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PART . FI NANCI AL | NFORVATI ON
ltem 1. FI NANCI AL STATEMENTS.
Aut omatic Data Processing, Inc. and Subsidiaries
Consol i dated Statenents of Earnings
(I'n thousands, except per share anounts)
(Unaudi t ed)
Three Mnt hs Ended Si x Mont hs Ended
Decenber 31, Decenber 31,

REVENUES: 2004 2003 2004 2003
Revenues, other than interest

on funds held for Enployer

Services clients and PEO

revenues $1, 769, 094 $1, 636,333 $3, 413,627 $3, 168, 722
I nterest on funds held for

Enpl oyer Services clients 91, 129 82, 202 175, 792 165, 136
PEO revenues (A) 133, 361 108, 865 258, 847 213,819
TOTAL REVENUES 1,993,584 _1,827,400 3,848, 266 3,547,677
EXPENSES:
Operati ng expenses 915, 719 810, 300 1, 782,739 1, 604, 541
Selling, general, and

adm ni strative expenses 465, 363 459, 293 911, 521 886, 171
Systens devel opnent and

progranmm ng costs 150, 070 133, 125 298, 794 264, 879
Depreci ation and anorti zation 76, 161 73, 609 150, 582 148, 335
O her incone, net (11, 349) (14, 067) (23,930) (32, 659)
TOTAL EXPENSES 1,595,964 _1,462, 260 3,119, 706 2,871, 267
EARNI NGS BEFORE | NCOVE TAXES 397, 620 365, 140 728, 560 676, 410
Provi sion for incone taxes 147,517 136, 560 270, 296 252,980
NET EARNI NGS $ 250,103 $ 228,580 $ 458,264 $ 423,430
BASI C EARNI NGS PER SHARE $ 0.43 % 0.39 $ 0.79 $ 0.71
DI LUTED EARNI NGS PER SHARE $ 0.42 % 0.38 $ 0.78 $ 0.71
Basi ¢ average shares

out st andi ng 583, 230 591, 685 583, 389 593, 264
D | uted average shares

out st andi ng 591, 086 597, 624 590, 473 599, 242
Di vi dends per common share $ 0.1550$ 0.1400 $ 0.2950 $ 0.2600

(A) Net of pass-through costs of $1,352,004 and $1, 037,864 for the three nonths
ended Decenber 31, 2004 and 2003, respectively, and $2,501, 491 and $1, 949, 433
for the six nmonths ended Decenber 31, 2004 and 2003, respectively.

See notes to the consolidated financial statenents.
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Automatic Data Processing, Inc. and Subsidiaries

Consol i dat ed Bal ance Sheets
(I'n thousands, except per share anopunts)
(Unaudi t ed)

Decenber 31, June 30,
2004 2004
Asset s
Current assets:
Cash and cash equival ents $ 1,131,117 $ 712,998
Short-term mar ket abl e securities 425, 354 416, 077
Account s recei vabl e, net 1, 108, 462 1, 057, 938
Securities clearing and outsourcing
recei vabl es 947,011 -
O her current assets 581, 929 574,576
Total current assets 4,193, 873 2,761, 589
Long-term mar ket abl e securities 442,991 963, 501
Long-term recei vabl es 202,678 196, 828
Property, plant and equi prent, net 650, 058 642, 353
O her assets 771, 924 720, 936
Goodwi | | 2,385, 278 2,195, 539
| nt angi bl e assets, net 766, 746 736, 281
Total assets before funds held for clients 9,413,548 8,217, 027
Funds held for clients 18, 775,831 12,903,532
Total assets $28, 189, 379 $ 21,120,559
Liabilities and Stockhol ders' Equity
Current liabilities:
Accounts payabl e $ 146,073 3 175, 175
Accrued expenses and other liabilities 1, 500, 501 1,482,703
Securities clearing and outsourcing payables 769, 965 -
| ncone taxes payabl e 184, 101 110, 546
Total current liabilities 2,600, 640 1,768, 424
Long-term debt 75, 926 76, 200
Oher liabilities 360, 191 319, 495
Def erred i ncone taxes 313, 635 283, 781
Def erred revenues 472,263 414,764
Total liabilities before client funds
obl i gati ons 3,822, 655 2,862, 664
Client funds obligations 18,710, 201 12,840, 225
Total liabilities 22,532, 856 15, 702, 889
St ockhol ders' Equity:
Preferred stock, $1.00 par val ue:
aut hori zed 300 shares, issued, none - -
Common stock, $0.10 par val ue:
aut hori zed 1, 000, 000 shares; issued 638, 702
shar es 63, 870 63, 870
Capital in excess of par val ue 35, 462 79, 646
Ret ai ned ear ni ngs 7,613,142 7,326,918
Treasury stock - at cost: 55,606 and 51, 587
shares, respectively (2,167, 135) (2,033, 254)
Accunul at ed ot her conprehensive inconme (| o0ss) 111, 184 (19, 510)
Total stockhol ders’ equity 5, 656, 523 5,417, 670
Total liabilities and stockhol ders’ equity $28, 189, 379 $ 21,120,559

See notes to the consolidated financial statenents.
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Automatic Data Processing, Inc.
Consol i dated Statenents of
(I'n thousands)

(Unaudi t ed)

Cash Flows from Operating Activities:

Net ear ni ngs

Adj ustnents to reconcile net earnings to net
cash flows provided by operating activities:
Depreci ation and anorti zation
Deferred inconme taxes
Anortization of prem uns and di scounts on
avai | abl e-for-sale securities
O her
Changes in operating assets and liabilities, net
of effects fromacquisitions of businesses:
| ncrease in accounts receivable
and ot her assets

Form 10Q
and Subsi di ari es
Cash Fl ows

Si x Mont hs Ended

Net change in securities clearing and outsourcing

recei vabl es and payabl es
Decrease in accounts payabl e and accrued
expenses

Net cash flows provided by operating activities

Cash Flows fromlnvesting Activities:

Purchases of marketable securities

Proceeds fromthe sale or maturity of marketable
securities

Net proceeds fromclient fund noney market
securities

Net change in client funds obligations

Capital expenditures

Addi tions to intangibles

Acqui sitions of businesses, net of cash acquired
Proceeds from sal e of busi nesses

O her
Net cash flows provided by (used in)
activities

i nvesting

Decenmber 31,
2004 2003

$ 458, 264 $ 423,430
150, 583 148, 335
26, 736 44,785

65, 093 58, 438

69, 353 52, 055
(57,762) (105, 852)
(17, 789) -
(2,629) (64, 649)
691, 849 556, 542
(3,564,849) (3,574,698)
3,576, 289 2,741, 261
(5,436,679) (4,965, 783)
5, 869, 976 5, 125, 477
(85, 968) (78, 017)
(39, 311) (45, 247)
(325, 724) (2,363)
17, 234 2,049
4,528 5,308
15, 496 (792, 013)




Cash Flows from Fi nanci ng Activities:

Paynment s of debt

Proceeds fromissuance of notes

Net proceeds fromreverse repurchase agreenents

Repur chases of common stock

Proceeds from stock purchase plan and exerci ses
of stock options

Di vi dends pai d

Net cash flows used in financing activities
Net change in cash and cash equival ents

Cash and cash equi val ents, begi nning of period
Cash and cash equi val ents, end of period

Form 10Q

(793) (985)
239 217
48, 681

(270, 032) (270, 602)

96, 7174 75, 259
(164, 095) (143, 006)

(289, 226) (339, 117)

418, 119 (574, 588)

712, 998 1,410, 218
$1,131, 117 $ 835,630

See notes to the consolidated financial statenents.
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Automatic Data Processing, Inc. and Subsidiaries
Notes to the Consolidated Financial Statements
(Unl ess ot herw se noted, anmounts in thousands, except per share anounts)
(Unaudi t ed)

Note 1. Basis of Presentation

The acconpanyi ng unaudi ted Consol i dated Financial Statenents reflect al

adj ust ments which, in the opinion of managenent, are necessary for a fair
presentation of the results for the interimperiods. Adjustnments are of a
normal recurring nature. These unaudited Consolidated Financial Statenents
shoul d be read in conjunction with the Consolidated Fi nancial Statenents and
rel ated notes of Automatic Data Processing, Inc. and Subsidiaries (ADP or the
Conmpany) as of and for the year ended June 30, 2004. The results of operations
for the three and six nonths ended Decenber 31, 2004 may not be indicative of
the results to be expected for the fiscal year ending June 30, 2005.

Note 2. New Accounting Pronouncenent

I n Decenber 2004, the Financial Accounting Standards Board issued Statenent of
Fi nanci al Accounting Standards No. 123R, “Share-Based Paynent” (SFAS No. 123R).
SFAS No. 123R is effective for the Conpany’s quarterly period endi ng Septenber
30, 2005. Among ot her things, SFAS No. 123R requires that conpensation cost
relating to share-based paynent transactions be recognized in the consolidated
financial statenents. Note 5, Fair Val ue Accounting for Stock-Based
Conmpensation, of the Notes to the Consolidated Financial Statenents of this
Quarterly Report on Form 10-Q contains pro forna disclosures regarding the

ef fect on net earnings and earnings per share as if the Conpany had applied the
fair value nmethod of accounting for stock-based conpensati on under SFAS No.
123, “Accounting for Stock-Based Conpensation,” (SFAS No. 123). However, the
cal cul ati on of conpensation cost for share-based paynent transactions in
accordance with SFAS No. 123R may be different fromthe cal cul ati on of
conpensati on cost under SFAS No. 123. The Conpany is currently evaluating the
new standard and nodel s which may be used to cal cul ate the expense for future
shar e- based paynent transactions.

Note 3. Acquisitions

The Conpany acquired three businesses during the six nonths ended Decenber 31,
2004 for approximately $320 million, net of cash acquired. These acquisitions
resulted in approximately $134 million of goodwill. Intangible assets
acquired, which total approximately $36 mllion, consisted primarily of
software, and custoner contracts and lists that are being anortized over a

wei ghted average |ife of 14 years. The Conpany al so nade $6 m | lion of
contingent paynents relating to previously consummat ed acqui sitions.

On Novenber 1, 2004, the Conpany acquired the U S. Cearing and BrokerDeal er
Services divisions of Bank of America Corporation (U S. Cearing and

Br oker Deal er Busi ness), which provide third-party clearing operations. The
acquisition of the U S. O earing and BrokerDeal er Busi ness enabl es the Conpany
to offer traditional clearing services to retail and institutional broker-
dealers in the United States that want to outsource their entire back-office
and clearing operations while maintaining their status as clearing brokers.
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Not e 4. Ear ni ngs Per Share (EPS)

For the periods ended Decenber 31, 2004

Thr ee nont hs ended Si x_nont hs ended
Net Aver age Net Aver age
Ear ni ngs Shar es EPS Ear ni ngs Shar es EPS
Basi c $250, 103 583, 230 $0. 43 $458, 264 583,389 $0.79
Ef fect of zero coupon
subor di nat ed not es 264 1, 209 529 1, 222
Ef fect of stock
opti ons - 6, 647 - 5,862
Di | ut ed $250, 367 591, 086 $0.42 $458, 793 590,473 $0.78
For the periods ended Decenber 31, 2003
Thr ee nont hs ended Si x_nont hs ended
Net Aver age Net Aver age
Ear ni ngs Shar es EPS Ear ni ngs Shar es EPS
Basi c $228, 580 591, 685 $0. 39 $423, 430 593,264 $0.71
Ef fect of zero coupon
subor di nat ed not es 491 1, 598 817 1, 602
Ef fect of stock
options - 4,341 - 4,376
Di | ut ed $229, 071 597, 624 $0. 38 $424, 247 599,242 $0.71
Options to purchase 26.6 mllion and 45.8 mllion shares of common stock for
the three nonths ended Decenber 31, 2004 and 2003, respectively, and 34.9
mllion and 49.9 mllion shares of commobn stock for the six nonths ended

Decenber 31, 2004 and 2003, respectively, were excluded fromthe cal cul ati on of
di l uted earni ngs per share because their exercise prices exceeded the average
mar ket price of outstanding cormmon shares for each respective period.

Note 5. Fair Val ue Accounting for Stock-Based Conpensation

The Conpany accounts for its stock options and enpl oyee stock purchase pl ans
under the recognition and nmeasurenent principles of Accounting Principles
Board Opi nion No. 25, “Accounting for Stock Issued to Enpl oyees,” and rel ated
Interpretations, as permtted by SFAS No. 123. No stock-based enpl oyee
conpensati on expense related to the Conpany’ s stock options and enpl oyee
stock purchase plans is reflected in net earnings, as all options granted
under the stock option plans had an exercise price equal to the nmarket val ue
of the underlying common stock on the date of grant, and for the enpl oyee
stock purchase plans, the discount does not exceed fifteen percent.

The followng table illustrates the effect on net earnings and earnings per
share if the Conpany had applied the fair value recognition provisions of
SFAS No. 123 to stock-based enpl oyee conpensati on.
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Thr ee Mont hs Ended Si x Mont hs Ended

Decenber 31, Decenber 31,
2004 2003 2004 2003
Net earnings, as reported $250, 103 $228, 580 $458, 264 $423,430

Add: St ock-based enpl oyee conpensati on

expense for restricted stock included

in reported net earnings, net of

rel ated tax effects 2,439 2,242 4,614 4, 059
Deduct: Total stock-based enpl oyee

conpensati on expense determ ned

using the fair val ue-based net hod

for all awards, net of related

tax effects (31,673) _(27,341) _(65,128) _(56,241)
Pro forma net earnings $220, 869 $203,481 $397,750 $371,248

Ear ni ngs per share:

Basic — as reported $0. 43 $0. 39 $0. 79 $0. 71
Basic — pro fornm $0. 38 $0. 34 $0. 68 $0. 63
Diluted — as reported $0.42 $0. 38 $0. 78 $0. 71
Diluted — pro forna $0. 37 $0. 34 $0. 67 $0. 62
Not e 6. O her I ncone, net
Three nont hs ended Si x nmont hs ended
Decenber 31, Decenber 31,
2004 2003 2004 2003
| nterest incone on corporate
f unds $( 26, 114) $(23,642) 3$(51,984) $(45,742)
| nt erest expense 10, 799 5,351 18, 907 10, 001
Real i zed gai ns on avail abl e-
for-sale securities (6, 058) (2,181) (8,661) (5, 441)
Real i zed | osses on avail abl e-
for-sale securities 10, 024 6, 405 17,808 8,523
O her incone, net $(11, 349) $(14,067) $(23,930) $(32,659)

Proceeds fromsales or maturities of avail able-for-sale securities were $1.7
billion and $1.8 billion for the three nonths ended Decenber 31, 2004 and 2003,
respectively, and $3.6 billion and $2.7 billion for the six nonths ended
Decenber 31, 2004 and 2003, respectively.
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Note 7. Conpr ehensi ve | ncone
Three nont hs ended Si x nont hs ended
Decenber 31, Decenber 31,
2004 2003 2004 2003
Net earni ngs $250, 103  $228, 580 $458, 264 $423, 430
QO her conprehensi ve i ncone:
Foreign currency transl ation
adj ust nent s 109, 428 89, 448 129, 527 25, 790
Unrealized net (loss) gain on
avai | abl e-for-sale securities _(37,153) (35, 773) 1,167 (82, 815)
Conpr ehensi ve i ncone $322, 378  $282, 255 $588, 958 $366, 405
Not e 8. I nterimFinancial Data by Segnent

As discussed in Note 3, the Conpany acquired the U S. Cearing and

Br oker Deal er Busi ness on Novenber 1, 2004. The Conpany has determ ned that
the acquired operations constitute a separate reportable segnment in
accordance wth Statenent of Financial Accounting Standards No. 131,

‘Di scl osures About Segnments of an Enterprise and Related Information.” The
Conmpany established a reportable segnent called Securities Cearing and

Qut sourcing Services as of Novenmber 1, 2004 to report the results of this
acqui red busi ness.

