly payimi@nination.
Over 99% of our Level 2 investments are valuedziniy inputs obtained from a pricing service. Thenfpany reviews the values generated
by the independent pricing service for reasonalsiely comparing the valuations received from thiefrendent pricing service to valuations
from at least one other observable source. The @agnpas not adjusted the prices obtained fromrttiegendent pricing service. The
Company has no available-for-sale securities ireduid Level 3.

51




The Company’s assessment of the significance aftcplar input to the fair value measurement respijudgment and may affect the
classification of assets and liabilities within flagr value hierarchy. In certain instances, thauts used to measure fair value may meet the
definition of more than one level of the fair vahierarchy. The significant input with the lowestél priority is used to determine the
applicable level in the fair value hierarchy.

The following table presents the Company’s asseigsured at fair value on a recurring basis at 30n2011. Included in the table are
available-for-sale securities within corporate stveents of $134.3 million and funds held for clgeaf $16,793.2 million. Refer to Note 5 for
additional disclosure in relation to corporate stveents and funds held for clients.

Level 1 Level 2 Level 3 Total

U.S Treasury and direct obligations of
U.S. government agencies $ - $ 6,759.. $ - $ 6,759..
Corporate bonds - 6,126.¢ - 6,126.¢
Asset-backed securities - 447.¢ - 447.¢
Commercial mortgage-backed securities - 492.F - 492.F
Municipal bonds - 516.2 - 516.Z

Canadian government obligations and
Canadian government agency obligation - 1,101t - 1,101t
Other securities 20.1 1,463.° - 1,483.¢
Total available-for-sale securities $ 201 $ 16,907. $ - $ 16,927!

The following table presents the Company’s asseigsured at fair value on a recurring basis at 30n2010. Included in the table are
available-for-sale securities within corporate siveents of $132.2 million and funds held for clgeaf $15,384.8 million.

Level 1 Level 2 Level 3 Total

U.S Treasury and direct obligations of
U.S. government agencies $ - $ 5,911. $ - $ 5,911
Corporate bonds - 5,332.¢ - 5,332.¢
Asset-backed securities - 968.¢ - 968.¢
Commercial mortgage-backed securities - 707.¢ - 707.¢
Municipal bonds - 469.5 - 469.5

Canadian government obligations and
Canadian government agency obligation - 1,032.! - 1,032t
Other securities 8.0 1,086. - 1,094.
Total available-for-sale securities $ 8C $ 15509 $ - $ 155174

NOTE 7. RECEIVABLES

Accounts receivable, net, includes the Compangddarreceivables, which are recorded based upcmtioent the Company expects to
receive from its clients, net of an allowance foubitful accounts. The Company’s receivables alslude notes receivable for the financing
of the sale of computer systems, primarily frompatriick, motorcycle, marine, recreational vehahel heavy equipment dealers. Notes
receivable are recorded based upon the amountdimp&ny expects to receive from its clients, netrollowance for doubtful accounts and
unearned income. The allowance for doubtful accdisthe Company's best estimate of probable dasties related to trade receivables and
notes receivable based upon the aging of the ralskeis, historical collection data, internal assesgmof credit quality and the economic
conditions in the automobile industry, as wellmshie economy as a whole. The Company chargesioffliectable amounts against the
reserve in the period in which it determines theyuncollectable. Unearned income on notes reckivatamortized using the effective
interest method.
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The Company’s receivables, whose carrying valueaqmates fair value, are as follows:

June 30, 2011 June 30, 2010
Current Longterm Current Long-term
Trade receivables $ 1,333.C $ - $ 1,076. $ -
Notes receivabl 90.£ 146. 110.c 155.(
Less:
Allowance for doubtful accounts - trade rieables (44.¢) - (39.6) -
Allowance for doubtful accounts - notes reable (5.7) (9.4) (9.9 (16.2)
Unearned income-notes receivable (8.4 8.3 9.9 (9.5)
Total $ 1,364.¢ $ 128.7 $ 1,127 $ 129«

Long-term receivables at June 30, 2011 mature |bsvs:

2013 $ 67.!
2014 45.4
2015 24.5
2016 9.0
2017 |

$ 146

The Company determines the allowance for doubtfabants related to notes receivable based upoadifispreserve for known collection
issues, as well as a non-specific reserve baseauagiog, both of which are based upon history ehdosses and current economic
conditions. Based upon our methodology, the naesivable balances with specific and non-spea#fserves and the specific and non-
specific reserves associated with those balanesasafollows:

June 30, 2011

Notes Receivable Reserve
Current Longterm Current Long-term
Specific Reserve $ 0.€ $ 0.¢ $ 06 $ 0.9
Non-specific Reserve 89.¢ 145.t 5.1 8.5
Total $ 90.£ $ 146 $ 57 $ 9.4

June 30, 2010

Notes Receivable Reserve
Current Longterm Current Long-term
Specific Reserve $ 318 $ 6.€ $ 38 $ 6.6
Non-specific Reserve 106.5 148.¢ 5.6 9.5
Total $ 110.2 $  155.( $ 94 $ 16.1
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The rollforward of the allowance for doubtful acotsirelated to notes receivable is as follows:

Current Long-term
Balance at June 30, 2010 $ 9.4 $ 16.1
Incremental provision 1.8 3.C
Recoveries 3.7 (6.8)
Chargeoffs (1.9) (2.9)
Balance at June 30, 2011 $ 5.7 $ 9.4

As of June 30, 2011 and June 30, 2010, the allogvéoradoubtful accounts as a percentage of noteswable is approximately 6% and 10%,
respectively.

Notes receivable aged over 30 days past due asidesad delinquent. Notes receivable aged overa§8 gast due and notes receivable
known collection issues are placed on non-acctaflls. Interest revenue is not recognized on netasvable while on non-accrual status.
Cash payments received on non-accrual receivablgspglied towards principal. When notes receivabl@on-accrual status are again less
than 60 days past due, recognition of interestmegdor notes receivable is resumed. At June 301 2the Company had $2.2 million in na
receivable on non-accrual status, including $0.lianiof notes receivable aged over 60 days past du

On an ongoing basis, the Company evaluates thé& queality of its financing receivables, utiliziraging of receivables, collection experience
and charge-offs. In addition, the Company evaluatesmomic conditions in the auto industry and djgedealership matters, such as
bankruptcy. As events related to a specific cliiatate, the credit quality of a client is reevach

The aging of the notes receivable past due at30n2011 is as follows:

Over 30 days to 6
days Over 60 days

Notes Receivable $ 1.2 $ 0.1

At June 30, 2011, approximately 99% of notes resddv are current. During the twelve month endee B 2011, the charge-offs as a
percentage of notes receivable were 1.9%.

NOTE 8. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment at cost and accusalidpreciation at June 30, 2011 and 2010 ardlaw/$o

June 30, 2011 2010

Property, plant and equipment:

Land and buildings $ 698.4 $ 700.1
Data processing equipment 791.C 731.%
Furniture, leaseholds and other 462.% 397.¢
1,951.° 1,828.¢

Less: accumulated depreciation (1,235.9) (1,155.0)
Property, plant and equipment, net $ 716.2 $ 673.¢

Depreciation of property, plant and equipment wb4653 million, $152.6 million, and $155.8 millioarffiscal 2011, 2010 and 2009,
respectively.
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NOTE 9. ASSETS HELD FOR SALE

During fiscal 2009, the Company reclassified assstged to three buildings as assets held for@aline Consolidated Balance Sheets. Such
assets were previously reported in property, paigt equipment, net on the Consolidated Balancet§hBEge Company sold two of the
buildings as of June 30, 2010. Additionally, durfisgal 2010, the Company reclassified assetsa@lttt one other building as assets held for
sale on the Consolidated Balance Sheets. At Jun2030, the Company had $11.8 million classified\asets Held for Sale on the
Consolidated Balance Sheets relating to the twllimgis that were subsequently sold during fiscdl120n fiscal 2011, the Company
reclassified an additional two buildings as Asséttd for Sale that were previously reported in gy, plant and equipment, net on the
Consolidated Balance Sheets. These two buildingairein Assets Held for Sale on the ConsolidatelduBz Sheets at June 30, 2011 for:
million.

NOTE 10. GOODWILL AND INTANGIBLE ASSETS, NET

Changes in goodwill for the fiscal year ended J8®e2011 and 2010 are as follows

Employer PEO Dealer

Services Services Services Total
Balance as of June 30, 2009 $ 1,567.( $ 4.8 $ 803.7 $ 2,375
Additions and other adjustments, net 80.€ - 1.4 82.C
Adjustments for discontinued operations - - (15.0 (15.0
Currency translation adjustments (36.3) - (22.9) (59.2)
Balance as of June 30, 2010 $ 1,611 $ 4.8 $ 767.2 $ 2,383.
Additions and other adjustments, net 251.2 - 332.¢ 584.2
Currency translation adjustments 72.4 = 33.7 106.1
Balance as of June 30, 2011 $ 1,935. $ 4.8 $ 1,133 $ 3,073t

In fiscal 2011, 2010 and 2009, the Company perfdrthe required annual impairment tests of goodavil determined that there was no
impairment.

