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m AUTOMATIC DATA PROCESSING, INC.

®
One ADP Boulevard' Roseland, New Jersey 07068

NOTICE OF 1999 ANNUAL MEETING OF STOCKHOLDERS

To the Stockholders:

PLEASE TAKE NOTICE that the 1999 Annual Meeting of Stockholders of AUTOMATIC DATA
PROCESSING, INC. (the “Company”) will be held at 10:00 a.m., Tuesday, November 9, 1999 at the
Company’s corporate headquarters, ONE ADP BOULEVARD, ROSELAND, NEW JERSEY 07068, for
the following purposes:

1. To elect a Board of Directors (Proposal 1);

2. To approve the Company’s 2000 Key Employees’ Stock Option Plan, and to authorize the
issuance of up to 14,750,000 shares of the Common Stock of the Company for acquisition
upon the exercise of options that may be granted to employees under such plan (Proposal 2);

3. To ratify the appointment of Deloitte & Touche LLP to serve as the Company’s independent
certified public accountants for the fiscal year which began on July 1, 1999 (Proposal 3); and

4. To transact such other business as may properly come before the meeting or any adjourn-
ment or adjournments thereof.

Only the holders of Common Stock of record at the close of business on September 10, 1999 (the
“Record Date”) are entitled to vote at the meeting. Each stockholder is entitled to one vote for each share
of Common Stock held on the Record Date.

By order of the Board of Directors

JAMES B. BENSON
Secretary

September 21, 1999
Roseland, New Jersey

The presence in person and/or the representation by proxy of the holders of a majority of the issued and
outstanding shares of stock entitled to vote is necessary and sufficient to constitute a quorum. Accordingly,
if you do not expect to be present at the meeting, you may vote your shares of stock by phone, the Internet or
by executing the accompanying proxy and returning it promptly in the enclosed envelope, which requires no
postage if mailed in the United States.
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PROXY STATEMENT
ANNUAL MEETING OF STOCKHOLDERS OF
m AUTOMATIC DATA PROCESSING, INC.
One ADP Boulevard - Roseland, New Jersey 07068
®
TO BE HELD ON NOVEMBER 9, 1999
SOLICITATION AND REVOCATION OF PROXY

The accompanying proxy is being solicited by the Board of Directors of the Company for use at the
forthcoming Annual Meeting of Stockholders. Each stockholder giving such a proxy has the power to
revoke the same at any time before it is voted by so notifying the Secretary of the Company in writing. All
expenses in connection with the solicitation will be borne by the Company. This Proxy Statement and the
accompanying proxy are being mailed to the stockholders on or about September 21, 1999.

The Company has one class of securities outstanding and entitled to vote at the Annual Meeting of
Stockholders, its Common Stock, par value $.10 per share. At the close of business on September 10, 1999,
the record date for determining stockholders entitled to notice of and to vote at the meeting, the Company
had issued and outstanding 624,590,771 shares of Common Stock (excluding 3,982,323 treasury shares not
entitled to vote). Each outstanding share of Common Stock is entitled to one vote with respect to each
matter to be voted on at the meeting.

The representation in person or by proxy of a majority of the shares entitled to vote shall constitute a
quorum at the Annual Meeting of Stockholders. Directors are elected by a plurality of the affirmative
votes cast. The affirmative vote of the holders of a majority of the outstanding shares present in person or
by proxy and entitled to vote thereon is required to approve the Company’s 2000 Key Employees’ Stock
Option Plan and authorize the issuance of up to 14,750,000 shares of Common Stock of the Company upon
exercise of options that may be granted to employees under such plan. The affirmative vote of the holders
of a majority of the outstanding shares present in person or by proxy and entitled to vote thereon is
required to ratify the appointment of Deloitte & Touche LLP as the Company’s independent certified
public accountants. Under the Company’s Restated Certificate of Incorporation and By-laws and under
Delaware law, abstentions and “non-votes” are counted as present in determining whether the quorum
requirement is satisfied. With regard to the election of Directors, votes may be cast in favor or withheld.
Votes that are withheld will be excluded entirely from the vote and will have no effect. Abstentions may be
specified on any proposal (other than the election of Directors) and will have the effect of a negative vote.
Under applicable Delaware law, a non-vote will have no effect on the outcome of (i) the election of
Directors, (ii) the approval of the Company’s 2000 Key Employees’ Stock Option Plan and the authoriza-
tion to issue up to 14,750,000 shares of Common Stock of the Company upon exercise of options that may
be granted to employees under such plan or (i) the ratification of the appointment of Deloitte & Touche
LLP. A non-vote occurs when a nominee holding shares for a beneficial owner votes on one proposal, but
does not vote on another proposal because the nominee does not have discretionary voting power and has
not received instructions from the beneficial owner.

The Company’s Board of Directors has adopted a policy whereby stockholders’ proxies are received
by the Company’s independent tabulators and the vote is certified by independent inspectors of election.
Proxies and ballots that identify the vote of individual stockholders will be kept confidential from the
Company’s management and directors, except as necessary to meet legal requirements, in cases where
stockholders request disclosure, or in a contested election.
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PROPOSAL 1
ELECTION OF DIRECTORS

Properly executed proxies will be voted as marked, and if not marked, will be voted in favor of the
election of the persons named below (each of whom is now a director) as directors to serve until the next
Annual Meeting of Stockholders and until their successors are duly elected and qualified. If any nominee
does not remain a candidate at the time of the meeting (a situation which management does not
anticipate), proxies solicited hereunder will be voted in favor of those nominees who do remain as
candidates and may be voted for substitute nominees designated by the Board of Directors.

Served as a
Director
Continuously
Name % Since Principal Occupation
Gary C. Butler 52 1996 President and Chief Operating Officer of the

Company (1)

Joseph A. Califano, Jr. 68 1982 Chairman of the Board and President, The National
Center on Addiction and Substance Abuse at Columbia
University (2)

Leon G. Cooperman 56 1991 Chairman and Chief Executive Officer, Omega Advisors,
Inc., an investment partnership (3)

George H. Heilmeier 63 1994 Chairman Emeritus of Telcordia Technologies (formerly
Bellcore), a research and engineering consortium (4)

Ann Dibble Jordan 64 1993 Consultant (5)

Harvey M. Krueger 70 1967 Vice Chairman of Lehman Brothers, investment
bankers (6)

Frederic V. Malek 62 1978 Chairman, Thayer Capital Partners, a merchant banking
firm (7)

Henry Taub 72 1961 Honorary Chairman of the Board of the Company,

Chairman of the Executive Committee of the Board of
the Company (8)

Laurence A. Tisch 76 1972 Co-Chairman of Loews Corporation, which is engaged in
the consumer products, hotel and insurance
businesses (9)

Arthur F. Weinbach 56 1989 Chairman of the Board and Chief Executive Officer of
the Company (10)
Josh S. Weston 70 1977 Honorary Chairman of the Board of the Company (11)

(1) Mr. Butler has held the indicated position since April 1998. Prior thereto, he had been Group
President of the Employer Services Group of the Company since January 1995. Prior to that he had
been Group President for the Dealer Services Group of the Company for more than five years. He is
also a director of CareerBuilder, Inc. and Convergys Corp.

