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Part I. FINANCIAL INFORMATION
Item 1. Financial Statements.

Automatic Data Processing, Inc. and Subsidiaries
Statements of Consolidated Earnings
(In millions, except per share amounts)

(Unaudited)
Three Months Ende Six Months Ende:
December 31 December 31
2011 2010 2011 2010

REVENUES:
Revenues, other than interest on fu

held for clients and PEO revent $ 2,054.( $ 1,921.( $ 4,056.7 $ 3,684.¢
Interest on funds held for clier 117.¢ 129.( 239.¢ 255.¢
PEO revenues (A) 411.1 355.7 809.( 694.¢
TOTAL REVENUES 2,583.( 2,405." 5,105.! 4,635..
EXPENSES
Costs of revenue:

Operating expenst 1,307.% 1,173.¢ 2,600.: 2,290.¢

Systems development and programming ¢ 149.1 142.1 298.¢ 277.C

Depreciation and amortization 63.1 64.€ 126.¢ 124.¢

TOTAL COSTS OF REVENUE. 1,519.¢ 1,380.! 3,026.( 2,692.:
Selling, general and administrative exper 577.5 570.1 1,166. 1,085.°
Interest expense 2.1 2.8 4.2 5.€
TOTAL EXPENSES 2,099.! 1,953.: 4,196.¢ 3,783.!
Other income, net (96.2) (32.7) (130.9 (69.9)
EARNINGS BEFORE INCOME TAXES 579.% 484.¢ 1,039.( 921.(
Provision for income taxes 204.7 174.F 361.: 332.
NET EARNINGS $ 375.C $ 3101 $ 677.1 $ 588.€
BASIC EARNINGS PER SHARE $ 0.77 $ 0.6 $ 1.3¢ $ 1.2C
DILUTED EARNINGS PER SHARE $ 0.7¢ $ 0.6z $ 1.3t $ 1.1¢
Basic weighted average shares outstanding 486.7 492.( 487.: 491.7
Diluted weighted average shares outstanding 492.. 496.¢ 492.¢ 495.¢
Dividends declared per common share $ 0.395( $ 0.360( $ 0.755( $ 0.700(

(A) Professional Employer Organization (“PEO”) eaues are net of direct pass-through costs, pilyrarnsisting of payroll wages and
payroll taxes, of $4,810.4 and $4,231.3 for theé¢hmonths ended December 31, 2011 and 2010, reshgcand $8,745.7 and $7,582.7 for
the six months ended December 31, 2011 and 204j0ecévely.

See notes to the consolidated financial statements.




Assets

Current asset:
Cash and cash equivale
Shor-term marketable securitit
Accounts receivable, n
Other current asse
Assets held for sale

Automatic Data Processing, Inc. and Subsidiaries
Consolidated Balance Sheets
(In millions, except per share amounts)
(Unaudited)

Total current assets before funds held for cli

Funds held for clients
Total current asse
Long-term marketable securitit
Long-term receivables, ni
Property, plant and equipment, |
Other asset
Goodwill
Intangible assets, net

Total assets

Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl

Accrued expenses and other current liabili
Accrued payroll and payr-related expense

Dividends payabl
Shor-term deferred revenu
Income taxes payable

Total current liabilities before client funds oldtipns

Client funds obligations
Total current liabilities
Long-term debi
Other liabilities
Deferred income taxe
Long-term deferred revenues

Total liabilities

Stockholders' equity

Preferred stock, $1.00 par vall
Authorized, 0.3 shares; issued, n

Common stock, $0.10 par valt
Authorized, 1,000.0 shares; issued 6:

shares at December 31, 2011 and June 30,
outstanding, 489.1 and 490.8 shares at DeceBihe011

and June 30, 2011, respectiv
Capital in excess of par vall
Retained earning

Treasury stocl- at cost: 149.6 and 147.9 sha
at December 31, 2011 and June 30, 2011, resphc
Accumulated other comprehensive income

Total stockholders’ equity
Total liabilities and stockholders’ equity

See notes to the consolidated financial statements.

December 3! June 30
2011 2011
$ 1,331 $ 1,389..
23.¢ 36.2
1,353.¢ 1,364.¢
659.4 648.c
9.1 9.1
3,377.¢ 3,447 .¢
23,349.! 25,135.¢
26,727.. 28,583.!
98.7 98.C
125.2 128.7
707.¢ 716.2
964.( 922.¢
3,130.( 3,073.¢
731.F 715.7
$ 32,484.: $ 34,238.:
$ 137.2  $ 153.2
963.( 930.4
447 £ 558.¢
189.2 174.2
325.c 350.¢
45.1 28.€
2,107.: 2,195.°
22,690.. 24,591.:
24,797 26,786.¢
25.5 34.2
605.2 556.2
409.2 373
464.£ 477 .2
26,302.( 28,227
63.€ 63.€
479.2 489.k
12,112.¢ 11,803.¢
(6,812.9) (6,714.0
339.F 367.1
6,182.¢ 6,010.¢
$ 32,484.: $ 34,238.:




Automatic Data Processing, Inc. and Subsidiaries
Statements of Consolidated Cash Flows
(In millions)
(Unaudited)

Cash Flows from Operating Activitie
Net earning:
Adjustments to reconcile net earnings to cash flpmesided by
operating activities
Depreciation and amortizatis
Deferred income tax¢
Stocl-based compensation expel
Net pension expen:
Net realized gain from the sales of marketableurities
Net amortization of premiums and accretionis€dunts on availab-for-sale securitie
Impairment losses on availa-for-sale securitie
Impairment losses on assets held for
Gain on sale of asse
Gains on sales of buildin
Other
Changes in operating assets and liabilities, neffetts from acquisition
and divestitures of business
Decrease in accounts receive
Increase in other ass:
Decrease in accounts paya
Increase/(decrease) in accrued expenses aedliatbilities

Net cash flows provided by operating activit

Cash Flows from Investing Activitie

Purchases of corporate and client funds marketsuaarities

Proceeds from the sales and maturities of corparadeclient funds marketable securi

Net decrease/(increase) in restricted cash andezpshalents held to satisfy client funds obligasi
Capital expenditure

Additions to intangible:

Acquisitions of businesses, net of cash acqt

Proceeds from the sale of property, plant and eqeipt and other asse

Other

Net cash flows provided by (used in) investing\atiés

Cash Flows from Financing Activitie

Net (decrease)/increase in client funds obligat

Payments of det

Repurchases of common stc

Proceeds from stock purchase plan and exercisgeak option:
Dividends paid

Net cash flows (used in) provided by financing\atigs

Effect of exchange rate changes on cash and casvasnts

Net change in cash and cash equival

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

See notes to the consolidated financial statements.

Six Months Ende
December 31

2011 2010
6771 $ 588.¢
158.¢ 158.2

7.2 17.2
45.7 36.7
18.2 20.2

(12.2) (15.4)
27.2 27.1
5.8 :

- 8.€

(66.0) -

- (1.8)

1.2 33.€

2.4 73.:
(123.9) (79.4)
(16.2) (58.7)
21.C (160.9)
747 ¢ 647.c
(2,233.) (2,567.)
2,031 1,559.2
1,997.¢ (4,444.5)
(66.€) (80.7)
(51.4) (35.€)
(176.9) (588.5)
66.C 13.1
0.2 6.9
1,568.. (6,138.)
(1,805.7) 5,444
(1.0) (4.7)
(297.9) (102.1)
118.2 128.¢
(353.9) (335.6)
(2,339.9) 5,130.¢
(34.9) 22.¢
(58.1) (337.6)
1,389.- 1,643.
1,331 $ 1,305




Automatic Data Processing, Inc. and Subsidiaries
Notes to the Consolidated Financial Statements
(Tabular dollars in millions, except per share ants)
(Unaudited)

Note 1. Basis of Presentation

The accompanying Consolidated Financial Statemrerdgootnotes thereto of Automatic Data Procesdimg,and subsidiaries (“ADR3r the
“Company”) have been prepared in accordance witbwaating principles generally accepted in the UWhiBtates of America (“U.S.

GAAP”). The Consolidated Financial Statements famdnotes thereto are unaudited. In the opiniothefCompany’s management, the
Consolidated Financial Statements reflect all adyesits, which are of a normal recurring naturet, éina necessary for a fair statement of the
Company’s results for the interim periods.

The preparation of financial statements in confoymiith U.S. GAAP requires management to make estand assumptions that affect the
assets, liabilities, revenue, costs, expenses @ndrallated other comprehensive income that aretespin the Consolidated Financial
Statements and footnotes thereto. Actual resuatg differ from those estimates.

Interim financial results are not necessarily iatiie of financial results for a full year. Thdarmation included in this Quarterly Report on
Form 10-Q should be read in conjunction with thenpany’s Annual Report on Form 10-K for the yeareshdune 30, 2011 (“fiscal 2011").

Note 2. New Accounting Pronouncements

In April 2011, the Financial Accounting Standardsal (“FASB”) issued Accounting Standards UpdaeSt”) 2011-03, “Transfers and
Servicing (Topic 860): Reconsideration of Effectt@entrol for Repurchase Agreements.” ASU 2011é8ses the criteria for assessing
effective control for repurchase agreements andrafreements that both entitle and obligate &feaor to repurchase or redeem financial
assets before their maturity. The determinatiowloéther the transfer of a financial asset subjeettepurchase agreement is a sale is based,
in part, on whether the entity maintains effecttemtrol over the financial asset. ASU 2011-03 reesofrom the assessment of effective
control: the criterion requiring the transferorhtave the ability to repurchase or redeem the filgasset on substantially the agreed terms,
even in the event of default by the transferee,thadelated requirement to demonstrate that #resteror possesses adequate collateral to
fund substantially all the cost of purchasing reptaent financial assets. ASU 2011-03 is effedtivahe first interim or annual period
beginning on or after December 15, 2011. The adopif ASU 2011-03 will not have an impact on ther@any’s consolidated results of
operations, financial condition, or cash flows.

