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Automatic Data Processing, Inc. and Subsidiaries

Consol i dat ed Statenents of Earnings
(I'n thousands, except per share anopunts)
(Unaudi t ed)

Three Mont hs Ended Ni ne Mont hs Ended
March 31, March 31,

REVENUES: 2005 2004 2005 2004
Revenues, other than interest

on funds held for Enployer

Services clients and PEO

revenues $2, 060, 301 $1,894,672 $5,473,928 $5,063, 394
I nterest on funds held for

Enpl oyer Services clients 124, 425 96, 531 300, 217 261, 667
PEO revenues (A) 164, 237 130, 232 423, 084 344, 051
TOTAL REVENUES 2,348,963 _2,121,435 6,197, 229 5,669, 112
EXPENSES:
Operati ng expenses 1, 068, 073 944, 373 2, 850, 812 2,548, 914
Selling, general, and

adm ni strative expenses 512, 886 487, 410 1, 424, 407 1, 373, 581
Syst ens devel opnent and

progranmmi ng costs 154, 362 144, 824 453, 156 409, 703
Depreci ation and anorti zation 77,757 77,185 228, 339 225,520
O her incone, net (2, 065) (11,997) (25, 995) (44, 656)
TOTAL EXPENSES 1,811,013 1,641,795 4,930,719 _4,513, 062
EARNI NGS BEFORE | NCOVE TAXES 537, 950 479, 640 1, 266, 510 1, 156, 050
Provision for inconme taxes 199, 579 179, 390 469, 875 432, 370
NET EARNI NGS $ 338,371 $ 300,250 $ 796,635 $ 723,680
BASI C EARNI NGS PER SHARE $ 0.58 $ 0.51 $ 1.37 $ 1.22
DI LUTED EARNI NGS PER SHARE $ 0.57 $ 0.50 $ 1.35 $ 1.21
Basi ¢ wei ght ed average

shar es out st andi ng 583, 991 591, 210 583, 578 592, 575
Di | uted wei ghted average

shar es out st andi ng 590, 512 599, 479 590, 503 599, 127

Di vi dends per comon share $ 0.1550 % 0.1400 $ O.

4500 $ 0.4000

(A Net of pass-through costs of $1,531,884 and $1, 136,832 for the three nonths
ended March 31, 2005 and 2004, respectively, and $4, 033, 375 and $3, 086, 265
for the nine nonths ended March 31, 2005 and 2004, respectively.

See notes to the consolidated financial statenents.



Automatic Data Processing, Inc.
Consol i dat ed Bal ance

(I'n thousands, except
(Unaudi t ed)

Asset s
Current assets:
Cash and cash equival ents
Short-term mar ket abl e securities
Accounts receivabl e, net
Securities clearing and outsourcing
recei vabl es
O her current assets
Total current assets

Long-term mar ket abl e securities
Long-term recei vabl es, net

Property, plant and equi prent, net
O her assets
Goodwi | |

| nt angi bl e assets, net

Total assets before funds held for clients
Funds held for clients
Total assets

Liabilities and Stockhol ders'
Current liabilities:
Account s payabl e
Accrued expenses and other liabilities
Securities clearing and outsourcing payables
| ncone taxes payabl e
Total current liabilities

Equity

Long-term debt
G her liabilities
Def erred i ncone taxes
Def erred revenues
Total liabilities before client funds
obl i gati ons
Client funds obligations
Total liabilities

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;
shar es
Capi t al
Ret ai ned
Def erred

i ssued 638, 702

in excess of par value
ear ni ngs
conpensati on
Treasury stock, at cost:
shares, respectively
Accunul at ed ot her conprehensive i nconme (I o0ss)
Total stockhol ders’ equity
Total liabilities and stockhol ders’

55, 251 and 51, 587

equity

See notes to the consolidated fi
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and Subsi di ari es

per share anobunts)

Sheet s
March 31, June 30,
2005 2004
$ 1,069, 191 $ 712, 998
492, 825 416, 077
1, 258, 468 1, 057, 938
1, 109, 088 -
559, 768 574,576
4,489, 340 2,761, 589
422, 950 963, 501
193, 190 196, 828
658, 203 642, 353
820, 934 720, 936
2,401, 472 2,195, 539
762, 311 736,281
9, 748, 400 8,217, 027
23,024, 327 12,903, 532
$32, 772,727 $21, 120, 559
$ 177,523 $ 175, 175
1,541, 412 1,482, 703
818, 585 -
216, 757 110, 546
2,754, 277 1, 768, 424
75, 937 76, 200
360, 942 319, 495
252, 842 283, 781
463,574 414, 764
3,907, 572 2,862, 664
23,095,513 12, 840, 225
27,003, 085 15, 702, 889
63, 870 63, 870
- 96, 608
7,821, 010 7,326,918
(16, 844) (16, 962)
(2,112, 422) (2,033, 254)
14, 028 (19, 510)
5,769, 642 5,417,670
$32, 772,727 $21, 120, 559
nanci al statenents.



Automati c Data Processing, Inc.

and Subsi di ari es

Consol i dated Statenments of Cash Fl ows

(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 receivabl e and ot her
assets
Net change in securities clearing and
out sourci ng receivabl es and payabl es
| ncrease in accounts payabl e and accrued
expenses
Net cash flows provided by operating activities

Cash Flows fromlInvesting Activities:

Purchases of narketabl e securities

Proceeds fromthe sales or maturities of
mar ket abl e securities

Net change in client funds noney narket
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 used in investing activities

Cash Flows from Fi nancing Activities:
Paynment s of debt
Proceeds fromissuance of notes
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

See notes to the consolidated financi al
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Ni ne Mont hs Ended

March 31,

2005 2004
$ 796, 635 $ 723,680
228, 339 225, 520
31, 660 34, 068
93, 421 93, 916
92, 793 97, 286
(225, 112) (179, 843)
(131, 246) -
160, 876 137, 339
1,047, 366 1,131, 966
(5,492,232) (5,978, 737)
5, 067, 456 3,762, 755
(9, 456, 746) (3, 867, 491)
10, 255, 288 5, 394, 417
(132, 893) (125, 028)
(71, 146) (111, 036)
(346, 227) (228, 823)
17, 234 5,294
5,410 7,726
(153,856) (1,140,923
(954) (1, 201)
358 325
(430, 647) (435, 113)
148, 501 116, 116
(254, 575) (225, 460)
(537,317) (545, 333)
356, 193 (554, 290)
712,998 1,410,218
$1, 069, 191 $ 855,928

statenents.
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Automatic Data Processing, Inc. and Subsidiaries
Notes to the Consolidated Financial Statements
(Unl ess ot herwi 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 nine nonths ended March 31, 2005 nmay 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 (SFAS) No. 123R, “Share-Based Paynent” (SFAS No.
123R). SFAS No. 123R is effective for the Conpany’ s fiscal year beginning July
1, 2005. Among ot her things, SFAS No. 123R requires that conpensati on 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 fornma disclosures regarding the
effect on net earnings and earnings per share as if the Conpany had applied
the fair value nethod of accounting for stock-based conpensati on under SFAS
No. 123, “Accounting for Stock-Based Conpensation” (SFAS No. 123). The Conpany
changed its fair value option pricing nodel fromthe Bl ack-Schol es nodel to a
bi nom al nodel for all options granted after January 1, 2005. The Conpany
bel i eves that the binom al nodel is nore indicative of the stock option’s fair
val ue because it considers characteristics that are not avail able under the

Bl ack- Schol es nodel . SFAS No. 123R nay be adopted either prospectively or
using a retrospective nmethod. The Conpany has not yet determ ned which nethod
it will use to adopt SFAS No. 123R and is assessing the anticipated inpact of
t he adopti on.