Enpl oyer Services, Brokerage Services, Dealer Services, and Securities
Clearing and Qutsourcing Services are the Conpany's reportable segnments. The
primary conponents of “Cther” are C ains Services, mscellaneous processing
services, and corporate allocations and expenses.

The Conpany eval uates the performance of its segnents based on operating
results before interest on corporate funds, foreign currency gains and

| osses, and incone taxes. Certain revenues and expenses are charged to
segnents at a standard rate for managenent reasons. Qher costs are recorded
based on managenent responsibility. The prior year’s segnent revenues and
earni ngs before incone taxes have been adjusted to reflect updated fiscal

year 2005 budgeted foreign exchange rates. Reconciling itens include foreign
exchange di fferences between the actual foreign exchange rates and the fiscal
year 2005 budgeted foreign exchange rates, and the adjustnent for the

di fference between actual interest inconme earned on invested funds held for
clients and interest credited to Enpl oyer Services at a standard rate of
4.5% Both of these adjustnents are elimnated in consolidation and as such
represent a reconciling itemto revenues and earni ngs before incone taxes.
The segnent results also include an internal cost of capital charge rel ated
to the funding of acquisitions and other investnents. This charge is
elimnated in consolidation and as such represents a reconciling itemto
earni ngs before incone taxes.
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Segnent Results (In mllions):
Revenues
Three Mont hs Ended Si x Mont hs Ended
Decenber 31, Decenber 31,
2004 2003 2004 2003
Enpl oyer Services $1, 235 $1, 160 $2, 412 $2,271
Br oker age Servi ces 355 341 686 655
Deal er Servi ces 243 218 481 429
Securities Cearing and
Qut sourci ng Services 15 - 15 -
O her 137 124 256 235
Reconciling itens:
For ei gn exchange 38 10 57 5
Client fund interest (29) (26) (59) (47)
Total revenues $1,994 $1, 827 $3, 848 $3, 548
Earni ngs Before |Incone Taxes
Three Mont hs Ended Si x Mont hs Ended
Decenber 31, Decenber 31,
2004 2003 2004 2003
Enpl oyer Services $ 286 $ 263 $ 505 $ 470
Br oker age Servi ces 49 33 88 53
Deal er Servi ces 37 37 72 69
Securities Clearing and
Qut sourci ng Services (5) - (5) -
O her 14 24 45 64
Reconciling itens:
For ei gn exchange 8 2 11 2
Client fund interest (29) (26) (59) (47)
Cost of capital
char ge 38 32 72 65
Total earnings before
i ncone taxes $ 398 $ 365 $ 729 $ 676




Note 9: Corporate Investnents and Funds Held for Cients

Decenber 31, 2004

Form 10Q

June 30, 2004

Cost Fai r Val ue Cost Fai r Val ue
Type of issue:
Money mar ket securities
and ot her cash
equi val ent s $ 8,590,125 $ 8,590,125 $ 2,903,284 $ 2,903, 284
Tradi ng securities: U S.
Treasury and direct
obligations of U S.
gover nment agenci es 26, 450 26, 450 - -
Avai | abl e-for-sale
securities:
U.S. Treasury and direct
obligations of U S.
gover nment agenci es 5, 900, 521 5, 933, 517 5, 449, 694 5, 485, 632
Asset backed securities 2,126, 363 2,131, 866 2,570, 424 2,580, 609
Cor por at e bonds 2, 303, 456 2, 303, 298 2,342,017 2,341, 015
Canadi an gover nnment
obl i gati ons and Canadi an
gover nnent agency
obl i gations 901, 975 918, 535 765, 908 774,877
O her debt securities 863, 508 870, 429 899, 216 900, 550
O her equity securities 1,465 1,073 5,696 10,141
Total avail able-for-sale
securities 12,097, 288 12,158,718 12,032, 955 12,092, 824
Total corporate investnents
and funds held for
clients $20, 713,863 $20, 775,293  $14,936,239 $14, 996, 108
Cl assification of
i nvestnments on the
Consol i dat ed Bal ance
Sheet s:
Cor porate investnents $ 2,003,662 $ 1,999,462 $ 2,096,014 $ 2,092,576
Funds held for clients 18, 710, 201 18, 775, 831 12, 840, 225 12,903, 532
Total corporate investnents
and funds held for
clients $20, 713,863 $20, 775,293  $14,936,239 $14, 996, 108

The Conpany’s “tradi ng” securities represent securities that have been pl edged
as collateral to exchanges and cl eari nghouses for security transactions of
the Securities Cearing and Qutsourcing Services segnent. These investnents
are recorded at fair value with the resulting net unrealized gains and | osses
reflected in “Revenues, Ot her Than Interest on Funds Held for Enployer
Services Cients and PEO revenues” in the Consolidated Statenents of

Ear ni ngs.

Gross unrealized gains and | osses on the avail able-for-sale securities are as
fol |l ows:

10-
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G oss G oss Unreal i zed

unr eal i zed gai ns unreal i zed | osses gai ns, net
Decenber 31, 2004 $105, 438 $(44, 008) $ 61, 430
June 30, 2004 $125, 585 $( 65, 716) $ 59, 869

The Conpany’s “avail abl e-for-sale” securities are carried on the Consoli dated
Bal ance Sheets at fair value at Decenber 31, 2004 and June 30, 2004. The
Conmpany believes that the available-for-sale securities that have fair val ues
that are bel ow cost are not other-than-tenporarily inpaired since it is
probabl e that principal and interest will be collected in accordance with the
applicable contractual ternms and the Conpany has the ability and intent to
hol d the avail able-for-sale securities until maturity.

Note 10. Securities Cearing and Qutsourcing Services

As discussed in Note 3, the Company acquired the U.S. Clearing and
BrokerDealer Business on November 1, 2004. The operations of the acquired
business are reported in the newly formed Securities Clearing and Outsourcing
Services segnment. The summary of the significant accounting policies
ass?c:?ted with the Securities Cearing and Qutsourcing Services segnent are
as 10l | OWs:

Recei vabl es from and Payables to C earing Custoners

Recei vabl es from and payables to clearing custoners represent the amounts
recei vabl e fromand payable to clearing custonmers in connection wth cash
and margin securities transactions. C earing custoner receivables are
included in “Securities dearing and Qutsourcing Receivabl es” and cl earing
custonmer payables are included in “Securities C earing and Qutsourcing
Payabl es” on the Consol i dated Bal ance Sheets. Receivabl es from custoners
are collateralized by securities that are not reflected in the
Consol i dat ed Bal ance Sheets.

Securities Borrowed and Securities Loaned

Securities borrowed and | oaned represent deposits made to or received from
ot her broker-dealers. Securities borrowed and securities |oaned are
recorded on the settlenment date based upon the anount of cash advanced or
received. Securities borrowed are included in “SecuritiesC earing and

Qut sourci ng Receivabl es” and securities | oaned are included in “Securities
Cl earing and Qutsourcing Payabl es” on the Consol i dated Bal ance Sheets. The
Conpany takes possession of securities borrowed, nonitors the market val ue
of securities | oaned and obtains additional collateral as appropriate.

Revenue Recognition

Custoner clearing security transactions and the rel ated revenues,
primarily consisting of custoner margin interest, and expenses, primarily
consi sting of brokerage clearing expenses and interest expense, are
recorded on a settlenent date basis. Revenues for the fees charged to an
i ntroduci ng broker-dealer to process trades in clearing accounts are
recorded on a trade date basis.

Securities clearing and outsourcing receivabl es and payabl es consi st of the
foll ow ng as of Decenber 31, 2004:

-11-



Form 10Q

Recei vabl es

Cl earing custoners $865, 172
Securities borrowed 53, 227
Br oker - deal ers and ot her 9, 335
Cl earing organi zati ons 5,779
Securities failed to deliver 13, 498
Tot al $947, 011
Payabl es
Cl earing custoners $382, 296
Securities | oaned 315, 780
Br oker - deal ers and ot her 49, 220
Securities failed to receive 22,669
Tot al $769, 965

Securities failed to deliver and failed to receive represent the contract
val ue of securities that have not been delivered or received as of the
settl enent date.

As of Decenber 31, 2004, the Conpany has received collateral, primarily in
connection wth securities borrowed and custoner margin | oans, with a market
val ue of approximately $2.0 billion which it can sell or repledge. O this
anount, approximately $0.4 billion has been pl edged or sold as of Decenber
31, 2004 in connection with securities |oaned and deposits wth clearing

or gani zati ons.

Note 11. Goodwi |l and Intangi bl e Assets, net

Changes in goodw || for the six nonths ended Decenber 31, 2004 are as
fol |l ows:
Securities
Cl earing and
Enpl oyer Brokerage Deal er Qut sour ci ng

Services Services Services Services O her Tot al

Bal ance as of

June 30, 2004 $1, 314,579 $366, 299 $324,111 $ - $190, 550 $2, 195, 539
Addi ti ons/

adj ust ment s (1, 506) 515 28, 692 109, 403 2, 859 139, 963
Sal e of business - - (1, 445) - - (1, 445)
Curmul ati ve

transl ati on

adj ust nment s 34, 780 2,262 2,080 - 12,099 51,221
Bal ance as of

Decenber 31,

2004 $1, 347,853 $369, 076 $353,438 $109, 403 $205,508 $2, 385, 278

-12-
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Conmponents of intangible assets are as foll ows:

Decenber 31, June 30,
2004 2004

| nt angi bl e assets:
Software and software |icenses $ 760,624 $ 729, 399
Custoner contracts and lists 677, 798 594, 841
O her intangi bl es 393, 252 391, 906

1, 831, 674 1, 716, 146
Less accunul ated anorti zati on (1,064, 928) (979, 865)
| nt angi bl e assets, net $ 766,746 $ 736,281

O her intangi ble assets consist primarily of purchased rights, covenants,
patents and trademarks (acquired directly or through acquisitions). Al of
the intangi bl e assets have finite lives and as such are subject to
anortization. The weighted average renmining useful Iife of the intangible
assets is 10 years (2 years for software and software |icenses, 15 years for
custoner contracts and lists and 11 years for other). Anortization of
intangi bles totaled $37.3 mllion and $33.8 mllion for the three nonths
ended Decenber 31, 2004 and 2003, respectively, and totaled $73.1 mllion and
$68.1 million for the six nonths ended Decenber 31, 2004 and 2003,
respectively. Estimated anortization expense of the Conpany’s existing

i ntangi bl e assets for the remaining six nonths of fiscal year 2005 and the
succeeding five fiscal years is as foll ows:

Amount
2005 $ 78,558
2006 132, 971
2007 108, 308
2008 79, 985
2009 44,810
2010 38,071

Note 12. Short-term Fi nanci ng

In June 2004, the Conpany entered into two new unsecured revol ving credit
agreenments, each for $2.25 billion, with certain financial institutions,
replacing a previous $4.5 billion credit agreenent. The two unsecured
revolving credit agreenents expire in June 2005 and June 2009, respectively.
The interest rate applicable to the borrowings is tied to LIBOR or prine
rate, depending on the notification provided by the Conpany to the syndi cated
financial institutions prior to borrowing. The Conpany is also required to
pay facility fees on the credit agreenments. The prinmary uses of the credit
facilities are to provide liquidity to the unsecured comrercial paper program
and to provide funding for general corporate purposes, if necessary. The
Conmpany had no borrow ngs through Decenber 31, 2004 under the two new credit
agr eenent s.

The Conpany maintains a U S. short-term comercial paper program providing
for the issuance of up to $4.5 billion in aggregate maturity val ue of
commerci al paper at the Conpany’s discretion. The Conpany’s conmmercial paper
programis rated A-1+ by Standard and Poor’s and Prinme 1 by Mbody's. These
rati ngs denote the highest quality commercial paper securities. Maturities
of commerci al paper can range fromovernight to 270 days. At Decenber 31,
2004 and 2003, there was no comrerci al paper outstanding. For the three
nmont hs ended Decenber 31, 2004 and 2003, the Conpany had average borrow ngs
of $1.5 billion and $1.4 billion, respectively, at an effective weighted
average interest rate of 2.0%and 1.0% respectively. For the six nonths
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ended Decenber 31, 2004 and 2003, the Conmpany had average borrow ngs of $1.4
billion and $1.3 billion, respectively, at an effective wei ghted average
interest rate of 1.7%and 1.0% respectively. The weighted average nmaturity
of the Company’s comrercial paper during the three and six nonths ended
Decenber 31, 2004 was | ess than two days for both periods.

The Conpany’s U.S. and Canadi an short-term funding requirenments related to
client funds obligations are sonetimes obtained on a secured basis through

t he use of repurchase agreenents, which are collateralized principally by
government and governnent agency securities. These agreenents generally have
terms ranging fromovernight to up to five business days. At Decenber 31
2004 and 2003, there were no outstandi ng repurchase agreenents. At Decenber
31, 2004, the Conpany held cash of $48.7 mllion froma reverse repurchase
transaction, for which the terns had ended, but for which the security had
not yet been received by the Conpany. The Conpany has a $48.7 mllion
liability recorded in accrued expenses on the Consolidated Bal ance Sheets to
settle the transaction. The security was received subsequent to Decenber 31,
2004. For the three nonths ended Decenber 31, 2004 and 2003, the Conpany had
an average outstandi ng bal ance for repurchase agreenents of $401.4 million
and $20.2 mllion, respectively, at a weighted average interest rate of 1.8%
and 2.2% respectively. For the six nonths ended Decenber 31, 2004 and 2003,
t he Conpany had an average outstandi ng bal ance for repurchase agreenents of
$395.7 mllion and $13.7 mllion, respectively, at a weighted average
interest rate of 1.6% and 2.2% respectively.