In May 2011, the FASB issued ASU 2011-04, “Fairi¥aMeasurement (Topic 820): Amendments to Achiemea@on Fair Value
Measurement and Disclosure Requirements in U.S. BAAd IFRSs.” ASU 2011-04 requires expansion ofitkelosures required for “level
3” measurements and provides updates to the existdasurement guidance. ASU 2011-04 is effectivéigcal years and interim periods
beginning after December 15, 2011. The adoptioASi) 2011-04 will not have an impact on the Comparggnsolidated results of
operations, financial condition, or cash flows.




In June 2011, the FASB issued ASU 2011-05, “Comgmsive Income (Topic 220): Presentation of Comprsive Income.” ASU 2011-05
requires entities to present net income and othepcehensive income in either a single continudaiement or in two separate, but
consecutive, statements of net income and otheprmensive income. ASU 2011-05 is effective fecdil years beginning after December
15, 2011. The adoption of ASU 2011-05 will not haveimpact on the Company’s consolidated resultspefations, financial condition, or
cash flows.

In September 2011, the FASB issued ASU 2011-08afigibles—Goodwill and Other (Topic 350): Testingd@will for Impairment”. ASU
2011-08 amends the guidance in ASC 350-20 on tegtiodwill for impairment. ASU 2011-08 permits emtity to first perform a qualitative
assessment to determine whether it is more likedy ot that the fair value of a reporting unieiss than its carrying value. If it is concluded
that the fair value of a reporting unit is lessrtlits carrying value based upon the qualitativesssent, it is necessary to perform the
currently prescribed two-step goodwill impairmesdtt ASU 2011-08 does not change how goodwilaisutated or assigned to reporting
units, nor does it revise the requirement to tesdgvill annually for impairment. ASU 2011-08 idegftive for annual and interim goodwiill
impairment tests performed for fiscal years begigrafter December 15, 2011 and early adoptionriijpied. The adoption of ASU 2011-08
will not have an impact on the Company’s consoédatsults of operations, financial condition, aslt flows.

Note 3. Earnings per Share (“EPS")

Effect of Effect of
Employee Employee
Stock Restrictec
Option Stock
Basic Shares Shares Diluted

Three months ended December
2011
Net earning: $ 375.( $ 375.(
Weighted average shares (in milliol 486.7 4.1 1.€ 492.¢
EPS $ 0.77 $ 0.7¢€
2010
Net earnings $ 310.1 $ 310.1
Weighted average shares (in milliol 492.( 3.6 1.3 496.¢
EPS $ 0.6 $ 0.6
Six months ended December .
2011
Net earning: $ 677.% $ 677.7
Weighted average shares (in milliol 487.: 4.C 1.t 492.¢
EPS $ 1.3¢ $ 1.3¢
2010
Net earning: $ 588.€ $ 588.¢
Weighted average shares (in milliol 491.7 2.8 1.3 495.¢
EPS $ 1.2C $ 1.1¢




Options to purchase 0.6 million and 3.7 millionsaof common stock for the three months ended mbee 31, 2011 and 2010, respectiv
and 8.0 million shares of common stock for thensonths ended December 31, 2010, were excludedtfrernalculation of diluted earnings
per share because their exercise prices exceededé¢hage market price of outstanding common sliargise respective periods.

Note 4. Other Income, net

Three Months Ende Six Months Ende:
December 31 December 31

2011 2010 2011 2010
Interest income on corporate fur $ 27.2) $ 279 $ (56.§) $ (58.7)
Realized gains on availal-for-sale securitie (14.¢) (5.9 (19.7) (17.¢
Realized losses on availa-for-sale securitie 6.€ 1.8 6.8 2.2
Impairment losses on availa-for-sale securitie 5.8 - 5.8 -
Impairment losses on assets held for - - - 8.€
Gain on sale of asse (66.0) - (66.0) -
Gains on sales of building - - - (1.8
Other, net (0.6) (0.6) (1.2) (2.0
Other income, net $ (96.2) $ (32.) $ (130.9) $ (69.9)

Proceeds from sales and maturities of availableséde securities were $2,031.7 million and $1,5%8ion for the six months ended
December 31, 2011 and 2010, respectively.

During the three months ended December 31, 20@1C8mpany sold assets related to rights and oldigato resell a third-party expense
management platform and, as a result, recordethaof§®66.0 million in other income, net, on that®ments of Consolidated Earnings for
three and six months ended December 31, 2011.

At December 31, 2011, the Company concluded thHadtthe intent to sell certain available-for-s#eurities with unrealized losses of $5.8
million. As such, the Company recorded an impaithoharge of $5.8 million in other income, net,tba Statements of Consolidated
Earnings for the three and six months ended DeceB8ihe2011.

During the six months ended December 31, 2010Ctapany reclassified assets related to two buiklagjassets held for sale on the
Consolidated Balance Sheets. Such assets wer@psgvreported in property, plant and equipment, ore the Consolidated Balance
Sheets. As the carrying amount of the assetsfoekhle exceeded their fair value less costsltpthe Company recorded impairment losses
of $8.6 million in other income, net, on the Sta¢erts of Consolidated Earnings for the six monttdedrDecember 31, 2010. These two
buildings remain in assets held for sale on thesBlidated Balance Sheets at December 31, 2011.

During the six months ended December 31, 2010Ctrapany sold two buildings that were previouslssified as assets held for sale on the
Consolidated Balance Sheets and, as a resultdetargain of $1.8 million in other income, nettba Statements of Consolidated Earnings
for the six months ended December 31, 2010.

The Company has an outsourcing agreement with Bidged Financial Solutions, Inc. ("Broadridge") puast to which the Company
provides data center outsourcing services, whigicfally consist of information technology sendcand service delivery network
services. As a result of this agreement, the Compacognized income of $29.4 million and $27.4lionil for the three months ended




December 31, 2011 and 2010, respectively, whichoffast by expenses associated with providing sechices of $28.8 million and $26.8
million, respectively, both of which were recordadther income, net, on the Statements of Conatdil Earnings. The Company recogn
income of $57.9 million and $54.7 million for thix snonths ended December 31, 2011 and 2010, régplyctwhich was offset by expenses
associated with providing such services of $56 lioniand $53.5 million. The Company had receieasbbn the Consolidated Balance Sheets
from Broadridge for the services under this agragrné€$9.1 million and $9.5 million at December 2011 and June 30, 2011, respectively.
In fiscal 2010, Broadridge notified the Companytihaould not extend the outsourcing agreemenbhbelits current expiration date of June
30, 2012. The Company continues to assess thectropaesults of operations, if any, that this vadlve and does not currently anticipate this
will have a material impact.

Note 5. Acquisitions

Assets acquired and liabilities assumed in businesthinations were recorded on the Company’s Cateteld Balance Sheets as of the
respective acquisition dates based upon their attufair values at such dates. The results afaipas of businesses acquired by the
Company have been included in the Statements of@idiated Earnings since their respective datesqéisition. The excess of the
purchase price over the estimated fair valueseiitiderlying assets acquired and liabilities assinees allocated to goodwill. In certain
circumstances, the allocations of the excess paecpace are based upon preliminary estimates ssuhgptions and subject to revision when
the Company receives final information, includimpeaisals and other analyses. Accordingly, thesmesment period for such purchase g
allocations will end when the information or thetfand circumstances becomes available, but wiilerceed twelve months.

The Company acquired five businesses during thensixths ended December 31, 2011 for approxima@33® million, net of cash
acquired. In addition to the cash consideratidated to acquisitions closed during the six momthded December 31, 2011, the Company
accrued certain liabilities which represent thénested fair value of contingent consideration expddo be payable in the event that certain
specific performance metrics are achieved oven#x two years of operations. At December 3112@e Company had not yet finalized
the purchase price allocation for these five adtjois. These acquisitions resulted in approxitya$&56.3 million of goodwill. Intangible
assets acquired, which total approximately $69l0anifor these five acquisitions, included custornentracts and lists, software and
trademarks that are being amortized over a weigitedage life of approximately 12 years. These &igquisitions were not material
individually or in the aggregate to the Compangsults of operations, financial position, or cdskv§.

The Company acquired six businesses during thmsiths ended December 31, 2010 for approximated@ £5million, net of cash

acquired. These acquisitions resulted in approtéim&400.7 million of goodwill. Intangible assetsquired, which totaled approximately
$189.3 million for these six acquisitions, includadtomer contracts and lists, software and tradesrihat are being amortized over a
weighted average life of approximately 11 yearhe Tompany finalized the purchase price allocdtorthese six acquisitions during the six
months ended December 31, 2011 and adjusted thmimary values allocated to certain assets arlliiges in order to reflect final
information received.




Note 6. Corporate Investments and Funds Held for liznts
Corporate investments and funds held for clieni3eatember 31, 2011 and June 30, 2011 were as fllow

December 31, 201

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

Type of issue
Money market securities and other c

equivalents $ 7,654 $ - % - % 7,654.(
Available-for-sale securities

U.S. Treasury and direct obligations

U.S. government agenc 6,539.. 271.¢ (0.7 6,810.¢
Corporate bond 6,249.( 245.¢ (10.9 6,483.¢
Asse-backed securitie 357.¢ 18.¢ - 376.7
Commercial mortga¢-backed securitie 374.¢ 13.4 - 388.(
Municipal bonds 4947 33.4 - 528.1
Canadian government obligations ¢

Canadian government agency obligati 996.t 31.1 (0.7 1,027t
Other securities 1,452." 84.1 (2.0 1,534.¢

Total available-for-sale securities 16,464.. 698.2 (13.7) 17,149..
Total corporate investments and fui
held for clients $ 24,118. $ 698.. $ (13.7) $ 24,803.
June 30, 201
Gross Gross
Amortized Unrealizec Unrealizec
Cost Gains Losses Fair Value

Type of issue
Money market securities and other c

equivalents $ 9,731.¢ $ - 8 - 8 9,731.¢
Available-for-sale securities
U.S. Treasury and direct obligations
U.S. government agenc| 6,558.: 213.C (12.7 6,759.!
Corporate bond 5,908.¢ 234.¢ (16.9 6,126.¢
Asse-backed securitie 422.¢ 25.4 - 447.¢
Commercial mortgage backed securi 476.€ 15.€ - 492.F
Municipal bonds 493.7 23.1 (0.6) 516.2
Canadian government obligations ¢
Canadian government agency obligati 1,082.( 20.¢ .39 1,101t
Other securities 1,415.. 72.4 (3.7 1,483.¢
Total available-for-sale securities 16,356.! 605.5 (34.6) 16,927.!
Total corporate investments and fut
held for clients $ 26,088 $ 605.5 $ (346 $  26,659.