Note 3. Acquisitions

The Conpany acquired five businesses during the nine nonths ended March 31,

2005 for approximately $337 million, net of cash acquired. These acquisitions
resulted in approximately $142 million of goodwill. Intangible assets
acquired, which total approximately $44 mllion, consisted primarily of

software, and custoner contracts and lists that are being anortized over a
wei ghted average |ife of 13 years. The Conpany al so nade $9 m | lion of
contingent paynents relating to previously consumat ed acqui sitions. These
acqui sitions did not have a material inpact, either individually or in the
aggregate, on the Conmpany’s results of operations, financial position or cash
fl ows.

The | argest acquisition during the nine nonths ended March 31, 2005 was the
acqui sition, on Novenber 1, 2004, of the U S. O earing and BrokerDeal er
Servi ces 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. dearing 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 March 31, 2005

Thr ee Mont hs Ended Ni ne Mont hs Ended
Net Aver age Net Aver age
Earni ngs Shares EPS Earni ngs Shares EPS
Basi c $338, 371 583,991 $0.58 $796, 635 583,578 $1.37
Ef fect of zero coupon
subor di nat ed not es 262 1,189 791 1, 211
Ef f ect of stock
options - 5,332 - 5,714
Di | uted $338, 633 590,512 $0.57 $797,426 590,503 $1.35
For the periods ended March 31, 2004
Three Mont hs Ended Ni ne Mont hs Ended
Net Aver age Net Aver age
Ear ni ngs Shares EPS Ear ni ngs Shar es EPS
Basi c $300, 250 591, 210 $0. 51 $723, 680 592,575 $1.22
Ef fect of zero coupon
subor di nat ed not es 322 1, 548 1, 140 1, 585
Ef fect of stock
options - 6, 721 - 4, 967
Di | uted $300, 572 599, 479 $0. 50 $724, 820 599, 127 $1.21

Options to purchase 35.0 million and 32.5 mllion shares of common stock for
the three nonths ended March 31, 2005 and 2004, respectively, and 35.0 mllion
and 32.8 mllion shares of comon stock for the nine nonths ended March 31,
2005 and 2004, respectively, were excluded fromthe cal culation of diluted
ear ni ngs per share because their exercise prices exceeded the average market
price of outstandi ng common 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
conmpensati 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 narket val ue
of the underlying commbn stock on the date of grant, and for the enpl oyee
stock purchase plans, the discount does not exceed fifteen percent.

The following 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 conpensation. The fair value of each
stock option issued prior to January 1, 2005 was estimated on the date of
grant using a Bl ack-Schol es option-pricing nodel. For stock options issued
on or after January 1, 2005, the fair value of each stock option was
estimated on the date of grant using a binom al option-pricing nodel.
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Thr ee Mont hs Ended Ni ne Mont hs Ended

March 31, March 31,
2005 2004 2005 2004
Net earnings, as reported $338, 371 $300, 250 $796,635 $723,680

Add: St ock-based enpl oyee conpensati on

expense for restricted stock included

in reported net earnings, net of

rel ated tax effects 2,163 1, 947 6, 777 6, 005
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 (28,607) _(31,094) _(93,736) _(87,334)
Pro forma net earnings $311,927 $271,103 $709,676 $642, 351

Ear ni ngs per share:

Basic — as reported $0. 58 $0. 51 $1. 37 $1.22
Basic — pro fornm $0. 53 $0. 46 $1. 22 $1. 08
Diluted — as reported $0. 57 $0. 50 $1. 35 $1.21
Diluted — pro forna $0. 53 $0. 45 $1. 20 $1. 07
Not e 6. O her Incone, net
Three Mont hs Ended Ni ne Mont hs Ended
March 31, March 31,
2005 2004 2005 2004
| nt erest incone on corporate
f unds $( 15, 976) $(13,521) $ (67,960) $ (59, 263)
| nt erest expense 3, 569 1, 965 22,476 11, 966
Real i zed gai ns on avail abl e-
for-sale securities (805) (1,775) (9, 466) (7,216)
Real i zed | osses on avail abl e-
for-sale securities 11,147 1,334 28, 955 9, 857
O her incone, net $ (2,065) $(11,997) $ (25,995) $ (44, 656)

Proceeds fromthe sales or maturities of marketable securities were $1.5
billion and $1.0 billion for the three nonths ended March 31, 2005 and 2004,
respectively, and $5.1 billion and $3.8 billion for the nine nonths ended
March 31, 2005 and 2004, respectively.

Note 7. Conpr ehensi ve | ncone
Thr ee Mont hs Ended Ni ne Mont hs Ended
March 31, March 31,
2005 2004 2005 2004
Net earni ngs $338, 371 $300, 250 $796, 635 $723, 680

O her conprehensi ve i ncone:
Foreign currency transl ation
adj ust nent s (8, 142) 27,667 121, 385 53, 457
Unrealized net (loss) gain on
avai | abl e-for-sale securities,

net of tax (89, 014) 28, 004 (87,847) _(54,811)
Conpr ehensi ve i ncone $241, 215  $355, 921 $830, 173 $722, 326
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Not e 8. I nteri mFinanci al Data by Segnent

As discussed in Note 3, the Conpany acquired the U S. Cearing and BrokerDeal er Busi ness on
Novermber 1, 2004. The Conpany has determi ned that the acquired operations constitute a
separate reportable segnent in accordance with SFAS No. 131, “Disclosures About Segnents of
an Enterprise and Related Information.” The Conpany established a reportable segnent call ed
Securities Clearing and Qutsourcing Services as of Novenmber 1, 2004 to report the results of
this acquired business.

Enpl oyer Services, Brokerage Services, Dealer Services, and Securities Clearing and

Qut sourci ng Services are the Conpany's reportable segments. The primary conponents of
“Oher” are O ains Services, niscellaneous processing services, and corporate allocations and
expenses.

The Conpany eval uates the perfornmance of its segnents based on operating results before

i nterest on corporate funds, foreign currency gains and | osses, and inconme taxes. Certain
revenues and expenses are charged to segnents at a standard rate for managenent reasons.

Q her costs are charged to segnents based on nanagenent’s responsibility for the applicable
costs. The prior year’'s segment revenues and earnings before incone taxes have been adjusted
to reflect updated fiscal year 2005 budgeted foreign exchange rates. Reconciling itens

i ncl ude foreign exchange differences between the actual foreign exchange rates and the
fiscal year 2005 budgeted foreign exchange rates, and the adjustnment for the difference

bet ween actual interest incone earned on invested funds held for clients and interest
credited to Enpl oyer Services at a standard rate of 4.5% Both of these adjustnments are
elimnated in consolidation and as such represent a reconciling itemto revenues and

earni ngs before incone taxes. The segnment results also include an internal cost of capita
charge related to the funding of acquisitions and other investnments. This charge is
elimnated in consolidation and as such represents a reconciling itemto earnings before

i ncome taxes.