Not e 13. Pensi on Pl ans

The conponents of net pension expense were as foll ows:

Three nont hs ended Si x nmont hs ended
Decenber 31 Decenber 31
2004 2003 2004 2003
Servi ce Cost— benefits
earned during the period $ 7,506 $ 5,743 $14,889 $11, 486
| nt erest cost on projected
benefits 9,472 8, 422 18, 902 16, 844
Expected return on pl an
assets (13,072) (12,624) (26,116) (25,248)
Net anortization and
def erral 2,779 2,549 5, 557 5,098
Net pensi on expense $ 6,685 $ 4,090 $13,232 $ 8,180

The m ninmumrequired contribution to the Conpany’s pension plans is $0 in
fiscal year 2005. For the six nonths endi ng Decenber 31, 2004, the Conpany
did not make any contributions to the pension plans; however, the Conpany
expects to contribute approximately $40 m llion during fiscal year 2005.
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Note 14. Commitnments and Conti ngencies

It is not the Conpany’s practice to enter into off-balance sheet
arrangenents. However, in the normal course of business, the Conpany does
enter into contracts in which it guarantees the perfornmance of the Conpany’s
products and services. In addition, the securities transactions of the
Securities Clearing and Qutsourcing Services segnment involve coll ateral
arrangenents required by various regulatory and internal guidelines that are
nonitored daily. The Conpany does not expect any material |osses related to
such guarantees or collateral arrangenents.

The Conpany is a nenber of numerous exchanges and cl eari nghouses. Under the
nmenber shi p agreenents, nmenbers are generally required to guarantee the
performance of other nmenbers. Additionally, if a nmenber becomes unable to
satisfy its obligations to the cl earinghouse, other nenbers would be required
to meet these shortfalls. To mitigate these performance risks, the exchanges
and cl eari nghouses often require nmenbers to post collateral. The Conpany's
maxi mum potential liability under these arrangenents cannot be quantifi ed.
However, the Conpany believes that it is unlikely that the Conpany wll be
required to make paynents under these arrangenents. Accordingly, no
contingent liability is recorded in the consolidated financial statenments for
t hese arrangenents.

The Conpany’s securities clearing and outsourcing subsidiary is subject to
the Uniform Net Capital Rule of the Securities and Exchange Conmm ssion. At
Decenber 31, 2004, the aggregate net capital of such subsidiary was $235.9
mllion, exceeding the net capital requirenent by $215.9 mllion. The
Conmpany’s securities clearing and outsourcing subsidiary has secured
unlimted Securities Industry Protection Corporation (SIPC) insurance
coverage. Under the ternms of this program the Conpany’s securities and
out sourcing subsidiary is required to nmaintain an aggregate net capital of
$200 m | lion.

Not e 15. | ncone Taxes

On Cct ober 22, 2004, the American Jobs Creation Act (the AJCA) was signed
into law. The AJCA includes a deduction of 85%of certain foreign earnings
that are repatriated, as defined in the AJCA. The Conpany may elect to apply
this provision to qualifying earnings repatriations in either the bal ance of
fiscal year 2005 or in fiscal year 2006. The Conpany has started an

eval uation of the effects of the repatriation provision; however, the Conpany
does not expect to be able to conplete this evaluation until Congress acts on
t he pendi ng Technical Corrections Bill and the Treasury Departmnment provides
additional clarifying | anguage on key el enents of the provision. The Conpany
expects to conplete its evaluation of the effects of the repatriation
provision within a reasonable period of tine follow ng these actions. The
range of possible amounts that the Conmpany could repatriate under this
provision is between zero and $500 million. The related potential range of
incone tax i s between zero and $35 million. The actual cost to the Conpany

i s dependent on the factors discussed above.
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ltem 2. Managenent's Di scussion And Anal ysis O Financial Condition And
Results O Operations.

(Tabul ar dollars are presented in mllions, except per share anobunts)

CRI TI CAL ACCOUNTI NG POLI CI ES

Qur Consolidated Financial Statenents and acconpanyi ng notes have been
prepared in accordance with accounting principles generally accepted in the
United States of Anerica. The preparation of these financial statenents
requi res managenent to make estimates, judgnments and assunptions that affect
reported anmounts of assets, liabilities, revenues and expenses. W
continually evaluate the accounting policies and estinmates used to prepare

t he consolidated financial statements. The estimates are based on historical
experience and assunptions believed to be reasonable under current facts and
circunstances. Actual amounts and results could differ fromthese estinmates
made by managenent. Certain accounting policies that require significant
managenent estinmates and are deened critical to our results of operations or
financial position are discussed bel ow.

Revenue Recognition. Qur revenues are primarily attributable to fees for

provi ding services (e.g., Enployer Services payroll processing fees and
Brokerage Services’ trade processing fees) as well as investnent incone on
payrol |l funds, payroll tax filing funds and other Enployer Services’ client-
related funds. W typically enter into agreenents for a fixed fee per
transaction (e.g., nunber of payees or nunber of trades). Fees associated with
services are recognized in the period services are rendered and earned under
service arrangenents with clients where service fees are fixed or determ nable
and collectibility is reasonably assured. Interest incone on collected but not
yet remtted funds held for clients is recognized in revenues as earned, as the
col l ection, holding and remttance of these funds are critical conponents of
provi di ng these services.

We al so recogni ze revenues associated with the sale of software systens and
associ ated software licenses. For a majority of our software sales
arrangenments, which provide hardware, software |icenses, installation and post-
custoner support, revenues are recogni zed ratably over the software |icense
term as vendor-specific objective evidence of the fair values of the individual
el ements in the sal es arrangenent does not exist. Changes to the elenents in an
arrangenment and the ability to establish vendor-specific objective evidence for
those el enments could affect the timng of the revenue recognition.

The majority of our revenues are generated froma fee for service nodel

(e.qg., fixed-fee per transaction processed) in which revenue is recognized
when the rel ated services have been rendered under witten price quotations
or service agreenents having stipulated terns and conditions which do not
requi re managenent to nake any significant judgnents or assunptions regarding
any potential uncertainties.

W assess collectibility of our revenues based primarily on the

credi twort hi ness of the custoner as determ ned by credit checks and anal ysi s,
as well as the customer’s paynent history. W do not believe that a change
in our assunptions utilized in the collectibility determ nation would result
in a material change to revenues as no single custoner accounts for a
significant portion of our revenues.

Goodwi II.  We review the carrying value of all our goodwi Il in accordance with
St at enent of Financial Accounting Standards (SFAS) No. 142, “Goodwi Il and O her
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| nt angi bl e Assets,” by conparing the carrying value of our reporting units to
their fair values. W are required to performthis conparison at |east
annual ly or nore frequently if circunstances indicate possible inpairnent.
When determning fair value, we utilize a discounted future cash fl ow approach
usi ng various assunptions, including projections of revenues based on assuned
long-termgrowh rates, estimated costs, and appropriate di scount rates based
on the particul ar businesses’ wei ghted average cost of capital. Qur estinates
of long-termgrowh and costs are based on historical data, various internal
estimates and a variety of external sources, and are devel oped as part of our
routi ne |l ong-range planning process. The estimated fair val ue of the Conpany’s
reporting units exceeds the carrying value of the reporting units. W had
approximately $2.4 billion of goodwi |l as of Decenmber 31, 2004. G ven the
significance of our goodw ||, an adverse change to the fair value could result
in an inpairment charge, which could be material to our consolidated earnings.

| ncome taxes. W account for income taxes in accordance with SFAS No. 109,
“‘Accounting for Income Taxes,” which establishes financial accounting and
reporting standards for the effect of incone taxes. The objectives of
accounting for income taxes are to recogni ze the anmount of taxes payabl e or
refundabl e for the current year and deferred tax liabilities and assets for the
future tax consequences of events that have been recognized in an entity’s
financial statenents or tax returns. Judgnment is required in addressing the
future tax consequences of events that have been recogni zed in our financial
statenents or tax returns (e.g., realization of deferred tax assets, changes in
tax laws or interpretations thereof). |In addition, we are subject to the

conti nuous exami nation of our incone tax returns by the Internal Revenue
Service and other tax authorities. A change in the assessnent of the outcones
of such matters could materially inpact our consolidated financial statenents.

RESULTS OF OPERATI ONS

Anal ysi s of Consolidated Operations

(In mllions, except per share anounts)

Three Mont hs Ended Si x Mont hs Ended

Decenber 31, Decenber 31

2004 2003 Change 2004 2003 Change
Total revenues $1,994  $1, 827 9% $3,848  $3,548 8%
Tot al expenses $1,596  $1, 462 9% $3,119 $2,872 9%
Ear ni ngs before incone
t axes $ 398 $ 365 9% $ 729 $ 676 8%
Mar gi n 19. 9% 20. 0% 18. 9% 19.1%
Provi sion for incone
t axes $ 148 $ 136 8% $ 271 $ 253 7%
Effective tax rate 37.1% 37.4% 37.1% 37.4%
Net earni ngs $ 250 $ 229 9% $ 458 $ 423 8%
Di | uted earnings per
share $0.42 $ 0.38 11% $0.78 $0.71 10%
Revenues

Qur consolidated revenues for the quarter ended Decenber 31, 2004 grew 9% to
$2.0 billion primarily due to increases in Enployer Services of 7% or $75
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mllion, to $1.2 billion, Brokerage Services of 4% or $14 mllion, to $355
mllion, Dealer Services of 11% or $25 million, to $243 nillion as well as
$15 mllion fromour newWy formed Securities O earing and Qutsourcing

Servi ces segnent. Qur consolidated revenues, excluding the inpact of
acqui sitions and divestitures, grew 9% in the quarter endi ng Decenber 31,
2004 as conpared with the prior year. Revenue growth for the quarter was
al so favorably inpacted by $28 mllion, or 1.5% due to fluctuations in
foreign currency exchange rates.

Qur consolidated revenues for the quarter ending Decenber 31, 2004 incl udes
interest on funds held for Enployer Services clients of $91 mllion as
conpared to $82 million in the prior year. The increase in the consolidated
i nterest earned on funds held for Enployer Services clients primrily
resulted fromthe increase of 10%in our average client fund bal ances to
$10.7 billion for the quarter. The difference between the 4.5% standard rate
al l ocation in Enployer Services and the actual interest earned is a
reconciling itemthat is elimnated in consolidation and reduces revenues by
$29 mllion and $26 million in the quarters endi ng Decenber 31, 2004 and
2003, respectively.

Qur consolidated revenues for the year-to-date period ended Decenber 31, 2004
grew 8%to $3.8 billion primarily due to increases in Enployer Services of

6% or $141 million, to $2.4 billion, Brokerage Services of 5% or $31
mllion, to $686 mllion, Dealer Services of 12% or $52 mllion, to $481
mllion, as well as $15 mllion fromour newWy formed Securities C earing and
Qut sourcing Services segment. Qur consolidated revenues, excluding the

i npact of acquisitions and divestitures, grew 8% in the year-to-date period
endi ng Decenber 31, 2004 as conpared with the prior year. Revenue growh for
the year-to-date period was al so favorably inpacted by $52 mllion, or 1.5%
due to fluctuations in foreign currency exchange rates.

Qur consolidated revenues for the year-to-date period endi ng Decenber 31,
2004 includes interest on funds held for Enployer Services clients of $176
mllion, as conpared to $165 mllion in the prior year. The increase in the
consolidated interest earned on funds held for Enployer Services clients
resulted fromthe increase of 10%in our average client fund bal ances to
$10.4 billion for the year-to-date period. The difference between the 4.5%
standard rate allocation in Enployer Services and the actual interest earned
is areconciling itemthat is elimnated in consolidation and reduces
revenues by $59 mllion and $47 mllion in the year-to-date periods ending
Decenber 31, 2004 and 2003, respectively.

Expenses

Qur consol i dated expenses for the quarter ending Decenber 31, 2004 increased
by $134 mllion, from$1.5 billion to $1.6 billion. The increase in our
consol i dat ed expenses is primarily due to our increase in revenues, including
t he additi onal expenses associated with acquisitions. |n addition,
consol i dat ed expenses increased by $22 mllion, or 1.5% due to fluctuations
in foreign currency exchange rates. QOperating expenses increased by $105
million, or 13% prinmarily due to the increase in revenues, including the

i ncreases in the Professional Enployer Organization (PEO business and

i nvestor conmuni cations activity, which both have pass-through costs.

Selling, general and adm nistrative expenses increased by $6 mllion to $465
million primarily due to the additional sales force to support the revenue
grow h. Systens devel opnent and programm ng costs increased by $17 mllion to
$150 million due to continued investnents in sustaining our products,
primarily in our Enployer Services business, and the naintenance of our
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exi sting technol ogy throughout all of our businesses.

Qur consol i dated expenses for the year-to-date period increased by $248

mllion, from$2.9 billion to $3.1 billion. The increase in our consolidated
expenses is primarily due to our increase in revenues, including the
addi ti onal expenses associated with acquisitions. 1In addition, consolidated
expenses increased by $44 mllion, or 1.5% due to fluctuations in foreign
currency exchange rates. Cperat|ng expenses increased by $178 mllion, or

11% primarily due to the increase in revenues, primarily in the PEO busi ness
and investor comrunications activity. Selling, general and administrative

expenses increased by $25 mllion to $912 mllion primarily due to the
additional sales force to support the revenue growh. Systens devel opnent and
programri ng costs increased by $34 mllion to $299 mllion due to continued

i nvestments in sustaining our products, primarily in our Enployer Services
busi ness, and the nai ntenance of our existing technol ogy throughout all of
our businesses. |In addition, other income, net, decreased $9 mllion
primarily due to the increase in interest expense of $9 mllion due to the
increase in the interest rates on our short-termfinancing arrangenents.

Ear ni ngs Before Incone Taxes

Earni ngs before income taxes increased by $32 mllion, or 9% to $398 mllion
for the quarter ending Decenber 31, 2004 and $52 mllion, or 8% to $729
mllion during the year-to-date period ending Decenber 31, 2004 due to the

i ncrease in revenues and expenses di scussed above.

Provi sion for | ncone Taxes

Qur effective tax rate for both the quarter and year-to-date period ending
Decenber 31, 2004 was 37.1% as conpared to 37.4% for the conparabl e period of
the prior year. The decrease in the effective tax rate for both periods is
attributable to a favorable m x in income anong tax jurisdictions.