At December 31, 2011, U.S. Treasury and direcialtiibns of U.S. government agencies primarily ideldebt directly issued by Federal
Home Loan Banks, Federal Farm Credit Banks, Fedtoale Loan Mortgage Corporation ("Freddie Mac")Y] &ederal National Mortgage
Association ("Fannie Mae") with fair values of $3397 million, $1,010.2 million, $643.3 million, a$639.0 million, respectively. At
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June 30, 2011, U.S. Treasury and direct obligatmiiJ. S. government agencies primarily includetdgrectly issued by Federal Home
Loan Banks, Federal Farm Credit Banks, Freddie Mad,Fannie Mae with fair values of $3,886.5 milli$914.0 million, $759.1million and
$702.4 million, respectively. U.S. Treasury anedi obligations of U.S. government agencies represenior, unsecured, non-callable debt
that primarily carries a credit rating of AAA, asted by Moody's and AA+, as rated by Standard &Bamnmd has maturities ranging from
January 2012 through December 2021.

At December 31, 2011, asset-backed securitiesdechAA rated senior tranches of securities withdprainately prime collateral of fixed
rate credit card, rate reduction and auto loanivabkes with fair values of $210.2 million, $153rllion and $13.1 million, respectively. At
June 30, 2011, asset-backed securities include fe@d senior tranches of securities with predorelggirime collateral of fixed rate credit
card, rate reduction and auto loan receivables faithvalues of $220.5 million, $196.9 million a80.0 million, respectively. These
securities are collateralized by the cash flowthefunderlying pools of receivables. The primasi associated with these securities is the
collection risk of the underlying receivables. Adllateral on such asset-backed securities hdsrperd as expected through December 31,
2011.

At December 31, 2011, other securities and thaiv&lue primarily represent Canadian provinciahtie of $554.9 million, supranational
bonds of $404.1 million, sovereign bonds of $346ilion, mortgage-backed securities of $143.5 roilthat are guaranteed by Fannie Mae
and Freddie Mac and corporate bonds backed bydtiertl Deposit Insurance Corporation's Temporaguidity Guarantee Program of
$62.5 million. At June 30, 2011, other securities their fair value primarily represent Canadiesvmcial bonds of $494.3 million,
supranational bonds of $360.1 million, sovereigndsoof $328.8 million, mortgage-backed securitie$1al6.5 million that are guaranteed by
Fannie Mae and Freddie Mac and corporate bondsbdnkthe Federal Deposit Insurance Corporatiosfapbrary Liquidity Guarantee
Program of $129.1 million. The Company's mortghgeked securities represent an undivided benebeialership interest in a group or p

of one or more residential mortgages. These dézsidre collateralized by the cash flows of 15ryal 30-year residential mortgages and
are guaranteed by Fannie Mae and Freddie Macths timely payment of principal and interest.

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

December 3! June 30
2011 2011
Corporate investment
Cash and cash equivale $ 1,331 $ 1,389.
Shor-term marketable securitit 23.¢ 36.2
Long-term marketable securities 98.7 98.C
Total corporate investments $ 1,453.¢ $ 1,523."

Funds held for clients represent assets that, hgsend the Company's intent, are restricted foraadely for the purposes of satisfying the
obligations to remit funds relating to the Compangayroll and payroll tax filing services, whiclealassified as client funds obligations on
our Consolidated Balance Sheets.
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Funds held for clients have been invested in tHevitng categories:

December 3! June 30
2011 2011
Funds held for clients
Restricted cash and cash equivalents
to satisfy client funds obligatiol $ 6,322 % 8,342.
Restricted shc-term marketable securities he
to satisfy client funds obligatiol 2,899.! 3,059.¢
Restricted lon-term marketable securities he
to satisfy client funds obligations 14,127.. 13,733..
Total funds held for clients $ 23,349 $ 25,135.

Client funds obligations represent the Companydrectual obligations to remit funds to satisfiyealis' payroll and tax payment obligations
and are recorded on the Consolidated Balance Saetts time that the Company impounds funds frbemts. The client funds obligations
represent liabilities that will be repaid withinegear of the balance sheet date. The Compangepaged client funds obligations as a
current liability on the Consolidated Balance Sheetaling $22,690.2 million and $24,591.1 millias of December 31, 2011 and June 30,
2011, respectively. The Company has classified$ureld for clients as a current asset since thesks are held solely for the purposes of
satisfying the client funds obligations. The Compaas reported the cash flows related to the @seh of corporate and client funds
marketable securities and related to the proceeds the sales and maturities of corporate and tclierds marketable securities on a gross
basis in the investing section of the StatemenGafsolidated Cash Flows. The Company has reptrtedash inflows and outflows related
to client funds investments with original matustief 90 days or less on a net basis within nee®e in restricted cash and cash equivalents
and other restricted assets held to satisfy cfiamds obligations in the investing section of that&ments of Consolidated Cash Flows. The
Company has reported the cash flows related toabk received from and paid on behalf of clients ot basis within net increase in client
funds obligations in the financing section of that8ments of Consolidated Cash Flows.

Approximately 87% of the available-for-sale sedesitheld a AAA or AA rating at December 31, 2014 yated by Moody's, Standard &

Poor's and, for Canadian securities, Dominion BRating Service. All available-for-sale securitieswhich the Company does not have the
intent to sell at December 31, 2011 were ratethasstment grade.
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The unrealized losses and fair values of availéinesale securities that have been in an unrealizesiposition for a period of less than and
greater than 12 months as of December 31, 201 hsdi@lows:

Unrealize( Unrealize(
losse Fair marke losse Fair marke Total gros
value les
less tha thar greater tha  value greate unrealize Total fait
than 1:
12 month 12 month 12 month month: lossee market valu
U.S. Treasury and direct obligations

U.S. government agenci $ 0.2) $ 108.71 $ - % - % 0.2) $ 108.7
Corporate bond (7.0 600.t (3.9 93.2 (10.9 693.¢
Asse-backed securitie - 4.8 - - - 4.8

Commercial mortgage-backed

securities - 18.¢ - - - 18.¢

Municipal bonds - - - - - -

Canadian government obligations ¢ -
Canadian government agency

obligations (0. 13.€ - - (0. 13.€
Other securities (2.0 142.C - - (2.0 142.C
$ 9.2 $ 888.. $ 39 $ 93.: $ (13.1) $ 981.7

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

Unrealize( Unrealize(
losse: Fair marke losse: Fair marke Total gros
value les
less tha thar greater tha  value greate unrealize: Total fait
than 1:
12 month 12 month 12 month month: losse market valu
U.S. Treasury and direct obligations
U.S. government agenci $ 12.1 $ 1,049.C $ - % - % (12.1) $ 1,049.(
Corporate bond (16.9 945.2 - - (16.9 945.2
Asse-backed securitie - 0.5 - - - 0.5
Commercial mortgage-backed
securities - 17.2 - - - 17.z
Municipal bonds (0.6 35.C - - (0.€) 35.C
Canadian government obligations ¢
Canadian government agency
obligations 1.3 227.1 - - 1.3 227.7
Other securities (3.9 242.: - - (3.7 242.:
$ (34.6) $ 2517.( $ - $ - $ (34.6) $ 2,517.(
Expected maturities of available-for-sale secwsiieDecember 31, 2011 are as follows:
Due in one year or le: $ 2,923«
Due after one year to two yes 2,301.:
Due after two years to three ye 2,164.¢
Due after three years to four ye. 4,214.(
Due after four years 5,545.¢
Total available-for-sale securities $ 17,149.

At December 31, 2011, the Company concluded thedtthe intent to sell certain available-for-sadeurities for which unrealized losses of
$5.8 million were previously recorded in accumuliad¢her comprehensive income on the ConsolidatéanBea Sheets. As such, the Comg



recognized impairment losses of $5.8 million inesttncome, net, on the Statements of Consolidagediigs for the three months ended
December 31, 2011. Subsequent to December 31, g8 Company sold
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approximately half of its remaining holdings in $leesecurities. For the remaining securities inraealized loss position of $13.1 million at
December 31, 2011, the Company concluded thlid ihot have the intent to sell such securitiesiamés not more likely than not that the
Company would be required to sell such securitefere recovery. The securities with unrealizeddssat December 31, 2011 were primarily
comprised of corporate bonds. In order to deteemathether such losses were due to credit losse€ dimpany evaluated such securities
utilizing a variety of quantitative and qualitatifectors including whether the Company expectwotlect all amounts due under the
contractual terms of the security, information abmurent and past events of the issuer, and tigtheof time and the extent to which the fair
value has been less than the cost basis. At Desre®ih 2011, the Company concluded that unrealzEsks on available-for-sale securities
held at December 31, 2011 were not credit lossésweme attributable to changes in interest rafesa result, the Company concluded that
the $13.1 million in unrealized losses on such gges should be recorded in accumulated other celmgmsive income on the Consolidated
Balance Sheets at December 31, 2011.