Segnent Results (In mllions):

Revenues
Three Mont hs Ended Ni ne Mont hs Ended
March 31, March 31,
2005 2004 2005 2004
Enpl oyer Services $1, 494 $1, 367 $3, 906 $3, 638
Br oker age Services 475 452 1,161 1, 107
Deal er Services 246 226 727 655
Securities Cearing and
Qut sourci ng Services 22 - 37 -
O her 100 99 356 334
Reconciling itens:
For ei gn exchange 108
Client fund interest ( 9) ( 1) (98) ( 8)
Total revenues $2, 349 $2,121 $6, 197 $5, 669
Earni ngs Before | ncone Taxes
Three Mont hs Ended Ni ne Mont hs Ended
March 31, March 31
2005 2004 2005 2004
Enpl oyer Services $ 449 $ 386 $ 954 $ 856
Br okerage Services 70 68 158 121
Deal er Servi ces 36 39 108 108
Securities Cearing and
Qut sourci ng Services (9) - (14) -
O her (16) - 29 64
Reconciling itens:
For ei gn exchange 12 4 23 6
Client fund interest (39) (51) (98) (98)
Cost of capita
char ge 35 34 107 99
Total earnings before
i ncome taxes $ 538 $ 480 $1, 267 $1, 156



Note 9. Corporate Investnents and Funds Held for Cients

March 31, 2005
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June 30, 2004

Cost Fai r Val ue Cost Fai r Val ue
Type of issue:
Money market securities
and ot her cash
equi val ents $12,573,381 $12,573,381 $ 2,903,284 $ 2,903, 284
Tradi ng securities: U S.
Treasury and direct
obligations of U S.
gover nnment agenci es 26, 613 26, 613
Avail abl e-for-sale
securities:
U S. Treasury and direct
obligations of U S
gover nment agenci es 6, 084, 988 6, 039, 160 5, 449, 694 5, 485, 632
Asset backed securities 2,055, 010 2,040, 900 2,570, 424 2,580, 609
Cor por at e bonds 2,475,046 2,449,708 2,342,017 2,341,015
Canadi an gover nnent
obl i gati ons and Canadi an
gover nment agency
obl i gati ons 919, 584 929, 840 765, 908 774,877
O her debt securities 953, 255 948, 742 899, 216 900, 550
QO her equity securities 1,465 949 5, 696 10,141
Total avail able-for-sale
securities 12, 489, 348 12,409, 299 12,032, 955 12,092, 824
Total corporate investnents
and funds held for
clients $25, 089, 342 $25, 009,293  $14, 936,239 $14, 996, 108
Cl assification of
i nvestnents on the
Consol i dat ed Bal ance
Sheet s:
Cor porate investnents $ 1,993,829 $ 1,984,966 $ 2,096,014 $ 2,092,576
Funds held for clients 23,095,513 23,024, 327 12,840, 225 12,903, 532
Total corporate investnents
and funds held for
clients $25, 089, 342 $25, 009,293  $14,936,239 $14, 996, 108

The Conpany’s “tradi ng” securities have been pledged 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
Hel d for Enployer Services Clients and PEO revenues” in the Consolidated Statenents
of Earni ngs.

Gross unrealized gains and | osses on the available-for-sale securities are as
foll ows:

G oss G oss Unrealized
unreali zed gai ns unrealized | osses (|l osses)gains, net
March 31, 2005 $ 58, 032 $(138, 081) $(80, 049)
June 30, 2004 $125, 585 $ (65,716) $ 59, 869

The Conpany’s “avail abl e-for-sal e” securities are carried on the Consoli dated
Bal ance Sheets at fair value at March 31, 2005 and June 30, 2004. The
Conmpany believes that the avail able-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
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hol d the avail abl e-for-sale securities until maturity.

Expected maturities of available-for-sale securities at March 31, 2005 are as
foll ows:

Due in one year or |ess $ 2,832,680
Due after one year through two years 3,187, 806
Due after two years through three years 2,094, 228
Due after three years through four years 1, 752,522
Due after four years through ten years 2,542,063
Total available-for-sale securities $12, 409, 299

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 iIn the Securities Clearing and Outsourcing Services
segnent. The sunmary of the significant accounting policies associated with
the Securities Cearing and Qutsourcing Services segnent are as foll ows:

Recei vabl es from and Payables to C earing Custoners

Recei vabl es from and payables to clearing custonmers represent the anmounts
recei vable fromand payable to clearing customers in connection with cash
and margin securities transactions. Cearing custoner receivables are
included in “Securities dearing and Qutsourcing Receivabl es” and cl earing
cust oner 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 Sheet s.

Securities Borrowed and Securities Loaned

Securities borrowed and | oaned represent deposits nmade to or received
from ot her broker-deal ers. 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 “SecuritiesCearing 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 t akes possession of securities borrowed, nonitors the nmarket

val ue of securities |oaned and obtains additional collateral as
appropri at e.

Revenue Recognition

Custoner clearing security transactions and the rel ated revenues,
primarily consisting of custoner nmargin interest, and expenses, primrily
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.

10
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Securities clearing and outsourcing receivabl es and payabl es consist of the follow ng as of
March 31, 2005:

Recei vabl es

Cl earing custoners $ 831,527
Securities borrowed 81, 008
Br oker - deal ers and ot her 17, 840
Cl earing organi zati ons 8, 115
Securities failed to deliver 170, 598
Tot al $1,109, 088
Payabl es
Cl earing custoners $ 395,057
Securities | oaned 280, 526
Br oker - deal ers and ot her 71, 341
Securities failed to receive 71,661
Tot al $_ 818,585

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 settlement date.

As of March 31, 2005, the Conpany has received collateral, primarily in connection with
securities borrowed and customer margin |oans, with a market value of approximately $2.0
billion which it can sell or repledge. O this ampunt, approximately $0.3 billion has been
pl edged or sold as of March 31, 2005 in connection with securities | oaned and deposits with
cl earing organizations.