Net Ear ni ngs

Net earnings for the quarter increased 9% to $250 mllion from $229 nmillion
and the related diluted earnings per share increased 11%to $0.42. Net
earnings for the year-to-date period increased 8% to $458 nmillion from $423
mllion and the related diluted earnings per share increased 10%to $0.78.
The increase in net earnings for both the quarter and year-to-date period
reflects the increase in earnings before income taxes and the inpact of the
| oner effective tax rate. The increase in diluted earnings per share for
both the quarter and year-to-date period reflects the increase in net
earnings and the inpact of fewer shares outstanding due to the repurchase of
6.3 mllion shares during the year-to-date period and 15.8 mllion shares in
fiscal year 2004.
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Anal ysi s of Busi ness Segnents

Revenues
(In m1lions)
Three Mont hs Ended Si x Mont hs Ended
Decenber 31, Decenber 31,
2004 2003 Change 2004 2003 Change
Enpl oyer Services $1,235 $1, 160 7% $2,412  $2,271 6%
Br oker age Servi ces 355 341 4 686 655 5
Deal er Servi ces 243 218 11 481 429 12
Securities Cearing and
Qut sourci ng Services 15 - - 15 - -
O her 137 124 10 256 235 9
Reconciling itens:
For ei gn exchange 38 10 57 5
Client fund interest (29) (26) (59) (47)
Total revenues $1,994 $1, 827 9% $3, 848 $3, 548 8%
Ear ni ngs Before I ncone Taxes
(In m1lions)
Three Mont hs Ended Si x Mont hs Ended
Decenber 31, Decenber 31,
2004 2003 Change 2004 2003 Change
Enpl oyer Services $ 286 $ 263 9% $ 505 $ 470 8%
Br oker age Servi ces 49 33 52 88 53 68
Deal er Servi ces 37 37 - 72 69 4
Securities Clearing and
Qut sourci ng Services (5) - - (5) - -
O her 14 24 (42) 45 64 (30)
Reconciling itens:
For ei gn exchange 8 2 11 2
Client fund interest (29) (26) (59) (47)
Cost of capital
char ge 38 32 72 65
Total earnings before
i ncome taxes $ 398 $ 365 9% $ 729 $ 676 8%

Enpl oyer Servi ces
Revenues

Enpl oyer Services' revenues increased 7% for the quarter and 6% for the year-
to-date period ended Decenber 31, 2004 as conpared to the prior year
primarily due to new business started in the period, the nunber of enpl oyees
on our clients’ payrolls, strong client retention and an increase in interest
earned on client fund bal ances. Internal revenue growth, which represents
revenue growt h excluding the inpact of acquisitions and divestitures, was
approximately 6% for both the quarter and year-to-date period. New business
sales grew 8% during the quarter due to the increased gromh in the

sal esforce and productivity. The nunber of enployees on our clients’
payrolls, “pays per control,” increased 2.0%for the quarter and 1.9% for the
year-to-date period in the United States. This enploynment netric represents
over 125 thousand payrolls across a broad range of U.S. geographi es ranging

-20-



Form 10Q
fromsmall to very |arge businesses. Qur client retention in the United
States i nproved by one percentage point in the quarter and 0.7 percentage
points for the year-to-date period fromrecord retention levels in fisca
year 2004 due to our continued investnent and conmtnent to client service.

Interest incone is credited to Enpl oyer Services at a standard rate of 4.5%

I nterest incone increased for the quarter and year-to-date periods due to the
increase in the average client fund bal ances as conpared to the prior year.
The average client funds bal ance was $10.7 billion during the quarter as
conpared to $9.7 billion in the second quarter of fiscal year 2004 and $10.4
billion during the year-to-date period as conpared to $9.5 billion for the
prior year, representing an increase of 10% for both peri ods.

Revenues from our "beyond payroll" products continued to grow at a faster
rate than the traditional payroll and payroll tax revenues. Qur PEO revenues
grew 23% to $133 mllion, during the quarter and 21% to $259 mllion, for
the year-to-date period primarily due to 15% growth in the nunber of PEO

wor ksit e enpl oyees and additional pass-through benefits. |In addition,
"beyond payroll|l" revenues increased due to increased nunmber of clients
utilizing services such as Tine and Labor Managenent and Tot al Pay Servi ces.

Ear ni ngs Before Incone Taxes

Ear ni ngs before incone taxes in Enployer Services increased 9% from $263
mllion to $286 million for the quarter and 8% from $470 mllion to $505
mllion, for the year-to-date period, primarily due to the increase in
revenues in the respective periods. Operating expenses, selling, general and
adm ni strative expenses and systens devel opnent and progranm ng costs
increased 6% for the quarter and year-to-date period due to the increase in
operating and sal es personnel, and mai ntenance of our products and services
to support the revenue growth. Qur expenses at Enpl oyer Services did not

i ncrease conparably with our revenue prinmarily due to the | everagi ng of our

i ncreasi ng revenues, which favorably inpacted certain selling, general and
adm ni strative expenses. |In addition, earnings before inconme taxes increased
approximately $7 mllion during the quarter and $11 mllion during the year-
to-date period as a result of the conpletion of integration of certain

acqui sitions, primarily ProBusiness Services, Inc., in the prior year.

Br oker age Servi ces
Revenues

Br okerage Services' revenues increased 4% for the quarter and 5% for the
year-to-date period ended Decenber 31, 2004 primarily due to an increase in
certain investor comrunications activity. Revenues from i nvestor

conmuni cations increased by 8% to $245 nmillion for the quarter and by 8%to
$469 mllion for the year-to-date period primarily due to increases in the
vol une of our proxy and interimconmunications services, as well as increases
in our distribution services revenues for post-sale nmutual fund docunments and
statenents and new busi ness sales. Qur proxy and interimconmunication

pi eces delivered increased 18% for the quarter, from 167 mllion to 197
mllion, and 19% for the year-to-date period, from311l mllion to 372
mllion. The increase in the quarterly and year-to-date proxy and interim

comuni cation activity resulted fromnore hol ders of equities and increased
activity related to additional mutual fund neetings. Qur back-office trade
processing revenues of $84 million for the quarter and $166 mllion for the
year-to-date period remained flat for both periods due to a nunber of

of fsetting itens. The acquisition of the U S. Cearing and BrokerDeal er
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Servi ces Divisons of Bank of America, which was previously a custoner of
Br okerage Services, reduced revenues slightly, as the back-office services
previously provided to such third-party becane an internal (interconpany)
service. The average trades per day increased 18% from1.31 mllion to 1.55
mllion, for the quarter and 14% from1.28 mllion to 1.46 mllion, for the
year-to-date period. These increases are primarily due to net new business
sales and growmh in our existing client base. These increases were offset by
the decline in the average revenue per trade of 15% for both the quarter and
the year-to-date period primarily due to the volunme processed under tiered
pricing agreenents and the increase in electronic retail trades.

Ear ni ngs Before |Incone Taxes

Ear ni ngs before incone taxes increased $16 mllion, to $49 mllion, for the
quarter and $35 mllion, to $88 mllion, for the year-to-date period
primarily due to increased revenues in our investor comrunication activities.
Selling, general and adm nistrative expenses for the quarter and year-to-date
period were favorably inpacted due to collections of receivabl es which were
previously reserved. |In addition, earnings before incone taxes increased
approximately $3 mllion during the quarter and $8 mllion during the year-
to-date period as a result of the elimnation of unprofitable business Iines
and al i gnment of our cost structure in our underperform ng businesses that
occurred during fiscal year 2004.

Deal er Servi ces
Revenues

Deal er Services' revenues increased 11%for the quarter and 12% for the year-
to-date period ended Decenber 31, 2004 when conpared to the prior year.

I nternal revenue growth was apprOX|nater 6% for both the quarter and year-
to-date period. Revenues increased for our deal er business systens in North
Anerica by $26 million to $199 million for the quarter and by $53 mllion to
$398 mllion for the year-to-date period primarily due to growth in our key
products and the effect of acquisitions. The growth in our key products was
primarily driven by the increased users for Application Service Provider
(ASP) managed services, new network installations, and increased market
penetration of our Customer Relationship Managenent (CRM product.

Ear ni ngs Before Incone Taxes

Ear ni ngs before incone taxes remained flat for the quarter and increased by
4% for the year-to-date period primarily due to the increase in revenues

of fset by costs relating to the integration of acquisitions that occurred
during the fourth quarter of fiscal year 2004 and additional sal es expenses
relating to headcount additions to support the revenue growth for both

peri ods.

Securities Clearing and Qutsourcing Services

On Novenber 1, 2004, the Conpany acquired the U S. Cearing and BrokerDeal er
Servi ces divisions of Bank of America Corporation (U S. Cearing and

Br oker Deal er Busi ness), which provides third-party clearing operations. The
results of the acquired business are reported in the newy forned Securities
Cl earing and Qutsourcing Services segnent.

The Securities Cearing and Qutsourcing Services segnent provides execution,
clearing, margin lending and securities borrowing to facilitate custoner short
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sales to clearing clients. Prine brokerage clients include hedge funds and
clients of noney managers, short sellers, arbitrageurs and ot her professional
investors. Fully disclosed clients engage in either the retail or
i nstitutional brokerage business.

Revenues

Revenues for Securities Cearing and Qutsourcing Services was $15 mllion for
the quarter and year-to-date period ended Decenber 31, 2004 as conpared to $0
in the prior year due to the acquisition of the business on Novenber 1, 2004.
Aver age custonmer nmargin bal ances were $1.1 billion during the quarter and the
year-to-date period. The average nunber of trades that were cleared per day

was 27 thousand for both the quarter and the year-to-date period.

Loss Before | ncome Taxes

Loss before incone taxes was $5 million for the quarter and year-to-date
period due to the current alignnent of the cost structure associated with the
revenues of the business as well as the integration costs incurred since the
acqui sition of the business on Novenber 1, 2004.

O her

The primary conponents of "Qther" are C ains Services, mscellaneous
processi ng services, and corporate allocations and expenses.

Reconciling Itens

The prior year’s business unit revenues and earnings before i nconme taxes have
been adjusted to reflect updated fiscal year 2005 budgeted forei gn exchange
rates. Reconciling itens include foreign exchange differences between the
actual foreign exchange rates and the fiscal year 2005 budgeted foreign
exchange rates, and the adjustnment for the difference between actual interest
i ncone earned on invested funds held for clients and interest credited to
Enpl oyer Services at a standard rate of 4.5% Both of these adjustnents are
elimnated in consolidation and as such represent a reconciling itemto
revenues and earnings before incone taxes. The business unit results al so
include an internal cost of capital charge related to the funding of

acqui sitions and other investnents. This charge is elimnated in
consolidation and as such represents a reconciling itemto earnings before

i ncone taxes.
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FI NANCI AL CONDI TI ON, LI QUI DI TY AND CAPI TAL RESOURCES

Qur financial condition and bal ance sheet remain strong. At Decenber 31,
2004, cash and marketable securities were $2.0 billion. Stockholders’ equity
was $5.7 billion and the ratio of long-termdebt-to-equity was 1.3% at
Decenber 31, 2004.

At Decenber 31, 2004, working capital was $1.6 billion conpared to $1.0
billion at June 30, 2004. The increase in the Conpany’ s working capital
arose primarily fromthe novenent of |ong-term nmarketable securities to cash
and cash equivalents and the increase in working capital as a result of the
acqui sition of the Securities Cearing and Qutsourcing Services segnhent.

Qur principal sources of liquidity are derived from cash generated through
operations and our cash and marketabl e securities on hand. W al so have the
ability to generate cash through our financing arrangenents under our U S.
short-term comerci al paper program and our U S. and Canadi an short-term
repurchase agreenents. In addition, we have two unsecured revolving credit
agreenments that allow us to borrow up to $4.5 billion in the aggregate. CQur
short-term comerci al paper program and repurchase agreenents are utilized as
the primary instruments to nmeet short-termfunding requirenents related to
client funds obligations. Qur revolving credit agreenents, totaling $4.5
billion, are in place to provide additional liquidity, if needed. W have
never had borrow ngs under the current or previous revolving credit
agreenents. The Conpany believes that the internally generated cash fl ows
and financing arrangenents are adequate to support business operations and
capi tal expenditures.

Cash flows generated from operations were $692 mllion for the six nonths
ended Decenber 31, 2004. This anobunt conpares to cash flows from operations
of $557 mllion in the conparable period for the prior fiscal year. The
increase in cash flow fromoperations was primarily due to the increase in
net earnings of $35 million and the change in accounts receivabl e and ot her
assets of $48 mllion, primarily due to the funding of the pension plans in
the prior fiscal year. These increases in cash generated from operations
were offset by the change in deferred incone taxes of $18 mllion and the net
change of $18 mllion in securities clearing and outsourcing receivables and
payabl es.

Cash flows provided by investing activities in the six nonths ended Decenber
31, 2004 totaled $15 mllion conpared to cash flows used in investing
activities in the conparable period for the prior fiscal year of $792
mllion. The fluctuation between periods was primarily due to the tim ng of

pur chases and proceeds of marketable securities and the net change in client
fund obligations, offset by the increase in cash paid for acquisitions in the
current year-to-date period.

Cash flows used in financing activities in the six nonths ended Decenber 31,
2004 totaled $289 mllion conpared to $339 mllion in the conparabl e period
for the prior fiscal year. The decrease in cash used in financing activities
was primarily due to cash received for a reverse repurchase agreenent
transaction for which the security had not been received at Decenber 31,

2004. We purchased 6.3 mllion shares of our commobn stock at an average
price per share of $40.77 during the year-to-date period. As of Decenber 31,
2004, we had remaining Board of Directors’ authorization to purchase up to
21.3 mllion additional shares.

In June 2004, we entered into two new unsecured revolving credit agreenents,
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each for $2.25 billion, with certain financial institutions, replacing a
previous $4.5 billion credit agreenment. The two unsecured revolving credit
agreenents expire in June 2005 and June 2009, respectively. The interest rate
applicable to the borrowings is tied to LIBOR or prine rate depending on the
notification provided by the Conpany to the syndicated financial institutions
prior to borrowing. The Conpany is also required to pay facility fees on the
credit agreenents. The prinmary uses of the credit facilities are to provide
liquidity to the unsecured conmercial paper program and to provide funding
for general corporate purposes, if necessary. W had no borrow ngs through
Decenber 31, 2004 under the two new credit agreenents.

W maintain a U S. short-term conmerci al paper program providing for the

i ssuance of up to $4.5 billion in aggregate maturity value of comerci al
paper at our discretion. Qur comercial paper programis rated A-1+ by
Standard & Poor’s and Prine 1 by Moody’s. These ratings denote the highest
qual ity comrercial paper securities. Maturities of comrercial paper can
range fromovernight to 270 days. W use the commerci al paper issuances as a
primary instrunent to neet short-termfunding requirenents related to client
funds obligations that occur as a result of our decision to extend naturities
of our client fund marketable securities. W also use comercial paper

i ssuances to fund general corporate purposes, if needed. This comerci al
paper programallows us to take advantage of higher extended termyields,
rather than liquidating portions of our narketable securities, in order to
provi de nore cost effective liquidity to the Conpany. At Decenber 31, 2004
and 2003, there was no conmercial paper outstanding. For the three nonths
ended Decenber 31, 2004 and 2003, the Conmpany had average borrow ngs of $1.5
billion and $1.4 billion, respectively, at an effective wei ghted average
interest rate of 2.0% and 1.0% respectively. For the six nonths ended
Decenber 31, 2004 and 2003, the Conpany had average borrow ngs of $1.4
billion and $1.3 billion, respectively, at an effective wei ghted average
interest rate of 1.7%and 1.0% respectively. The weighted average nmaturity
of our commercial paper during the three and six nonths ended Decenber 31,
2004 was |l ess than two days for both peri ods.