(2) Mr. Califano has been Chairman of the Board and President of The National Center on Addiction
and Substance Abuse at Columbia University since 1992. Mr. Califano was a senior partner in the
Washington, D.C. office of Dewey Ballantine from 1983 through 1992. He is also a director of
Authentic Fitness Corporation, HealthPlan Services, Inc., K Mart Corporation, True North Communi-
cations Inc., and Warnaco Inc.
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(3) Mr. Cooperman has been Chairman and Chief Executive Officer of Omega Advisors, Inc. since 1991.
From 1989 to July 1991, he was Chairman and Chief Executive Officer of Goldman Sachs Asset
Management and a limited partner of Goldman, Sachs & Co.

(4) Dr. Heilmeier has been Chairman Emeritus of Telcordia Technologies (formerly Bellcore) since
November 1997. Dr. Heilmeier served as Chairman and Chief Executive Officer of Bellcore from
January 1997 to November 1997 and President and Chief Executive Officer from April 1991 to
January 1997. Dr. Heilmeier is also a director of Compaq Computer Corporation, The MITRE
Corporation, Teletech Holdings Inc. and TRW, Inc.

(5§) Ms. Jordan is the former Director, Social Services Department, Chicago Lying-In Hospital, University
of Chicago Medical Center, a position she assumed in 1970. She is also a director of Johnson &
Johnson Corporation, Salant Corporation, The Coleman Company and Citigroup Inc.

(6) Mr. Krueger is Vice Chairman of Lehman Brothers and has been a senior officer of Lehman Brothers
and its predecessor companies for more than the past five years. He is also a director of Chaus, Inc.,
Club Med Inc., IVAX Corporation and R.G. Barry Corporation.

(7) Mr. Malek has been Chairman of Thayer Capital Partners since 1992. From 1989 to 1997, Mr. Malek
was also Co-Chairman of CB Commercial Real Estate Group. Mr. Malek is also a director of Aegis
Communications Group, Inc., American Management Systems Corp., CB Commercial Real Estate
Group, FPL Group Incorporated, Northwest Airlines, Inc., Saga Systems, Inc. and various Paine
Webber mutual funds.

(8) Mr. Taub became Honorary Chairman of the Company’s Board of Directors in 1986 and has been
Chairman of the Executive Committee since 1983.

(9) Mr. Tisch has been Co-Chairman of the Board of Directors of Loews Corporation since January 1999.
From October 1994 to January 1999, he was Co-Chairman of the Board and Co-Chief Executive
Officer of Loews Corporation. Mr. Tisch has also been Chairman of the Board and Chief Executive
Officer of CNA Financial Corp since 1990. From January 1987 to November 1995, Mr. Tisch was
Chairman of the Board, President and Chief Executive Officer of CBS, Inc. He is also a director of
Bulova Corporation.

(10) Mr. Weinbach became Chairman of the Board and Chief Executive Officer of the Company in
April 1998, having served as President and Chief Executive Officer since 1996 and President and Chief
Operating Officer since January 1994. Prior to that time, he served as Executive Vice President since
August 1992. He is also a director of HealthPlan Services, Inc.

(11) Mr. Weston became Honorary Chairman of the Company’s Board of Directors in April 1998. He
served as Chairman of the Board of the Company from August 1996 to April 1998. Prior to
August 1996, he served as Chairman of the Board and Chief Executive Officer of the Company for
more than the past five years. He is also a director of J. Crew Group Inc., Olsten Corp., Russ Berrie &
Co., Inc. and Shared Medical Systems Corporation.

Directors’ Meetings, Committees and Fees

During the last fiscal year five meetings of the Board of Directors were held. All directors attended at
least 75%, in the aggregate, of the meetings of the Board of Directors and the committees of which they
were members.

The Company has a standing Audit Committee composed of Messrs. Califano, Cooperman and
Krueger, and Ms. Jordan. Mr. Krueger is the Chairman. The principal functions of the Audit Committee
are to (/) make recommendations to the full Board of Directors concerning the appointment of indepen-
dent auditors, (if) review the scope of the audit and related fees, (iii) review the Company’s accounting
principles, policies and reporting practices with the independent and internal auditors and management,
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(iv) discuss with the independent auditors the results of their audit and determine what action, if any, is
required with respect to the Company’s internal controls and (v) consider other audit and non-audit
matters from time to time as requested by the full Board of Directors. The Audit Committee met four
times during fiscal 1999.

The Company has a Compensation Committee composed of Messrs. Heilmeier, Malek and Tisch.
Mr. Malek is the Chairman. The purpose of the Compensation Committee is to develop guidelines and
review the compensation and performance of officers of the Company and other Company associates, to
review and approve criteria for granting bonuses and options to officers of the Company, and to develop
plans for managerial succession. The Compensation Committee met three times during fiscal 1999.

The Company has an Executive Committee composed of Messrs. Krueger, Malek, Taub, Weinbach
and Weston. Mr. Taub is the Chairman. The purpose of the Executive Committee is to act in the absence of
the Board of Directors. The Executive Committee met three times during fiscal 1999.

The Company does not have a Nominating Committee or any committee performing nominating or
similar functions.

Non-employee directors are paid an annual retainer of $30,000, plus $1,000 for each Board of
Directors meeting attended. In addition, non-employee directors are paid $750 for each committee
meeting attended, except for the chairman of such committee, who is paid $1,000 for each meeting he
attends, and except that each non-employee member of the Executive Committee is paid $1,000 for each
meeting he attends. Non-employee directors may elect to defer payment of the above amounts. There are
no fees paid to employee directors or other fee arrangements provided by the Company.