Note 11. Goodwi Il and Intangible Assets, net
Changes in goodwi Il for the nine nonths ended March 31, 2005 are as foll ows:
Securities

Cl earing and
Enpl oyer Brokerage Deal er Qut sour ci ng

Services Services Services Services G her Tot a

Bal ance as of

June 30, 2004 $1, 314,579 $366,299 $324,111 $ - $190, 550 $2, 195,539
Addi tions 8, 970 515 33, 655 110, 142 2, 859 156, 141
Sal e of business (140) - (1, 445) - - (1, 585)
Currul ati ve

transl ation

adj ust ment s 35, 590 2,253 2,080 - 11, 454 51, 377
Bal ance as of

March 31,

2005 $1, 358, 999 $369, 067 $358,401 $110,142 $204,863 $2,401,472
Components of intangible assets are as foll ows:

March 31, June 30,
2005 2004

I ntangi bl e assets:

Software and software |icenses $ 824, 340 $ 729,399

Custoner contracts and lists 695, 789 594, 841

O her intangi bl es 347, 897 391, 906

1, 868, 026 1,716, 146
Less accunul ated anorti zati on (1,105, 715) (979, 865)
I nt angi bl e assets, net $ 762,311 $ 736,281
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O her intangibles consist primarily of purchased rights, covenants, patents
and trademarks (acquired directly or through acquisitions). Al of the
i ntangi bl e assets have finite lives and as such are subject to anortization.
The wei ghted average renmining useful Iife of the intangible assets is 10
years (3 years for software and software |icenses, 13 years for custoner
contracts and lists and 11 years for other). Anortization of intangibles
totaled $38.9 nmillion and $36.5 mllion for the three nonths ended March 31,
2005 and 2004, respectively, and totaled $112.0 mllion and $104.6 nillion
for the nine nonths ended March 31, 2005 and 2004, respectively. Estimted
anortizati on expense of the Conpany’s existing intangible assets for the
remai ni ng three nonths of fiscal year 2005 and the succeeding five fiscal
years is as foll ows:

Amount
2005 $ 38,012
2006 140, 975
2007 117, 471
2008 86, 262
2009 49, 022
2010 42,876

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 borrowi ngs through March 31, 2005 under the two new credit

agr eenent s.

The Conpany maintains a U S. short-term comerci al 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 Mody’s. These
rati ngs denote the highest quality commerci al paper securities. Maturities
of commerci al paper can range fromovernight to 270 days. At March 31, 2005
and 2004, there was no conmerci al paper outstanding. For the three nonths
ended March 31, 2005 and 2004, the Conpany had average borrow ngs of $0.3
billion and $0.2 billion, respectively, at an effective wei ghted average
interest rate of 2.3% and 1.0% respectively. For the nine nonths ended
March 31, 2005 and 2004, the Conpany had average borrowi ngs of $1.1 billion
and $0.9 billion, respectively, at an effective weighted average interest
rate of 1.8%and 1.0% respectively. The weighted average maturity of the
Conmpany’s comrerci al paper during the three and nine nonths ended March 31,
2005 was |l ess than two days for both periods.

The Conpany’s U.S. and Canadi an short-term funding requirements related to
client funds obligations are sonetinmes 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
terns ranging fromovernight to up to five business days. At March 31, 2005
and 2004, there were no outstandi ng repurchase agreenents. For the three
nont hs ended March 31, 2005 and 2004, the Conpany had an average outstandi ng
bal ance for repurchase agreenents of $152.2 mllion and $35.2 mllion,
respectively, at a weighted average interest rate of 2. 1% and 1.9%
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respectively. For the nine nonths ended March 31, 2005 and 2004, the Conpany
had an average outstandi ng bal ance for repurchase agreenents of $313.8
mllion and $20.8 mllion, respectively, at a weighted average interest rate
of 1.7% and 2. 1% respectively.

Not e 13. Pensi on Pl ans

The conponents of net pension expense were as foll ows:

Three nont hs ended Ni ne nont hs ended
March 31 March 31

2005 2004 2005 2004
Servi ce cost— benefits
earned during the period $ 7,444 $ 5,743 $ 22,333 $ 17,230
| nt erest cost on projected
benefits 9, 451 8, 422 28, 353 25, 267
Expected return on pl an
assets (13, 058) (12, 624) (39,174) (37,873)
Net anortization and
def erral 2,779 2,549 8, 335 7,646
Net pensi on expense $ 6,616 $ 4,090 $ 19,847 $ 12,270

The m ninmumrequired contribution to the Conpany’s pension plans is $0 in
fiscal year 2005. For the nine nonths ending March 31, 2005, the Conpany
contributed $44 mllion to the pension plans. The Conpany does not expect to
make any additional contributions to the pension plans during fiscal year
2005.

Note 14. Commitnents 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, which
are nonitored daily. The Conpany does not expect any naterial |osses rel ated
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

per formance 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.

A subsidiary of the Conpany, included in the Securities Cearing and

Qut sourcing Services segnment, is subject to the Uniform Net Capital Rule of
the Securities and Exchange Conm ssion. At March 31, 2005, the aggregate net
capital of such subsidiary was $229.4 mllion, exceeding the net capital
requi renent by $207.8 mllion. This subsidiary has secured unlimted
Securities Industry Protection Corporation (SIPC) insurance coverage for its
custoners. Under the terns of this program this subsidiary is required to
mai ntai n an aggregate net capital of $200 mllion.
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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 el ect 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 Departnment 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.

Item 2. Managenent's Di scussion And Analysis O Financial Condition And
Results O Operations

(Tabul ar dollars are presented in mllions, except per share anobunts)
CRI TI CAL ACCOUNTI NG PCLI 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, judgnents and assunptions that affect
reported amounts of assets, liabilities, revenues and expenses. W
continually evaluate the accounting policies and estimtes used to prepare
the consolidated financial statenments. The estinmates are based on historical
experience and assunptions believed to be reasonabl e under current facts and
ci rcunstances. Actual anounts and results could differ fromthese estimates
made by managenent. Certain accounting policies that require significant
managenent estimates and are deened critical to our results of operations or
financial position are di scussed bel ow

Revenue Recognition. Qur revenues are primarily attributable to fees for
provi di ng services (e.g., Enployer Services payroll processing fees and

Br okerage Services’ trade processing fees) as well as investnment income on
payrol |l funds, payroll tax filing funds and ot her 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 recogni zed in the period services are rendered and earned under
service arrangenments with clients where service fees are fixed or determ nabl e
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 collection, holding and remttance of these funds are critical
conponent s of providing these services.

W al so recogni ze revenues associated with the sale of software systens and
associ ated software licenses. For a majority of our software sal es
arrangenents, which provide hardware, software |icenses, installation and
post - cust omer support, revenues are recogni zed ratably over the software
license termas vendor-specific objective evidence of the fair values of the
i ndi vidual elenents in the sal es arrangenent does not exist. Changes to the
el enents in an arrangenent and the ability to establish vendor-specific

obj ective evidence for those el enents could affect the timng of the revenue
recognition.
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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 I'I.  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
| 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 long-range planning process. The estimated fair value of the
Conmpany’s reporting units exceeds the carrying value of the reporting units.
W had approxinmately $2.4 billion of goodw Il as of March 31, 2005. G ven the
significance of our goodw ||, an adverse change to the fair value could result
in an inpairnment 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 recognize the anmount of taxes payabl e or
refundable 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 statenments or tax returns. Judgnent 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
intax laws or interpretations thereof). In addition, we are subject to the
conti nuous exam 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.
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RESULTS OF OPERATI ONS

Anal ysi s of Consolidated Operations

(In mllions, except per share anounts)
Three Mnt hs Ended Ni ne Mont hs Ended
March 31, March 31,
2005 2004 Change 2005 2004 Change
Total revenues $2,349 $2,121 11% $6,197  $5, 669 9%
Tot al expenses $1,811  $1, 641 10% $4,930 %4, 513 9%
Ear ni ngs before incone
t axes $ 538 $ 480 12% $1, 267  $1, 156 10%
Mar gi n 22. 9% 22. 6% 20. 4% 20. 4%
Provi sion for incone
t axes $ 200 $ 180 11% $ 470 $ 432 9%
Effective tax rate 37.1% 37. 4% 37.1% 37.4%
Net earni ngs $ 338 $ 300 13% $ 797 $ 724 10%
Di | uted earni ngs per
share $ 0.57 $ 0.50 14% $1.35 $1.21 12%
Revenues

Qur consolidated revenues for the quarter ended March 31, 2005 grew 11%to

$2.3 billion primarily due to increases in Enployer Services of 9% or $127
mllion, to $1.5 billion, Brokerage Services of 5% or $23 mllion, to $475
mllion, Dealer Services of 9% or $20 mllion, to $246 mllion as well as
$22 mllion fromthe Securities Cearing and Qutsourcing Services segnent.