Note 7. Fair Value Measurements

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

U.S. GAAP provides for a three-level hierarchymfuts to valuation techniques used to measureddie, defined as follows:
Level 1 Fair value is determined based upon quoted prmreisiéntical assets or liabilities that are tragedctive markets

Level 2 Fair value is determined based upon inptltsr than quoted prices included in Level 1 #ratobservable for the asset or
liability, either directly or indirectly, for subetially the full term of the asset or liabilitymadluding:
. guoted prices for similar assets or liabilitinsactive markets;
. guoted prices for identical or similar assettiaiilities in markets that are not active;
. inputs other than quoted prices that are obséfabthe asset or liability; or
. inputs that are derived principally from or cdrovated by observable market data by correlaticottoer
means

Level 3 Fair value is determined based upon infhgsare unobservable and reflect the Companyts asgumptions about the
assumptions that market participants would useiting the asset or liability based upon the befdrmation available in the
circumstances (e.g., internally derived assumptsamsounding the timing and amount of expected ¢lasts).

Available-for-sale securities included in Levelre aalued using closing prices for identical instants that are traded on active
exchanges. Available-for-sale securities incluitkeldevel 2 are valued utilizing inputs obtainedrfran independent pricing service. To
determine the fair value of the Company’s LevehZistments, a variety of inputs are utilized, idahg benchmark yields, reported trades,
non-binding broker/dealer quotes, issuer spreadsstded markets, benchmark securities, bids, sffeference data, new issue data, and
monthly payment information. Over 99% of the Comya Level 2 investments are valued utilizing irgpobtained from a pricing

service. The Company reviews the values genelstdlde independent pricing service for reasonalsieby comparing the valuations
received from the independent pricing service toatons from at least one other observable source.
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The Company has not adjusted the prices obtaimed fine independent pricing service. The Compasynosavailable-for-sale securities
included in Level 3.

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

The following table presents the Company's assetssnred at fair value on a recurring basis at Dbeeil, 2011. Included in the table are
available-for-sale securities within corporate stveents of $122.6 million and funds held for clgeaf $17,026.8 million.

Level 1 Level 2 Level 3 Total

U.S Treasury and direct obligations

U.S. government agenc $ - 9 6,810.t $ - 8 6,810.¢
Corporate bond - 6,483.¢ - 6,483.¢
Asse-backed securitie - 376.% - 376.%
Commercial mortga¢-backed securitie - 388.( - 388.(
Municipal bonds - 528.1 - 528.1
Canadian government obligations ¢

Canadian government agency obligati - 1,027.t - 1,027.t
Other securities 18.¢ 1,515.¢ - 1,534.¢
Total available-for-sale securities $ 18 $ 17,130t $ - $  17,149.

The following table presents the Company’s asse@sured at fair value on a recurring basis at 30n2011. Included in the table are
available-for-sale securities within corporate stveents of $134.3 million and funds held for clgeaf $16,793.2 million.

Level 1 Level 2 Level 3 Total

U.S Treasury and direct obligations
U.S. government agenc $ - % 6,759.. $ - % 6,759.:
Corporate bond - 6,126.¢ - 6,126.¢
Asse-backed securitie - 447.¢ - 447.¢
Commercial mortga¢-backed securitie - 492t - 492t
Municipal bonds - 516.2 - 516.2

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

Note 8. Receivables

Accounts receivable, net, includes the Compangderreceivables, which are recorded based upamtbent the Company expects to
receive from its clients, net of an allowance fouhtful accounts. The Company’s receivables alstude notes receivable for the financing
of the sale of computer systems, primarily fromoatruck, motorcycle, marine, recreational vehahel heavy equipment dealers. Notes
receivable are recorded based upon the amountdimp&ny expects to receive from its clients, netroillowance for doubtful accounts and
unearned income. The allowance for doubtful actoisnthe Company's best estimate of probable tdesties related to trade receivables
notes receivable based upon the aging of the raloleis, historical collection data, internal assesgmof credit quality

15




and the economic conditions in the automobile itguss well as in the economy as a whole. The (@ charges off uncollectable
amounts against the reserve in the period in witidatermines they are uncollectable. Unearnedrirecon notes receivable is amortized
using the effective interest method.

The Company’s receivables, whose carrying valueaqmates fair value, are as follows:

December 31, 201 June 30, 201
Current Long-term Current Long-term

Trade receivable $ 1,323 $ - $ 1,333 $ -
Notes receivabl 88.1 141.] 90.t 146.¢
Less:

Allowance for doubtful accoun- trade receivable (44.7) - (44.%) -

Allowance for doubtful accoun- notes receivabl (5.6) (9.0 (5.7 (9.9

Unearned income - notes receivable (7.4) (6.9) (8.4 (8.3
Total $ 1,353.¢ $ 125.2 $ 1,364.8 $ 128.7

The Company determines the allowance for doubtfabants related to notes receivable based upoadifispreserve for known collection
issues, as well as a non-specific reserve baseauagiog, both of which are based upon history ehdosses and current economic
conditions. Based upon the Company’s methodoltigg/notes receivable balances with specific andspatific reserves and the specific
and non-specific reserves associated with thosmbas are as follows:

December 31, 201

Notes Receivabl Reserve
Current Long-term Current Long-term
Specific Reserv $ 04 $ 0.7 $ 04 $ 0.7
Non-specific Reserve 87.7 140.¢ 5.2 8.3
Total $ 88.1 $ 1411 $ 56 $ 9.C
June 30, 201
Notes Receivabl Reserve
Current Long-term Current Long-term
Specific Reserv $ 0€ $ 0c $ 0€ $ 0.¢
Non-specific Reserve 89.¢ 145.F 5.1 8.5
Total $ 90.f $ 146.£ $ 57 $ 9.4

The rollforward of the allowance for doubtful acotsirelated to notes receivable is as follows:

Current Long-term
Balance at June 30, 20 $ 57 $ 9.4
Incremental provisiol 0.7 0.6
Recoveries (0.9 (0.8
Chargeoffs (0.9 (0.5)
Balance at December 31, 2011 $ 56 $ 9.C

The allowance for doubtful accounts as a percemagetes receivable was approximately 6% as ofeldaer 31, 2011 and approximately
6% as of June 30, 2011.

Notes receivable aged over 30 days past due asidesad delinquent. Notes receivable aged ovela§8 past due and notes receivable

known collection issues are placed on non-acctaflls. Interest revenue is not recognized on rretmsivable while on non-accrual
status. Cash payments received on non-accruavadtes are applied towards principal. When no¢egivable on non-
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accrual status are again less than 60 days pasteognition of interest revenue for notes redelivaés resumed. At December 31, 2011, the
Company had $1.2 million in notes receivable on-accrual status, including $0.4 million of notesewable aged over 60 days past due. At
December 31, 2010, the Company had $2.9 milliomoites receivable on non-accrual status, includth§ illion of notes receivable aged
over 60 days past due. During the six months eBEmber 31, 2011, the chargs as a percentage of notes receivable were MAfbng
the six months ended December 31, 2010, the chaffgas a percentage of notes receivable were 1%.

On an ongoing basis, the Company evaluates thé& queality of its financing receivables, utiliziragging of receivables, collection experience
and charge-offs. In addition, the Company evakiat®mnomic conditions in the auto industry and ifipeealership matters, such as
bankruptcy. As events related to a specific claiotate, the credit quality of a client is ree\akd.

The aging of the notes receivable past due at Dieeeff1, 2011 is as follows:

Over 30 day:
to 60 day: Over 60 day:
Notes Receivable $ 14 $ 0.4
At December 31, 2011, approximately 99% of notegixable are current.
The aging of the notes receivable past due at 30n2011 is as follows:
Over 30 day:
to 60 day: Over 60 day:
Notes Receivable $ 12 $ 0.1
At June 30, 2011, approximately 99% of notes rexddv are current.
Note 9. Goodwill and Intangible Assets, net
Changes in goodwill for the six months ended Decamn3li, 2011 are as follows:
Employer PEO Dealer
Services Services Services Total
Balance as of June 30, 20 $ 1,935.( $ 48 % 1,133.¢ $ 3,073.¢
Additions and other adjustments, | 55.C - 68.1 123.1
Currency translation adjustments (47.4) - (19.9) (66.7)
Balance as of December 31, 2011 $ 1,942¢ $ 48 $ 1,182.¢ $ 3,130.(
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Components of intangible assets, net, are as fellow

December 3! June 30
2011 2011
Intangible asset:
Software and software licens $ 1,371.0 % 1,322.¢
Customer contracts and li¢ 853.2 821.(
Other intangibles 241.] 238.:
2,465.¢ 2,381."
Less accumulated amortizatic
Software and software licens (1,103.9 (1,062.)
Customer contracts and li¢ (464.9 (443.9)
Other intangibles (165.9) (160.2)
(1,734.) (1,666.()
Intangible assets, net $ 731t $ 7157

Other intangibles consist primarily of purchaseght$, covenants, patents and trademarks (acquirectly or through acquisitions). All of
the intangible assets have finite lives and, akh,saie subject to amortization. The weighted ayer@maining useful life of the intangible
assets is 8 years (4 years for software and sadtlicenses, 11 years for customer contracts ats] &isd 8 years for other

intangibles). Amortization of intangible assetsv43.2 million and $45.2 million for the three ntmmended December 31, 2011 and 2010,
respectively, and totaled $86.4 million and $85illion for the six months ended December 31, 204d 2010, respectively.

Estimated future amortization expenses of the Coyipa&xisting intangible assets are as follows:

Amount
Six months ending June 30, 2C $ 92.:
Twelve months ending June 30, 2( $ 149.2
Twelve months ending June 30, 2( $ 110.5
Twelve months ending June 30, 2( $ 83.1
Twelve months ending June 30, 2( $ 62.7
Twelve months ending June 30, 2( $ 51.4

The Company has not incurred significant costeib@w or extend the term of acquired intangibletashgring the six months ended
December 31, 2011.