Components of intangible assets are as follows:

June 30, 2011 2010
Intangibles:
Software and software licenses $ 1,322 $ 1,160.0
Customer contracts and lists 821.( 640.:
Other intangibles 238.% 209.t
2,381. 2,009.¢

Less accumulated amortization:

Software and software licenses (1,062.) (946.0
Customer contracts and lists (443.%) (375.6)
Other intangibles (160.2) (145.9)
(1,666.() (1,467.9)

Intangible assets, net $ 715.7 $ 542.¢

Other intangibles consist primarily of purchaseghts, covenants, patents and trademarks (acquirectlg or through acquisitions). All of tl
intangible assets have finite lives and, as sueghsabject to amortization. The weighted averageaiging useful life of the intangible assets
is 8 years (4 years for software and software §eenll years for customer contracts and lists8ayehrs for other intangibles). Amortization
of intangible assets was $171.9 million, 156.6ioml] and $151.9 million for fiscal 2011, 2010, &2@D9, respectively.
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Estimated amortization expenses of the Company&ieg intangible assets for the next five fiscahys are as follows:

Amount
Twelve months ending June 30, 2012 $ 169.¢
Twelve months ending June 30, 2013 $ 127.¢
Twelve months ending June 30, 2014 $ 95.2
Twelve months ending June 30, 2015 $ 69.5
Twelve months ending June 30, 2016 $ 53.2

The Company has not incurred significant costetew or extend the term of acquired intangibletashgring fiscal 2011.
NOTE 11. SHORT-TERM FINANCING

In June 2011, the Company entered into a $2.®hjllB64-day credit agreement with a group of lesd€ne 364-day facility replaced our
prior $2.5 billion 364-day facility. In additionhé¢ Company entered into a four-year $3.25 billicedit facility maturing in June 2015 that
contains an accordion feature under which the aggescommitment can be increased by $500.0 milsabject to the availability of
additional commitments. The four-year facility raped our prior $2.25 billion five-year facility, wef expired in June 2011. The Company
also has an existing $1.5 billion three-year créatitlity that matures in June 2013 that also cimstan accordion feature under which the
aggregate commitment can be increased by $500l@misubject to the availability of additional camtments. The interest rate applicabl
committed borrowings is tied to LIBOR, the fedeftalds effective rate or the prime rate dependinghemotification provided by the
Company to the syndicated financial institution®pto borrowing. The Company is also required &g facility fees on the credit agreeme
The primary uses of the credit facilities are toyie liquidity to the commercial paper program &mading for general corporate purposes, if
necessary. The Company had no borrowings througé 30, 2011 under the credit agreements.

The Company’s U.S. short-term funding requiremealated to client funds are sometimes obtainedutiina short-term commercial paper
program, which provides for the issuance of up&@% billion in aggregate maturity value of commarpaper. In August 2011, the
Company increased the U.S. short-term commerci@iparogram to provide for the issuance of up t@$®illion in aggregate maturity
value. The Company’s commercial paper programtedra-1+ by Standard and Poor’s and Prime-1 by M&od hese ratings denote the
highest quality commercial paper securities. Méiegiof commercial paper can range from overnighipt to 364 days. At June 30, 2011 and
2010, the Company had no commercial paper outstgnth both fiscal 2011 and 2010, the Company’saye borrowings were $1.6 billion,
at weighted average interest rates of 0.2%. Thghted average maturity of the Company’s commepagker in fiscal 2011 and 2010 was
less than two days for both fiscal years.

The Company’s U.S. and Canadian short-term funckggirements related to client funds obligatioressometimes obtained on a secured
basis through the use of reverse repurchase agneeridese agreements are collateralized pringipgligovernment and government age
securities. These agreements generally have temgsng from overnight to up to five business dayse Company has $2.0 billion available
to it on a committed basis under these reversercbpge agreements. At June 30, 2011 and 2010, wleeeeno outstanding obligations under
reverse repurchase agreements. In fiscal 2011 @h@, he Company had average outstanding balameks teverse repurchase agreements
of $505.2 million and $425.0 million, respectivest,weighted average interest rates of 0.4% arb0x@spectively.

NOTE 12. DEBT
Components of long-term debt are as follows:

June 30, 2011 2010

Industrial revenue bonds

(with variable interest rates from 0.4% tt%) $ 21¢€ $ 254
Secured financing 15.4 17.2
37.C 42.€

Less: current portion (2.8 (2.9)

$ 34z $ 39:¢
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During fiscal 2008, the Company entered into a stfinancing agreement, whereby the Company bado$21.1 million from a third par
in exchange for a security interest in a singlerdls unbilled accounts receivable, which is bikabver a ten-year period. The Company will
continue to collect amounts due from the clienthey are billed. The security interest in the reables retained by the third party is without
recourse against the Company in the event thatlignet does not make the appropriate paymentsa@timpany. As of June 30, 2011, the
Company has recorded approximately $2.8 milliorhimiaccrued expenses and other current liabiléies approximately $12.6 million
within long-term debt on the Company’s ConsolideBadance Sheets related to the secured financiaggement.

The fair value of the industrial revenue bonds atietr debt, included above, approximates carryalge:

Long-term debt repayments at June 30, 2011 arasiflows:

2013 $ 171
2014 1.8
2015 1.8
2016 1.8
2017 1.8
Thereafter 9.9

$ 342

Cash payments relating to interest on long-ternt def the short-term financing arrangements desdrib Note 11 were approximately $8.8
million, $8.9 million, and $40.1 million in fisc&011, 2010 and 2009, respectively.

NOTE 13. FOREIGN CURRENCY RISK MANAGEMENT PROGRAMS

The Company is exposed to market risk from changéseign currency exchange rates that could ihjgaconsolidated results of
operations, financial position or cash flows. Then{pany manages its exposure to these market Hsksgh its regular operating and
financing activities and, when deemed appropriait®ugh the use of derivative financial instrumeitse Company uses derivative financial
instruments as risk management tools and notdalinig purposes.

During fiscal 2010, the Company was exposed tadorexchange fluctuations on U.S. Dollar denomidatieort-term intercompany amounts
payable by a Canadian subsidiary to a U.S. sulsgidiahe Company in the amount of $178.6 milliorBUDollars. In order to manage the
exposure related to the foreign exchange fluctnatletween the Canadian Dollar and the U.S. DdalierCanadian subsidiary entered into a
foreign exchange forward contract, which obligatesl Canadian subsidiary to buy $178.6 million Wi&lars at a rate of 1.15 Canadian
Dollars to each U.S. Dollar on December 1, 200%rJgettlement of such contract on December 1, 2209dditional foreign exchange
forward contract was entered into that obligated@anadian subsidiary to buy $29.4 million U.S.larsl at a rate of 1.06 Canadian dollars to
each U.S. Dollar on February 26, 2010. The netdosthe foreign exchange forward contracts of $hailBon for the twelve months ended
June 30, 2010 was recognized in earnings in fa@a0 and substantially offset the foreign curremark-to-market gains and losses on the
related short-term intercompany amounts payable.sHortterm intercompany amounts payable were fully pgidhie Canadian subsidiary
the U.S. subsidiary by February 2010.

There were no derivative financial instruments tanding at June 30, 2011, 2010, or 2009.
NOTE 14. EMPLOYEE BENEFIT PLANS

A. Stock Plans.The Company recognizes stobised compensation expense in net earnings baskd tair value of the award on the dat
grant. Stock-based compensation consists of thanfimg:

e Stock Options.Stock options are granted to employees at exepcises equal to the fair market value of the Comyfsaoommon
stock on the dates of grant. Stock options arestssunder a grade vesting schedule. Options gramtedto July 1, 2008 generally ve
ratably over five years and have a term of 10 y&apgions granted after July 1, 2008 generally vatstbly over four years and have a
term of 10 years. Compensation expense for stotikrpis recognized over the requisite servicequefor each separately vesting
portion of the stock option award.
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e Employee Stock Purchase Plan.

e Prior to January 1, 2009, the Company offered apleyee stock purchase plan that allowed eligiblplegrees to purchase
shares of common stock at a price equal to 85%eofrtarket value for the common stock at the dagthichase price for the
offering was determined. No further compensatignemse related to this stock purchase plan wasdedafter completion of
the vesting period of the final offering under spéén on December 31, 2009.

e Subsequent to June 30, 2009, the Company offeesnitoyee stock purchase plan that allows eligibipleyees to purchase
shares of common stock at a price equal to 95%eofiarket value for the Company’s common stockheridst day of the
offering period. This plan has been deemed non-emsggtory and therefore, no compensation expendeceasrecorded.

e Restricted Stock.

e Time-Based Restricted StockThe Company has issued time-based restricted shomdrtain key employees. These shares are
restricted as to transfer and in certain circunt#ammust be returned to the Company at the origimahase price. The
Company records stock compensation expense relatithge issuance of restricted stock based on mariaes on the date of
grant on a straight-line basis over the period liclv the transfer restrictions exist, which is agite years from the date of
grant.

e Performance-Based Restricted StockThe performance-based restricted stock prograna lvme-year performance period,
and a subsequent six-month service period. Undepthgram, the Company communicates "target awaodsmployees at
the beginning of the performance period and, ab,qdigidends are not paid in respect of the "tasyedrds" during the
performance period. After the performance peribthe performance targets are achieved, asso@agesligible to receive
dividends on shares awarded under the programp@&Hermance target is based on earnings per shawngtgover the
performance period, with possible payouts rangingif0% to 150% of the "target awards." Stdased compensation expel
is measured based upon the fair value of the ammttie grant date. Compensation expense is reajoiz a straight-line
basis over the vesting period of approximately Iths, based upon the probability that the perfoceaarget will be met.

The Company currently utilizes treasury stock tiisfastock option exercises, issuances under thragainy’s employee stock purchase plan
and restricted stock awards. Stock-based compensatpense of $76.3 million, $67.6 million, and $9&illion was recognized in earnings
from continuing operations in fiscal 2011, 2010d 909, respectively, as well as related tax benefi$28.2 million, $22.3 million, and
$27.6 million, respectively.