The non-employee directors of the Company are entitled to participate in the 1989 Non-Employee
Director Stock Option Plan (the “Directors’ Plan””) pursuant to which options to purchase 7,500 shares of
Common Stock will automatically be granted to persons who become non-employee directors. In addition,
each non-employee director will be granted an additional option to purchase 7,500 shares on the first
business day after each fifth anniversary of the date of the initial grant to each such non-employee director,
provided that he or she is then still serving in such capacity. The Directors’ Plan was adopted on
November 2, 1989 and will remain in effect until terminated by action of the Board of Directors. All
options have been and will be granted at the fair market value of the Common Stock, determined on the
basis of the closing price of the Common Stock in consolidated trading on the date of grant, as reported in
The Wall Street Journal. Twenty percent of the options granted under the Directors’ Plan become
exercisable on the first anniversary of the date such options were granted, and twenty percent become
exercisable on each successive anniversary date thereafter until all such options are exercisable, provided
that options become exercisable only if the director is then still serving in such capacity, unless certain
specified events occur such as the death, disability or retirement of a director, in which case the options
shall immediately vest and become fully exercisable. All options granted under the Directors’ Plan have a
term of ten years. Under the Directors’ Plan, options to purchase 40,000 shares at an exercise price of
$5.73 per share and options to purchase 20,000 shares at an exercise price of $14.36 per share have been
granted to each of Messrs. Califano, Krueger, Malek and Tisch; Mr. Cooperman has been granted an
option to purchase 40,000 shares at an exercise price of $9.68 per share and an option to purchase 10,000
shares at an exercise price of $20.75 per share; Ms. Jordan has been granted an option to purchase 20,000
shares at an exercise price of $13.07 per share and an option to purchase 15,000 shares at an exercise price
of $30.14 per share; and Dr. Heilmeier has been granted an option to purchase 20,000 shares at an exercise
price of $14.69 per share. Depending upon the date of grant, the foregoing option grants reflect
adjustments resulting from subsequent 2 for 1 stock splits.

Any person who first becomes a non-employee director after August 13, 1997 is not eligible to receive
a pension from the Company. A non-employee director (who was a director on August 13, 1997) who
chooses to retire after 20 years of service in such capacity and having attained the age of 70 will receive a
pension of $25,000 per year for the remainder of his or her life. If such non-employee director chooses to
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retire after having attained the age of 65 with 15 years of service, he or she will receive a pension of $12,500
per year.

Security Ownership of Certain Beneficial Owners and Managers

The following table contains information as of August 31, 1999 with respect to the beneficial
ownership of Common Stock by each director and nominee for director of the Company, by each of the
executive officers of the Company named in the Summary Compensation Table and by all directors and
executive officers of the Company as a group (including the named individuals). Unless otherwise noted in
the footnotes following the table, the persons as to whom the information is given had sole voting and
investment power over the shares of Common Stock shown as beneficially owned. To the knowledge of the
management of the Company, no person beneficially owned as of August 31, 1999 more than 5% of the
outstanding shares of the Company’s Common Stock.

Shares of Common Stock

Name Beneficially Owned (1) Percent
Gary C.Butler (2) . ... 617,073 *
Joseph A. Califano, Jr. . . ... ... 18,400 *
Leon G. Cooperman . ...............oiuuuniiiinnnnnneennn. 46,000 *
Richard J. Daly ....... ... .. . . ... 328,714 *
Russell P. Fradin . ........ .. ... . .. i 223,367 *
George H. Heilmeier .. ....... .. ... ... ... ... ... ... . ..... 16,400 *
John Hogan ... ... ... ... . .. . . 303,167 *
Ann Dibble Jordan. . . ....... ... ... e 23,400 *
Harvey M. Krueger . ......... ... 88,000 *
Frederic V.Malek (3) . . . ... . 27,200 *
Henry Taub (4) . ... 7,788,912 1.2%
Laurence A. Tisch . .. ... .. .. . .. . . e 10,400 *
Arthur F. Weinbach .. ... ... ... . .. .. 1,061,383 *
Josh S. Weston . . .. ... e 1,029,831 *

Directors and Executive Officers as a group (20 persons, including
those named above)(5) ... ... .. 12,532,043 2.0%

*  Indicates less than one percent.

(1) Includes shares that may be acquired upon the exercise of options granted by the Company that are
exercisable prior to October 30, 1999. The shares beneficially owned include 240,000, 16,000, 42,000,
262,000, 100,000, 16,000, 268,000, 56,000, 614,000, 600,000 and 23,000 shares subject to such options
granted to Messrs. Butler, Califano, Cooperman, Daly, Fradin, Heilmeier, Hogan, Krueger, Weinbach
and Weston and Ms. Jordan, respectively, and 2,811,800 shares subject to such options granted to the
Directors and Executive Officers as a group.

(2) In addition, members of Mr. Butler’s immediate family own 1,200 shares of Common Stock of the
Company.

T

ADP ANNUAL NOTICE & PROXY STATEMENT 1999 Proj: P4496NYC99 Job: 99NYC8494 File: DE8494A.;24
Merrill/New York (212) 229-6500 EDGAR Page Dim: 8.250” X 10.750" Copy Dim: 38. X 54.3



MERRILL CORPORATION NETWORK COMPOSITION SYSTEM CSCHWAR // 16-SEP-99 09:55 DISK039:[99NY C4.99NY C8494]DE8494A .;24
IMAGES.[PAGER.PSTYLES]MRLL.BST;5 pag$fmt:mrll.fmt Free: 4610DM/ OD Foot: 0D/ OD VJRSeq:5 CIr: 0 8 CCs: 20511

1

(3) In addition, members of Mr. Malek’s immediate family were potential beneficiaries of charitable
trusts or owned outright an aggregate of 3,200 shares of Common Stock of the Company.

(4) Members of Mr. Taub’s immediate family were potential beneficiaries of charitable trusts or owned
outright an aggregate of 299,358 shares of Common Stock of the Company.

(5) Members of the immediate families of non-director officers of the Company owned 2,632 shares of
Common Stock of the Company.

Stockholder Approval Required
Directors shall be elected by a plurality of the affirmative votes cast at the meeting.

THE BOARD OF DIRECTORS RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR THE
ELECTION OF THE NOMINEES TO THE BOARD OF DIRECTORS.
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COMPENSATION OF EXECUTIVE OFFICERS

The following sections of this Proxy Statement cover the components of the total compensation of the
Company’s chief executive officer and the four other most highly compensated executive officers of the
Company. These sections include: (i) a series of tables covering annual and long-term compensation; (i) a
pension plan table summarizing the annual benefits payable under the Company’s defined benefit
retirement plans; (iif) a report by the Compensation Committee of the Board of Directors describing the
Company’s compensation policies for fiscal 1999 for its executive officers and the rationale upon which its
chief executive officer’s compensation for fiscal 1999 was based; and (iv) a performance graph comparing
the Company’s total stockholder return to the S&P 500 and a Peer Group Index over a five year period.