Note 10. Short-term Financing

The Company has a $2.0 billion, 364-day credit egrent with a group of lenders that matures in 203?. In addition, the Company has a
four-year $3.25 billion credit facility maturing une 2015 that contains an accordion feature uadieh the aggregate commitment can be
increased by $500.0 million, subject to the avdlilgtof additional commitments. The Company alss an existing $1.5 billion three-year
credit facility that matures in June 2013 that alsatains an accordion feature under which theeagade commitment can be increased by
$500.0 million, subject to the availability of atldnal commitments. The interest rate applicabledmmitted borrowings is tied to LIBOR,
the federal funds effective rate or the prime depending on the notification provided by the Comypi® the syndicated financial institutions
prior to borrowing. The Company is also requiregay facility fees on the credit agreements. ptimary uses of the credit facilities are to
provide liquidity to the commercial paper progrand dunding for general corporate purposes, if neamgs The Company had no borrowings
through December 31, 2011 under the credit agretsmen

The Company’s U.S. short-term funding requiremealated to client funds are sometimes obtainedutina short-term commercial paper
program, which provides for the issuance of up&d% billion in
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aggregate maturity value of commercial paper. Chmpany’s commercial paper program is rated A-1-6tandard and Poor’'s and Prime-1
by Moody’s. These ratings denote the highest guatimmercial paper securities. Maturities of coencial paper can range from overnight
to up to 364 days. At December 31, 2011 and JOn2@L1, the Company had no commercial paper amdstg. For the three months ended
December 31, 2011 and 2010, the Company’s averagevtings were $3.3 billion and $2.3 billion, respeely, at weighted average interest
rates of 0.1% and 0.2%, respectively. For thergimths ended December 31, 2011 and 2010, the Corspmrerage borrowings were $3.2
billion and $2.3 billion, respectively, at weightaderage interest rates of 0.1% and 0.2%, respdgtiv he weighted average maturity of the
Company’s commercial paper during each of the threksix months ended December 31, 2011 approxihtate days.

The Company’s U.S. and Canadian short-term fundkagirements related to client funds obligatioressymetimes obtained on a secured
basis through the use of reverse repurchase agnéemehese agreements are collateralized prirgipglgovernment and government
agency securities. These agreements generallytbems ranging from overnight to up to five bussdays. The Company has $2.0 billion
available to it on a committed basis under thegerse repurchase agreements. At December 31,&@ldune 30, 2011, there were no
outstanding obligations under reverse repurchaseeatents. For the three months ended Decembef31,ghd 2010, the Company had
average outstanding balances under reverse reperelgaeements of $271.5 million and $541.7 millrespectively, at weighted average
interest rates of 0.7% and 0.5%, respectivelyor the six months ended December 31, 2011 and 208 Gompany had average outstanding
balances under reverse repurchase agreements423$88lion and $575.3 million, respectively, atigleted average interest rates of 0.5%
and 0.4%, respectively .

Note 11. Debt

Components of long-term debt are as follows:

December 3: June 30
2011 2011
Industrial revenue bonc $ 21€¢ $ 21.€
Secured financing 14.4 15.4
36.C 37.C
Less: current portion (10.5) (2.9
$ 255 $ 34.2

The fair value of the industrial revenue bonds atiééer debt, included above, approximates carryaige:
Note 12. Employee Benefit Plans

A. Stock Plans. The Company recognizes stock-based compensagp@nse in net earnings based on the fair valubeoltvard on the date
of grant. Stock-based compensation consists dilleving:

« Stock Options. Stock options are granted to employees at exeprises equal to the fair market value of the Camnyfs comma
stock on the dates of grant. Stock options angedsinder a grade vesting schedule. Options gtgmter to July 1, 2008 genera
vest ratably over five years and have a term ofddrs. Options granted after July 1, 2008 genevaist ratably
over four years and have a term of 10 years. Casgi®n expense for stock options is recognized theerequisite service period
for each separately vesting portion of the stodioopaward.
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« Employee Stock Purchase Plar The Company offers an employee stock purchasethkt allows eligible employees to purct
shares of common stock at a price equal to 95%efrarket value for the Company's common stockheridast day of the offerit
period. This plan has been deemed-compensatory and therefore, no compensation expesskeen recorde

« Restricted Stock.

0 Time-Based Restricted Stock. The Company has issued tithased restricted stock to certain key employedgsi
shares are restricted as to transfer and in cectednmstances must be returned to the Companigeabtiginal purchas
price. The Company records stock compensationrseeelating to the issuance of restricted stockethaon market pric
on the date of grant on a straidime basis over the period in which the transfatrietions exist, which is up to five ye
from the date of gran

o Performance-Based Restricted Stock. The performance-based restricted stock program éhaneyear performanc
period, and a subsequent sitonth service period. Under this program, the Camypcommunicates "target awards'
employees at the beginning of the performance gaial, as such, dividends are not paid in resgfetttec’target award:
during the performance period. After the perforoeperiod, if the performance targets are achiegssiciates are eligil
to receive dividends on shares awarded under thgrgam. The performance target is based on earmiegshare grow
over the performance period, with possible payaatsging from 0% to 150% of the "target awards." c&tbase:
compensation expense is measured based upon theafae of the award on the grant date. Compemsatkpense
recognized on a straighie basis over the vesting period of approximatdlymonths, based upon the probability tha
performance target will be me

The Company currently utilizes treasury stock tisgastock option exercises, issuances under tiragainy's employee stock purchase plan
and restricted stock awards. From time to time,Glompany may repurchase shares of its common st its authorized share repurct
programs. The Company repurchased 0.9 millioneshiarthe three months ended December 31, 201dnagaced to 1.1 million shares
repurchased in the three months ended Decemb@030,and the Company repurchased 6.2 million shar® six months ended Decem
31, 2011 as compared to 2.4 million shares repgazhan the six months ended December 31, 2010.Cbingpany considers several factors
in determining when to execute share repurchaselsiding, among other things, actual and poteatiguisition activity, cash balances and
cash flows, issuances due to employee benefitgattivity, and market conditions.

Stock-based compensation expense of $27.2 milloin$22.8 million was recognized in earnings forttiree months ended December 31,
2011 and 2010, respectively, as well as relatedbegnefits of $10.0 million and $8.5 million, respeely. Stock-based compensation expense
of $45.7 million and $36.7 million was recognizedeiarnings for the six months ended December 3111 26d 2010, respectively, as well as
related tax benefits of $16.8 million and $13.7liil, respectively.
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Three Months Ende Six Months Ende

December 31 December 31
2011 2010 2011 2010
Operating expenst $ 45 % 4€ $ 75 $ 6.€
Selling, general and administrative exper 19.C 14.1 31.7 23.¢
System development and programming costs 3.7 4.1 6.5 6.3
Total pretax stock-based compensation expense $ 272 $ 22.¢ $ 45.7 $ 36.7

As of December 31, 2011, the total remaining ungeced compensation cost related to non-vested sfpiions and restricted stock awards
amounted to $5.4 million and $70.3 million, respesy, which will be amortized over the weightedeazge remaining requisite service
periods of 1.3 years and 1.3 years, respectively.

During the six months ended December 31, 201 lfall@ving activity occurred under the Company’ssiig plans:

Stock Options:

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

Options outstanding i

July 1, 2011 21,71« $ 40
Options grante: 21z $ 47
Options exercise (2,53¢) $ 52
Options cancelle (139 $ 42
Options outstanding at

December 31, 2011 19,24¢ ¢ 40
Performance-Based Restricted Stock

Number
of Shares
in thousands
Restricted shares outstand

at July 1, 201 1,351
Restricted shares grant 1,79¢
Restricted shares vest (76)
Restricted shares forfeitt 47
Restricted shares outstanding

at December 31, 2011 3,027
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Time-Based Restricted Stock

Number
of Shares
gin thousands
Restricted shares outstandil
at July 1, 201 492
Restricted shares grant 8
Restricted shares vest (35)
Restricted shares forfeitt -
Restricted shares outstandil
at December 31, 2011 46€

The fair value of each stock option issued is et on the date of grant using a binomial optidcing model. The binomial model
considers a range of assumptions related to vibjatiisk-free interest rate and employee exerbisieavior. Expected volatilities utilized in
the binomial model are based on a combination pfied market volatilities, historical volatility ahe Company’s stock price and other
factors. Similarly, the dividend yield is basedhastorical experience and expected future changes.

The risk-free rate is derived from the U.S. Tregsiield curve in effect at the time of grant. Tieaomial model also incorporates exercise
and forfeiture assumptions based on an analydisstifrical data. The expected life of the stockapgrant is derived from the output of the
binomial model and represents the period of tinag tiptions granted are expected to be outstanding.

The fair value for stock options granted was edithat the date of grant using the following asstiong:

Six Months Endet
December 31

2011 2010
Risk-free interest rat 1.C% 1.4%1.€%
Dividend yield 3.0%- 3.1% 3.2%
24.9%

Weighted average volatility fact 25.1% 24.%%
Weighted average expected life (in ye: 5.2 5.C
Weighted average fair value (in dolla $ 7.0C $ 6.21
B. Pension Plans
The components of net pension expense were asvillo

Three months ende Six months ende

December 31 December 31

2011 2010 2011 2010
Service cos- benefits earned during the peri $ 14.: $ 131 $ 28 $ 26.2
Interest cost on projected bene 15.5 14.1 31.C 28.1
Expected return on plan ass (24.9) (22.7) (48.¢) (44.7)
Net amortization and deferr 3.7 5.C 7.5 10.C
Net pension expen $ 9.1 $ 10.1 $ 18.2 $ 20.2
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During the six months ended December 31, 2011Ctrapany contributed $79.2 million to the pensicangland expects to contribute
approximately $4.8 million during the remaindeitioé fiscal year ended June 30, 2012.