Years ended June 30, 2011 2010 2009

Operating expenses $ 13.1 $ 117 $ 20.€
Selling, general and administrative expenses 51.¢ 45.¢ 60.4
System development and programming costs 11.4 10.C 15.C
Total pretax stock-based compensation expense $ 76.C $ 67.¢€ $ 96.C

As of June 30, 2011, the total remaining unrecagshizompensation cost related to non-vested staidngpand restricted stock awards
amounted to $9.6 million and $42.8 million, respedy, which will be amortized over the weightedeaage remaining requisite service
period of 1.5 years and 1.1 years, respectively.
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In fiscal 2011, the following activity occurred wrdour existing plans:

Stock Options:

Number of Option: Weighted Average Prit
Year ended June 30, 2011 (in thousands) (in dollars)

Options granted 1,39¢ $

w
0]

Options canceled (3,28) $

a1
w

Shares available for future grants,

end of year 30,15

Performance-Based Restricted Stock:

Number of Shares

(in thousands)

Year ended June 30, 2011

Restricted shares granted 1,38¢

Restricted shares forfeited (72)

Time-Based Restricted Stock:

Number of Shares

(in thousands)

Year ended June 30, 2011
Restricted shares granted 89

Restricted shares forfeited (26)

The aggregate intrinsic value of stock options tamtding and exercisable as of June 30, 2011 waé. $28illion and $237.7 million,
respectively. The aggregate intrinsic value focktoptions exercised in fiscal 2011, 2010 and 2088 $95.7 million, $29.1 million and
$19.7 million, respectively.

al
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Summarized information about stock options outstands of June 30, 2011 is as follows:

Outstanding Exercisable

Weighted Weighted
Exercise Number Remaining Average Number Remaining Average

Price of Options Life Price of Options Life Price
Range (in thousands (in years) (in dollars’ (in thousands (in years) (in dollars’
Under $2! 29¢ 1.7 $ 17 73 1.4 $ 17
$25 to $3! 1,581 1.t $ 31 1,531 1.3 $ 31
$35 to $4! 17,79( 3.8 $ 40 15,02( 3.4 $ 40
$45 to $5! 2,03¢ 3.8 $ 47 1,19¢ 1.3 $ 46
21,71« 3.€ $ $ 39

40 17,82¢ ST

In fiscal 2010, the Company issued 1.4 million sisdn connection with the final compensatory emeégtock purchase plan offering that
vested on December 31, 2009.

The fair value of each stock option issued priadaauary 1, 2005 was estimated on the date of geamg a Black-Scholes option pricing
model. For stock options issued on or after Janlia@005, the fair value of each stock option wetgreated on the date of grant using a
binomial option pricing model. The binomial modehsiders a range of assumptions related to vdjatilsk-free interest rate and employee
exercise behavior. Expected volatilities utilizadtie binomial model are based on a combinatidmpfied market volatilities, historical
volatility of the Company’s stock price and othactbrs. Similarly, the dividend yield is based @stdrical experience and expected future
changes. The risk-free rate is derived from the WrBasury yield curve in effect at the time ofmgrarhe binomial model also incorporates
exercise and forfeiture assumptions based on dysamaf historical data. The expected life of #teck option grant is derived from the
output of the binomial model and represents theodenf time that options granted are expected touistanding.

The fair value for stock options granted was ediahat the date of grant using the following assiiong:

Years ended June 30, 2011 2010 2009
Risk-free interest rate 1.4% -2.4% 2.3% -2.€% 1.8% -3.1%
Dividend yield 2.9% -3.5% 3.2% -3.4% 2.6% -3.5%
Weighted average volatility factor 24.5% -24.% 25.9% -30.4% 25.3% -31.2%
Weighted average expected life (in years) 5.1-5.2 5.0-5.1 5.0
Fair value $7.5¢ $7.0¢ $7.5¢

The weighted average fair values of restrictedkspdan issuances were as follows:

Year ended June 30, 2011
Performance-based restricted stock $ 40.2C
Time-based restricted stock $ 44.5¢

B. Pension PlansThe Company has a defined benefit cash balancégoeplan covering substantially all U.S. employagsjer which
employees are credited with a percentage of baselpa interest. The plan interest credit rateasmfrom year-to-year based on the ten-year
U.S. Treasury rate. Employees are fully vested wgmonpletion of three years of service. The Comapglicy is to make contributions
within the range determined by generally acceptddaaial principles. In addition, the Company hasiaus retirement plans for its non-U.S.
employees and maintains a Supplemental OfficersdRe¢nt Plan (“SORP”). The SORP is a defined bémpddin pursuant to which the
Company pays supplemental pension benefits toindaty officers upon retirement based upon thecef8’ years of service and
compensation.

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

The Company is required to (a) recognize in ittestent of financial position an asset for a plarésoverfunded status or a liability for a
plan’s net underfunded status, (b) measure a pksssts and its obligations that determine itsddratatus as of the end of the employer’s
fiscal year, and (c) recognize changes in the fdrafatus of a defined benefit plan in the year liiclv the changes occur in accumulated ¢
comprehensive income (loss).
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The Company’s pension plans funded status as & 3002011 and 2010 is as follows

June 30, 2011 2010

Fair value of plan assets at beginning afrye $ 981.7 $ 787.(

Employer contributions 158.1 112.C

Benefit obligation at beginning of year $ 1,087. $ 894.¢

Interest cost 56.€ 59.1

Currency translation adjustments
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Acquisitions

The amounts recognized on the Consolidated Bal8heets as of June 30, 2011 and 2010 consisted of:

June 30, 2011 2010

Current liabilities 4.5 3.9

Net amount recognize $ 134: $ (106.%)

The accumulated benefit obligation for all defirmmhefit pension plans was $1,167.4 million and 8.8 million at June 30, 2011 and 2010,
respectively.

The Company’s pension plans with accumulated beabklfigations in excess of plan assets as of JOn2@L1 and 2010 had the following
projected benefit obligation, accumulated benddligation and fair value of plan assets:

June 30, 2011 2010

Accumulated benefit obligation $143.2 $1,048.:
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The components of net pension costs were as fallows

Years ended June 30, 2011 2010 2009

Service cost - benefits earned

during the period $ 52t $ 47 $ 46.2
Interest cost on projected benefits 56.€ 59.1 56.7
Expected return on plan assets (88.5) (76.5) (70.9)
Amortization of losses 20.1 4.5 1.2

$ 407 $ 347 $ 33.¢

The net actuarial loss, prior service cost andsitam obligation for the defined benefit pensidans that are included in accumulated other
comprehensive income that have not yet been rezedris components of net periodic benefit cos$27&.0 million, $1.0 million and $7.8
million, respectively, at June 30, 2011. The estadanet actuarial loss, prior service cost, andisitaon obligation for the defined benefit
pension plans that will be amortized from accunadaither comprehensive income into net periodisioencost over the next fiscal year are
$13.7 million, $0.2 million, and $1.1 million, resgtively, at June 30, 2011.

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

Years ended June 30, 2011 2010
Discount rate 5.4% 5.2%
Increase in compensation levels 4.0(% 5.5(%

Assumptions used to determine the net pension expgenerally were:

Years ended June 30, 2011 2010 2009

Discount rate 5.2% 6.8% 6.9%
Expected long-term rate of return on assets 7.25% 7.25% 7.25%
Increase in compensation levels 5.5(% 5.5(% 5.5(%

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

The expected long-term rate of return on assetstsrmined based on historical and expected fuies of return on plan assets considering
the target asset mix and the long-term investnieategyy.

Plan Assets
The Company’s pension plans’ asset allocationsra 30, 2011 and 2010 by asset category were lag/fol

2011 2010
United States Fixed Income Securi 38% 37%
United States Equity Securities 41% 42%
International Securities 21% 21%
Total 10% 10%

The Company’s pension plans’ asset investmenesfyas designed to ensure prudent managementeisassnsistent with long-term return
objectives and the prompt fulfillment of all pensiplan obligations. The investment strategy andtassx were developed in coordination
with an asset liability study conducted by extegmisultants to maximize the funded ratio withldsest amount of volatility.
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The pension plans’ assets are currently investedrious asset classes with differing expectedsrateeturn, correlations and volatilities,
including large capitalization and small capitaiiaa U.S. equities, international equities, U.efl income securities and cash.

The target asset allocation ranges are generaflyllags:

United States Fixed Income Securities
United States Equity Securities

International Equity Securities

35% —45%
37% —-50%
12% —20%

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

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

Plan investments included in Level 1 are valuedgisiosing prices for identical instruments that taded on active exchanges. Plan
investments included in Level 2 are valued utiliginputs obtained from an independent pricing senvhich are reviewed by the Company
for reasonableness. To determine the fair valumiotevel 2 plan assets, a variety of inputs aitezed, including benchmark yields, reported
trades, non-binding broker/dealer quotes, issusrasis, two-sided markets, benchmark securities, bifers, reference data, new issue data,
and monthly payment information. The Plan has neel8 investments at June 30, 2011.

The following table presents the investments ofgbiesion plans measured at fair value at June@d,:2

Level 1 Level 2 Level 3 Total
Comingled trusts $ - $ 5297 $ - $ 5297
U.S. Government securities - 207.¢ - 207.¢
Mutual funds 283.2 - - 283.¢
Corporate and municipal bonds - 237.1 - 237.7
Mortgage-backed security bonds - 33.1 - 33.1
Total pension assets $ 2834 $ 1007¢ $ - $ 1,291

In addition to the investments in the above tathle,pension plans also held cash and cash equisale$22.0 million as of June 30, 2011.

The following table presents the investments ofgbesion plans measured at fair value at June@®:2

Level 1 Level 2 Level 3 Total
Comingled trusts $ - $ 3771 % - $ 3571
U.S. Government securities - 191.¢ - 191.c
Mutual funds 252.1 - - 252.1
Corporate and municipal bonds - 160.1 - 160.1
Mortgage-backed security bonds - 0.7 - 0.7
Total pension assets $ 2521 $ 7092 $ - $ 961:
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In addition to the investments in the above tathle pension funds also held cash and cash equisaé&$20.4 million as of June 30, 2010.
Contributions

During fiscal 2011, the Company contributed $158illion to the pension plans. In July 2011 the Campcontributed $75.0 million to the
pension plans and expects to contribute an additf®8.6 million to the pension plans during itcéikyear ended June 30, 2012 (“fiscal
2012%).

Estimated Future Benefit Payments

The benefits expected to be paid in each year frecal 2012 to 2016 are $49.8 million, $55.3 mifljé$61.1 million, $69.0 million and $76.9
million, respectively. The aggregate benefits exgeto be paid in the five fiscal years from 2042021 are $543.9 million. The expected
benefits to be paid are based on the same assurspised to measure the Company’s pension plansfibebligations at June 30, 2011 and
includes estimated future employee service.

C. Retirement and Savings PlanThe Company has a 401(k) retirement and savings plaich allows eligible employees to contributeta
35% of their compensation annually and allows higlimpensated employees to contribute up to 108#edf compensation annually. The
Company matches a portion of employee contribufiamich amounted to approximately $57.5 million53$bmillion, and $52.1 million for
the calendar years ended December 31, 2011, 26d® 009, respectively.