Summary Compensation Table

The following table summarizes the compensation of the Company’s chief executive officer and the
four other most highly compensated executive officers for services in all capacities to the Company for the
three years ended June 30, 1999.

Annual

Compensation(1) Long-Term Compensation

Number of

Securities

Year Restricted Underlying
Name and Ended Stock Options All other

Principal Position June 30, Salary Bonus Awards Granted Compensation
2) 3) )

Arthur F. Weinbach . . . ......... ... 1999  $658,750 $485,000 $ — 160,000 $6,509
Chairman and Chief 1998 $625,000 $412,500 $1,778,150 200,000 $6,244
Executive Officer 1997 $571,667 $315,000 $ — 220,000 $5,329
Gary C. Butler .................. 1999  $560,000 $330,000 $ — — $6,142
President and Chief 1998 $506,151 $325,000 $1,595,963 120,000 $5,680
Operating Officer 1997 $457,500 $240,000 $ — 100,000 $5,463
Russell P Fradin . . ............... 1999  $440,000 $260,000 $ — — $4,929
Group President 1998 $420,595 $225,000 $ — 100,000 $4,377
1997 $279,710 $200,000 $2,538,750 240,000 $ —
Richard J. Daly. ................. 1999 $339,773 $190,900 $ — 57,200 $5,848
Group President 1998 $318,269 $195,000 $ — 82,800 $5,499
1997 $275,877 $180,000 $ 488,800 90,000 $4,409
John Hogan .................... 1999 $339,769 $189,700 $ — 57,200 $4,892
Group President 1998 $318,270 $190,000 $ — 50,000 $4,486
1997 $300,004 $175,000 $ — — $3,115

(1) None of the named executive officers received any perquisites or other personal benefits of an
amount, or any other annual compensation of a type, required to be reported by the Securities and
Exchange Commission pursuant to applicable rules and regulations.

(2) The dollar values shown in the Restricted Stock Awards column are based on the closing market price
of the Common Stock on the date the restricted shares were granted. Restricted shares may not be
transferred or pledged, but such Company-imposed restrictions lapse with the passage of time
(generally over periods of up to five years) and continued employment with the Company.

As of June 30, 1999, the aggregate number of shares of restricted stock held by a named executive
officer and the aggregate fair market value of such shares (calculated by multiplying the aggregate
number of shares held by such named executive officer by $44, the closing price on the New York
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Stock Exchange of the Common Stock on June 30, 1999) was: Mr. Weinbach, 48,800 shares
($2,147,200); Mr. Butler, 61,800 shares ($2,719,200); Mr. Fradin, 60,000 shares ($2,640,000); Mr. Daly,
20,800 shares ($915,200); and Mr. Hogan, 20,800 shares ($915,200).

The restricted stock awards to the named executive officers reported in the table that vest, in whole or
in part, in under three years from the date of grant, together with their vesting schedule, are as
follows:

(i) Mr. Weinbach received a grant of 48,800 shares of restricted stock in fiscal 1998, 24,400 of which
will vest in each of fiscal 2000 and 2001.

(i) Mr. Butler received a grant of 43,800 shares of restricted stock in fiscal 1998, 2,600 of which will
vest in fiscal 2000, and 20,600 of which will vest in each of fiscal 2001 and 2002. In addition,
Mr. Butler received a grant of 28,400 shares of restricted stock in fiscal 1996, 2,600 of which
vested in each of fiscal 1996, 1997, 1998 and 1999, and 18,000 of which will vest in fiscal 2000.

(iif) Mr. Fradin received a grant of 120,000 shares of restricted stock in fiscal 1997 of which 20,000
vested in fiscal 1997, 1998 and 1999, and 20,000 will vest in each of fiscal 2000 through 2002.

(iv) Mr. Daly received a grant of 20,800 shares of restricted stock in fiscal 1997, of which 5,200 vested
in 1997, 4,800 vested in fiscal 1998, 4,400 vested in fiscal 1999, 3,600 will vest in fiscal 2000, and
2,800 will vest in fiscal 2001. Mr. Daly also received a grant of 24,800 shares of restricted stock in
fiscal 1996, of which 2,000 vested in fiscal 1996, 2,400 vested in fiscal 1997, 2,800 vested in fiscal
1998, and 3,200 vested in fiscal 1999, and 7,200 will vest in each of fiscal 2000 and 2001.

(v) Mr. Hogan received a grant of 50,000 shares of restricted stock in fiscal 1996, of which 10,000
vested in each of fiscal 1997, 1998 and 1999 and 10,000 will vest in each of fiscal 2000 and 2001.

Dividends are paid on restricted stock at the same rate as other outstanding shares of the Company’s
Common Stock. In the event of a change of control of the Company, the unvested portion of the
restricted stock of Messrs. Weinbach and Butler, will be subject to accelerated vesting.

(3) The Company does not award Stock Appreciation Rights (SARS).

(4) For the year ended June 30, 1999, all other compensation consists of the sum of: (i) contributions to
the Company’s Retirement and Savings Plan (401(k)) in the following amounts, Mr. Weinbach,
$5,502, Mr. Butler, $5,682, Mr. Fradin, $4,630, Mr. Daly, $5,564, and Mr. Hogan, $4,675; and
(i) compensatory split-dollar insurance premiums (with a statistically calculated economic benefit to
the executive determined by Phoenix Home Life Insurance Company for W-2 income purposes) in the
following amounts: Mr. Weinbach, $1,007, Mr. Butler, $460, Mr. Fradin, $299, Mr. Daly, $284, and
Mr. Hogan, $217.

Stock Option Plans

The Company has in effect a 1981 Key Employees’ Stock Option Plan (the “1981 Plan”) and a 1990
Key Employees’ Stock Option Plan (the “1990 Plan”). The 1981 Plan and the 1990 Plan collectively are
referred to as the “Option Plans”. Officers and key employees are eligible to participate in the Option
Plans, which permit the issuance, in addition to non-qualified options, of “incentive stock options”
(“ISOs”) within the meaning of Section 422 of the Internal Revenue Code of 1986, as amended (the
“Code”). The Company has ceased granting options under the 1981 Plan, but outstanding options under
the 1981 Plan remain valid. In the event of a change in control of the Company, the unvested portion of
the stock options of Messrs. Weinbach and Butler will be subject to accelerated vesting.