Note 13. Income Taxes

The effective tax rate for the three months endeddinber 31, 2011 and 2010 was 35.3% and 36.0%atdggdly. The decrease in the
effective tax rate was related to the availabitifforeign tax credits and a favorable mix of eags between jurisdictions.

The effective tax rate for the six months endeddbawmer 31, 2011 and 2010 was 34.8% and 36.1%, ridsglgc The decrease in the effect
tax rate was related to the availability of foretgr credits, the expiration of certain statutebroitation, the final resolution of certain tax
matters, and a favorable mix of earnings betwegsdictions.

Note 14. Commitments and Contingencies

In September 2010, a purported class action lawsastfiled against the Company in the Superior €Colithe State of California, County of
Los Angeles. The lawsuit was subsequently remdéwede United States District Court, Central Didtof California, Western Division. The
complaint alleges that the Company unlawfully haddtertain client calls and seeks statutory damagesservices at issue were performed
by an independent third-party vendor, and the Campelieves that it has the contractual right tbihdemnification from this vendor for
any potential losses it might incur with respectht® matter. In April 2011, the Company and thedtmparty vendor entered into a class action
settlement agreement to settle the matter wittpthiatiff, which provides for a release of the Canp from further claims related to this
matter, subject to court approval. As part of tetlement, the Company was to be dismissed fronatkien prior to final court approval of
the settlement agreement, and the third-party vewdbpay all settlement amounts. The third-pargndor is also paying all of the
Company'’s legal fees and costs associated witdefense of the matter. In accordance with theesattht agreement, the Company was
dismissed from the action without prejudice on Nay011. On July 20, 2011 the court granted prelami approval to the class action
settlement and provisionally certified the settlatdass. On November 30, 2011, the court enterf@thl order approving the class action
settlement.

On July 18, 2011, athenahealth, Inc. filed a compkgainst ADP AdvancedMD, Inc. (“ADP AdvancedMD3 subsidiary of the
Company. The complaint alleges that ADP Advancecdivativities in providing medical practice managsrnand billing and revenue
management software and associated services ticigmgsand medical practice managers infringe tateipts owned by athenahealth,
Inc. The complaint seeks monetary damages, injaaotlief, and costs. The Company has respong#ttetcomplaint, believes that it has
meritorious defenses to this claim, and intendgdorously defend itself.

In June 2011, the Company received a Commissio@réage from the U.S. Equal Employment Opportu@itgnmission (“EEOC”) alleging
that the Company has violated Title VIl of the CRights Act of 1964 by refusing to recruit, hiteansfer and promote certain persons on the
basis of their race, in the State of lllinois frateast the period of January 1, 2007 to the ptesehe Company continues to investigate the
allegations set forth in the Commissioner’s Chamge is cooperating with the EEOC'’s investigation.

The Company is subject to various claims and litigain the normal course of business. When aissensidered probable and reasonably

estimable, the Company records a liability in theant of its best estimate for the ultimate lo8sthis time the Company is unable to
estimate any possible loss, or
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range of possible loss, with respect to the mattessribed above. This is primarily because thestters are still in early stages and involve
complex issues subject to inherent uncertaintyer&ltan be no assurance that these matters wiisloéved in a manner that is not adverse to
the Company.

It is not the Company’s business practice to einteroff-balance sheet arrangements. In the noomaise of business, the Company may
enter into contracts in which it makes represeoatiand warranties that relate to the performahteeoCompany’s services and
products. The Company does not expect any matesisgs related to such representations and waasant

The Company has obligations under various fadliiad equipment leases and software license agneeithat were disclosed in its Annual
Report on Form 10-K for the year ended June 301201

Note 15. Foreign Currency Risk Management Programs

The Company transacts business in various foreigsdictions and is therefore exposed to marké&tfrism changes in foreign currency
exchange rates that could impact its consolidaged|ts of operations, financial position or casiv. The Company manages its exposure to
these market risks through its regular operatirdyfarancing activities and, when deemed appropritat®ugh the use of derivative financial
instruments. The Company does not use derivaitham€ial instruments for trading purposes. The @Gany had no derivative financial
instruments outstanding at December 31, 2011 c& 30n2011.

Note 16. Comprehensive Income

Three Months Ende Six Months Ende
December 31 December 31
2011 2010 2011 2010
Net earningy $ 375.C $ 3101 $ 677.1 $ 588.€
Other comprehensive incorr
Currency translation adjustmel (34.9) 4.7 (209.%) 84.4
Unrealized gain (loss) on availa-for-sale
securities, net of te (36.0 (290.%) 76.2 (97.0
Pension liability adjustment, net of tax 3.4 1.C 5.8 0.€
Comprehensive income $ 308.C $ 1251 $ 650.1 $ 576.€

Note 17. Interim Financial Data by Segment

Based upon similar economic characteristics andadipaal characteristics, the Company’s strategiifess units have been aggregated into
the following three reportable segments: Employawiges, PEO Services, and Dealer Services. Tiheapy components of the “Other”
segment are miscellaneous processing services asuglstomer financing transactions, meedrring gains and losses, results of operatif
ADP Indemnity (a wholly-owned captive insurance gamy that provides workers’ compensation and engslsyiability deductible
reimbursement insurance protection for PEO Serwiga&site employees) and certain expenses that hatvieeen charged to the reportable
segments, such as stock-based compensation expéadain revenues and expenses are charged tegbdable segments at a standard rate
for management reasons. Other costs are recoased lmn management responsibility. The prior ygaortable segments’ revenues and
earnings before income taxes have been adjustefi¢st updated fiscal 2012 budgeted foreign exghamtes. In addition, there is a
reconciling item for the difference between acintdrest income earned on invested funds heldlfents and interest credited to Employer
Services and PEO Services
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at a standard rate of 4.5%. The reportable segh@siults also include an internal cost of capitedrge related to the funding of acquisitions
and other investments. All of these adjustmengsigs are reconciling items to the Company’s retetsegmentsevenues and/or earnin
before income taxes and result in the eliminatibthese adjustments/charges in consolidation.

Segment Results:

Revenue:
Three Months Ende Six Months Ende:
December 31 December 31
2011 2010 2011 2010
Employer Service $ 1,827.. % 1,707.. $ 3577 % 3,306.t
PEO Service 413.¢ 358.2 814.¢ 699.5
Dealer Service 412.¢ 386.( 820.4 732.%
Other 14 3.1 4.1 6.5
Reconciling items
Foreign exchang (14.9 (12.6) (5.2 (45.2)
Client fund interest (57.0 (36.2) (105.%) (64.3)
Total $ 2,583.( $ 2,405.. $ 5105.f $ 4,635..
Earnings before Income Tax
Three Months Ende Six Months Ende
December 31 December 31
2011 2010 2011 2010
Employer Service $ 447.C $ 438.( $ 857.C $ 820.2
PEO Service 42.4 35.¢ 78.€ 64.C
Dealer Service 70.t 57.t 133.¢ 107.2
Other 47.C (35.2) 13.¢ (53.7)
Reconciling items
Foreign exchang - (4.5) 0.7 (7.7
Client fund interes (57.0 (36.2) (105.%) (64.3)
Cost of capital charge 29.¢ 29.1 60.€ 55.1
Total $ 579.7 $ 484.¢ $ 1,039.C $ 921.(
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations.
(Tabular dollars are presented in millions, exqegtshare amounts)
FORWARD-LOOKING STATEMENTS

This report and other written or oral statementgenfaom time to time by ADP may contain "forwaraking statements"” within the meaning
of the Private Securities Litigation Reform Actk§95. Statements that are not historical in natmd which may be identified by the use of
words like "expects,” "assumes," "projects,"” "aipttes," "estimates," "we believe," "could be" artkder words of similar meaning, are
forward-looking statements. These statementsasedon management's expectations and assumptidrseasubject to risks and
uncertainties that may cause actual results terdiffaterially from those expressed. Factors tbakdccause actual results to differ materially
from those contemplated by the forward-lookingestatnts include: ADP's success in obtaining, retgiand selling additional services to
clients; the pricing of services and products; gfegnin laws regulating payroll taxes, professi@mployer organizations and employee
benefits; overall market and economic conditionsluding interest rate and foreign currency tremgdsypetitive conditions; auto sales and
related industry changes; employment and wagedeebhnges in technology; availability of skillethnical associates; and the impact of
new acquisitions and divestitures. ADP disclaimg abligation to update any forward-looking statemsewhether as a result of new
information, future events or otherwise. Thesksriand uncertainties, along with the risk factassalssed under "ltem 1A. Risk Factors" in
our Annual Report on Form 10-K for the fiscal yeaded June 30, 2011 (“fiscal 2011"), should be ictared in evaluating any forward-
looking statements contained herein.

CRITICAL ACCOUNTING POLICIES

Our consolidated financial statements and acconmipgmpotes have been prepared in accordance withuatiag principles generally accep

in the United States of America ("U.S. GAAP”). Theeparation of these financial statements requir@sagement to make estimates,
judgments and assumptions that affect reported ataai assets, liabilities, revenues and expendés continually evaluate the account
policies and estimates used to prepare the comdetidinancial statements. The estimates are lmsbdstorical experience and assumptions
believed to be reasonable under current facts modnestances. Actual amounts and results coufdrdifom these estimates made by
management. Certain accounting policies that recignificant management estimates and are deerii®al to our results of operations or
financial position are discussed in our Annual Repa Form 10-K for the fiscal year ended JuneZ8l1 in the Critical Accounting Policies
section of Management's Discussion and Analysiimdincial Condition and Results of Operations.