Qur U.S. and Canadi an short-term funding requirenments related to client funds
obl i gations are sonetinmes obtained on a secured basis through the use of
repur chase agreenents, which are collateralized principally by governnent and
government agency securities. These agreenents generally have terns ranging
fromovernight to up to five business days. At Decenber 31, 2004 and 2003,

t here were no outstandi ng repurchase agreenents. For the three nonths ended
Decenber 31, 2004 and 2003, the Conpany had an average outstandi ng bal ance of
$401.4 mllion and $20.2 mllion, respectively, at a weighted average
interest rate of 1.8% and 2.2% respectively. For the six nonths ended
Decenber 31, 2004 and 2003, the Conpany had an average outstandi ng bal ance of
$395.7 mllion and $13.7 mllion, respectively, at an average interest rate
of 1.6% and 2.2% respectively.

For the six nonths ended Decenber 31, 2004, capital expenditures were $86
mllion. Capital expenditures for fiscal year 2005 are expected to be
approxi mately $225 to $245 million conpared to $204 mllion in fiscal year
2004.

It is not our business practice to enter into off-bal ance sheet arrangenents.
However, in the normal course of business, we do enter into contracts in

whi ch we guarantee the performance of our products and services. In addition,
the securities transactions of the Securities O earing and Qutsourcing

Servi ces segnment involve requiring collateral arrangenents in conpliance with
various regulatory and internal guidelines, which are nonitored daily. W do
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not expect any material |osses related to such guarantees or coll ateral
arrangemnents.

W are a nmenber of nunerous exchanges and cl eari nghouses. Under the
nmenber shi p agreenents, nmenbers are generally required to guarantee the

per formance of other nmenbers. Additionally, if a nmenber becomes unable to
satisfy its obligations to the clearinghouse, other nenbers would be required
to meet these shortfalls. To mitigate these performance risks, the exchanges

and cl eari nghouses often require nmenbers to post collateral. Qur maximm
potential liability under these arrangenents cannot be quantified. However,
we believe that it is unlikely that the Conpany will be required to nmake

paynents under these arrangenents. Accordingly, no contingent liability is
recorded in the consolidated financial statenents for these arrangenents.

Quantitative and Qualitative Disclosures about Market Risk

During the six nonths ended Decenber 31, 2004, approximately fifteen percent
of our overall investnent portfolio was invested in cash and cash
equi val ents, and therefore was inpacted al nost i medi ately by changes in
short-terminterest rates. The other eighty-five percent of our investnent
portfolio was invested in fixed-incone securities, with varying nmaturities of
| ess than ten years, which were also subject to interest rate risk including
reinvestment risk. W have historically had the ability to hold these
investments until nmaturity.

Details regarding our corporate investnents and funds held for clients
portfolios are as foll ows:

Thr ee Mont hs Ended Si x Mont hs Ended

(In m1lions) Decenber 31, Decenber 31
2004 2003 2004 2003
Aver age investnent bal ances
at cost:
Cor porate investnents $ 3,707.6 $ 3,677.3 $ 3,759.5 $ 3,492.8
Funds held for clients 10, 667.7 9,736.5 10,447.4 9,494.7
Tot al $14,375.3 $13,413.8 $14,206.9 $12,987.5

Average interest rates earned
excl usive of realized gains/
(1 osses) on corporate investnents

and funds held for clients 3.3% 3.2% 3.2% 3.3%
Real i zed gai ns on avail abl e-

for-sale securities $ 6.0 $ 2.2 % 8.7 $ 5.4
Real i zed | osses on avail abl e-

for-sale securities (10.0) (6.4) (17.8) (8.5)
Net realized | osses $ (4.0) $ (4.2) $ (9.1)% (3.1)

Decenber 31, June 30,
2004 2004

Net unrealized pre-tax gains on

avai l abl e-for-sal e securities $ 61.4 $ 59.9
Total avail able-for-sale securities $12, 158. 7 $12, 092.8
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The return on our portfolio is inpacted by interest rate changes. Factors
that influence the earnings inpact of the interest rate changes incl ude,
anong ot hers, the anount of invested funds and the overall portfolio mx
bet ween short-termand |long-terminvestnments. This mx varies during the
year and is inpacted by daily interest rate changes. A hypothetical change
in both the short-terminterest rates and the long-terminterest rates of 25
basis points applied to the estimted fiscal year 2005 average investnent
bal ances and any rel ated borrowi ngs would result in approximately a $12.0
mllion inpact to interest revenues on funds held for Enpl oyer Services
clients and approximately an $8.0 mllion inpact to earnings before incone
taxes over a twelve-nmonth period. A hypothetical change in only short-term
interest rates of 25 basis points applied to the estinmated fiscal year 2005
average short-terminvestnent bal ances and any rel ated short-term borrow ng
woul d result in approximately a $1.0 mllion inpact to earnings before incone
t axes over a twelve-nonth period.

The Conpany is exposed to credit risk in connection with our avail abl e-for-
sal e securities through the possible inability of the borrowers to neet the
ternms of the bonds. The Conpany limts credit risk by investing primarily in
AAA and AA rated securities, as rated by Mody’'s, Standard & Poor’s, and
Domi ni on Bond Rating Service, and by limting amounts that can be invested in
any single issuer. At Decenber 31, 2004, approxinmately 95% of our avail abl e-
for-sale securities held a AAA or AA rating.

In the normal course of business, the securities activities of the Securities
Cl earing and Qutsourcing Services segnment involve execution, settlenent and
financi ng of various securities transactions for a nationw de client base.
These activities may expose the Conpany to risk in the event custoners, other
br oker - deal ers, banks, clearing organi zations or depositories are unable to
fulfill contractual obligations.

For securities activities of the Securities Cearing and Qutsourcing Services
segnent in which the Conpany extends credit to custoners and non-customers,
we seek to control the risk associated with these activities by requiring
custoners and non-custoners to maintain margin collateral in conpliance with
various regulatory and internal guidelines. W nonitor nmargin | evels and,
pursuant to such guidelines, request the deposit of additional collateral or
the reduction of securities positions, when necessary. |In addition, broker-
deal ers may be required to nmamintain deposits relating to any security

cl earance activities we performon their behalf.

W record custoners’ security clearing transactions on a settlenent date
basis, which is generally three business days after trade date. The Conpany
is therefore exposed to of f-balance sheet risk of |oss on unsettled
transactions in the event custonmers and ot her counterparties are unable to
fulfill contractual obligations.

New Accounti ng Pronouncenent

| n Decenber 2004, the Financial Accounting Standards Board i ssued SFAS No.

123R, “Share-Based Paynent” (SFAS No. 123R). SFAS No. 123R is effective for

our quarterly period endi ng Septenber 30, 2005. Anong ot her things, SFAS No.
123R requires that conpensation cost relating to share-based paynent
transacti ons be recognized in the consolidated financial statenments. Note 5,
Fair Val ue Accounting for Stock-Based Conpensation, of the Notes to the

Consol i dated Financial Statements of this Quarterly Report on Form 10-Q
contains pro forma disclosures regarding the effect on net earnings and
earnings per share as if we had applied the fair value nmethod of accounting for
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st ock- based conpensati on under SFAS No. 123, “Accounting for Stock-Based
Compensation,” (SFAS No. 123). However, the cal cul ation of conpensation cost
for share-based paynent transactions in accordance with SFAS No. 123R may be
different fromthe cal cul ati on of conpensation cost under SFAS No. 123. W are
currently evaluating the new standard and nodel s which may be used to cal cul ate
t he expense for future share-based paynent transactions.

| ncone Taxes

On Cct ober 22, 2004, the Anerican Jobs Creation Act (the AJCA) was signed into
law. The AJCA includes a deduction of 85% of certain foreign earnings that are
repatriated, as defined in the AJCAA. W may elect to apply this provision to
qgual i fying earnings repatriations in either the balance of fiscal year 2005 or
in fiscal year 2006. W have started an evaluation of the effects of the
repatriation provision; however, we do not expect to be able to conplete this
eval uation until Congress acts on the pending Technical Corrections Bill and
the Treasury Departnent provides additional clarifying |anguage on key el enents
of the provision. W expect to conplete our evaluation of the effects of the
repatriation provision within a reasonable period of tinme foll ow ng these
actions. The range of possible anpbunts that the Conpany could repatriate under
this provision is between zero and $500 nmillion. The related potential range
of income tax is between zero and $35 million. The actual cost to the Conpany
i s dependent on the factors discussed above.

FORWARD- LOCKI NG | NFORMATI ON

This report and other witten or oral statenents nmade fromtine to tine by
ADP may contain “forward-|ooking statenents” within the neaning of the Private
Securities Litigation Reform Act of 1995. Statenents that are not historica
in nature and which nmay be identified by the use of words |ike “expects,”
‘assunes,” “projects,” “anticipates,” “esti mates,” “we believe,” “could be” and
ot her words of simlar neaning, are forward-|ooking statenents. These
statenments are based on managenent’s expectations and assunptions and are
subject to risks and uncertainties that may cause actual results to differ
materially fromthose expressed. Factors that could cause actual results to
differ materially fromthose contenplated by the forward-1ooking statenents
i nclude: ADP s success in obtaining, retaining and selling additional
services to clients; the pricing of products and services; changes in | aws
regul ati ng payroll taxes, professional enployer organizations, enployee
benefits and regi stered cl earing agenci es and broker-deal ers; overall market
and econom c conditions, including interest rate and foreign currency trends;
conpetitive conditions; stock market activity; auto sales and rel ated

i ndustry changes; enploynment and wage | evels; changes in technol ogy;
availability of skilled technical associates and the inpact of new
acquisitions and divestitures. ADP disclains any obligation to update any
forward-| ooking statenents, whether as a result of new information, future
events or otherw se.

L ] LT L] [T

ltem 3. Quantitative and Qualitative D sclosures About Market Risk.

The information called for by this itemis provided under the caption
‘Quantitative and Qualitative Disclosures about Market Ri sk” under Item 2 —
Managenent’s Di scussion and Anal ysis of Financial Condition and Results of
Oper at i ons.
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l[tem 4. Controls and Procedures.

The Conpany carried out an eval uation, under the supervision and with the
partici pation of the Conpany's nanagenent, including the Conpany's Chi ef
Executive Oficer and Chief Financial Oficer, of the effectiveness of the
Conpany' s di scl osure controls and procedures, as defined in Rules 13a-15(e)
and 15d-15(e) of the Securities and Exchange Act of 1934. Based on that
eval uation, the Chief Executive Oficer and Chief Financial Oficer have
concl uded that the Conpany's disclosure controls and procedures as of
Decenber 31, 2004 were effective to ensure that information required to be
di scl osed by the Conpany in reports that it files or submts under the
Securities Exchange Act of 1934 is recorded, processed, sunmarized and
reported within the tinme periods specified in Securities and Exchange
Conmi ssion's rules and forns.

There were no changes in the Conpany's internal control over financial
reporting that occurred during the quarter ended Decenber 31, 2004 that have
materially affected, or are reasonably likely to materially affect, the
Conmpany's internal control over financial reporting.

PART |1. OTHER | NFORVATI ON

Except as noted below, all other itenms are either inapplicable or would
result in negative responses and, therefore, have been omtted.

Item 2. Changes in Securities, Use of Proceeds And |Issuer Purchases of
Equity Securities.

| ssuer Purchases of Equity Securities

(a) (b) (c) (d)
Total Nunber of
Shar es Purchased Maxi mum Nunber
as Part of the of Shares that
Publicly may yet be
Announced Pur chased under
Total Nunber Average Price Conmon Stock t he Common St ock
of Shares Pai d per Repur chase Repur chase
Peri od Pur chased Share (3) Plan (1) Plan (1)

Cctober 1, 2004

to COctober 31,

2004 24,072 $40. 98 17, 400 22,209, 400

Novenber 1, 2004

t o Novenber 30,

2004 - - - 22,209, 400

Decenber 1,

2004 to

Decenber 31,

2004 859, 000 $44. 58 852, 000 21, 357, 400

Tot al 883, 072( 2) 869, 400
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(1) I'n March 2001, the Registrant received the Board of Directors’ approval
to repurchase up to 50 mllion shares of the Registrant’s common stock. In
Novenber 2002, the Registrant received the Board of Directors’ approval to
repurchase an additional 35 mllion shares of the Registrant’s common stock.
There is no expiration date for the commobn stock repurchase program

(2) During fiscal year 2005, pursuant to the ternms of the Registrant’s
restricted stock plan, the Registrant nade purchases of 6,672 shares during
Cct ober 2004 and 7,000 shares during Decenber 2004 at a price of $.10 per
share under the terns of such programto repurchase stock granted to

enpl oyees who have left the Registrant.

(3) The average price per share does not include the repurchases described in
t he precedi ng footnote.

Item 4. Subm ssion of Matters to a Vote of Security Hol ders.

The Conpany’s Annual Meeting of the Stockhol ders was held on Novenber 9,
2004. There were present at the nmeeting, either in person or by proxy,

hol ders of 493, 526,698 shares of common stock. The follow ng nom nees were
el ected to the Conpany’s Board of Directors to hold office for the ensuing

year. The votes cast for each nom nee were as foll ows:
Noni nee For W t hhel d
Gregory D. Brennenman 468, 787, 585 24,739, 113
Leslie A Brun 471, 180, 266 22, 346, 432
Gary C. Butler 483, 405, 243 10, 121, 455
Joseph A. Califano, Jr. 465,050, 117 28,476, 581
Leon G Cooper nman 483, 669, 485 9, 857, 213
R d enn Hubbard 488, 841, 402 4, 685, 296
Ann Di bbl e Jordan 483, 320, 701 10, 205, 997
Harvey M Krueger 471, 844, 932 21,681, 766
Frederic V. Ml ek 465, 310, 516 28, 216, 182
Henry Taub 441, 181, 280 52, 345, 418
Arthur F. Weinbach 482, 698, 268 10, 828, 430

The results of the voting to ratify the appointnment of Deloitte & Touche LLP
to serve as the Conpany’s independent certified public accountants for the

fiscal year that began on July 1, 2004 were as foll ows:
For Agai nst Abst ai ned
484, 987, 608 5,267,934 3,271, 156
ltem 6. Exhibits.