The Option Plans are administered by the Compensation Committee of the Board of Directors. The
Committee has the authority to determine the employees to whom options will be granted and, subject to
the Option Plans, the terms and amount of options granted.

T

ADP ANNUAL NOTICE & PROXY STATEMENT 1999 Proj: P4496NYC99 Job: 99NYC8494 File: DG8494A.;30
Merrill/New York (212) 229-6500 EDGAR Page Dim: 8.250” X 10.750" Copy Dim: 38. X 54.3



MERRILL CORPORATION NETWORK COMPOSITION SYSTEM JCHEN // 20-SEP-99 14:50 DISK039:[99NY C4.99NY C8494]DG8494A .;30

IMAGES.[PAGER.PSTYLES]MRLL.BST;5 pag$fmt:mrll.fmt Free: 1610D*/ 2120D Foot:

0D/ 0D VIJRSeq:3 CIr: 0 8 CCs: 63455

1

ISOs and non-qualified options expire no more than ten years from their date of grant, with an

exercise price no less than 100% of the fair market value on the date of grant.

An optionee has no rights as a stockholder with respect to any shares covered by his options until the

date of issuance of a stock certificate to him for such shares. During the life of the optionee, the option is
exercisable only by him. No option is exercisable more than 15 days after termination of employment, or (if
termination is due to the death of an optionee) more than six months after the appointment and
qualification of an executor or administrator of the deceased optionee’s estate or 12 months after the
death of the optionee, whichever occurs earlier.

The following table sets forth certain information concerning stock option grants to the named

executive officers during the fiscal year ended June 30, 1999.

Option Grants in Last Fiscal Year

Number of Percent of Total
Securities Options
Underlying Granted
Options to Employees Exercise Grant Date
Granted in Fiscal Year Price Expiration Value
Name # @) (%) ($/Share) Date ® 2
Arthur F. Weinbach. .. ........... ... 160,000 1.5% $33.96 8/13/08  $1,377,427
Gary C.Butler .................... — — $ — — —
Russell P. Fradin .. ................. — — $ — — —
Richard J. Daly.................... 57,200 0.5% $38.11  10/29/08 $ 541,190
John Hogan ...................... 57,200 0.5% $38.11  10/29/08 $ 541,190
(1) All options were granted pursuant to the 1990 Plan. The options were granted at an exercise price

)

ADP ANNUAL NOTICE & PROXY STATEMENT 1999
Merrill/New York (212) 229-6500

equal to the fair market value of the Company’s Common Stock on the date of grant. The options
were granted for terms of ten years, and vest during periods from four to six years subsequent to the
date of grant.

The grant date values were calculated on the basis of the Black-Scholes option pricing model. Options
were assumed to be exercised 6.3 years after the date of grant, based on historical experience. A
risk-free interest rate of 5.47%, stock price volatility of 19.66% and a dividend yield of 1% was used in
the calculation of the option grants to Mr. Weinbach. A risk-free interest rate of 4.52%, stock price
volatility of 21.75% and a dividend yield of 1% was used in the calculation for the option grants to
Messrs. Daly and Hogan. A discount factor of 3% was applied to the calculated value to reflect the
risk of forfeiture during the option term. The actual value of the options will depend on the market
value of the Company’s Common Stock on the dates the options are exercised. No realization of value
from the options is possible without an increase in the price of the Company’s Common Stock, which
would benefit all stockholders commensurately.
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Aggregated Option Exercises
For Fiscal Year Ended June 30, 1999
And Option Values As Of June 30, 1999

The following table sets forth certain information concerning option exercises during the last fiscal
year by the named executive officers and unexercised options held by such officers at the end of the last
fiscal year.

Number of Securities Value of Unexercised
Underlying Unexercised In-the-Money Options
Shares Acquired Optlons( ;t) 6/30/99 at 6(/;)0/99
On Exercise  Value Realized

Name (#) [€)) Exercisable Unexercisable Exercisable Unexercisable
Arthur E Weinbach ... ... 190,000 $6,968,963 554,000 676,000 $18,867,000 $13,613,000
Gary C. Butler ......... 140,000 $4,522,375 240,000 260,000 $ 7,370,000 $ 4,478,000
Russell P. Fradin ........ 100,000 240,000 $ 2,067,000 $ 4,612,000
Richard J. Daly . . ... .... 237,000 243,000 $ 6,859,000 $ 4,560,000
John Hogan ........... 256,000 215,200 $ 7,245,000 $ 4,032,000

Defined Benefit Plans

The following table shows the estimated annual retirement benefits payable under the Company’s
retirement program, consisting of the Retirement Capital Accumulation Plan (the “Pension Plan”) and the
Supplemental Officers’ Retirement Plan (the “Supplemental Retirement Plan™), to persons in specified
average compensation and credited service classifications, assuming retirement at age 65.

5¥e aFrig?/L rage Years of Credited Service at Retirement
Compensation 10 15 20 25 30
$ 400,000 $ 67,000 $103,000 $123,000 $137,000 $158,000
500,000 82,000 126,000 148,000 162,000 183,000
600,000 97,000 148,000 173,000 187,000 208,000
700,000 112,000 171,000 198,000 212,000 233,000
800,000 127,000 193,000 223,000 237,000 258,000
900,000 142,000 216,000 248,000 262,000 283,000
1,000,000 157,000 238,000 273,000 287,000 308,000

Compensation covered by the Pension Plan is limited to January 1 base salary up to the current
compensation limit in effect for the plan year. Compensation covered under the Supplemental Retirement
Plan includes cash compensation and compensation from restricted stock vesting during the year. Benefits
under the Supplemental Retirement Plan are subject to reduction for social security, Pension Plan and
401(k) benefits.

Messrs. Weinbach, Butler, Fradin, Daly and Hogan have, in the aggregate, 18, 23, 1, 9 and 5 years of
credited service, respectively, under the Pension Plan and 10, 10, 2, 5 and 4 years of credited service,
respectively, under the Supplemental Retirement Plan. In addition, unless his employment is terminated
for cause, Mr. Weinbach will receive the maximum benefits available under the Supplemental Retirement
Plan.