Qur consolidated revenues, excluding the inpact of acquisitions and
di vestitures, grew 10%in the quarter ending March 31, 2005 as conpared with
the prior year.

Qur consolidated revenues for the quarter ending March 31, 2005 incl udes
interest on funds held for Enployer Services clients of $124 mllion as
conpared to $97 mllion in the prior year. The increase in the consolidated
i nterest earned on funds held for Enployer Services clients primrily
resulted fromthe increase of 11%in our average client fund bal ances to
$14.8 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
$39 mllion and $51 million in the quarters ending March 31, 2005 and 2004,
respectively.

Qur consolidated revenues for the year-to-date period ended March 31, 2005
grew 9%to $6.2 billion primarily due to increases in Enployer Services of
7% or $268 mllion, to $3.9 billion, Brokerage Services of 5% or $54
mllion, to $1.2 billion, Dealer Services of 11% or $72 mllion, to $727
mllion, as well as $37 mllion fromthe Securities Cearing and Qutsourcing
Servi ces segnent. Qur consolidated revenues, excluding the inpact of

acqui sitions and divestitures, grew 9% in the year-to-date period ending
March 31, 2005 as conpared with the prior year. Revenue growh for the year-
to-date period was al so favorably inpacted by $70 mllion, or 1.2% due to
fluctuations in foreign currency exchange rates.

Qur consolidated revenues for the year-to-date period ending March 31, 2005

i ncludes interest on funds held for Enployer Services clients of $300

mllion, as conpared to $262 mllion in the prior year. The increase in the
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consolidated interest earned on funds held for Enployer Services clients
resulted fromthe increase of 10%in our average client fund bal ances to
$11.9 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 $98 mllion in both year-to-date periods ending March 31, 2005
and 2004.

Expenses

Qur consol i dated expenses for the quarter ending March 31, 2005 increased by
$169 mllion, from$1.6 billion to $1.8 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. Operating expenses
increased by $124 mllion, or 13% primarily due to the increase in revenues,
i ncluding the increases in the Professional Enployer Oganization (PEO

busi ness and i nvestor comuni cations activity, which both have pass-through
costs. Selling, general and adm nistrative expenses increased by $25 mllion
to $513 mllion primarily due to the additional sales force to generate the
revenue growt h. Systens devel opnent and programm ng costs increased by $10
mllion to $154 mllion due to continued investnents in sustaining our
products, primarily in our Enployer Services business, and the mai nt enance of
our existing technol ogy throughout all of our businesses. |n addition, other
i ncone, net, decreased $10 million primarily due to the net realized | oss of
$10 mllion as conpared to the net realized gain of $0.4 mllion in the prior
year on our avail able-for-sale securities.

Qur consol i dated expenses for the year-to-date period increased by $418

mllion, from$4.5 billion to $4.9 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 $49 mllion, or 1.1% due to fluctuations in foreign
currency exchange rates. Operating expenses increased by $302 mllion, or

12% primarily due to the increase in revenues, primarily in the PEO business
and i nvestor comrunications activity, which both have pass-through costs.

Sel ling, general and adm nistrative expenses increased by $51 mllion to $1.4
billion primarily due to the additional sales force to generate the revenue
grow h. Systens devel opnent and progranmm ng costs increased by $43 mllion to
$453 mllion due to continued investnents in sustaining our products,
primarily in our Enployer Services business, and the naintenance of our

exi sting technol ogy throughout all of our businesses. |In addition, other

i ncone, net, decreased $19 million due to the increase in interest expense of
$11 mllion due to the increase in the interest rates on our short-term
financi ng arrangenents and an increase of $17 mllion in net realized | osses

on our avail able-for-sale securities.
Ear ni ngs Before I ncone Taxes

Earni ngs before inconme taxes increased by $58 million, or 12% to $538
mllion for the quarter ending March 31, 2005 and $110 million, or 10% to
$1.3 billion during the year-to-date period ending March 31, 2005 due to the
i ncrease in revenues and expenses di scussed above.

Provi sion for | ncome Taxes
Qur effective tax rate for both the quarter and year-to-date period ending March 31
2005 was 37. 1% as conpared to 37.4% for the conparable period of the prior year.

The decrease in the effective tax rate for both periods is attributable to a
favorable mix in income anmong tax jurisdictions.
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Net Earni ngs

Net earnings for the quarter increased 13%to $338 million from $300 million and the
related diluted earnings per share increased 14%to $0.57. Net earnings for the
year-to-date period increased 10%to $797 mllion from $724 mllion and the rel ated
di | uted earnings per share increased 12%to $1.35. The increase in net earnings for
both the quarter and year-to-date period reflects the increase in earnings before

i ncone taxes and the inpact of the lower effective tax rate. The increase in

di l uted 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 10.0 mllion shares during the year-to-date period and 15.8 mllion
shares in fiscal year 2004.

Anal ysi s of Busi ness Segnents

Revenues
(In m1lions)
Three Mnt hs Ended Ni ne Mont hs Ended
March 31, March 31,
2005 2004 Change 2005 2004 Change
Enpl oyer Services $1, 494 $1, 367 9% $3, 906 $3, 638 7%
Br oker age Servi ces 475 452 5 1, 161 1, 107 5
Deal er Servi ces 246 226 9 727 655 11
Securities Clearing and
Qut sourci ng Services 22 - - 37 - -
O her 100 99 1 356 334 7
Reconciling itens:
For ei gn exchange 51 28 108 33
Client fund interest (39) (51) (98) (98)
Total revenues $2, 349 $2,121 11% $6, 197 $5, 669 9%
Ear ni ngs Before Incone Taxes
(In m1lions)
Three Mnt hs Ended Ni ne Mont hs Ended
March 31, March 31,
2005 2004 Change 2005 2004 Change
Enpl oyer Services $449 $386 16% $ 954 $ 856 12%
Br oker age Servi ces 70 68 4 158 121 32
Deal er Services 36 39 (7) 108 108 -
Securities Cearing and
Qut sourcing Services (9) - - (14) - -
O her (16) - - 29 64 (55)
Reconciling itens:
For ei gn exchange 12 4 23 6
Client fund interest (39) (51) (98) (98)
Cost of capital charge 35 34 107 99
Total earnings before
i nconme taxes $538 $480 12% $1, 267 $1, 156 10%