NOTE 15. INCOME TAXES

Earnings (loss) from continuing operations befo@me taxes shown below are based on the geogriaphiion to which such earnings are
attributable.

Years ended June 30, 2011 2010 2009

Earnings (loss) from continuing operations befoi@ime taxes:
United States $ 1,675.: $ 1,638.( $ 1,908.¢
Foreign 257.€ 225.% (8.5)

$ 11,9327 $ 1,863. $ 1,900.:

The provision (benefit) for income taxes consigtthe following components:

Years ended June 30, 2011 2010 2009
Current:

Federal $  449: $ 401.: $  708.¢

Foreign 96.¢ 104.£ (121.9)

State 24.7 54.1 35.2
Total current 570.¢ 559.¢ 622.¢
Deferred:

Federal 95.7 106.¢ (63.9)

Foreign 1.8 (15.1) 26.2

State 13.7 4.4 (10.¢)
Total deferred 107.€ 96.1 (47.9)
Total provision for income taxes $ 678t $ 655.¢ $ 575.(
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A reconciliation between the Company's effectiverite and the U.S. federal statutory rate is hevis:

Years ended June 30, 2011 % 2010 % 2009 %

Provision for taxes at U.S.

statutory rate $ 676.F 35.1 $ 6521 35.1 $  665.( 35.1

Increase (decrease) in provision from:

State taxes, net of federal tax 29.2 1.5 34.5 1.¢ 37.€ 2.C
Tax on repatriated earnings and foreign nmeo 30.2 1.6 15.1 0.8 43.C 2.2
Utilization of foreign tax credits (26.0) 1.3 (14.9 (0.9) (46.€) (2.4)
Tax settlements - - - - (220.0 6.3
Resolution of tax matters - - (12.2) (0.7) (2.€) (0.7)
Section 199 - Qualified Production Activitie (18.2) (1.0 (11.9) (0.€) (6.9 (0.4)
Other (13.9) 0.7 (6.9 0.4 5.E .2

$ 678.t 35.1 $ 655.¢ 35.2 $ 575.( 30.5

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

Years ended June 30, 2011 2010

Deferred tax assets:

Accrued expenses not currently deductible $ 205.¢ $ 227«
Stock-based compensation expense 95.7 100.¢

Net operating losses 111.¢ 80.¢
Other 10.€ &L
423.1 412.1

Less: valuation allowances (62.7) (61.9)
Deferred tax assets, net $ 361.( $ 350.C

Deferred tax liabilities:

Prepaid retirement benefits $ 97.7 $ 19.4
Deferred revenue 62.2 80.€
Fixed and intangible assets 298.¢ 176.¢
Prepaid expenses 61.2 46.¢
Unrealized investment gains, net 194.% 249.(
Tax on unrepatriated earnings 20.C 12.2
Other 0.4 -
Deferred tax liabilities $ 734« $ 5847
Net deferred tax liabilitie $ 373« $ 234t

There are $35.2 million and $35.4 million of cutrdeferred tax assets included in other currergtasm the Consolidated Balance Sheets at
June 30, 2011 and 2010, respectively. There are8$6lion and $84.5 million of longerm deferred tax assets included in other assetisa
Consolidated Balance Sheets at June 30, 2011 4 8spectively. There are $97.9 million, and $48illion of current deferred tax
liabilities included in accrued expenses and otluerent liabilities on the Consolidated Balance&feat June 30, 2011 and 2010,
respectively.

Income taxes have not been provided on undistribegenings of certain foreign subsidiaries in agragate amount of approximately
$1,016.7 million as of June 30, 2011, as the Compansiders such earnings to be permanently refedesitside of the United States. The
additional U.S. income tax that would arise on tegtion of the remaining undistributed earningsiddoe offset, in part, by foreign ti



credits on such repatriation. However, it is impicat to estimate the amount of net income tax thigiht be payable.
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The Company has estimated foreign net operatirgdagy-forwards of approximately $123.0 millionaislune 30, 2011, of which $30.9
million expires through 2031 and $92.1 million l@asindefinite utilization period. As of June 30120the Company has approximately $¢
million of federal net operating loss carry-forwafdom acquired companies. The net operating lassan annual utilization limitation
pursuant to section 382 of the Internal RevenueeGodl expires through 2026.

The Company has state net operating loss carryaimsvof approximately $259.8 million as of June BW,.1, which expire through 2030.

The Company has recorded valuation allowances 2f7$illion and $61.9 million at June 30, 2011 &40, respectively, to reflect the
estimated amount of domestic and foreign defea@dssets that may not be realized.

Income tax payments were approximately $628.7 om)l5693.4 million, and $719.1 million for fiscad21, 2010, and 2009, respectively.

As of June 30, 2011, 2010 and 2009 the Comparghilities for unrecognized tax benefits, which ud# interest and penalties, were $105.7
million, $107.2 million and $92.8 million respeatly. The amount that, if recognized, would imp#&et ¢ffective tax rate is $56.3 million,
$52.8 million and $42.0 million respectively. Tremainder, if recognized, would principally affeeferred taxes.

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

Fiscal 2011 Fiscal 2010 Fiscal 2009
Unrecognized tax benefits at beginningof: $ 1072 $ 92.& $ 404.
Additions for tax positions 9.7 13.2 19.C
Reductions for tax positions (2.4) (2.1 (6.4)
Additions for tax positions of prior periods 17.2 29.€ 111.¢
Reductions for tax positions of prior period (23.9) (2.0 (207.%)
Settlements with tax authorities (4.5 (5.0 (216.9
Expiration of the statute of limitations (0.9 (20.9) (3.5
Impact of foreign exchange rate fluctuations 2.1 (0.7 (7.9

Unrecognized tax benefits at end of year $ 1055 $ 1072 $ @ 92¢

Interest expense and penalties associated withrtaitéax positions have been recorded in the giomifor income taxes on the Statemen
Consolidated Earnings. During the fiscal years dnlime 30, 2011, 2010, and 2009, the Company redonterest expense of $1.7 million,
$4.0 million, and $15.5 million, respectively. P#igs incurred during fiscal years ended June 8Q,122010, and 2009 were not material. At
June 30, 2011, the Company had accrued interé&t5# million recorded on the Consolidated BalaBbeets, of which $0.4 million was
recorded within income taxes payable, and the nedealiwvas recorded within other liabilities. At JB% 2010, the Company had accrued
interest of $15.3 million recorded on the ConsdbdaBalance Sheets, of which $0.2 million was rdedrwithin income taxes payable, and
the remainder was recorded within other liabilitids June 30, 2011, the Company had accrued pegalfi$3.4 million recorded on the
Consolidated Balance Sheets, of which $0.1 wasdedowithin income taxes payable, and the remain@esrrecorded within other liabilitie
At June 30, 2010, the Company had accrued penali®$.1 million recorded on the Consolidated BataSheets, all of which was recorded
within other liabilities.

66




The Company is routinely examined by the IRS amdatahorities in foreign countries in which it caratls business, as well as tax authorities
in states in which it has significant business afiens. The tax years currently under examinatany by jurisdiction. Examinations in
progress in which the Company has significant lessroperations are as follows:

Taxing Jurisdiction Fiscal Years under Examination
U.S. (IRS) 2009 — 2011
California 2006 — 2008
lllinois 2004 — 2005
New Jerse 2002 - 2008
France 2008 — 2009

Canada completed its joint audit with the ProvioE@®ntario for the fiscal years ended June 30, 26@35ugh June 30, 2007 which did not
have a material impact to the consolidated findrat@ements of the Company.

The Company regularly considers the likelihood sfessments resulting from examinations in eacheojurisdictions. The resolution of tax
matters is not expected to have a material effeche consolidated financial condition of the Compaalthough a resolution could have a
material impact on the Company’s Statements of Glaieted Earnings for a particular future period am the Company’s effective tax rate.

If certain pending tax matters settle within thetrtevelve months, the total amount of unrecogniedbenefits may increase or decrease for
all open tax years and jurisdictions. Based onerurestimates, settlements related to variousdigtisns and tax periods could increase
earnings up to $10.0 million in the next twelve rimsn Audit outcomes and the timing of audit setdeis are subject to significant
uncertainty. We continually assess the likelihond amount of potential adjustments and adjustriberne tax provision, the current tax
liability and deferred taxes in the period in whtble facts that give rise to a revision become kmow

In January 2010, the Company reached an agreenitbnthe IRS regarding all outstanding tax auditiessin dispute for the tax years 2007
and 2008, which did not have a material impach&donsolidated financial statements of the Company

In June 2009, the Company reached an agreementheitiiRS regarding all outstanding tax audit isswigls the IRS in dispute for the tax
years 1998 through 2006. As a result, the Compamddhe IRS and other tax jurisdictions $217.5iomll which was satisfied by applyii
$113.2 million of funds on deposit and making caafiments of $103.0 million in fiscal 2010. The impaf this agreement was offset by a
receivable of $168.1 million from the IRS and otteet jurisdictions, of which $152.3 million was s#e¢ed in fiscal 2010. The remaining
balances are expected to be settled in fiscal 201f&scal 2009, the Company had previously recdrddiability for unrecognized tax benefits
of $317.6 million and recorded a benefit to thevision for income taxes of $99.7 million. Additidha in fiscal 2009, the Company included
a cumulative adjustment between domestic and foreggnings as a result of the audit settlementriestabove and a related agreement
with a foreign tax authority, and as a result, udeld a foreign tax benefit of $119.7 million iniit€ome tax provision.