Employment Agreement

Arthur FE. Weinbach entered into an employment agreement with the Company as of August 1, 1996,
the day Mr. Weinbach became Chief Executive Officer of the Company. The agreement has successive
one-year terms unless terminated by the Company or Mr. Weinbach prior to June 1 of any year.
Mr. Weinbach’s annual base salary is to be no less than $580,000, and his annual target bonus is to be no
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less than $290,000. The agreement provides that Mr. Weinbach is to be granted restricted stock awards for
a number of shares so that restrictions will lapse in each fiscal year of the Company on shares with a
market value on the date of the award of at least $500,000. If the Company terminates Mr. Weinbach’s
employment without cause, then he is entitled to receive his base salary for 18 months and continue to vest
in his restricted stock awards and stock options. If Mr. Weinbach’s employment is terminated following a
change-in-control of the Company, he will receive a termination payment equal to a percentage, ranging
from 300% if such termination occurs within two years of such change-in-control to 100% if it occurs after
the third year, of his annual base salary and his average annual bonus for the prior two years. In addition,
all of his stock options will become fully vested and all of his restricted stock having restrictions lapsing
within three years after such termination shall have such restrictions automatically removed.

Mr. Butler has entered into an agreement with the Company that provides that if his employment is
terminated following a change-in-control of the Company, he will receive a termination payment equal to a
percentage, ranging from 200% if such termination occurs within two years of such change-in-control to
100% if it occurs after the third year, of his annual base salary and his average annual bonus for the prior
two years. In addition, all of his stock options will become fully vested and all of his restricted stock having
restrictions lapsing within three years after such termination shall have such restrictions automatically
removed.

Certain Transactions

Harvey M. Krueger, a director of the Company, is Vice Chairman of Lehman Brothers, which
provided various investment banking and brokerage services to the Company in the past fiscal year.

Compensation Committee Interlocks and Insider Participation in Compensation Decisions

The Compensation Committee of the Board of Directors is composed of three outside directors:
Messrs. Heilmeier, Malek and Tisch.

COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

The Compensation Committee of the Board of Directors (the “Committee”) is responsible for setting,
on behalf of the Board of Directors, the base salaries and the total compensation levels of the Chairman
and Chief Executive Officer, the President and Chief Operating Officer and the Group Presidents of the
Employer Services, Brokerage Services and Dealer Services businesses, as well as a structure for other key
executives of the Company. The Committee grants all stock options and reviews all recommendations for
grants of restricted stock to these and other key executives.

Compensation Policies

The Company’s executive compensation policies for fiscal 1999, which were reviewed by the Commit-
tee, were designed to emphasize both competitive and variable compensation, with direct linkages to
business objectives and exceptional performance.

The primary components of the compensation package for key executives for fiscal 1999 were base
salary, bonus, restricted stock and stock options. The Company and the Committee have always believed
that stock ownership in the form of restricted stock and longer-term stock option vesting is vital in linking
management to stockholder interests. The Company sets its salary and bonus targets (i.e. direct cash
compensation) at the median of market range levels of comparable sized companies in the S&P 500. The
Company’s executives may derive more from stock option price appreciation as a percent of total
compensation.
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Annual Compensation

Total annual compensation consists of base salary, cash bonus and yearly vesting of restricted stock.
The base salaries for executives for fiscal 1999 were determined based upon the job grade of the position,
the salary range of the job grade and the performance of the executive.

Key executives earned cash bonuses in fiscal 1999 based upon individual annual accomplishments
versus individual pre-established goals that included business growth and increased profitability. Perform-
ance goals also included quality/service, product development, organization development and leadership.

Long-Term Compensation

Long-term compensation is comprised of future restricted stock and the expected value of stock
options. The Company has from time to time sold shares of restricted stock to executive officers and other
key employees, at par value, in recognition of their individual levels of relative responsibility and
prospective contributions to the business. Company-imposed restrictions on transfer or pledge of the
restricted stock generally lapse over the ensuing five years, and are subject to continued employment. The
restricted stock plan is designed to encourage stock ownership, longevity, and long-term performance.

Stock options are granted to executive officers and other key employees in amounts based upon their
job grade and individual performance. Stock options are granted at fair market value as of the date of
grant, and have a term of up to ten years. Stock options provide incentive for the creation of stockholder
value over the long-term, and also significantly aid in executive recruiting and retention.

Restricted stock and stock option grants were made to individual key executives during fiscal 1999 on
a basis consistent with the above guidelines.

Benefits

The Company provided certain supplemental benefits to key executives during fiscal 1999 to ensure
that it could compete effectively for executive talent. These supplemental benefits included additional
company paid life insurance and certain additional retirement benefits described in the “Defined Benefit
Plans” section of this Proxy Statement.

CEO Compensation

The Committee meets annually without the Chief Executive Officer present to evaluate his perform-
ance and to determine his compensation.

In fiscal 1999, the Company achieved its 152" consecutive quarter and 38" consecutive year of
double-digit earnings per share growth. Based on those results, the satisfaction of other specific perform-
ance objectives and the terms of his employment agreement, Mr. Weinbach received a base salary of
$658,750 and a bonus of $485,000 during fiscal 1999. Such compensation is at the median base salary and
bonus compensation of chief executive officers at companies in the S&P 500 with annual revenues between
$3 and $8 billion, as surveyed by the Company.

The incentives provided to the Chief Executive Officer are provided in the form of restricted stock
and stock options. This ensures that the Chief Executive Officer and the Company’s stockholders have a
commonality of purpose in enhancing stockholder value. The Committee has granted Mr. Weinbach,
during the last five years, stock options totaling 740,000 shares and the opportunity to purchase 48,800
shares of restricted stock.

Compensation Committee
of the Board of Directors

Frederic V. Malek, Chairman
George H. Heilmeier
Laurence A. Tisch
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PERFORMANCE GRAPH

The following graph compares the cumulative return on the Common Stock of the Company for the
most recent five years with the cumulative total return on the S&P 500 Index and a Peer Group Index*
comprised of direct competitors of the Company over the same period, assuming an initial investment of
$100 on June 30, 1994, with all dividends reinvested.
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*  The Peer Group Index is comprised of the following companies:

Affiliated Computer Services, Inc.  First Data Corporation PMT Services, Inc.
The BISYS Group, Inc. Fiserv, Inc. The Profit Recovery Group
Ceridian Corp. Health Management Systems, Inc International, Inc.
Computer Sciences Corporation Health Systems Design SEI Investments Company
Concord EFS, Inc. Corporation Shared Medical Systems
Deluxe Corporation HPR Inc. Corporation
DST Systems, Inc. National Data Corporation SPS Transaction Services, Inc.
Electronic Data Systems National Processing, Inc. SunGard Data Systems Inc.
Corporation NOVA Corporation Total System Services, Inc.

ENVOY Corporation Paychex, Inc. Ultradata Corporation
Equifax Inc. Per-Se Technologies, Inc.