Exhi bit Nunber Exhi bi t

10. 4 Suppl emrental O ficers’ Retirenent Plan, as anmended

10.8 2000 Stock Option Plan, as anended

31.1 Certification by Arthur F. Wi nbach pursuant to Rule 13a-
14(a) of the Securities Exchange Act of 1934

31.2 Certification by Karen E. Dykstra pursuant to Rule 1l3a-

14(a) of the Securities Exchange Act of 1934
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32.1 Certification by Arthur F. Wi nbach pursuant to 18 U.S. C.
Section 1350, as adopted pursuant to Section 906 of the
Sar banes- Oxl ey Act of 2002

32.2 Certification by Karen E. Dykstra pursuant to 18 U.S. C.
Section 1350, as adopted pursuant to Section 906 of the
Sar banes- Oxl ey Act of 2002

SI GNATURES

Pursuant to the requirenents of the Securities Exchange Act of 1934, the
regi strant has duly caused this report to be signed on its behalf by the
under si gned thereunto duly authori zed.

AUTOVATI C DATA PROCESSI NG, | NC.
(Regi strant)

Dat e: February 8, 2005 /s/ Karen E. Dykstra
Karen E. Dykstra

Chi ef Financial Oficer
(Title)
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Exhi bit 10.4

AUTOVATI C DATA PROCESSI NG, | NC
SUPPLEMENTAL OFFI CERS RETI REMENT PLAN

(as anended on May 14, 2002 and as further anended on January 27, 2005)

The purpose of this Supplemental Oficers Retirenent Plan (the "Plan") is to provide
an additi onal neans by whi ch AUTOVATI C DATA PROCESSING |INC. may attract, retain and
encourage the productive efforts of a select group of corporate vice presidents and nore
seni or corporate officers who provide val uable services to AUTOVATI C DATA PROCESSI NG | NC.
and its subsidiaries. The Plan provides supplenental retirement benefits to qualifying
partici pants.

The Plan is as foll ows:

ARTI CLE |
DEFI NI TI ONS
The following terns when used in this Plan shall have the designated neani ng, unless a
different nmeaning is clearly required by the context.

1.1 Annual Pl an Benefit. The Annual Pl an Benefit shall be the annual anpunt of a

Participant's Plan benefit cal culated in accordance with the provisions of Section 3.1
bel ow.

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

1.3 Conmittee. Three board nmenbers or senior officers of the Corporation appointed
fromtinme to tinme by the Board of Directors of the Conpany.
1.4 Board. The Board of Directors of the Conpany.

1.5 Code. The Internal Revenue Code of 1986, as anended.

1.6 Conpany. Automatic Data Processing, Inc. ("ADP') and its subsidiaries, and
ADP' s successors.

1.7 Early Retirement Date. The date on which a Participant attains age sixty (60).
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1.8 Fi nal Average Annual Pay. The average annual conpensation of a Participant for

the five full consecutive cal endar years during his Future Service period during which he
received the largest total anopunt of conpensation. For this purpose a Participant's
"conpensation" shall nean his total conpensation actually paid or accrued by the Conpany to
or for a Participant including, without limtation, bonuses paid or accrued, performance

i ncentive paynents and the like and restricted stock plans and programs (other than the

br oad- based restricted stock programin which all “letter grade” associ ates may
participate), and excluding relocation pay, conpensation derived from stock options, and
stock appreciation rights or any sinilar plans; provided that, notw thstandi ng anything to
the contrary set forth herein, anpbunts deferred at a Participant's election under a plan
described in section 401(k) of the Code, and the value (at tine of grant) of any stock
option grant nmade in lieu of a bonus payment, shall be included in a Participant's
conpensation. The Conpany’s chief executive officer shall determ ne the value of any stock
option grant nmade in lieu of a bonus payment, which value shall not, in any event, be: (i)
greater than the “target bonus” anpbunt of the stock option grant was nade in |ieu of (the
“Substituted Anpbunt”) or (ii) less than the anpunt such Partici pant woul d have recei ved had
the foregoing stock option grant not been made and the nornmal bonus “scoring” methodol ogy
been applied to the Substituted Anpbunt, provided that such ampunt shall not exceed the
Substituted Ampunt. The val ue of such stock option grant shall be included in a

Partici pant’s conpensation in the cal endar year in which the bonus (which the stock option
was granted in lieu of) would have otherw se been paid or accrued. The value (on the date
that restrictions |lapse) of a Participant’s restricted stock with restrictions |apsing
during the Conpany’'s fiscal year that begins during the applicable cal endar year shall be
included in the Participant’s conpensation for such cal endar year

1.9 Future Service. A Participant's period of full cal endar years of continuous

enpl oyment with the Conpany after his Plan participation has begun. Leaves of absence of
| ess than six nonths may be taken into account as Future Service, to the extent provided by
the Conmttee. The Conmittee may, in the applicable Supplenment, grant a Participant prior

service credit for determning the length of his Future Service period.
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1.10 Governnent Sponsored Plan Benefits. The annual anmpunt of benefits to which a

Participant is entitled on his Normal Retirenent Date under all governnent sponsored
retirenment benefit plans (including, without limtation, Participant's Social Security
benefits). A Participant's governnent sponsored retirement plan benefits shall be expressed
as an annual amount in the formof an actuarially equivalent straight [ife annuity starting
on his Normal Retirement Date

1.11 Maxi mum Annual Benefit Limtation. The Maxi num Annual Benefit Limtation shal

be 25% of a Participant's Final Average Annual Pay.

1.12 Normal Retirenment Date. The date on which the Participant attains age
sixty-five (65).

1.13 Oher Retirenent Benefits. The sumof the Participant's Private Sector Plan

Benefits and his Governnent Sponsored Plan Benefits.

1.14 Participant. An individual who has been designated as a Participant by the

Conmittee pursuant to Article I

1.15 Private Sector Plan Benefits. The annual ampbunt of benefits to which a

Participant is entitled on his Normal Retirenent Date under all retirenent plans maintained
by the Company (other than this Plan), or by any forner or subsequent enployer of
Partici pant (other than a governnmental body covered by Section 1.10 above), whether as a
periodi ¢ paynment, as a lunmp sum or otherwise. A Participant's Private Sector Plan Benefits
shal | be expressed as an annual ampunt in the formof an actuarially equival ent straight
life annuity starting at his Nornmal Retirenment Date.

1.16 Supplenent. A supplenent attached to and made a part of this Plan, which shal
set forth for each Participant any special conditions applicable to him

1.17 Termination of Enploynent. References hereunder to a Participant's termnation

of enploynent, the date a Participant's enploynent terninates and the like, shall refer to
the ceasing of the Participant's enploynment with the Conpany for any reason

1.18 Vested Percentage. Except to the extent set forth in Sections 3.4 and 5.5,

until a Participant conpletes 5 full cal endar years of Future Service, such Participant's

Vest ed Percentage shall be 0% and he shall not be entitled to any Plan benefits hereunder
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Upon conpleting 5, 6, 7, 8 9, and 10 or nore full cal endar years of Future Service, a
Participant's Vested Percentage shall be 50% 60% 70% 80% 90% and 100% respectively.
The Conmittee nmay, in the applicable Supplenent, grant a Participant prior service credit
for determining his Vesting Percentage purposes. Any Participant who has passed the age of
55 and served as a corporate officer for nore than 5 years as of the effective date of this

Pl an, January 1, 1989, shall be 100% vested in all of his plan benefits hereunder

ARTI CLE 1|
ELIGBILITY

(a) The Conmittee nay at any tine and fromtinme to tinme (but prospectively only)
desi gnate any corporate vice president or any nore senior corporate officer of the Conpany
as a Participant in the Plan; provided that such person participates to the nmaxi num extent
perm ssible in the Conpany's other retirenent plans (including, without limtation, the
Autonmatic Data Processing, Inc. Retirenment and Savings Plan and the Autonatic Data
Processing, Inc. Pension Retirenent Plan) during the entire period he is a Participant in
the Pl an.

(b) A person shall automatically cease to be a Participant on the earlier to occur
of the date on which: (i) he is no longer a corporate vice president or a nore senior
corporate officer of the Conpany; or (ii) he ceases to participate to the maxi mum extent
perm ssible in the Conpany's retirement plans (including, without limtation, the Automatic
Data Processing, Inc. Retirenent and Savings Plan and the Automatic Data Processing, Inc.

Pensi on Retirenment Pl an).
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ARTI CLE |11

RETI REMENT BENEFI TS

3.1 In General

(a) A Participant's Annual Plan Benefit is the product of (i) his Final Average
Annual Pay, (ii) his Future Service period, (iii) the Annual Benefit Multiplier and (iv) his
Vest ed Percentage; provided that, in no event, nay the Participant's Annual Plan Benefit
exceed t he Maxi num Annual Benefit Limtation applicable to him

(b) In addition, the Annual Pl an Benefits otherw se payable to a Partici pant under
the Plan's basic benefit fornula set forth in Section 3.1(a) above shall be reduced to the
extent necessary to cause the total of (i) Participant's Annual Plan Benefits and (ii)
Partici pant's annual Other Retirenment Benefits not to exceed 60% of Participant's Fina
Aver age Annual Pay.

(c) A Participant's benefits under this Plan shall be expressed as an annual anount
inthe formof a straight Iife annuity or, at the Conmittee's el ection, another actuarially
equi val ent paynent option, starting as at the date the payments to such Partici pant under

this Article |1l begin.

3.2 Normal Retirenent Benefit. |If a Participant wishes to receive Plan benefits on
and after his Nornmal Retirement Date, the Conpany will pay the Participant a nonthly
benefit, starting on the first of the month after Normal Retirenent Date and ending with the
paynment for the nmonth in which his death occurs; provided that no benefit shall be paid
her eunder unless and until such Partici pant has ceased to be enployed by the Conpany. Such
nonthly benefit shall be one-twelfth of such Participant's Annual Plan Benefit deternmined in
accordance with the provisions of Section 3.1 above.

3.3 Early Retirenment Benefit. |If a Participant wi shes to receive Plan benefits

conmencing on or after his Early Retirenment Date and before his Nornal Retirenent Date, the
Conpany will, at Participant's request, pay the Participant a nonthly benefit starting on
the first of the nonth after his Early Retirenent Date after which he requested that he
begi n receiving benefits under the Plan and ending with the paynent for the nonth in which

his death occurs; provided that no benefit shall be paid hereunder unless and until such
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Partici pant has ceased to be enpl oyed by the Conpany. Such nonthly benefit shall be in an
amount equal to the product of the nonthly benefit the Partici pant woul d have recei ved under
Section 3.2 if the Participant had el ected to comence receiving paynents under the Plan on
his Normal Retirement Date, actuarially reduced to reflect the commencenent of the paynent

of Plan benefits before his Normal Retirenent Date. The Conmittee nay, in its discretion
reduce a Participant's Plan benefits by |less than a straight actuarially reduced anount if
Partici pant begins to receive Plan benefits after his Early Retirenent Date and before his
Normal Retirenment Date.

3.4 Disability Retirement Benefit. |If a Participant shall incur a Disability while

enpl oyed by the Conpany, the Conpany shall pay such Participant a nmonthly benefit starting
on the first day of the cal endar nonth after the date his Disability begins and ending with
the paynment for the calendar nonth in which his death occurs or his disability ends,

whi chever occurs first. Such nonthly benefit (which shall not be reduced by, and shall not
reduce, the benefits, if any, payable to a Participant under the Conmpany's Long Term
Disability Insurance Program) shall be calculated in the same way as an Early Retirenent
benefit under Section 3.3, based on his Final Average Annual Pay when his Disability begins
(which will, for purposes of this Section 3.4 only, be determ ned over |less than five ful
consecutive cal endar years to the extent that his Future Service period is less than five
years), except that (i) the Vested Percentage shall always be 100% (ii) there shall not be
any actuarial reduction to reflect the conmencenent of the paynent of benefits before his
Normal Retirenent Date, and (iii) there shall not be any Future Service period accrua
during his Disability. For purposes of this Section 3.4, "Disability" shall have the sane
neani ng, and shall be deternmined in the same manner, as it is determ ned under the Conpany's
Long Term Di sability Insurance Programas in effect on the date the Disability begins.

3.5 No Duplication. 1In no event shall benefits becone payable to any Partici pant

under nore than one Section of this Article I11.
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ARTI CLE |V
FORFEI TURES

4.1 Forfeiture for Conpetitive Enploynent. |f a Participant violates the

non- conpetition provisions of any agreenent he has entered into with the Conpany after his
enpl oyment termnates, or if his enploynment with the Conpany is terninated on account of his
di shonesty or gross negligence, such Participant shall forever and irrevocably forfeit al
benefits otherw se due himunder the terns of the Plan

4.2 Limtation. |If any provision of this Article IV shall be unenforceable as a
matter of law, it shall be construed to apply to the greatest extent permitted by |law so as

to give effect to its intended purposes.

ARTI CLE V

CONDI TI ONS RELATED TO BENEFI TS

51 Admini stration of Plan. The Commttee shall adm nister the Pl an and shall have

the sole and exclusive authority to interpret, construe and apply its provisions. The
Conmittee shall have the power to establish, adopt and revise such rules and regul ations as
it may deem necessary or advisable for the adm nistration of the Plan and the operation of
the Conmttee's activities in connection therewith. All decisions of the Conmttee shall be
by vote or witten consent of the majority of its menbers and shall be final and bindi ng.
Menbers of the Committee shall be eligible to participate in the Plan while serving as a
nmenber of the Committee, but a nenber of the Conmittee shall not vote or act upon any natter

which relates solely to such nenber in his capacity as a Parti cipant.

5.2 Grantor Trust. The Committee nmay, at its discretion, have the Conpany create a
grantor trust (within the neaning of section 671 of the Code) in connection with the
adoption of this Plan to which it may fromtinme to time contribute anmbunts to accurul ate an
appropriate reserve against its obligations hereunder. Notwi thstanding the creation of such
trust, the benefits hereunder shall be a general obligation of the Conpany. Except to the
extent that the benefit anpbunts payabl e hereunder have been specifically transferred for an

identified Participant into the Autonmatic Data Processing, Inc. Retirenent and Savings Pl an

-38-



Form 10Q
(the “Pension Plan”) pursuant to the terns and conditions of the Pension Plan and are
payabl e thereunder, a Participant shall have only a contractual right as a general creditor
of the Conpany to the anounts, if any, payable hereunder and such right shall not be secured
by any assets of the Conpany or the trust.

5.3 No Right to Conpany Assets. Except to the extent that benefit ampunts have been

specifically transferred for an identified Participant into the Pension Plan pursuant to the
terns and conditions of the Pension Plan and are payabl e thereunder, neither a Partici pant
nor any other person shall acquire by reason of the Plan any right in or title to any
assets, funds or property of the Conpany whatsoever including, without limting the
generality of the foregoing, any specific funds or assets which the Conpany nmay set aside in
anticipation of a liability hereunder, nor in any policy or policies of insurance on the
life of a Participant owned by the Conpany.