RESULTS OF OPERATIONS
Executive Overview

Despite a mixed economic environment, we achiewdid eesults during the three and six months eridedember 31, 2011 driven by
continued strength in our key business metricsgaodith from our strategic acquisitions. Our conéd increases in headcount related to our
sales force and client service associates, alotigawir focus on product innovation, has led to ghoiw new business sales and solid revenue
retention across our business segments. As aaicipwe continue to be impacted by the declif@gh-margin client interest revenues
resulting from lower interest rates. In additionr revenues for the six months ended Decembe2(®Ill, were negatively impacted due to
changes in foreign currency exchange rates, wigidhaed revenues by approximately 1%.
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Our business model remains strong with a high peage of recurring revenues, excellent marginsatiikty to generate consistent, healthy
cash flows, strong client revenue retention, amddapital expenditure requirements. We investatients' funds in accordance with ADP's
prudent and conservative investment guidelines avttex safety, liquidity, and diversification of atlients’ funds are the foremost objectives
of our investment strategy. The portfolio is prettaantly invested in AAA/AA rated fixed-income seities. We continue to return excess
cash to our shareholders through our share repsgghtagram and dividends.

Our financial condition and balance sheet remalid 6 December 31, 2011, with cash and cash etpritand marketable securities of
$1,453.9 million. We continue to look for opporitigs to further enhance and complement our progadfolio and service offerings and
accordingly have completed the acquisitions of businesses as of December 31, 2011 for approxXyr283.0 million, net of cash
acquired. We expect that these acquisitions willhrave a material impact on our earnings for & ynding June 30, 2012 (“fiscal 2012"),
individually or in the aggregate.

Analysis of Consolidated Operations

Three Months Ende
December 31

2011 2010 $ Change % Change
Total revenues $ 2,583.C $ 2,405.0 $ 177.3 7%
Costs of revenue:
Operating expenst $ 1,307 $ 1,173¢ % 134.1 11%
Systems development a
programming cos! 149.] 142.] 7.C 5%
Depreciation and amortization 63.1 64.€ (1.5) (2)%
Total costs of revenu $ 1,519.¢ $ 1,380.: $ 139.¢ 10%
Selling, general an
administrative expens $ 577t % 570.1 $ 7.4 1%
Interest expense 2.1 2.8 (0.7) (25)%
Total expense $ 2,099 $ 1,953 % 146.: 7%
Other income, net $ (96.2) $ (32.) % 64.1 100+%
Earnings before income tax $ 579.71 $ 484.€ $ 95.1 20%
Margin 22% 20%
Provision for income taxe $ 2047 % 1745 $ 30.2 17%
Effective tax rate 35.2% 36.(%
Net earning: $ 375 $ 3101 $ 64.¢ 21%
Diluted earnings per share $ 0.7¢ $ 0.6: $ 0.14 23%
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Six Months Endet
December 31

2011 2010 $ Change % Change

Total revenues $ 5,105.! $ 4,635.. $ 470.2 10%
Costs of revenue:

Operating expenst $ 2,600.i $ 2,290.i $ 310.( 14%

Systems development a

programming cos! 298.¢ 277.C 21.¢ 8%

Depreciation and amortization 126.¢ 124.¢ 2.C 2%
Total costs of revenue $ 3,026.( $ 2,692 $ 333.¢ 12%
Selling, general an

administrative expens $ 1,166.7 $ 1,085 $ 81.C 7%
Interest expense 4.2 5.€ (1.4) (25)%
Total expense $ 4,196.¢ $ 3,783 % 413.¢ 11%
Other income, net $ (130.9) $ (69.9 $ 61.1 88%
Earnings before income tax $ 1,039.C $ 921.( $ 118.( 13%
Margin 20% 20%
Provision for income taxe $ 3612 3 3324 % 28.¢ 9%
Effective tax rate 34.8% 36.1%
Net earnings $ 6771 $ 588.¢ $ 89.1 15%
Diluted earnings per share $ 13t $ 1.1¢ $ 0.1¢ 16%

Total Revenues

Total revenues increased $177.3 million, or 7%42@83.0 million for the three months ended Decarmdie 2011, from $2,405.7 million for
the three months ended December 31, 2010, dueitea@ase in revenues in Employer Services of #94$149.9 million, to $1,827.1 million,
PEO Services of 16%, or $55.6 million, to $413.8iom, and Dealer Services of 7%, or $26.6 milliom$412.6 million. Total revenues
would have increased approximately 6% without thpdct of recently completed acquisitions.

Total revenues for the three months ended DeceB81he2011 include interest on funds held for cliesft$117.9 million, as compared to
$129.0 million for the three months ended Decen®ie2010. The decrease in the consolidated iriteezsed on funds held for clients
resulted from the decrease in the average intextsstarned to 3.0% during the three months endegmber 31, 2011 as compared to 3.5%
for the three months ended December 31, 2010 afigrtiffset by an increase in our average cliendfubalance of 6%, to $15.6 billion, for
the three months ended December 31, 2011.

Total revenues increased $470.3 million, or 109%3d.05.5 million for the six months ended Decenfifer2011, from $4,635.2 million for

the six months ended December 31, 2010, due tocaedse in revenues in Employer Services of 8%2@1.0 million, to $3,577.5 million,
PEO Services of 16%, or
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$114.9 million, to $814.4 million, and Dealer Seas of 12%, or $88.2 million, to $820.4 millionoté@l revenues would have increased
approximately 8% without the impact of recently @eted acquisitions. In addition, revenues inceda®5.0 million due to changes in
foreign currency exchange rates.

Total revenues for the six months ended Decembe2(@®lLl include interest on funds held for clierft$239.8 million, as compared to $255.8
million for the six months ended December 31, 20Ihe decrease in the consolidated interest earnddnds held for clients resulted from
the decrease in the average interest rate earr®d%®@during the six months ended December 31, 28kbmpared to 3.6% for the six
months ended December 31, 2010, partially offsedrbincrease in our average client funds balan@&gfto $15.4 billion, for the six months
ended December 31, 2011.

Total Expenses

Total expenses increased $146.3 million, or 79%2®99.5 million for the three months ended Decertie 2011, from $1,953.2 million for
the three months ended December 31, 2010. Theaserin our consolidated expenses was due to @as&in operating expenses of $134.1
million, an increase in selling, general and adsimative expenses of $7.4 million and an increassy/stems development and programming
expenses of $7.0 million. Total expenses woulcehinereased approximately 6% without the impacto€ntly completed acquisitions.

Total expenses increased $413.4 million, or 11984t496.9 million for the six months ended Decen8ier2011, from $3,783.5 million for
the six months ended December 31, 2010. The iseneaour consolidated expenses was due to areseiia operating expenses of $310.0
million, an increase in selling, general and adsimative expenses of $81.0 million, and an incréasgstems development and programn
expenses of $21.8 million. Total expenses woulcthacreased approximately 8% without the impagtecéntly completed acquisitions.

Our total costs of revenues increased $139.6 mijlliw 10%, to $1,519.9 million for the three monginsled December 31, 2011, from
$1,380.3 million for the three months ended Decam3tie 2010, due to an increase in our operatingesgs of $134.1 million and an incre
in systems development and programming expens&s.0fmillion.

Our total costs of revenues increased $333.8 mijlibo 12%, to $3,026.0 million for the six montheled December 31, 2011, from $2,692.2
million for the six months ended December 31, 2@& to an increase in our operating expensesiff.@3nillion and an increase in syste
development and programming expenses of $21.8omilli

Operating expenses increased $134.1 million, or,¥a#4he three months ended December 31, 201dgrapared to the three months ended
December 31, 2010 due to the increase in reveremsitded above, including the increases in PEQi&=vwhich has pagkrough costs th.
are re-billable and which includes costs for benefoverage, workers’ compensation coverage amel stemployment taxes for worksite
employees. These pass-through costs were $31Hi@mfior the three months ended December 31, 2@thich included costs for benefits
coverage of $261.9 million and costs for workemhpensation and payment of state unemployment @b&s3.0 million. These pass-
through costs were $270.3 million for the three therended December 31, 2010, which included costisenefits coverage of $229.6 mill
and costs for workers’ compensation and paymestaté unemployment taxes of $40.7 million. Theease in operating expenses is also
due to operating expenses related to businessagedtgf $23.5 million and higher expenses in EmptdServices of $13.6 million related to
increased headcount related to client service &tssc
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Operating expenses increased $310.0 million, or,¥d#4he six months ended December 31, 2011, ampaced to the six months ended
December 31, 2010 due to the increase in reveremsitded above, including the increases in PEQi&=vwhich has pagkrough costs th.
are re-billable and which includes costs for beaeefoverage, workers’ compensation coverage amel steemployment taxes for worksite
employees. These pass-through costs were $62Bi@mfior the six months ended December 31, 20MHictvincluded costs for benefits
coverage of $516.7 million and costs for workemhpensation and payment of state unemployment &b&%506.5 million. These pass-
through costs were $530.7 million for the six mentimded December 31, 2010, which included costisepefits coverage of $452.2 million
and costs for workers’ compensation and paymestaté unemployment taxes of $78.2 million. Theease in operating expenses is also
due to operating expenses related to businessagedtgf $70.8 million and higher expenses in EmptdServices of $25.4 million related to
increased headcount for client service associakédslitionally, operating expense increased $23[lianidue to changes in foreign currency
exchange rates.

Systems development and programming expenses setté® .0 million, or 5%, for the three months enbedember 31, 2011, as compared
to the three months ended December 31, 2010 doesiaesses acquired of $3.3 million and higher lbgweent expenses.

Systems development and programming expenses secté21.8 million, or 8%, for the six months enBedember 31, 2011, as compared
to the six months ended December 31, 2010 duedindésses acquired of $10.6 million and higher dmraknt expenses.

Selling, general and administrative expenses ise@&7.4 million, or 1%, for the three months enBedember 31, 2011, as compared to the
three months ended December 31, 2010. The inchre@sg@enses was due to higher selling expens$8.8fmillion resulting from increases

in sales force headcount over prior year levelptEmiwith an increase in selling, general and adstrative expenses of acquired businesses
of $7.8 million, partially offset by a decreasecertain payroll related expenses. Additionallyiirsg, general and administrative expenses
decreased $2.6 million due to changes in foreigreagy exchange rates.