In April 2009, the Company settled a state tax emator which the Company had previously recorddidlality for unrecognized tax benefits
of $14.2 million and a related deferred tax as§&50l million. Accordingly, the Company recordededuction in the provision for income
taxes of $9.2 million during the fourth quarterfistal 2009 related to the reversal of the liapifiir unrecognized tax benefits and the related
deferred tax asset. In addition, the Company reckavtax credit of $11.1 million related to the sammatter, which further reduced the
provision for income taxes during the fourth quadgfiscal 2009.
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NOTE 16. CONTRACTUAL COMMITMENTS, CONTINGENCIES AND OFF-BALANCE SHEET ARRANGEMENTS

The Company has obligations under various faciliied equipment leases and software license agnterietal expense under these
agreements was approximately $159.2 million, $17&ldon, and $194.2 million in fiscal 2011, 2018nd 2009, respectively, with minimum
commitments at June 30, 2011 as follows:

Years ending June 30,

2012 $ 131.(
2013 106.7
2014 80.€
2015 61.7
2016 29.2
Thereafte 31.:

$ 440.

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

As of June 30, 2011, the Company has purchase donemis of approximately $520.8 million relatingstftware and equipment purchases
and maintenance contracts, of which $194.6 miltedates to the fiscal year ending June 30, 20123 Rlmillion relates to the fiscal year
ending June 30, 2013 and the remaining $182.9aniliélates to fiscal years ending June 30, 20.8ugir fiscal 2016.

In September 2010, a purported class action lawsastfiled against the Company in the Superior €Colithe State of California, County of
Los Angeles. The lawsuit was subsequently removehd United States District Court, Central Dista€ California, Western Division. The
complaint alleges that the Company unlawfully haddtertain client calls and seeks statutory damagesservices at issue were performed
by an independent third-party vendor, and the Campelieves that it has the contractual right tbihdemnification from this vendor for

any potential losses it might incur with respecthte matter. In April 2011, the Company and thedtmparty vendor entered into a class action
settlement agreement with the plaintiff to settle matter subject to court approval. As part ofsblement, the Company was to be
dismissed from the action, and the third-party \wenill pay all settlement amounts. The third-pargndor is also paying all of the
Company’s legal fees and costs associated witbdfense of the matter. The Company was dismissed tine action on May 2, 2011. On
July 20, 2011 the court granted preliminary apprtwahe class action settlement and provisionadistified the settlement class. A hearing
final approval is scheduled for November 28, 2011.

On July 18, 2011, athenahealth, Inc. filed a coimpkgainst ADP AdvancedMD, Inc., a subsidiaryted Company. The complaint alleges

that ADP AdvancedMD'’s activities in providing medi@ractice management and billing and revenue gemant software and associated
services to physicians and medical practice masadg&inge two patents owned by athenahealth, The complaint seeks monetary dama

injunctive relief, and costs. The Company is cutlyeimvestigating the merits of the claims and imde to vigorously defend itself.

In June of 2011, the Company received a Commissm@arge from the U.S. Equal Employment Oppotiu@iommission (“EEOC”)
alleging that the Company has violated Title Vlitioé Civil Rights Act of 1964 by refusing to redtuiire, transfer and promote certain
persons on the basis of their race, in the Stalifirafis from at least the period of January 10200 the present. The Company is
investigating the allegations set forth in the Cassioner’'s Charge and intends to cooperate witiEEB®C's investigation.

The Company is subject to various claims and liiigain the normal course of business. When aipssnsidered probable and reasonably
estimable, the Company records a liability in theant of its best estimate for the ultimate lossthis time the Company is unable to
estimate any possible loss, or range of possilske leith respect to the matters described abovs.ig primarily because these matters are
still in early stages and involve complex issudgestt to inherent uncertainty. There can be norasse that these matters will be resolved in
a manner that is not adverse to the Company.

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

Comprehensive income is a measure of income thatdas both net earnings and other comprehensiearia (loss). Other comprehensive
income (loss) results from items deferred on thagobdated Balance Sheets in stockholders’ eqQitiier comprehensive income (loss) was
$157.6 million, $53.5 million, and $(120.2) million fiscal 2011, 2010, and 2009, respectively. #beumulated balances reported in
accumulated other comprehensive income on the didated Balance Sheets for each component of aibrmprehensive income (loss) are
follows:

June 30, 2011 2010 2009

Currency translation adjustments $ 183.1 $ 16.4 $ 92t

Unrealized net gain on available-for-sale

securities, net of tax 369.¢ 457.¢ 282.¢
Pension liability adjustment, net of tax (185.) (264.) (218.9)
Accumulated other comprehensive income $ 367.1 $ 209.t $ 156.(

NOTE 18. FINANCIAL DATA BY SEGMENT AND GEOGRAPHIC A REA

Based upon similar economic characteristics andadipaal characteristics, the Company’s strategiifess units have been aggregated into
the following three reportable segments: Employawiges, PEO Services and Dealer Services. Theapyicomponents of the “Other”
segment are miscellaneous processing services asualstomer financing transactions, non-recuigaigs and losses, resultsoperations ¢
ADP Indemnity and certain expenses that have ner lsbarged to the reportable segments, such dslsésed compensation expense.
Certain revenues and expenses are charged toptheaiele segments at a standard rate for manageaastns. Other costs are recorded
based on management responsibility. The fiscal 20102009 reportable segments’ revenues and earfrmmg continuing operations before
income taxes have been adjusted to reflect updisteal 2011 budgeted foreign exchange rates. litiaddthere is a reconciling item for the
difference between actual interest income earnddwasted funds held for clients and interest ¢eetliio Employer Services and PEO
Services at a standard rate of 4.5%. The reportagments’ results also include an internal cosigftal charge related to the funding of
acquisitions and other investments. All of thes@stchents/charges are reconciling items to ourntapte segmentsevenues and/or earnin
from continuing operations before income taxesrasdilts in the elimination of these adjustmentsigbsiin consolidation. Reportable
segments’ assets include funds held for clientsekalude corporate cash, corporate marketablerisesuand goodwill.
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Reconciling Items

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

Revenues from continuing operations $ 6,861.° $ 1543¢ $ 1,494.: $ 12¢  $ 1798 $ (2129 $ -8 9,879.!

Assets from continuing operations 27,069.( 262.1 677. 6,229.¢ - - - 34,238.:

Depreciation and amortization 210.¢ 11 99.2 120.2 - - (113.%) 318.4(a)

=

Revenues from continuing operations $ 6,376. $ 1,316 $ 1,205¢ $ 184 $ 1466 $ (136.7) $ - $ 8,927.7

Assets from continuing operations 20,560.! 160.¢ 517.7 5,623.: - - - 26,862..

Depreciation and amortization 217.7 1.2 82.4 113.¢ - - (105.¢) 309.4a

=

Revenues from continuing operations $ 6,378¢ $ 1,185.:¢ $ 1,242. $ 198 3 787 $ (66.5) $ - $ 8,838.¢

Assets from continuing operations 18,318.: 104.C 591.¢ 6,338.: - - - 25,351."

Depreciation and amortization 213.¢ 1.2 82.t 114.¢ - - (104.9) 307.%(a

=

P~

a) Includes $64.8 million, $70.6 million, and $70.3llioh for the years ended June 30, 2011, 2010 &9 2respectively, of depreciation and amortizathat does not relate to our
services and product
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Revenues and assets from continuing operationgbgrgphic area are as follows:

United
States Europe Canada Other Total

Revenues from continuing operations $ 7,930.¢ $  1,190.t $ 428.% $ 330« $ 9,879.t

Revenues from continuing operations $ 7,195.( $ 1,089.¢ $ 383.¢ $ 259: $ 8,927.7

Revenues from continuing operations $ 7,222.¢ $ 1,051 $ 343.¢ $ 220.€ $ 8,838.¢

NOTE 19. QUARTERLY FINANCIAL RESULTS (UNAUDITED)
Summarized quarterly results of our continuing afiens for the two fiscal years ended June 30, 20&1as follows:

First Second Third Fourth
Quarter Quarter Quarter Quarter

Costs of revenues $ 1,311¢ $ 1,380. $ 1,520.¢ $ 1,518.°

Net earnings from continuing operatic $ 278.t $ 310.1 $ 423.¢ $ 241.¢

Diluted earnings per share from

continuing operations $ 0.5€ $ 0.6z $ 0.8t $ 0.4¢

Costs of revenues $ 1,189:! $ 1,227.: $ 1,330. $ 1,282.:

Net earnings from continuing operatic $ 282.¢ $ 315.( $ 401.¢ $ 207.€

Diluted earnings per share from
continuing operations $ 0.5€ $ 0.62 $ 0.7¢ $ 0.4z

NOTE 20. SUBSEQUENT EVENT (UNAUDITED)
With the exception of those listed in Notes 11,dd] 16 there are no further subsequent eventiidoliosure.
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ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

The information called for by this item is providedder the caption “Quantitative and Qualitativeddsures About Market Risk” under
“ltem 7 — Management’s Discussion and AnalysisiofRcial Condition and Results of Operations.”

Item 8. Financial Statements and Supplementary Data
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsimeets of Automatic Data Processing, Inc. abdidiaries (the "Company") as of
June 30, 2011 and 2010, and the related consdfidétements of earnings, stockholders' equity,castl flows for each of the three years in
the period ended June 30, 2011. Our audits aldadad the consolidated financial statement schelikikd in the Index at Item 15(a) 2. Th
consolidated financial statements and consolidfagicial statement schedule are the responsilafihhe Company's management. Our
responsibility is to express an opinion on the otidated financial statements and consolidatedchfired statement schedule based on our
audits.

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

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinaricial position of Automatic Data
Processing, Inc. and subsidiaries as of June 3, aAd 2010, and the results of their operationistlagir cash flows for each of the three
years in the period ended June 30, 2011, in corifprmith accounting principles generally acceptedtie United States of America. Also,
our opinion, the consolidated financial statemeheslule, when considered in relation to the basisalidated financial statements taken as a
whole, presents fairly, in all material respedig, information set forth therein.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the Compan
internal control over financial reporting as of 880, 2011, based on the criteria establishedtérrial Control-ntegrated Framework issu
by the Committee of Sponsoring Organizations offtteadway Commission and our report dated Augus@41 expressed an unqualified
opinion on the Company's internal control over fiicial reporting.

/sl Deloitte & Touche LL
Parsippany, New Jersey
August 24, 2011
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Item 9. Changes in and Disagreements with Accountémon Accounting and Financial Disclosure
None.