Revenues

Enpl oyer Services' revenues increased 9% for the quarter and 7% for the year-
to-date period ended March 31, 2005 as conpared to the prior year primarily
due to new business started in the period, the nunber of enployees on our
clients’ payrolls, strong client retention, price increases and an increase
in interest earned on client fund bal ances. Internal revenue growth, which
represents revenue growth excluding the inpact of acquisitions and
di vestitures, was approximately 9% for the quarter and 7% for the year-to-
date period. New business sales grew 16% for the quarter and 13% for the
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year-to-date period due to the increased growh in the sal esforce and
productivity. The nunber of enployees on our clients’ payrolls, “pays per
control,” increased 1.8% for the quarter and 1.9% for the year-to-date period
in the United States. This enploynment nmetric represents over 125 thousand
payrolls across a broad range of U.S. geographies ranging fromsnmall to very
| arge businesses. Qur client retention in the United States inproved by 1.1
percentage points in the quarter and 0.8 percentage points for the year-to-
date period fromrecord retention levels in fiscal year 2004 due to our
continued investnment and conmitnment 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 funds bal ance as conpared to the prior year.
The average client funds bal ance was $14.8 billion during the quarter as
conpared to $13.3 billion in the third quarter of fiscal year 2004 and $11.9
billion during the year-to-date period as conpared to $10.8 billion for the
prior year, representing an increase of 11%for the quarter and 10% for the
year -t o- dat e peri od.

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 26% to $164 mllion, during the quarter and 23% to $423 mllion, for
the year-to-date period primarily due to 20% growth in the nunber of PEO
morksite enployees and additional pass-through benefits. [In addition,
"beyond payrol |" revenues increased due to increased nunber 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 increased 16% from $386 mllion to $449
mllion, for the quarter and 12% from $856 mllion to $954 mllion, for the
year-to-date period, primarily due to the increase in revenues in the
respective periods. Operating expenses, selling, general and adnministrative
expenses and systens devel opment and progranmm ng costs increased 8% for the
guarter and year-to-date period due to the increase in operating and sal es
personnel, and the mai ntenance of our products and services to support the
revenue growt h. Qur expenses at Enpl oyer Services did not increase
conparably with our revenue primarily due to the | everagi ng of our increasing

revenues. In addition, earnings before incone taxes increased approxi mately
$3 million during the quarter and $13 mllion during the year-to-date period
as a result of the conpletion of the integration of certain acquisitions,
primarily ProBusiness Services, Inc., in the prior year.
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Br oker age Servi ces

Revenues

Br okerage Services' revenues increased 5% for the quarter and the year-to-
date period ended March 31, 2005 due to the increase in certain investor
comuni cations activity, offset by the decrease in our back-office services
revenue. Revenues frominvestor conmuni cations increased by 11% to $361
mllion, for the quarter and by 10% to $831 mllion, for the year-to-date
period primarily due to increases in the volume of our proxy and interim
conmuni cations 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 interim conmunication pieces delivered increased 25%
for the quarter, from204 mllion to 254 mllion, and 22% for the year-to-
date period, from516 mllion to 626 mllion. The increase in the quarterly
and year-to-date proxy and interim comrunication activity resulted from nore
hol ders of equities, increased activity related to additional nutual fund
neetings, and nore rutual fund special comrunications. Qur back-office trade
processi ng revenues decreased by 5% to $88 mllion, for the quarter and by
2% to $254 mllion, for the year-to-date period due to a nunber of

of fsetting itens. The average revenue per trade declined 8% for the quarter
and 13% for the year-to-date period primarily due to the vol ume processed
under tiered pricing agreenents and the retail/institution mx, due to the
increase in electronic retail trades. |In addition, the acquisition of the
U.S. dearing and BrokerDeal er Services Divisons of Bank of Anerica, which
was previously a custoner of Brokerage Services, reduced revenues slightly,
as the back-office services previously provided to such third-party becane an
internal (interconpany) service. These decreases were of fset by an increase
in the average trades per day of 5% from1.52 mllionto 1.59 mllion, for
the quarter and 11% from1.36 mllion to 1.50 mllion, for the year-to-date
period. Average trades per day increased primarily due to net new busi ness
sales and gromh in our existing client base.

Ear ni ngs Before I ncone Taxes

Earni ngs before inconme taxes increased $2 mllion, to $70 mllion, for the
gquarter primarily due to the increased revenues in our investor comunication
activities. This increase was offset by the 8% increase in operating
expenses, primarily due to increase in the pass-through costs associated with
t he investor communications activity. Earnings before inconme taxes increased
$37 mllion, to $158 mllion, for the year-to-date period primarily due to

i ncreased revenues in our investor communication activities. Selling,

general and administrative expenses decreased by 9% for the year-to-date
period due to the reduction in professional fees and collections of

recei vabl es which were previously reserved. |In addition, earnings before
i ncome taxes increased approximately $1 mllion during the quarter and $9
mllion during the year-to-date period as a result of the elimnation of

unprofitable business Iines and alignnment of our cost structure in our
under perform ng busi nesses that occurred during fiscal year 2004.

Deal er Servi ces
Revenues

Deal er Services' revenues increased 9% for the quarter and 11% for the year-
to-date period ended March 31, 2005 when conpared to the prior year.
I nternal revenue growth was approximately 4% for the quarter and 6% for the
year-to-date period. Revenues increased for our deal er business systens in
North Anerica by $24 million, to $205 mllion, for the quarter and by $77
mllion, to $603 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

20



Form 10Q
products was primarily driven by the increased users for Application Service
Provi der (ASP) nmanaged services, increased new site Credit Check
installations, new network installations and increased narket penetration of
our Customer Relationship Managenent (CRM product.

Ear ni ngs Before I ncone Taxes

Ear ni ngs before incone taxes declined $3 million, to $36 mllion, for the
guarter and renained flat for the year-to-date period primarily due to the
addi ti onal sal es expenses relating to headcount additions to generate the
current revenue growth and additional inplenentation expenses to support the
new sal es contracts awarded for two of the |largest deal ership groups in the
United States. |In addition, earnings before income taxes was negatively

i npacted by the integration costs of acquisitions that occurred during the
fourth quarter of fiscal year 2004.

Securities Cearing and Qutsourcing Services

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 provides third-party clearing operations. The
results of the acquired business are reported in the Securities C earing and
Qut sourci ng Services segment.

The Securities Cearing and Qutsourcing Services segnent provides execution,
clearing, margin lending and securities borrowing to facilitate custoner short
sales to clearing clients. Qur clients engage in either the retail or

i nstitutional brokerage business.

As part of the integration of the U S. Cearing and BrokerDeal er Busi ness, we
wi |l be deconverting two correspondent clearing clients, Bank of Anerica

| nvestnents (previously Quick and Reilly) and Strong, as contenpl ated by the
acqui sition agreenment. These clients are expected to be deconverted by June
30, 2005.