PROPOSAL 2

APPROVAL OF THE 2000 KEY EMPLOYEES’ STOCK OPTION PLAN

On August 10, 1999, the Board of Directors approved the adoption of a new key employees’ stock
option plan, to be designated the 2000 Key Employees’ Stock Option Plan (the “2000 Plan), which plan
became effective on such date subject to stockholder approval at this meeting. The Company is seeking
stockholder approval in order to satisfy the requirements for performance-based compensation under
Section 162(m) of the Internal Revenue Code of 1986, as amended (the “Code”), the requirements under
Section 422 of the Code with respect to incentive stock options (“ISOs”) to the extent ISOs are granted
under the Plan, and the listing requirements of New York Stock Exchange. The purpose of the 2000 Plan
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is to enable the Company to continue to secure the benefits of the additional incentive inherent in
ownership of Common Stock by those key employees who are important to the success and growth of the
business of the Company and its subsidiaries. As of the date of this Proxy Statement, 8,043 of the
Company’s approximately 37,000 employees held options granted under the Company’s previously adopted
Option Plans.

The principal features of the 2000 Plan are summarized below, but such summary is qualified in its
entirety by reference to the terms of the 2000 Plan, a copy of which is filed with the Securities and
Exchange Commission.

Shares Subject to the 2000 Plan

The 2000 Plan provides for the availability of an aggregate of 14,750,000 shares of the Company’s
Common Stock, subject to adjustment in accordance with the 2000 Plan, for issuance to eligible employees
upon the exercise of options granted under the 2000 Plan, provided that the maximum number of shares of
Common Stock with respect to which options may be granted to any person in any of the Company’s fiscal
years shall not exceed 500,000. Options granted under the 2000 Plan may be either ISOs under Section 422
of the Code or non-qualified stock options. As of September 10, 1999, under the 1981 Plan and the 1990
Plan, the Company had a total of 47,504,095 shares subject to outstanding stock option grants or available
and authorized for issuance upon the grant of new options, which when combined with the 14,750,000
shares of common stock to be authorized under the 2000 Plan, will equal slightly less than 10% of the
aggregate number shares of Common Stock outstanding.

Each option granted pursuant to the 2000 Plan shall be in writing and shall have such form terms and
conditions not inconsistent with the provisions of the 2000 Plan as the Stock Option Committee (as defined
below) shall provide.

Exercise Price

The exercise price under the options shall not be less than the fair market value (as defined in the
2000 Plan) of the Company’s Common Stock on the date the option is granted. As of September 10, 1999,
the fair market value of the Company’s Common Stock was $42.4688.

Eligible Employees

Options may be granted to any key employee of the Company or any of its subsidiaries. There are
approximately 8,000 employees eligible to be granted options under the 2000 Plan. Employees who are
also officers or directors of the Company or its subsidiaries shall not, by reason of holding such offices, be
ineligible to receive options. However, any person who would own, directly or indirectly, at the time the
option is granted to him, more than 10% of the total combined voting power of all classes of stock of the
Company or any of its subsidiaries (a “10% owner”) shall only be eligible to receive any incentive stock
options under the 2000 Plan if the option satisfies the requirements of Section 422(c)(5) of the Code.

Rights as a Stockholder and Assignability

An optionee will have no rights as a stockholder with respect to any shares covered by his options until
the date of issuance of a stock certificate to the optionee for such shares. During the life of the optionee,
the option is exercisable only by the optionee.

Duration of Options

Options granted under the 2000 Plan shall become exercisable as the Stock Option Committee in its
discretion may provide upon the granting thereof. Except as otherwise provided in the applicable award
agreement, the unexercised portion of any option granted under the 2000 Plan shall automatically
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terminate and expire on the earliest to occur of (i) ten years (or, in the case of an ISO, five years with
respect to a 10% owner) from the date of grant, (ii) 15 days after termination of employment (or such
longer period as the Stock Option Committee may provide in the event of the optionee’s permanent and
total disability), (iii) if termination is due to the death of an optionee during employment or during the
period following termination of employment referred to in clause (ii), six months after the appointment
and qualification of an executor or administrator of the deceased optionee’s estate or twelve (12) months
after the death of the optionee, whichever occurs earlier, or (iv) at such earlier time upon the occurrence
of such earlier events as the Stock Option Committee may provide upon granting of such option.

Administration of the 2000 Plan

Except to the extent required in order to qualify for exemptive relief under Rule 16b-3 or its successor
provision under the Securities Exchange Act of 1934, as amended, or to satisfy the requirements for
performance based compensation under Section 162(m) of the Code, in which case the Board of Directors
of the Company (or a committee appointed by the Board of Directors which satisfies the requirements of
such provisions) shall administer the 2000 Plan, the 2000 Plan shall be administered by a Stock Option
Committee (the “Stock Option Committee™) to be appointed by the Board of Directors of the Company,
which Committee may include members of the Board of Directors and employees of the Company who are
not members of the Board of Directors. The Stock Option Committee shall have the authority to
determine the employees to whom options will be granted, whether the options granted shall be incentive
stock options or non-qualified stock options, the number of shares that may be purchased under each
option, the dates options become exercisable and the option price, except that the option price of each
share of Common Stock purchasable under any stock option shall not be less than 100% of the fair market
value thereof at the time the option is granted. The exercise price for all stock options under the 2000 Plan
can be paid for in cash or with shares of the Company’s Common Stock or by delivering to the Stock
Option Committee a copy of irrevocable instructions to a stock broker to deliver promptly to the Company
any amount of loan proceeds, or proceeds of the sale of the shares subject to the option, sufficient to pay
the exercise price. The Stock Option Committee shall interpret and generally administer the 2000 Plan.
Options may be granted under the 2000 Plan at any time prior to August 10, 2011, on which date the 2000
Plan will expire, except as to options then outstanding under the 2000 Plan. The 2000 Plan may be
amended or terminated at any time by the Board of Directors without stockholder action, provided that
any such amendment is in compliance with all applicable laws and the rules of the New York Stock
Exchange and other exchanges upon which the shares of the Company are listed. No termination,
modification or amendment of the 2000 Plan or any outstanding agreements which may adversely affect
the rights of any optionee may be made without the consent of the optionee. Provisions are made in the
2000 Plan for appropriate adjustments in the event of changes in the Company’s outstanding Common
Stock by reason or merger, stock splits or similar events. The 2000 Plan also provides that the Stock Option
Committee may, in its sole discretion, establish procedures whereby optionees may elect to defer the
receipt of shares upon the exercise of an option for a specified time or until the occurrence of a specified
event.

Incentive Stock Options

The 2000 Plan permits the Company to grant ISOs and contains specific provisions applicable thereto.
However, the Company anticipates that all of its grants of stock options will be non-qualified, rather than
ISOs, under the present tax laws.