Iltem 9A. Controls and Procedures

Attached as Exhibits 31.1 and 31.2 to this Annugpdtt on Form 10-K are certifications of ADP’s (isxecutive Officer and Chief
Financial Officer, which are required by Rule 13Hd) of the Securities Exchange Act of 1934, asrateé (the “Exchange Act”). This
“Controls and Procedures” section should be reamimunction with the report of Deloitte & Touch&R that appears on page 75 of this
Annual Report on Form 10-K and is hereby incorpetdierein by reference.

Management’s Evaluation of Disclosure Controls andProcedures

The Company carried out an evaluation (the “evadud), under the supervision and with the partitipa of the Companyg managemer
including its Chief Executive Officer and Chief Bimcial Officer, of the effectiveness of the Compamjsclosure controls and procedures, as
defined in Rules 13a-15(e) and 15d-15(e) undeEttenange Act. Disclosure controls and procedurelsidte, without limitation, controls and
procedures designed to ensure that informationimegjto be disclosed by the Company in the regbesit files or submits under the
Exchange Act is accumulated and communicated t€trepany’s management, including its Chief Exeau@ifficer and Chief Financial
Officer, or persons performing similar functions,appropriate to allow timely decisions regardiaguired disclosure. Based on the
evaluation, the Company’s Chief Executive Officed &hief Financial Officer have concluded that@@mmpany’s disclosure controls and
procedures were effective as of June 30, 2011 saramg that (i) information required to be discldd® the Company in reports that it files or
submits under the Exchange Act is accumulated anthwnicated to the Company’s management, incluidénghief Executive Officer and
Chief Financial Officer, to allow timely decisionsgarding required disclosure and (ii) such infaiorais recorded, processed, summarized
and reported within the time periods specifiechi@ Securities and Exchange Commission’s rules amasf

Management’s Report on Internal Control over Finandal Reporting

It is the responsibility of Automatic Data Procesgilnc.’s (“ADP”) management to establish and rteimeffective internal control over
financial reporting (as defined in Rule 13a-15¢fdar the Securities Exchange Act of 1934, as anthnttegernal control over financial
reporting is designed to provide reasonable assarBmADP’s management and board of directors digathe preparation of reliable
financial statements for external purposes in at@oce with generally accepted accounting principles

ADP’s internal control over financial reporting lades those policies and procedures that: (i) pettathe maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assets ¢t;AD) provide reasonable assurance that
transactions are recorded as necessary to perepagation of financial statements in accordanch getnerally accepted accounting
principles, and that receipts and expenditures@P&re being made only in accordance with authtioizs of management and directors of
ADP; and (iii) provide reasonable assurance reggrthie prevention or timely detection of unauthediacquisition, use or disposition of
ADP’s assets that could have a material effecherfinancial statements of ADP.
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Because of its inherent limitations, interoahtrol over financial reporting may not preventetect misstatements. Therefore, even those
systems determined to be effective can provide mdgonable assurance with respect to financisdratnt preparation and presentation.

Management has performed an assessment of théiwdfezss of ADP’s internal control over financiaporting as of June 30, 2011 based
upon criteria set forth itnternal Control - Integrated Framewoiksued by the Committee of Sponsoring Organizatidriie Treadway
Commission. Based on this assessment, managentenhded that ADP’s internal control over finanaiaporting was effective as of June
30, 2011.

Management has excluded Cobalt from our assessyhariernal control over financial reporting asJofne 30, 2011, because we acqt
Cobalt in August 2010. Cobalt is a wholly ownedsidlary of ADP, whose total assets, total revenaed,operating income before taxes
represent approximately 1.4 percent, 2.5 percewit, 120 percent, respectively, of the related cadat#d financial statement amounts as of
and for the year ended June 30, 2011.

Deloitte & Touche LLP, the independent registeratlie accounting firm that audited and reportedioconsolidated financial
statements of ADP included in this Annual Reportanm 10-K, has issued an attestation report ompieeating effectiveness of ADP’s
internal control over financial reporting. The Diéi® & Touche LLP attestation report is set fortidw.

/s/Gary C. Butler
Gary C. Butler
Chief Executive Office

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

Roseland, New Jersey
August 24, 2011

Changes in Internal Control over Financial Reportirg

There were no changes in ADP’s internal cdmtver financial reporting that occurred during thearter ended June 30, 2011 that have
materially affected, or are reasonably likely totenally affect, ADP’s internal control over finaatreporting.

74




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the internal control overfirial reporting of Automatic Data Processing, laed subsidiaries (the "Company") as of
June 30, 2011, based on criteria established @mrat Control —Integrated Framework issued by the Committee ohSping Organizatior
of the Treadway Commission. As described in Managsis Report on Internal Control over Financial Repgytimanagement excluded fr
its assessment the internal control over finarreipbrting at Cobalt, which was acquired in Augut@and whose financial statements
constitute 1.4 % of total assets, 2.5 % of totaéreies, and 1.0 % of operating income before takése consolidated financial statement
amounts as of and for the year ended June 30, 2@tbrdingly, our audit did not include the intekreantrol over financial reporting at
Cobalt. The Company's management is responsibla&antaining effective internal control over findgaaeporting and for its assessment of
the effectiveness of internal control over finaheggporting, included in the accompanying Managet'seReport on Internal Control over
Financial Reporting. Our responsibility is to exgg@n opinion on the Company's internal controt éimancial reporting based on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting Oversightri8d&nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethetigianternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company's internal control over financial repogtis a process designed by, or under the supemidj the company's principal
executive and principal financial officers, or gmrs performing similar functions, and effected g tompany's board of directors,
management, and other personnel to provide realassurance regarding the reliability of financ&dorting and the preparation of
financial statements for external purposes in at@moce with generally accepted accounting princifdesompany's internal control over
financial reporting includes those policies andcgdures that (1) pertain to the maintenance ofrdscihat, in reasonable detail, accurately
and fairly reflect the transactions and disposgiofithe assets of the company; (2) provide redsersssurance that transactions are recordec
as necessary to permit preparation of financiaéstants in accordance with generally accepted atcmuprinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management amdtdirs of the company; and (3)
provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, usedisposition of the company's assets
that could have a material effect on the finansfatements.

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

In our opinion, the Company maintained, in all maleespects, effective internal control over figa@l reporting as of June 30, 2011,
based on the criteria established in Internal @brtr Integrated Framework issued by the Commitfegpmnsoring Organizations of the
Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the
consolidated financial statements and financiakstant schedule as of and for the year ended Juri2021 of the Company and our report
dated August 24, 2011, expressed an unqualifiesi@pion those consolidated financial statementscandolidated financial statement
schedule.

/sl Deloitte & Touche LL
Parsippany, New Jersey
August 24, 2011
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Item 9B. Other Information
None.
Part Il
Item 10. Directors, Executive Officers and Corpora¢ Governance
Executive Officers

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

Employed b

Name Age Position ADP Since
Steven J. Anenen 58 President, Dealer Servict 1975
Michael A. Bonarti 46  Vice President, General Counsel and Secretary 1997
Gary C. Butler 64  Chief Executive Officer 1975
Michael L. Capone 44  Vice President and Chief Information Officer 1988
Michael C. Eberhard 49  Vice President and Treasurer 1998
Edward B. Flynn, 11l 51  Vice President, Employer Services—Sales 1988
Regina R. Lee 54  President, Employer Servi— National Account 1982

Services, Major Account Services, Benefits Seryice

Canada, and GlobalView
Anish Rajparia 40  President, Employer Servi—Small Business 2002

Services, TotalSource, and Retirement Services
Christopher R. Reidy 54  Chief Financial Officer 2006
Carlos A. Rodriguez 47  President and Chief Operating Offic 1999
Alan Sheiness 53  Corporate Controller and Principal Accounting Offic 1984
Jan Siegmund 47  President, Added Value Services i 1999

Chief Strategy Officer

Messrs. Anenen and Butler have each been gegbloy ADP in senior executive positions for mdrart the past five years.

Michael A. Bonarti joined ADP in 1997. Prior to lpsomotion to Vice President, General Counsel aaxt&ary in June 2010, he served
as Staff Vice President and Associate General Gadirean November 2007 to June 2010, as Associateefaé Counsel from January 2007
November 2007 and as Assistant General Counsel 2@f8 to January 200

Michael L. Capone joined ADP in 1988. Prior to pismotion to Vice President and Chief Informatioffi€2r in 2008, he served as
Senior Vice President and General Manager of GWibal from 2005 to 2008, and as Vice President, Gaafe Information Systems from
1999 to 2005.
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Michael C. Eberhard joined ADP in 1998. Ptwhis promotion to Vice President and Treasure&(@9, he served as Staff Vice President
and Assistant Treasurer from 2007 to 2009 and as Fresident, Corporate Treasury from 2004 to 2007.

Edward B. Flynn, Il joined ADP in 1988. Prior tistpromotion to Vice President, Employer Servicesales in 2009, he served as
President, Employer Services — International fr@@8to 2009 and as Senior Vice President of SaleBrployer Services, International,
from 2004 to 2008.

Regina R. Lee joined ADP in 1982. Prior to her potion to President — National Account Services,Ma&ccount Services, Benefits
Services, Canada, and GlobalView in 2011, she deasdPresident, Employer ServiceSmall Business Services and Major Account Sen
in 2010, as President, Employer Services — Natifeabunt Services and Employer Services — Inteonatifrom 2008 to 2010, as President,
National Account Services, Employer Services fr@di®2to 2008, and as President, Small Business&siMEmployer Services from 2004
2005.

Anish Rajparia joined ADP in 2002. Prior to his ration to President, Employer Services — Small Bess Services, TotalSource, and
Retirement Services in 2011, he served as PresiBergloyer Services — International from 2009 ta@0as President, Employer Services —
Europe from 2006 to 2009, and as General ManagaireRent Services, from 2004 to 2006.

Christopher R. Reidy joined ADP in 2006 as Viceditent and Chief Financial Officer. Prior to joigiADP, he was Vice President,
Controller and Chief Accounting Officer of the AT&orporation from 2003 to 2006.