5.4 No Enpl oynment Rights. Nothing herein shall constitute a contract of continuing

enpl oyment or in any nmanner obligate the Conpany to continue the service of a Participant,
or obligate a Participant to continue in the service of the Conpany, and nothing herein

shal | be construed as fixing or regulating the conpensation paid to a Participant.

5.5 Conpany's Right to Term nate and Anmend. The Conpany reserves the right inits
sol e discretion at any time to anend the Plan in any respect or terminate the Plan
Not wi t hst andi ng the foregoing, no such anmendnent or ternmination shall reduce the anpount of
the benefit theretofore vested by any Participant or change the conditions required to be
satisfied to receive paynent of such past accrued benefit based on the provisions of the
Plan as theretofore in effect. For this purpose, the anmbunt of a Participant's accrued
benefit as of the date of any plan anendnent or termnation shall be determined as if the
Partici pant was then retiring in accordance with Section 3.3 with his actual Vested
Percentage accrued as at such date; provided that if the Conpany is terninating the Plan and
if a Participant has not conpleted at |least 5 years of Future Service, Participant's Vested
Percentage shall be (i) 40%if he has conpleted 4 years of Future Service, (ii) 30%if he

has conpleted 3 years of Future Service, (iii) 20%if he has conpleted 2 years of Future

-39-



Form 10Q
Service, (iv) 10%if he has conpleted 1 year of Future Service, and (v) 0% if he has not
conpleted 1 year of Future Service.

5.6 Protective Provisions. The Participant shall cooperate with the Conpany by

furnishing any and all information requested by the Conpany in order to facilitate the
paynment of benefits hereunder

5.7 Right of Offset. If at the time any paynent is to be nade hereunder a

Participant is indebted to the Conpany or otherw se subject to a nonetary claimby the
Conpany, the paynents remaining to be paid to the Participant under the Plan nay, at the
Conpany's discretion, be reduced by setoff against the anpbunt of such indebtedness or claim

5.8 No Third Party Rights. Nothing in this Plan or any trust established pursuant

to Section 5.2 hereof shall be construed to create any rights hereunder in favor of any
person (other than the Conpany and any Participant) or to limt the Conpany's right to anend
or termnate the Plan in any nmanner subject to Section 5.5 hereof.

ARTI CLE VI

M SCELLANEQUS

6.1 Nonassignability. No rights or paynments to any Participant shall be subject in

any manner to anticipation, alienation, sale, transfer, assignnent, pledge, encunbrance or
charge, whether voluntary or involuntary, and no attenpt so to anticipate, alienate, sell
transfer, assign, pledge, encunber or charge the same shall be valid, nor shall any such
benefit or paynent be in any way liable for or subject to the debts, contracts, liabilities,
engagenments or torts of any Participant or subject to |evy, garnishnent, attachment,
execution or other legal or equitable process. No part of the anpbunts payable shall, prior
to actual payment, be subject to seizure or sequestration for the paynent of any debts,
judgrments, alinony or separate nai ntenance owed by a Participant, nor be transferable by
operation of lawin the event of a Participant's bankruptcy or insolvency.

6.2 Wthholding. To the extent required by | aw the Conpany shall be entitled to

wi t hhol d from any paynents due hereunder any federal, state and | ocal taxes required to be

wi t hhel d in connection with such payment.
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6.3 Gender and Nunber. \Wherever appropriate herein, the masculine shall nean the

fem nine and the singular shall nean the plural or vice versa.

6.4 Notice. Any notice required or pernmitted to be nmade under the Plan shall be
sufficient if in witing and hand delivered, or sent by registered or certified mail, to (a)
in the case of notice to the Conpany or the Committee, the principal office of the Conpany,
directed to the attention of the Secretary of the Conmittee, and (b) in the case of a
Partici pant, such Participant's honme or business address naintained in the Conpany's
personnel records. Such notice shall be deened given as of the date of delivery or, if
delivery is nade by nail, as of the date shown on the postmark or on the receipt for
registration or certification

6.5 Validity. 1In the event any provision of this Plan is held invalid, void or
unenforceabl e, the sane shall not affect, in any respect whatsoever, the validity of any
ot her provision of this Plan

6.6 Applicable Law. This Plan shall be governed and construed in accordance with

the aws of the State of New Jersey.

ARTI CLE VI |

SPOUSAL BENEFI TS

In the event of the death of a participant who is at |east 35 years of age at the tine
of his death and who is vested in accordance with the provisions of Paragraph 1.18, the
surviving spouse is entitled to receive 50% of the death benefit which the participant would
have been entitled to receive at the tine of his death. Such benefit shall be payable
nonthly as a straight life annuity benefit and shall be cal culated in accordance with the
benefit which the participant woul d have been entitled to at the nornal retirenent age of 65
or, at the election of the spouse, in accordance with the early retirenent provision

actuarily reduced.
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Exhi bit 10.8

AUTOVATI C DATA PROCESSI NG, | NC.

2000 STOCK OPTI ON PLAN
(originally effective as of August 10, 1999,
anended and restated as of August 11, 2003,
and further anmended and restated as of January 27, 2005)

Automatic Data Processing, Inc., a Delaware corporation (the “Conpany”),
hereby formul ates and adopts the foll owi ng anended and restated 2000 St ock
Option Plan (the “Pl an”) for enployees of the Conpany and its Subsidiaries (as
defined in Paragraph 5) and non-enpl oyee directors of the Conpany:

1. PURPCSE. The purpose of the Plan is to secure for the Conpany the
benefits of the additional incentive inherent in the ownership of comon
stock, par value $.10, of the Conpany (“Common Stock”) by sel ected enpl oyees
of the Company and its Subsidiaries, and non-enpl oyee directors of the
Conmpany, who, in the judgnent of the Commttee (as defined in Paragraph 2),
are inportant to the success and the growth of the business of the Conpany
and its Subsidiaries, and to help the Conpany and its Subsidiaries secure and
retain the services of such persons.

2. ADM NI STRATI ON. Except to the extent required in order to qualify for
exenptive relief under Rule 16b-3 or its successor provision under the
Securities Exchange Act of 1934, as anended (the “Exchange Act”), or to
satisfy the requirenents for performance-based conpensati on under Section
162(m) of the Internal Revenue Code of 1986, as anmended (the “Code”), in which

case the Board of Directors of the Conpany (the “Board of Directors”, or a
committee appointed by the Board of Directors which satisfies the

requi renents of such provisions shall adm nister the Plan (and all applicable
provi sions of the Plan, including any reference herein to the “Committee,
shal | be construed accordingly), the Plan shall be adm nistered by the
Conpensation Commttee of the Board of Directors (the “Commttee”). The
Conmittee shall select one of its nmenbers as Chairman and shall make such
rules and regulations as it shall deem appropriate concerning the hol ding of
its meetings and transaction of its business. Any nenber of the Conmttee may
be renoved at any tine either with or without cause by resolution adopted by
the Board of Directors, and any vacancy on the Commttee may at any tine be
filled by resolution adopted by the Board of Directors.

Subj ect to the express provisions of the Plan, the Conmttee shall have
pl enary authority to interpret the Plan, to prescribe, amend and rescind the
rules and regulations relating to it and to nake all other determ nations
deened necessary and advi sable for the adm nistration of the Plan. The
determ nations of the Commttee shall be concl usive.

3. STOCK SUBJECT TO OPTIONS. Subject to the adjustnment provisions of
Par agraph 13 bel ow, a maxi nrum of 71, 750, 000 shares of Commobn Stock may be
made subject to Options (as defined below) granted under the Plan. In
addi tion, subject to the adjustment provisions of Paragraph 13 bel ow, no
person nmay be granted Options under the Plan during any of the Conpany’s
fiscal years with respect to nore than 500,000 shares of Comon Stock.

If, and to the extent that, Options granted under the Pl an shal
term nate, expire or be cancel ed for any reason w thout having been
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exerci sed, new Options nay be granted in respect of the shares covered by
such term nated, expired or canceled Options. The granting and terns of such
new Options shall conply in all respects with the provisions of the Plan.

Shares sol d upon the exercise of any Option granted under the Plan may
be shares of authorized and uni ssued Common Stock, shares of issued Commobn
Stock held in the Conpany’s treasury, or both.

There shall be reserved at all times for sale under the Plan a nunber of
shares of Conmon Stock, of either authorized and uni ssued shares of Common
St ock, shares of Common Stock held in the Conpany’s treasury, or both, equa
to the maxi mum nunber of shares that may be purchased pursuant to Options
granted or that nay be granted under the Pl an.

4. GRANT OF OPTIONS. The Committee shall have the authority and
responsibility, within the limtations of the Plan, to determ ne the
enpl oyees and t he non-enpl oyee directors to whom Qptions are to be granted,
whet her Options granted to enpl oyees shall be “incentive stock options”
(“I'ncentive Options”, within the neaning of Section 422(b) of the Code, or
Options which are not Incentive Options (“Nonqualified Options” and toget her
with Incentive Options, “Options,” individually, an “Option”), the nunber of
shares that nmay be purchased under each Option and the Option price.

In determ ning the officers, key enpl oyees and non-enpl oyee directors to
whom Options shall be granted and the nunber of shares to be covered by each
such Option, the Committee shall take into consideration the individual’s
present and potential contribution to the success of the Conpany and its
Subsi di aries (as defined below) and such other factors as the Conmttee may
deem proper and rel evant.

5. PERSONS ELI G BLE. Incentive Options may be granted to any key

enpl oyee of the Conpany or any of its Subsidiaries. Nonqualified Options may
be granted to any key enpl oyee of the Conpany or any of its Subsidiaries or
Affiliates and to any non-enpl oyee director of the Conpany. Options nay be
granted to enpl oyees and non-enpl oyee directors who hold or have held Options
under this Plan or any simlar or other awards under any other plan of the
Conmpany or any of its Subsidiaries or Affiliates. Enployees who are al so
officers or directors of the Conpany or any of its Subsidiaries or Affiliates
shall not by reason of such offices be ineligible as recipients of Options.

For purposes of the Plan, a “Subsidiary” of the Conpany shall nean any
‘subsi di ary corporation” as such termis defined in Section 424(f) of the
Code. An entity shall be deened a Subsidiary of the Conpany only for such
periods as the requisite owership relationship is naintained.

For purposes of the Plan, an “Affiliate” of the Conpany shall nean any
corporation, partnership, or other entity controlled by the Conpany.

Any enpl oyee who would own, directly or indirectly, imediately after
the granting of an Option to such person, nore than 10% of the total conbined
voting power of all classes of stock of the Conpany or any of its
Subsidiaries shall only be eligible to receive an Incentive OQption under the
Plan if it satisfies the requirenents of Section 422(c)(5) of the Code.

A person receiving an Option pursuant to the Plan is hereinafter
referred to as an “Opti onee”.
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6. PRICE. The exercise price of each share of Commobn Stock purchasabl e
under any Option granted pursuant to the Plan shall not be |l ess than the Fair
Mar ket Val ue (as defined below) thereof at the time the Option is granted.
In no event shall the Committee cause or permt, w thout the prior approval
of the Company’s stockhol ders, any Options granted pursuant to the Plan to be
repriced, replaced, or re-granted through cancellation, or to otherw se | ower
the exercise price of a previously granted Opti on.

For purposes of the Plan, “Fair Market Val ue” of a share of Commobn Stock
means the average of the high and | ow sales prices of a share of Comon Stock
on the New York Stock Exchange Conposite Tape on the date in question. If
shares of Common Stock are not traded on the New York Stock Exchange on such
date, “Fair Market Val ue” of a share of Common Stock shall be determ ned by
the Conmttee inits sole discretion.

7. DURATI ON OF OPTIONS. Options granted hereunder shall becone
exercisable, in whole or in part, all as the Conmittee in its discretion nmay
provi de upon the granting thereof.

Not wi t hst andi ng any provision of the Plan to the contrary, except as
ot herwi se provided in the applicable award agreenent, the unexercised portion
of any Option granted under the Plan shall automatically and w thout notice
term nate and beconme null and void at the time of the earliest to occur of
t he foll ow ng:

(a) The expiration of 10 years (or, in the case of an Incentive Option,
five years, in the case of an Optionee described in Section 422(c)(5) of the
Code) fromthe date on which such Option was granted;

(b) The expiration of 60 days (or such |longer period as the Conmittee
may provide in the event of the Optionee’s Permanent and Total Disability (as
defined in Section 22(a)(3) of the Code) fromthe date of term nation of the
Optionee’ s enpl oynment or service with the Conpany or any of its Subsidiaries;
provi ded, however, that if the Optionee shall die during such 60-day period
(or such longer period as the Comrittee nay provide in the event of the
Optionee’s Pernmanent and Total Disability) the provisions of subparagraph (c)
bel ow shal | apply;

(c) The expiration of six nonths after the appointnment and qualification
of the executor or adm nistrator of the Optionee’s estate or 12 nonths after
the date of the Optionee’ s death, whichever occurs earlier, if such death
occurs either during enploynent by, or service with, the Conpany or any of
its Subsidiaries or during the 60-day period (or such longer period as the
Commttee may provide in the event of the Optionee’ s Permanent and Tot al
Disability) following the date of termi nation of such enploynment or service;
and

(d) I'n whole or in part, at such earlier time or upon occurrence of such
earlier event as the Conmttee in its discretion nay provide upon the
granting of such Option.

The Conmmittee nmay detern ne whether any given | eave of absence
constitutes a term nation of enploynment or service. Options granted under
the Plan shall not be affected by any change of enpl oynent or service so |ong
as the Optionee continues to be an enpl oyee of the Conpany or any of its
Subsi di ari es or non-enpl oyee director of the Conpany.
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8. EXERCI SE OF OPTIONS. Options shall be exercisable by the Optionee (or
the Optionee’s executor or admnistrator), as to all or part of the shares
covered thereby, by the giving of witten notice of the exercise thereof to
the Conpany at its principal business office, directed to the attention of
its Secretary. The Conpany shall cause certificates for the shares so
purchased to be delivered to the Optionee (or the Optionee’ s executor or
adm nistrator) at the Conpany’s principal business office, against paynment in
full of the purchase price, which paynent may be made by cash, check or noney
order and, subject to the Comrittee’ s consent, by shares of the Conpany’s
Common St ock which are not subject to any pledge or security interest and
have been held for at |east 6 nonths or previously acquired on the open
mar ket or by delivery to the Conmttee of a copy of irrevocabl e instructions
to a stockbroker to deliver pronptly to the Conpany any anount of | oan
proceeds or proceeds of the sale of the shares subject to the Option
sufficient to pay the exercise price on the date specified in the notice of
exercise. Notw thstanding the foregoing, shares of the Conpany’ s Commobn
Stock may not be used by Canadi an Optionees to pay the exercise price of the
shares bei ng purchased pursuant to the exercise of an Option.