Non-Qualified Stock Options

The Stock Option Committee may grant non-qualified stock options under the 2000 Plan. The Stock
Option Committee is given the authority to determine the price at which non-qualified stock options may
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be granted, which will be no less than the fair market value of the Company’s Common Stock on the day
the option is granted.

Federal Income Tax Consequences Relating to Options

The following summary of the Federal Income tax consequences of the grant and exercise of non-
qualified and incentive stock options awarded under the 2000 Plan, and the disposition of shares of
Common Stock purchased pursuant to the exercise of such stock options, is intended to reflect the current
provisions of the Code and the regulations thereunder. This summary is not intended to be a complete
statement of applicable law, nor does it address foreign, state or local tax considerations.

No income will be realized by an optionee upon grant of a non-qualified stock option. Upon exercise
of a non-qualified stock option, the optionee will recognize ordinary compensation income in an amount
equal to the excess, if any, of the fair market value of the underlying stock over the option exercise price
(the “Spread”) at the time of exercise. The Spread will be deductible by the Company for federal income
tax purposes subject to the possible limitations on deductibility under sections 280G and 162(m) of the
Code for compensation paid to executives designated in those sections. The optionee’s tax basis in the
underlying shares acquired by exercise of a non-qualified stock option will equal the exercise price plus the
amount taxable as compensation to the optionee. Upon sale of the shares received by the optionee upon
exercise of the non-qualified stock option, any gain or loss is generally long-term or short-term capital gain
or loss, depending on the holding period. The optionee’s holding period for shares acquired pursuant to
the exercise of a non-qualified stock option will begin on the date of exercise of such option.

Pursuant to currently applicable rules under section 16(b) of the Exchange Act, the grant of an option
(and not its exercise) to a person who is subject to the reporting and short-swing profit provisions under
section 16 of the Exchange Act (a “Section 16 Person”) begins the six-month period of potential short-
swing liability. The taxable event for the exercise of an option that has been outstanding at least six months
ordinarily will be the date of exercise. If an option is exercised by a Section 16 Person within six months
after the date of grant, however, taxation ordinarily will be deferred until the date which is six months after
the date of grant, unless the person has filed a timely election pursuant to section 83(b) of the Code to be
taxed on the date of exercise. However, the six month period of potential short-swing liability may be
eliminated if the option grant (i) is approved in advance by the Company’s Board of Directors (or a
committee composed solely of two or more non-employee directors) or (ii) approved in advance, or
subsequently ratified by the Company’s shareholders no later than the next annual meeting of sharehold-
ers. Consequently, the taxable event for the exercise of an option that satisfies either of the conditions
described in clauses (i) or (ii) above will be the date of exercise.

The payment by an optionee of the exercise price, in full or in part, with previously acquired shares of
Common Stock will not affect the tax treatment of the exercise described above. No gain or loss generally
will be recognized by the optionee upon the surrender of the previously acquired shares to the Company,
and shares received by the optionee, equal in number to the previously surrendered shares, will have the
same tax basis as the shares surrendered to the Company and will have a holding period that includes the
holding period of the shares surrendered. The value of shares of Common Stock received by the optionee
in excess of the number of shares surrendered to the Company will be taxable to the optionee. Such
additional shares will have a tax basis equal to the fair market value of such additional shares as of the date
ordinary income is recognized, and will have a holding period that begins on the date ordinary income is
recognized.

The Code requires that, for ISO treatment, shares of Common Stock acquired through exercise of an
ISO cannot be disposed of before two years from the date of grant and one year from the date of exercise.
ISO holders will generally incur no federal income tax liability at the time of grant or upon exercise of such
options. However, the Spread will be an “item of tax preference” which may give rise to “alternative
minimum tax” liability at the time of exercise. If the optionee does not dispose of the shares before two
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years from the date of grant and one year from the date of exercise, the difference between the exercise
price and the amount realized upon disposition of the shares will constitute long-term capital gain or loss,
as the case may be. Assuming both the holding periods are satisfied, no deduction will be allowable to the
Company for federal income tax purposes in connection with the grant or exercise of the option. If, within
two years of the date of grant or within one year from the date of exercise, the holder of shares acquired
through the exercise of an ISO disposes of such shares, the optionee will generally realize ordinary taxable
compensation at the time of such disposition equal to the difference between the exercise price and the
lesser of the fair market value of the stock on the date of initial exercise or the amount realized on the
subsequent disposition, and such amount will generally be deductible by the Company for federal income
tax purposes, subject to the possible limitations on deductibility under section 280G and 162(m) of the
Code for compensation paid to executives designated in those sections.

The 2000 Plan must be approved by the affirmative vote of the holders of a majority of the shares cast
in order to be adopted.

THE BOARD OF DIRECTORS RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR THE
APPROVAL OF THE 2000 KEY EMPLOYEES’ STOCK OPTION PLAN AND THE AUTHORITY TO
ISSUE 14,750,000 SHARES OF COMMON STOCK THEREUNDER.

PROPOSAL 3
APPOINTMENT OF AUDITORS

At the Annual Meeting of Stockholders, the stockholders will vote on the ratification of the
appointment of Deloitte & Touche LLP, certified public accountants, as independent auditors to audit the
accounts of the Company and its subsidiaries for the fiscal year begun July 1, 1999. A representative of
Deloitte & Touche LLP will be present at the Annual Meeting of Stockholders and will have an
opportunity to make a statement if he desires. He will be available to answer appropriate questions.

THE BOARD OF DIRECTORS RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR THE
RATIFICATION OF THE APPOINTMENT OF THE AUDITORS.

OTHER MATTERS

So far as the Board of Directors is aware, only the aforementioned matters will be acted upon at the
meeting. If any other matters properly come before the meeting, the accompanying proxy may be voted on
such other matters in accordance with the best judgment of the person or persons voting said proxy.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

During the fiscal year ended June 30, 1999, no directors or officers submitted late filings under
Section 16(a) of the Exchange Act.

STOCKHOLDER PROPOSALS

Stockholder proposals intended to be presented at the 2000 Annual Meeting must be received by the
Company for inclusion in the 2000 Proxy Statement no later than May 24, 2000.

ANNUAL REPORT

The Company’s Annual Report for the fiscal year ended June 30, 1999, which is not a part of the proxy
soliciting material, is being mailed to the Company’s stockholders together with this Proxy Statement.

For the Board of Directors

James B. Benson

Secretary
Roseland, New Jersey
September 21, 1999
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