Carlos A. Rodriguez joined ADP in 1999. Prior te promotion in 2011 to President and Chief Opegabifficer, he served as President,
Employer Services — National Account Services ammplgyer Services — International, President, Siafliness Services, Employer
Services, from 2007 to 2010 and as President afl$otrce, Employer Services from 2000 to 2007.

Alan Sheiness joined ADP in 1984. Prior to his potion to Corporate Controller and Principal AccangtOfficer in 2007, he served as
President, Small Business Services, Employer Sesyfcom 2006 to 2007, and as Chief Financial @ffiEmployer Services, from 2004 to
2005.

Jan Siegmund joined ADP in 1999. Prior to his proaroto President, Added Value Services and Chieft&gy Officer in 2009, he
served as President, Added Value Services from g9@009 and as Vice President, Strategic Developfnem 2004 to 2007.

Each of ADP’s executive officers is appointed fdeam of one year and until their successors aosemand qualified or until their death,
resignation or removal.

Directors

See “Election of Directors” in the Proxy Statemfamtthe Company’s 2011 Annual Meeting of Stockhoddevhich information is
incorporated herein by reference.

Section 16(a) Beneficial Ownership Reporting Compdince

See “Section 16(a) Beneficial Ownership Reportirgn@liance” in the Proxy Statement for the Compam@$1 Annual Meeting of
Stockholders, which information is incorporateddierby reference.
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Code of Ethics

ADP has adopted a code of ethics that apfiiés principal executive officer, principal finaial officer, principal accounting officer and
persons performing similar functions. The codetbfos may be viewed online on ADP’s website at wadp.com under “Ethics” in the
“About ADP” section. Any amendment to or waiversrir the code of ethics will be disclosed on our vitebsithin four business days
following the date of the amendment or waiver.

Audit Committee

See “Audit Committee Report” in the Proxy Statemfenthe Company’s 2011 Annual Meeting of Stockteotd which information is
incorporated herein by reference.

Item 11. Executive Compensation

See “Compensation of Executive Officers” and “Hlaiof Directors — Compensation of Non-Employeeebiors”in the Proxy Stateme
for the Company’s 2011 Annual Meeting of Stockhoddevhich information is incorporated herein byerehce.

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

See “Election of Directors — Security OwnershipCafrtain Beneficial Owners and Managers” and “Etectf Directors — Equity
Compensation Plan Information” in the Proxy Statetrier the Company’s 2011 Annual Meeting of Stodkleos, which information is
incorporated herein by reference.

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

See “Election of Directors — Corporate Governaringhe Proxy Statement for the Company’s 2011 AhMeeting of Stockholders,
which information is incorporated herein by referen

Item 14. Principal Accounting Fees and Services

See “Independent Registered Public Accounting FHrR€es” in the Proxy Statement for the Companylkl28nnual Meeting of
Stockholders, which information is incorporateddierby reference.

Part IV

Item 15. Exhibits, Financial Statement Schedules

(a) Financial Statements and Financial Statement Scheths

1. Financial Statements

The following report and consolidated financiakstaents of the Company are contained in PartdinI8 hereof:
Report of Independent Registered Public Accounfinm

Statements of Consolidated Earnings - years enatesl 30, 2011, 2010 and 2009

Consolidated Balance Sheets - June 30, 2011 ar@ 201

Statements of Consolidated Stockholders’ Equitgarg ended June 30, 2011, 2010 and 2009

Statements of Consolidated Cash Flows - years eha®e 30, 2011, 2010 and 2009

Notes to Consolidated Financial Statements
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2. Financial Statement Schedules

Page in Form 16
Schedule Il - Valuation and Qualifying Accounts 83

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

(b) Exhibits

The following exhibits are filed with this AnnuakRort on Form 10-K or incorporated herein by refeesto the document set forth next
to the exhibit in the list below:

3.1 - Amended and Restated Certificate of Incorporatiated November 11, 1998 - incorporated by referém&sxhibit 3.1 to the
Compan’s Registration Statement No. -72023 on Form -4 filed with the Commission on February 9, 1¢
3.2 - Amended and Restated By-laws of the Companyorparated by reference to Exhibit 3.2 to the Conyfm@urrent Report on

Form ¢-K dated November 13, 20(

10.1 - Separation and Distribution Agreement, datedfadarch 20, 2007, between Automatic Data Procesdimg and Broadridge
Financial Solutions, LLC - incorporated by referernie Exhibit 10.1 to the Company’s Current Reporform 8K dated Marct
21, 2007

10.z - Letter Agreement dated as of June 28, 2006 betwesomatic Data Processing, Inc. and Gary C. Butlecorporated by
reference to Exhibit 10.2 to the Comp’s Current Report on Forn-K dated June 28, 2006 (Management Conti

10.2 - Key Employees’ Restricted Stock Plan - incorpedaty reference to the Company’s Registration Sttt No. 33-25290 on
Form $-8 (Management Compensatory Pl

10.4 - Amended and Restated Supplemental Officers Re¢int Plan — incorporated by reference to Exhibit 16 the Company’s
Current Report on Fornm-K dated November 10, 2009 (Management CompensBlan)

10.5 - 1989 Non-Employee Director Stock Option Plancoirporated by reference to Exhibit 10(iii)(A)-#7ttee Company’s Annual
Report on Form 1-K for the fiscal year ended June 30, 1990 (Manag¢i@empensatory Plai

10.€ - Amendment to 1989 Non-Employee Director Stocki@pPlan - incorporated by reference to Exhibit{8) to the Company’s
Annual Report on Form -K for the fiscal year ended June 30, 1997 (Managgi@empensatory Plai

10.7 - 1994 Directors’ Pension Arrangement - incorpatdig reference to Exhibit 10(iii)(A)-#10 to the Cpamy’s Annual Report on
Form 1(-K for the fiscal year ended June 30, 1994 (Manag¢i@empensatory Pla
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10.8

10.9

10.1(

10.11

10.12

10.1

10.1¢

10.1¢

10.1¢

10.17

10.1¢

- 2000 Stock Option Plan - incorporated by referendexhibit 10.8 to the Company’s Quarterly RepartFmrm 10-Q for the
fiscal quarter ended September 30, 2009 (Manage@mmpensatory Plan)

- Automatic Data Processing, Inc. Deferred Comptmsdlan — incorporated by reference to Exhibiolid the Company’s
Annual Report on Form 10-K for the fiscal year ethdane 30, 2010 (Management Compensatory Plan)

- Change in Control Severance Plan for Corporafee@§, as amended - incorporated by referencexhibii 10.10 to the
Company’s Current Report on Form 8-K dated Jun€@66 (Management Compensatory Plan)

- Amended and Restated Employees’ Saving-Stocko®Rlan - incorporated by reference to Exhibit 1Gd the Company’s
Quarterly Report on Form 10-Q for the fiscal quaeteded December 31, 2005 (Management CompendRiamy

- 2003 Director Stock Plan - incorporated by refieseto Exhibit 4.4 to Registration Statement N&8-237377 on Form S-8
filed with the Commission on November 14, 2007 (Mgement Compensatory Plan)

- Amended and Restated Employees’ Savings-Stoath@se Plan — incorporated by reference to Exhihit3 to the
Company’s Quarterly Report on Form 10-Q for thedlsjuarter ended December 31, 2010 (Managemenp&usatory Plan)

- 364-Day Credit Agreement, dated as of June 221 28mong Automatic Data Processing, Inc., the eenfarty thereto,
JPMorgan Chase Bank, N.A., as Administrative AgBank of America, N.A., BNP Paribas, Wells FargmBaN.A.,
Barclays Capital, and Citibank, N.A., as Syndicatigents, and Deutsche Bank Securities Inc. aresénSanPaolo S.p.A, as
Documentation Agents - incorporated by referendexioibit 10.14 to the Company’s Current Report onnfr 8-K dated June
22,2011

- Four-Year Credit Agreement, dated as of Jun€@2], among Automatic Data Processing, Inc., thelees Party thereto,
JPMorgan Chase Bank, N.A., as Administrative Agém, Morgan Europe Limited, as London Agent, JRgdo Chase Ban
N.A., Toronto Branch, as Canadian Agent, Bank ofedica, N.A., BNP Paribas and Wells Fargo Bank, NBarclays Capita
and Citibank, N.A., as Syndication Agents, and Beli¢ Bank Securities Inc. and Intesa SanPaolo Sag.Bocumentation
Agents — incorporated by reference to Exhibit 1@d.Be Company’s Current Report on Form 8-K datene 22, 2011

- Three-Year Credit Agreement, dated as of Jun@@B), among Automatic Data Processing, Inc., #reders Party thereto,
JPMorgan Chase Bank, N.A., as Administrative AgBank of America, N.A., BNP Paribas and Wells FaBamk, N.A. as
Syndication Agents, and Barclays Bank PLC, CiticOfA, Inc., Deutsche Bank Securities Inc., InteaaPolo S.p.A, and
Morgan Stanley MUFG Loan Partners, LLC, as Docuisi@r Agents — incorporated by reference to ExHibitL6 to the
Company’s Current Report on Form 8-K dated June@50

- 2000 Stock Option Grant Agreement (Form for Engples) used prior to August 14, 2008 — incorporateteference to
Exhibit 10.1 to the Company’s Quarterly Report amrir 10-Q for the fiscal quarter ended SeptembeRB04 (Management
Compensatory Plan)

- 2000 Stock Option Grant Agreement (Form for FreAssociates) used prior to August 14, 2008cerporated by reference
Exhibit 10.2 to the Company’s Quarterly Report amri 10-Q for the fiscal quarter ended SeptembeRB04 (Management
Compensatory Plan)
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31.2

32.1
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- 2000 Stock Option Grant Agreement (Form for Non-Eyee Directors) used prior to August 14, 2008cenporated by
reference to Exhibit 10.3 to the Company’s QuaytBeéport on Form 10-Q for the fiscal quarter en8egtember 30, 2004
(Management Compensatory Plan)

- 2000 Stock Option Grant Agreement (Form for Engples) for use beginning August 14, 2008 — incotjgaray reference to
Exhibit 10.25 to the Company’s Current Report omi8-K dated August 13, 2008 (Management Compens&tian)