9. NONTRANSFERABI LI TY OF OPTIONS. No Option or any right evidenced
t hereby shall be transferable in any manner other than by will or the | aws of
descent and distribution, and, during the lifetime of an Optionee, only the
Optionee (or the Optionee’s court-appointed | egal representative) may
exerci se an Option.

10. RIGHTS OF OPTIONEE. Neither the Optionee nor the Optionee’s executor
or admi nistrator shall have any of the rights of a stockhol der of the Conpany
with respect to the shares subject to an Option until certificates for such
shares shall actually have been issued upon the due exercise of such Option
No adjustnent shall be made for any cash dividend or other right for which
the record date is prior to the date of such due exercise and full paynent
for such shares has been nmade therefor.

11. RIGHT TO TERM NATE EMPLOYMENT OR SERVICE. Nothing in the Plan or in
any Option shall confer upon any Optionee the right to continue in the
enpl oyment or service of the Conpany or any of its Subsidiaries or affect the
right of the Conmpany or any of its Subsidiaries to term nate an Qptionee’s
enpl oyment at any time, subject, however, to the provisions of any agreenent
of enpl oynment between the Conpany or any of its Subsidiaries and the
Opt i onee.

12. NONALI ENATI ON OF BENEFI TS. No right or benefit under the Plan shal
be subject to anticipation, alienation, sale, assignnment, hypothecation,
pl edge, exchange, transfer, encunbrance or charge, and any attenpt to
anticipate, alienate, sell, assign, hypothecate, pledge, exchange, transfer,
encunber or charge the sane shall be void. To the extent permtted by
applicable law, no right or benefit hereunder shall in any manner be |iable
for or subject to the debts, contracts, liabilities or torts of the person
entitled to such benefits.

13. ADJUSTMENT UPON CHANGES | N CAPI TALI ZATI ON, ETC. In the event of any
stock split, stock dividend, stock change, reclassification, recapitalization
or conbi nati on of shares which changes the character or amount of Commobn
Stock prior to exercise of any portion of an Option theretofore granted under
the Plan, such Option, to the extent that it shall not have been exercised,
shall entitle the Optionee (or the Optionee’s executor or admnistrator) upon
its exercise to receive in substitution such nunber and kind of shares as the
Optionee would be entitled to receive if the Optionee had actually owned the
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stock subject to such Option at the tinme of the occurrence of such change and
the Options shall be subject to such adjustnents, as determ ned by the
Commttee, as to the nunber, price or kind of stock as determ ned to be
equi tabl e; provided, however, that if the change is of such a nature that the
Opti onee, upon exercise of the Option, would receive property other than
shares of stock, then the Commttee shall nake an appropriate adjustment in
the Option to provide that the Optionee (or the Optionee’s executor or
adm nistrator) shall acquire upon exercise only shares of stock of such
nunber and kind as the Conmmittee, in its sole judgnment, shall deem equitabl e;
and, provided further, that any such adjustnent shall be rmade so as to
conformto the requirenments of Section 424(a) or 162(m of the Code and the
regul ati ons promul gated thereunder. The Conmttee shall al so make appropriate
adj ustment in the nunber of shares subject to Options under the Plan and the
maxi mum nunber of shares to be granted to any person in any fiscal year as
deternmined to be equitable.

In the event that any transaction (other than a change specified in the
precedi ng paragraph) described in Section 424(a) of the Code affects the
Common St ock subject to any unexercised Option, the Board of the surviving or
acquiring corporation shall make such simlar adjustnment as is perm ssible
and appropri ate.

| f any such change or transaction shall occur, the nunber and ki nd of
shares for which Options nay thereafter be granted under the Plan shall be
adjusted to give effect thereto.

14. PURCHASE FOR | NVESTMENT. Whet her or not the Options and shares
covered by the Plan have been regi stered under the Securities Act of 1933, as
anended, each person exercising an Option under the Plan may be required by
the Conpany to give a representation in witing that such person is acquiring
such shares for investnment and not with a viewto, or for sale in connection
with, the distribution of any part thereof.

The Conpany will endorse any necessary |egend referring to the foregoing
restriction upon the certificate or certificates representing any shares
i ssued or transferred to the Optionee upon the exercise of any Option granted
under the Pl an.

15. FORM OF AGREEMENTS W TH OPTI ONEES. Each Option granted pursuant to
the Plan shall be in witing and shall have such form terns and provisions,
not inconsistent with the provisions of the Plan, as the Comm ttee shal
provi de for such Option. Each Optionee shall be notified pronptly of such
grant, and a witten agreenment shall be pronptly executed and delivered by
t he Conpany and the Opti onee.

16. TERM NATI ON AND AMENDVENT OF PLAN AND OPTI ONS. Unl ess the Plan shal
t her et of ore have been term nated as herei nafter provided, Options may be
granted under the Plan at any tine, and fromtine to time, prior to the tenth
anni versary of the Effective Date (as defined below), on which date the Pl an
will expire, except as to Options then outstandi ng under the Plan. Such
Options shall remain in effect until they have been exercised, have expired
or have been cancel ed.

The Plan may be terminated or nodified at any tinme by the Board of
Directors; provided, however, that any such nodification shall conmply with
all applicable |aws, applicable stock exchange |isting requirenents, and
applicable requirenents for exenption (to the extent necessary) under Rule
16b- 3 under the Exchange Act.
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No term nation, nodification or anendnent of the Plan, w thout the
consent of the Optionee, nay adversely affect the rights of such person with
respect to such Option. Wth the consent of an Optionee and subject to the
ternms and conditions of the Plan, the Cormittee may amend out standi ng award
agreenents with such Optionee.

17. EFFECTI VE DATE OF PLAN. The Pl an originally becanme effective on
August 10, 1999, the date of its adoption by the Board of Directors (the

‘Ef fective Date”).

18. GOVERNMENT AND OTHER REGULATI ONS. The obligation of the Conpany wth
respect to Options granted under the Plan shall be subject to all applicable
| aws, rules and regul ati ons and such approval s by any governnental agency as
may be required, including, without limtation, the effectiveness of any
regi stration statenent required under the Securities Act of 1933, as anended,
and the rules and regul ations of any securities exchange on which the Common
Stock may be |i st ed.

19. WTHHOLDI NG. The Conpany’s obligation to deliver shares of Common
Stock in respect of any Option granted under the Plan shall be subject to al
applicable federal, state, local and foreign tax w thhol ding requirenents.
Federal, state, local and foreign wthhol ding taxes due upon the exercise of
any Option (or upon any disqualifying disposition of shares of Common Stock
subject to an Incentive Option), in the Commttee s sole discretion, may be
paid in shares of Common Stock (including the withholding of shares subject
to an Option) upon such ternms and conditions as the Conmittee nmay determ ne.

Not wi t hst andi ng the foregoing, shares of the Conpany’s Common Stock may not
be used by Canadi an Optionees to pay any taxes due upon the exercise of any

Opt i on.

20. SEPARABI LITY. If any of the terms or provisions of the Plan conflict
with the requirenents of Rule 16b-3 under the Exchange Act and/or Section 422
of the Code, then such terns or provisions shall be deened inoperative to the
extent they so conflict with the requirenments of Rule 16b-3 under the
Exchange Act and/or Section 422 of the Code. Wth respect to Incentive
Options, if the Plan does not contain any provision required to be included
herei n under Section 422 of the Code, such provision shall be deened to be
i ncorporated herein with the same force and effect as if such provision had
been set out at |ength herein; provided, further, that to the extent any
Option which is intended to qualify as an Incentive Option cannot so qualify
such Option, to the extent, shall be deened to be a Nonqualified Option for
all purposes of the Pl an.

21. NON-EXCLUSIVITY OF THE PLAN. Neither the adoption of the Plan by the
Board of Directors nor the subm ssion of the Plan to the stockhol ders of the
Conmpany for approval shall be construed as creating any limtation on the
power of the Board of Directors to adopt such other incentive arrangenents as
it may deemdesirable, including, wthout |imtation, the granting of stock
options and the awardi ng of stock and cash otherw se than under the Plan, and
such arrangenents may be either generally applicable or applicable only in
speci fic cases.

22. EXCLUSI ON FROM PENSI ON AND PRCFI T- SHARI NG COMPUTATI ON. By accept ance
of an Option, each Optionee shall be deened to have agreed that such grant is
speci al incentive conpensation that will not be taken into account, in any
manner, as sal ary, conpensation or bonus in determ ning the amount of any
paynment under any pension, retirement or other enployee benefit plan of the
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Conpany or any of its Subsidiaries. In addition, each beneficiary of a
deceased Optionee shall be deened to have agreed that such Option will not
affect the anount of any |ife insurance coverage, if any, provided by the
Conmpany on the life of the Optionee which is payable to such beneficiary
under any life insurance plan covering enpl oyees of the Conpany or any of its
Subsi di ari es.

23. GOVERNI NG LAW The Pl an shall be governed by, and construed in
accordance with, the laws of the State of New Jersey.
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EXHBIT 31.1

Certification Pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934
I, Arthur F. Weinbach, certify that:

1. | have reviewed this quarterly report on Form 10-Q of Automatic Data Processing, |nc.

2. Based on ny know edge, this report does not contain any untrue statenment of a materia
fact or onit to state a material fact necessary to nake the statenents nmade, in |ight of the
ci rcumst ances under which such statenents were made, not nisleading with respect to the

peri od covered by this report;

3. Based on ny know edge, the financial statenents, and other financial information included
inthis report, fairly present in all material respects the financial condition, results of
operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4. The registrant's other certifying officer(s) and | are responsible for establishing and
mai nt ai ni ng discl osure controls and procedures (as defined in Exchange Act Rul es 13a-15(e)
and 15d-15(e)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such discl osure
controls and procedures to be designed under our supervision, to ensure that nateria
information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in
which this report is being prepared,

b) Evaluated the effectiveness of the registrant's disclosure controls and procedures
and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on
such eval uation; and

c) Disclosed in this report any change in the registrant’s internal control over
financial reporting that occurred during the registrant’s nost recent fiscal quarter
(the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

5. The registrant's other certifying officer(s) and | have discl osed, based on our npst
recent evaluation of internal control over financial reporting, to the registrant's auditors
and the audit commttee of the registrant's board of directors (or persons performng the
equi val ent functions):

a) Al significant deficiencies and material weaknesses in the design or operation of
internal control over financial reporting which are reasonably likely to adversely
affect the registrant's ability to record, process, sunmarize and report financia

i nformation; and

b) Any fraud, whether or not material, that involves nmanagenent or other enpl oyees who
have a significant role in the registrant's internal control over financial reporting.
Dat e: February 8, 2005
[s/ Arthur F. \W\éinbach

Arthur F. Wi nbach
Chai rman and Chi ef Executive Oficer
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EXH BIT 31.2

Certification Pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934
I, Karen E. Dykstra, certify that:

1. | have reviewed this quarterly report on Form 10-Q of Automatic Data Processing, |nc.

2. Based on ny know edge, this report does not contain any untrue statenment of a materia
fact or onit to state a material fact necessary to nake the statenents nmade, in |ight of the
ci rcumst ances under which such statenents were made, not nisleading with respect to the

peri od covered by this report;

3. Based on ny know edge, the financial statenents, and other financial information included
inthis report, fairly present in all material respects the financial condition, results of
operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4. The registrant's other certifying officer(s) and | are responsible for establishing and
mai nt ai ni ng discl osure controls and procedures (as defined in Exchange Act Rul es 13a-15(e)
and 15d-15(e)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such discl osure
controls and procedures to be designed under our supervision, to ensure that nateria
information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in
which this report is being prepared,

b) Evaluated the effectiveness of the registrant's disclosure controls and procedures
and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on
such eval uation; and

c) Disclosed in this report any change in the registrant’s internal control over
financial reporting that occurred during the registrant’s nost recent fiscal quarter
(the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

5. The registrant's other certifying officer(s) and | have discl osed, based on our npst
recent evaluation of internal control over financial reporting, to the registrant's auditors
and the audit commttee of the registrant's board of directors (or persons performng the
equi val ent functions):

a) Al significant deficiencies and material weaknesses in the design or operation of
internal control over financial reporting which are reasonably likely to adversely
affect the registrant's ability to record, process, sunmarize and report financia

i nformation; and

b) Any fraud, whether or not material, that involves nmanagenent or other enpl oyees who
have a significant role in the registrant's internal control over financial reporting.
Dat e: February 8, 2005
[s/ Karen E. Dykstra

Karen E. Dykstra
Chi ef Financial Oficer
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EXH BIT 32.1

CERTI FI CATI ON OF CHI EF EXECUTI VE OFFI CER
CERTI FI CATI ON PURSUANT TO
18 U. S. C. SECTI ON 1350,
AS ADOPTED PURSUANT TO

SECTI ON 906 OF THE SARBANES- OXLEY ACT COF 2002

In connection with the Quarterly Report of Automatic Data Processing,

Inc. (the
“Conmpany”) on Form 10-Q for the fiscal quarter ending Decenber 31, 2004 as filed with the
Securities and Exchange Conmi ssion on the date hereof (the “Report”), |, Arthur F. Wi nbach

Chai rman and Chi ef Executive O ficer of the Conpany, certify, pursuant to 18 U S.C. § 1350,
as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully conmplies with the requirenents of section 13(a) or
15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents,
material respects, the financia
Conpany.

in all
condition and result of operations of the

/sl Arthur F. Weinbach

Arthur F. Wi nbach

Chai rman and Chi ef Executive Oficer
February 8, 2005
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EXH BI'T 32.2

CERTI FI CATI ON OF CHI EF FI NANCI AL OFFI CER
CERTI FI CATI ON PURSUANT TO
18 U. S.C. SECTI ON 1350,
AS ADOPTED PURSUANT TO
SECTI ON 906 OF THE SARBANES- OXLEY ACT OF 2002
In connection with the Quarterly Report of Autonmatic Data Processing, Inc. (the
“Conmpany”) on Form 10-Q for the fiscal quarter ending Decenber 31, 2004 as filed with the

Securities and Exchange Conmmi ssion on the date hereof (the “Report”), |, Karen E. Dykstra,

Chi ef Financial Oficer of the Conpany, certify, pursuant to 18 U S.C. § 1350, as adopted
pursuant to § 906 of the Sarbanes-Oxl ey Act of 2002, that:

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

(2) The information contained in the Report fairly presents,
material respects, the financia
Conpany.

in all
condition and result of operations of the

/sl Karen E. Dykstra
Karen E. Dykstra

Chi ef Financial Oficer
February 8, 2005
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