Revenues

Revenues for Securities Clearing and Qutsourcing Services was $22 mllion for
the quarter and $37 million for the year-to-date period ended March 31, 2005
as conpared to $0 in the prior year due to the acquisition of the business on
Novenber 1, 2004. Average custoner nargi n bal ances were $1.0 billion during
the quarter and the year-to-date period. The average nunber of trades that
were cleared per day was 24 thousand for the quarter and 25 thousand for the
year -t o-dat e peri od.

Loss Before Incone Taxes
Loss before income taxes was $9 million for the quarter and $14 mllion for
the 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 acquisition of the business on Novenber 1, 2004.
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Q 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 earni ngs 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 also
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.

FI NANCI AL CONDI TI ON, LI QUI DI TY AND CAPI TAL RESOURCES

Qur financial condition and bal ance sheet remain strong. At March 31, 2005,
cash and marketable securities were $2.0 billion. Stockholders’ equity was
$5.8 billion and the ratio of long-termdebt-to-equity was 1.3%at March 31,
2005.

At March 31, 2005, working capital was $1.7 billion conpared to $1.0 billion
at June 30, 2004. The increase in the Conpany’s working capital arose
primarily as a result of the acquisition of the U S. Cearing and

Br oker Deal er Busi ness.

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. 1In addition, we have two unsecured revolving credit
agreenments that allow us to borrow up to $4.5 billion in the aggregate. CQur
short-term commerci 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 $1.0 billion for the nine nonths
ended March 31, 2005. This anmount conpares to cash flows from operations of
$1.1 billion in the conparable period for the prior fiscal year. The
decrease in cash flow fromoperations was prinmarily due to the net change of
$131 million in securities clearing and outsourcing receivabl es and payabl es
due to the increased activity of security clearing transactions, and the
change in accounts receivable and other assets of $45 mllion primarily due
to the increase in accounts receivable as a result of the increase in
billings. These decreases in cash generated from operations were of fset by
the increase in net earnings of $73 mllion and the change in accounts
payabl e and accrued expenses primarily due to the timng of incone tax
paynents nade during the current year.
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Cash flows used in investing activities in the nine nonths ended March 31,
2005 totaled $154 mllion conpared to $1.1 billion in the conparabl e period
for the prior fiscal year. The fluctuation between periods was prinmarily due
to the timng of purchases and proceeds of narketable securities and the net
change in client funds 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 nine nonths ended March 31,
2005 totaled $537 mllion conpared to $545 mllion in the conparabl e period
for the prior fiscal year. The decrease in cash used in financing activities
was primarily due to the increase in proceeds received fromthe stock

pur chase plan and exerci ses of stock options, offset by the increase in

di vi dends paid due to the increase in the anmount of dividends per common
share. W purchased 10.0 mllion shares of our comobn stock at an average
price per share of $41.65 during the year-to-date period. As of March 31,
2005, we had remai ning Board of Directors’ authorization to purchase up to
17.6 mllion additional shares.

In June 2004, we entered into two new unsecured revolving credit agreenents,
each for $2.25 billion, with certain financial institutions, replacing a
previous $4.5 billion credit agreement. 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 prinme 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 primary 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
March 31, 2005 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 iIssuances as a
primary instrunent to neet short-termfunding requirenents related to client
funds obligations that occur as a result of our decision to extend nmaturities
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 March 31, 2005 and
2004, there was no commercial paper outstanding. For the three nonths ended
March 31, 2005 and 2004, the Conpany had average borrow ngs of $0.3 billion
and $0.2 billion, respectively, at an effective weighted average interest
rate of 2.3%and 1.0% respectively. For the nine nonths ended March 31,
2005 and 2004, the Conpany had average borrowings of $1.1 billion and $0.9
billion, respectively, at an effective weighted average interest rate of 1.8%
and 1.0% respectively. The weighted average maturity of our conmerci al

paper during the three and ni ne nonths ended March 31, 2005 was | ess than two
days for both peri ods.

Qur U.S. and Canadi an short-term funding requirenents related to client funds
obligations are sonetines obtained on a secured basis through the use of repurchase
agreenments, which are collateralized principally by government and government agency
securities. These agreenents generally have ternms ranging fromovernight to up to
five business days. At March 31, 2005 and 2004, there were no outstanding
repur chase agreenents. For the three nonths ended March 31, 2005 and 2004, the
Conpany had an average outstandi ng bal ance of $152.2 million and $35.2 mllion,
respectively, at a weighted average interest rate of 2. 1% and 1.9% respectively.
For the nine nonths ended March 31, 2005 and 2004, the Conpany had an average outstanding
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bal ance of $313.8 million and $20.8 mllion, respectively, at an average interest rate of
1. 7% and 2.1% respectively.

For the nine nonths ended March 31, 2005, capital expenditures were $133 mllion. Capita
expenditures for fiscal year 2005 are expected to be approxi mately $200 to $230 mllion
conpared to $204 mllion in fiscal year 2004.

It is not our business practice to enter into off-balance sheet arrangenents. However, in
the normal course of business, we do enter into contracts in which we guarantee the
performance of our products and services. In addition, the securities transactions of the
Securities Clearing and Qutsourcing Services segnent involve collateral arrangenents
required by various regulatory and internal guidelines, which are nonitored daily. W do
not expect any material |osses related to such guarantees or collateral arrangenents.

We are a menber of nunerous exchanges and cl earinghouses. Under the nenbership agreenents,
nmenbers are generally required to guarantee the perfornmance of other nmenbers. Additionally,
if a nenber beconmes unable to satisfy its obligations to the clearinghouse, other menbers
woul d be required to neet these shortfalls. To mtigate these performance risks, the

exchanges and cl eari nghouses often require nenbers to post collateral. Qur maxi num
potential liability under these arrangenents cannot be quantified. However, we believe that
it is unlikely that the Conpany will be required to nake 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 nine nmonths ended March 31, 2005, approxinmately twenty percent of our overal

i nvestment portfolio was invested in cash and cash equival ents, and therefore was inpacted
al nrost i medi ately by changes in short-terminterest rates. The other eighty percent of our
i nvestment portfolio was invested in fixed-incone securities, with varying maturities of

| ess than ten years, which were al so subject to interest rate risk including reinvestnment
risk. W have historically had the ability and intent to hold these investnents unti
maturity.