- Directors Compensation Summary Sheet — incorpdriay reference to Exhibit 10.20 to the Companylisu@erly Report on
Form 10-Q for the fiscal quarter ended Decembef80y (Management Compensatory Plan)

- Letter Agreement, dated as of August 1, 2006ybeh Automatic Data Processing, Inc. and Christoph&eidy —
incorporated by reference to Exhibit 10.22 to tleenPany’s Current Report on Form 8-K dated Augu®6 (Management
Contract)

- 2008 Omnibus Award Plan - incorporated by refeestio Appendix A to the Company’s Proxy Statemenits 2008 Annual
Meeting of Stockholders filed with the Commissian®eptember 26, 2008 (Management Compensatory Plan)

- Form of Restricted Stock Award Agreement under2B808 Omnibus Award Plan — incorporated by refegdn Exhibit 10.31
to the Company’s Quarterly Report on Form 10-Qtfierfiscal quarter ended December 31, 2008 (Manage@ompensatory
Plan)

- Form of Stock Option Grant Agreement under the®0mnibus Award Plan (Form for French Employeeisicerporated by
reference to Exhibit 10.30 to the Company’s Quérteeport on Form 10-Q for the fiscal quarter enBetember 31, 2008
(Management Compensatory Plan)

- Form of Stock Option Grant Agreement under the®0mnibus Award Plan (Form for Non- Employee Dioes) used on
November 11, 200- incorporated by reference to Exhibit 10.27 toGmenpany’s Quarterly Report on Form 10-Q for the
fiscal quarter ended December 31, 2008 (Managef@empensatory Plan)

- Form of Stock Option Grant Agreement under the®0mnibus Award Plan (Form for Non- Employee Dioes) for grants
after November 11, 2008 — incorporated by refereadexhibit 10.28 to the Company’s Quarterly RepmrtForm 10Q for the
fiscal quarter ended December 31, 2008 (Managef@empensatory Plan)

- Form of Stock Option Grant Agreement under the&®0mnibus Award Plan (Form for Employees) — inocoaped by
reference to Exhibit 10.29 to the Company’s Quérteeport on Form 10-Q for the fiscal quarter enBetember 31, 2008
(Management Compensatory Plan)

- Subsidiaries of the Company

- Consent of Independent Registered Public AccagrfEirm

- Certification by Gary C. Butler pursuant to Raleéa-14(a) of the Securities Exchange Act of 1934

- Certification by Christopher R. Reidy pursuanRiole 13a-14(a) of the Securities Exchange Acta#4l

- Certification by Gary C. Butler pursuant to 18LC. Section 1350, as adopted pursuant to SedliéroBthe Sarbanes-Oxley
Act of 2002

- Certification by Christopher R. Reidy pursuanii®U.S.C. Section 1350, as adopted pursuant tiio8e206 of the Sarbanes-
Oxley Act of 2002
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101.INS* - XBRL instance document

101.SCH’ - XBRL taxonomy extension schema document
101.CAL* - XBRL taxonomy extension calculation linkbase doeunt
101.LAB* - XBRL taxonomy label linkbase document

101.PRE* - XBRL taxonomy extension presentation linkbaseutoent

101.DEF* - XBRL taxonomy extension definition linkbase doamh

*  As provided in Rule 406T of Regulation S-T, thifoimation is furnished and not filed for purposéSections 11 and 12 of the
Securities Act of 1933, as amended, and Sectiaof #f8e Exchange Ac
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AUTOMATIC DATA PROCESSING, INC.
AND SUBSIDIARIES
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS

(In thousands)

Column A Column B Column C Column D Column E
Additions
1) 2)
Balance at  Charged to Charged Balance
beginning costs and to other at end of
of period expenses accounts Deductions period
Year ended June 30, 2011:
Allowance for doubtful accounts:
Current $ 4896: $ 23,61f % - $ (22,049%(A) $ 50,53
Long-term $ 16,048 $ 295 % -- $ (9569)A) 9 9,43¢
Deferred tax valuation allowance $ 61,88 $ 3,39¢ % 250(B) $ (5,089 $ 62,70(
Year ended June 30, 2010:
Allowance for doubtful accounts:
Current $ 4783 $ 21,177 $ = $ (20,046(A) $ 48,96
Long-term $ 18,03 $ 3,846 % -- $ (5,83)(A) $  16,04¢
Deferred tax valuation allowance $ 51,69 $ 19,98 % (5,21)(B) $ (4,57 $ 61,88
Year ended June 30, 2009:
Allowance for doubtful accounts:
Current $ 38400 $ 48,23. $ = $ (38,809(A) $ 47,83
Long-term $ 793 $ 17,94¢ % -- $ (7,85)(A) $  18,03¢
Deferred tax valuation allowance $ 4443( $ 21,24 $ (4569(B) $ (9,420 $ 51,69(
(A)  Doubtful accounts written off, less recoveries onaunts previously written of
(B) Includes amounts related to foreign exchange fatan.
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SIGNATURES

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

AUTOMATIC DATA PROCESSING, INC.
(Registrant)

August 24, 2011 By /s/ Gary C. Butler
Gary C. Butler
Chief Executive Officer

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

Signature Title Date
/sl Gary C. Butler Chief Executive August 24, 2011
(Gary C. Butler) Officer, Director

(Principal Executive Officer)

/sl Christopher R. Reidy Chief Financial Officer August 24, 2011
(Christopher R. Reidy) (Principal Financial Officer)

/sl Alan Sheiness Corporate Controller August 24, 2011
(Alan Sheiness) (Principal Accounting Officer)

/sl Gregory D. Brenneman Director August 24, 2011

(Gregory D. Brenneman)

/sl Leslie A. Brun Director August 24, 2011
(Leslie A. Brun)

/sl Eric C. Fast Director August 24, 2011
(Eric C. Fast)

/sl Linda R. Gooden Director August 24, 2011
(Linda R. Gooden)

/s/ R. Glenn Hubbard Director August 24, 2011
(R. Glenn Hubbard)

/s/ John P. Jones Director August 24, 2011
(John P. Jones)

/s/ Sharon T. Rowlands Director August 24, 2011
(Sharon T. Rowlands)

/s/ Enrique T. Salem Director August 24, 2011
(Enrique T. Salem)

/sl Gregory L. Summe Director August 24, 2011
(Gregory L. Summe)
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Name of Subsidial

ADP Atlantic, LLC

ADP Belgium CVA

ADP Brasil Ltda

ADP Broker-Dealer, Inc.

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

ADP Commercial Leasing, LLC

ADP Dealer Services Denmark ApS

ADP Dealer Services Deutschland GmbH
ADP Dealer Services Espana SL

ADP Dealer Services lItalia s.r.l.

ADP Dealer Services UK Limited

ADP Employer Services GmbH

ADP Europe SARL

ADP Europe S.A.

ADP France SAS

ADP GlobalView B.V.

ADP Group UK Limited

ADP GSiI Italia SpA

ADP Holding B.V.

ADP, Inc.

ADP Indemnity, Inc.

ADP Nederland B.V.

ADP Network Services Limited

ADP of Roseland, Inc.

ADP Pacific, Inc.

ADP Payroll Services, Inc.

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

ADP Technology Services, Inc.

ADP TotalSource Group, Inc.

ADP Vehicle Information Technology (Shanghai) Qdd
Automatic Data Processing Limited
Automatic Data Processing Limited (UK)
Business Management Software Limited
Digital Motorworks, Inc.

Employease, Inc.

The Cobalt Group, Inc.

VirtualEdge, Inc.

EXHIBIT 21

Jurisdiction of

Incorporation

Delaware
Belgium
Brazil
New Jersey
China
Canada
Delaware
Denmark
Germany
Spain
Italy
United Kingdon
Germany
France
France
France
Netherlands
United Kingdon
Italy
Netherlands
Delaware
Vermont
Netherlands
United Kingdon
Delaware
Delaware
Delaware
Delaware
Colorado
Delaware
Delaware
Florida
China
Australia
United Kingdon
United Kingdon
Texas
Delaware
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 &sngsidiary, would not have constituted a sigaifit subsidiary as of June 30, 2011.




EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by referemc@egistration Statement Nos. 33-46168, 333-10283;10277, 333-110393, 333-146565,
333-147377, 333-155382, 333-169110, and 333-170606orm S8 of our report dated August 24, 2011, relatingheoconsolidated financi
statements and consolidated financial statememidsté of Automatic Data Processing, Inc. and sudnsés (the “Company”), and the
effectiveness of the Company’s internal controlrdirancial reporting, appearing in the Annual Regpm Form 10-K of Automatic Data
Processing, Inc. for the year ended June 30, 2011.

/s/Deloitte & Touche LLP
Parsippany, New Jersey
August 24, 2011




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

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

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

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

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

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

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

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

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

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

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

Date: August 24, 2011

/sIGary C. Butler
Gary C. Butler
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. | have reviewed this annual report on Form 16fKutomatic Data Processing, Inc.;

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

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

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

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

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

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

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

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

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

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

Date: August 24, 2011

/s/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 Automatiat® Processing, Inc. (the “Company”) on Form 1®Kthe fiscal year ending June
30, 2011 as filed with the Securities and ExchaBgmmission on the date hereof (the “Repoit"zary C. Butler, Chief Executive Officer
the Company, certify, pursuant to 18 U.S.C. § 1280adopted pursuant to § 906 of the Sarbanes-@xiegf 2002, that:

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

(2) The information contained in the Report faphgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/s/Gary C. Butler

Gary C. Butler

Chief Executive Officer
Date: August 24, 2011




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 Autdindata Processing, Inc. (the “Company”) on For@aKlLfor the fiscal year ending June

30, 2011 as filed with the Securities and Excha@gemission on the date hereof (the “Report”), Iri€tbpher R. Reidy, Chief Financial
Officer of the Company, certify, pursuant to 18 ICS§ 1350, as adopted pursuant to § 906 of thieaBas-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/s/Christopher R. Reidy
Christopher R. Reidy
Chief Financial Officer
August 24, 2011