Details regarding our overall investrment portfolio are as foll ows:
Three Mont hs Ended Ni ne Mont hs Ended
(In m1lions) March 31, March 31
2005 2004 2005 2004
Aver age investnent bal ances
at cost:
Cor porate investnents $ 2,272.2 $ 2,493.8 $ 3,269.7 $ 3,165.7
Funds held for clients 14,817.6 13,316.0 11,883.4 _10,766.4
Tot al $17,089.8 $15,809.8 $15,153.1 $13,932.1

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

and funds held for clients 3. 4% 2. 9% 3.3% 3.1%
Real i zed gai ns on avail abl e-

for-sale securities $ 0.8 % 1.8 $ 9.5 % 7.2
Real i zed | osses on avail abl e-

for-sale securities (11.1) (1.4) (29.0) (9.8)
Net realized (|l osses) gains $ (10.3) $ 0.4 $ (19.5)% (2.6)

March 31, June 30,
2005 2004

Net unrealized pre-tax (|l osses) gains

on avail able-for-sale securities $ (80.0) $ 59.9
Total avail able-for-sale securities $12, 409. 3 $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-nonth 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 March 31, 2005, approximtely 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 segnent 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-customners,
we seek to control the risk associated with these activities by requiring
custoners and non-custoners to maintain nmargin 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 naintain 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 customers 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 the
Conmpany’s fiscal year beginning July 1, 2005. Anmong other things, SFAS No.
123R requires that conpensation cost relating to share-based paynent
transactions 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 Statenments 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 method of accounting
for stock-based conpensati on under SFAS No. 123, “Accounting for Stock-Based
Conmpensation” (SFAS No. 123). W changed our fair value option pricing nodel
fromthe Bl ack-Schol es nodel to a binom al nodel for all options granted after
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January 1, 2005. W believe that the binom al nodel is nore indicative of the
stock option’s fair val ue because it considers characteristics that are not
avai | abl e under the Bl ack-Schol es nodel. SFAS No. 123R nay be adopted either
prospectively or using a retrospective nmethod. W have not yet determ ned
whi ch nethod we will use to adopt SFAS No. 123R and we are assessing the
antici pated i npact of the adoption.

| ncone Taxes

On Cct ober 22, 2004, the Anerican Jobs Creation Act (the AJCA) was signed into
|aw. The AJCA includes a deduction of 85% of certain foreign earnings that
are repatriated, as defined in the AJCA. W nmay elect to apply this provision
to qualifying 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 reasonabl e period of tine
foll owi ng these actions. The range of possible amunts that the Conpany coul d
repatriate under this provision is between zero and $500 million. The rel ated
potential range of incone tax is between zero and $35 mllion. The actual

cost to the Conpany is 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-1ooking statenments” wthin the nmeaning of the
Private Securities Litigation Reform Act of 1995. Statenents that are not
historical in nature and which nay be identified by the use of words |ike
“expects,” “assunes,” “projects,” “antici pates,” “esti mates,” “we believe,” “could

be” and other words of simlar neaning, are forward-|ooking statenents.
These statenents are based on nmanagenent’s expectations and assunptions and
are subject to risks and uncertainties that nmay cause actual results to
differ materially fromthose expressed. Factors that could cause actual
results to differ materially fromthose contenplated by the forward-I| ooking
statenents include: ADP's success in obtaining, retaining and selling
additional services to clients; the pricing of products and services; changes
in laws regul ating payroll taxes, professional enployer organizations,

enpl oyee benefits and registered cl earing agencies and broker-deal ers;
overal | market and econom c conditions, including interest rate and foreign
currency trends; conpetitive conditions; stock market activity; auto sales
and related industry changes; enpl oynent and wage | evels; changes in
technol ogy; availability of skilled technical associates and the inpact of
new acqui sitions and divestitures. ADP disclains any obligation to update
any forward-| ooking statenents, whether as a result of new information,
future events or otherw se.

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.

l[tem 4. Controls and Procedures.

The Conpany carried out an eval uation, under the supervision and with the
participation of the Conpany's nanagenent, including the Conpany's Chi ef
Executive Oficer and Chief Financial Oficer, of the effectiveness of the
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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 March
31, 2005 were effective to ensure that information required to be discl osed
by the Conpany in reports that it files or submts under the Securities
Exchange Act of 1934 is recorded, processed, sumari zed and reported within
the tinme periods specified in Securities and Exchange Conm ssion's rul es and
forms.

There were no changes in the Conpany's internal control over financial
reporting that occurred during the quarter ended March 31, 2005 that have
materially affected, or are reasonably likely to materially affect, the
Conmpany's internal control over financial reporting.

PART 11. OTHER | NFORVATI ON

Except as noted below, all other itenms are either inapplicable or would
result in negative responses and, therefore, have been omtted.
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ltem 2. Unregi stered Sal es of Equity Securities and Use of Proceeds.

| ssuer Purchases of Equity Securities

(a) (b) (c) (d)
Total Nunber of
Shar es Purchased Maxi num Number
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)

January 1, 2005

to January 31,

2005 960, 559 $43. 36 873, 300 20, 484, 100

February 1, 2005

to February 28,

2005 1,722, 805 $42.72 1, 710, 000 18, 774, 100

March 1,

2005 to

March 31,

2005 1,130,931 $43. 70 1,125, 300 17, 648, 800

Tot al 3,814, 295( 2) 3, 708, 600

(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 (i) nade repurchases of 63,259 shares
during January 2005, 9,805 shares during February 2005 and 5, 631 shares
during March 2005 at the then market value of the shares in connection with
t he exercise by enployees of their option under such programto satisfy
certain tax withholding requirenments through the delivery of shares to the
Regi strant instead of cash and (ii) made purchases of 24,000 shares during
January 2005 and 3,000 shares during February 2005 at a price of $.10 per
share under the terns of such programto repurchase stock granted to

enpl oyees who have |l eft the Registrant.

(3) The average price per share does not include the repurchases described in
clause (ii) of the preceding footnote.
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ltem 6. Exhibits.

(a) Exhibits
Exhi bi t Number Exhi bi t

31.1 Certification by Arthur F. Wi nbach pursuant to Rule 1l3a-
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

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

S| 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 authorized.

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

Date: May 6, 2005 [s/ Karen E. Dykstra
Karen E. Dykstra

Chief Financial Oficer
(Title)
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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 Autonmatic Data Processing, |nc.

2. Based on ny know edge, this report does not contain any untrue statenent of a materia
fact or onmit to state a material fact necessary to nmake the statements made, in light of the
ci rcunst ances under which such statenents were nmade, not nisleading with respect to the

peri od covered by this report;

3. Based on ny know edge, the financial statenments, 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 di scl 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 disclosure
controls and procedures to be designed under our supervision, to ensure that nmateria
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 1Is 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 di scl 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 naterial 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 managenent or other enpl oyees who
have a significant role in the registrant's internal control over financial reporting.
Dat e: May 6, 2005
[s/ Arthur F. Wi nbach

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 statenments nmade, in |ight of the
ci rcunmst 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 managenent or other enpl oyees who
have a significant role in the registrant's internal control over financial reporting.
Dat e: May 6, 2005
/sl Karen E. Dykstra

Karen E. Dykstra
Chi ef Financial Oficer
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EXHBIT 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
“Conpany”) on Form 10-Q for the fiscal quarter ending March 31, 2005 as filed with the
Securities and Exchange Conmi ssion on the date hereof (the “Report”), |, Arthur F. Wi nbach

Chai rman and Chief Executive Oficer 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 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 Arthur F. Weinbach
Arthur F. Wi nbach

Chai rman and Chi ef Executive Oficer
May 6, 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 Automatic Data Processing, Inc. (the
“Conpany”) on Form 10-Q for the fisca

quarter ending March 31, 2005 as filed with the
Securities and Exchange Conmm 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 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,
materi al respects, the financia
Conpany.

in all
condition and result of operations of the

/sl Karen E. Dykstra
Karen E. Dykstra

Chi ef Financial Oficer
May 6, 2005
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