Selling, general and administrative expenses ise@&81.0 million, or 7%, for the six months enBedember 31, 2011, as compared to the
six months ended December 31, 2010. The increesepenses was due to higher selling expenses8od $aillion resulting from increases
sales force headcount over prior year levels cabyith an increase in selling, general and adnriiiste expenses of acquired businesses of
$20.8 million. Additionally, selling, general aadministrative expenses increased $10.5 milliontdughanges in foreign currency exchange
rates.

Other income, net

Three Months Ende Six Months Ende
December 31 December 31

2011 2010 $ Change 2011 2010 $ Change
Interest income on corporate fur $ 27.2) $ 279 $ 0.7 $ (56.§) $ (58.7) $ (2.9
Realized gains on available-for-sale
securities (14.¢) (5.9 9.4 (19.7) (7.6 1t
Realized losses on available-for-sale
securities 6.€ 1.8 (4.8 6.9 2.2 4.7
Impairment losses on available-for-s,
securities 5.8 - (5.9 5.8 - (5.9
Impairment losses on assets held for
sale - - - - 8.€ 8.€
Gain on sale of asse (66.0) - 66.C (66.0) - 66.C
Gains on sales of building - - - - (1.8 (1.8
Other, net (0.€) (0.€) - (1.2) (2.0) (0.8)
Other income, net $ (96.2) $ (32.)) $ 64.1 $ (130.9) $ (69.9) $ 61.1
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Other income, net, increased $64.1 million forttimee months ended December 31, 2011 as compatled tree months ended December
31, 2010. This increase was due to a gain of $&@l®n pertaining to the sale of assets relatedghts and obligations to resell a third-party
expense management platform during the three mamtthsd December 31, 2011. Such increase wasllyasfizet by the net activity relate

to our available-for-sale securities, includinglicesd gains, realized losses and impairment losskigh together resulted in a decrease in
other income, net of $1.2 million, and a decreadeterest income on corporate funds of $0.7 millituring the three months ended
December 31, 2011 as compared to the three montlesiddecember 31, 2010. The decrease in interastie on corporate funds resulted
from lower average interest rates from 2.8% forttiiee months ended December 31, 2010 to 2.2%éothree months ended December 31,
2011, partially offset by increasing average dadyporate funds which increased from $4.0 billionthe three months ended December 31,
2010 to $4.8 billion for the three months endeddeliser 31, 2011.

Other income, net, increased $61.1 million fordshemonths ended December 31, 2011 as comparée &ix months ended December 31,
2010. This increase was due to a gain of $66.0omipertaining to the sale of assets relatedgbts and obligations to resell a third-party
expense management platform during the six monttleceDecember 31, 2011. Such increase was ppuifdlet by the net activity related
our available-for-sale securities, including readimains, realized losses and impairment lossdashwigether resulted in a decrease in other
income, net of $9.0 million, and a decrease inre@gkincome on corporate funds of $1.9 million dgrihe six months ended December 31,
2011 as compared to the six months ended Decemb@030. The decrease in interest income on catpdunds resulted from lower
average interest rates from 2.8% for the six moatited December 31, 2010 to 2.3% for the six mostlded December 31, 2011, partially
offset by increasing average daily corporate funbieh increased from $4.1 billion for the six mosigtnded December 31, 2010 to $4.9
billion for the six months ended December 31, 20liladdition, during the six months ended Decen®ier2010, we recorded an impairm
loss on assets held for sale of $8.6 million agdia on the sale of buildings of $1.8 million.

Earnings before Income Taxes

Earnings before income taxes increased $95.1 mjlbo 20%, from $484.6 million for the three monémled December 31, 2010, to $579.7
million for the three months ended December 31 12fde to the increase in revenues and the gaialerofassets, partially offset by the
increase in total expenses, all of which were dised above. Overall margin increased approxima@Wybasis points for the three months
ended December 31, 2011 and includes approxima&lybasis points of margin contribution relatethi gain on the sale of assets and
approximately 30 basis points of margin decreats#atable to acquisitions.

Earnings before income taxes increased $118.0omjlbr 13%, from $921.0 million for the six mon#rsded December 31, 2010, to $1,039.0
million for the six months ended December 31, 20dé to the increase in revenues and the gain erpfalssets, partially offset by the
increase in expenses, all of which were discusbedea Overall margin increased approximately Sldpoints for the six months ended
December 31, 2011 and includes approximately 13&kpints of margin contribution related to théngan the sale of assets and
approximately 20 basis points of margin decreats#atable to acquisitions.

Provision for Income Taxes

The effective tax rate for the three months endeddinber 31, 2011 and 2010 was 35.3% and 36.0%gatésgly. The decrease in the
effective tax rate was related to the availabitifforeign tax credits and a favorable mix of eags between jurisdictions.
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The effective tax rate for the six months endeddbawer 31, 2011 and 2010 was 34.8% and 36.1%, ridsglgc The decrease in the effect
tax rate was related to the availability of foretgw credits, the expiration of certain statutefiroitation, the final resolution of certain tax
matters, and a favorable mix of earnings betwegsdictions.

Net Earnings and Diluted Earnings per Share

Net earnings increased $64.9 million, or 21%, t@38 million for the three months ended Decembe2811 as compared to $310.1 milli
for the three months ended December 31, 2010 ahadied the effect of an after-tax gain on the shlassets of $41.2 million. Diluted
earnings per share increased 23% to $0.76 fohtlee imonths ended December 31, 2011 as compa$€dad for the three months ended
December 31, 2010. The increase in diluted easnieyg share for the three months ended Decemb@021, reflects the increase in net
earnings and the impact of fewer shares outstararagresult of the repurchase of approximatelyélibon shares during the six months
ended December 31, 2011 and the repurchase ofriiliéh shares in the fiscal year ended June 3@120

Net earnings increased $89.1 million, or 15%, t@d%®8 million for the six months ended DecemberZl,1 as compared to $588.6 milli

for the six months ended December 31, 2010 anddesl an after-tax gain on the sale of assets a2%4lillion. Diluted earnings per share
increased 16% to $1.38 for the six months endecDber 31, 2011 as compared to $1.19 for the siximended December 31, 2010. The
increase in diluted earnings per share for thergirths ended December 31, 2011 reflects the inglieaset earnings and the impact of fewer
shares outstanding as a result of the repurchasgpobximately 6.2 million shares during the sixmis ended December 31, 2011 and the
repurchase of 14.2 million shares in the fiscaryraled June 30, 2011.

The following table reconciles our results for theee and six months ended December 31, 2011 tstad; results that exclude the sale of
assets related to rights and obligations to restilrd-party expense management platform. Wecasain adjusted results, among other
measures, to evaluate our operating performantteiabsence of certain items and for planning anechsting of future periods. We believe
that the adjusted results provide relevant andulggformation for investors because it allows istgs to view performance in a manner
similar to the method used by us and improves bilityato understand our operating performancenc8iadjusted earnings and adjusted
diluted EPS are not measures of performance caébtlla accordance with U.S. GAAP, they should retbnsidered in isolation of, or as a
substitute for, earnings and diluted EPS and thay not be comparable to similarly titled measurapleyed by other companies.

Although we have presented our results for theetlared six months ended December 31, 2011 adjustexttude the gain on the sale of
assets discussed above, we do not expect thisfsassets to have a material impact on the restitisir future operations. For the remainder
of fiscal 2012, we would have expected to realizeraximately $0.02 in diluted EPS related to tlyhts and obligations to resell the third-
party expense management platform.

32




Three months ended December 31, 2

Earnings
before incom  Provision for
taxes income taxe:  Net earnings  Diluted EPS
As Reportec $ 579.1 $ 2047 $ 375.C $ 0.7¢€
Less Adjustment
Gain on sale of asse 66.C 24.¢ 41.2 0.0¢
As Adjusted $ 513.7 $ 179.¢ § 333t $ 0.6¢

Six months ended December 31, 2!

Earnings
before incom  Provision for
taxes income taxe:  Net earnings  Diluted EPS
As Reportec $ 1,039.C $ 3612 $ 677.1 $ 1.3¢
Less Adjustment
Gain on sale of asse 66.C 24.¢ 41.2 0.0¢
As Adjusted $ 973.( $ 336.t $ 636.f $ 1.2¢

Net earnings, as adjusted, increased $23.7 milio8% to $333.8 million, for the three months esh@ecember 31, 2011, from $31!

million, as reported, for the three months endedeb®ber 31, 2010, and the related diluted earniegsipare, as adjusted, increased 10%, to
$0.68 for the three months ended December 31, 20hé&.increase in diluted earnings per share, jastd, for the three months ended
December 31, 2011 reflects the impact of fewereshautstanding due to the repurchase of approxiyn@t million shares during the six
months ended December 31, 2011 and the repurchage2omillion shares in the fiscal year ended J8deg2011.

Net earnings, as adjusted, increased $47.9 milinB8% to $636.5 million, for the six months end®ecember 31, 2011, from $588.6 millic

as reported, for the six months ended Decembe2@®0, and the related diluted earnings per sharadpisted, increased 8%, to $1.29 for the
six months ended December 31, 2011. The increediduied earnings per share, as adjusted, fosithmonths ended December 31, 2011
reflects the impact of fewer shares outstandingtduke repurchase of approximately 6.2 millionrslsaduring the six months ended
December 31, 2011 and the repurchase of 14.2 malares in the fiscal year ended June 30, 2011.




Analysis of Reportable Segments

Revenue!

Three Months Ende
December 31

Six Months Ende
December 31

2011 2010 $ Change % Change 2011 2010 $ Change % Change

Employer Service $ 1,827..$% 1,707. $ 119« 7% $ 3577.tL$% 3,306 $ 271( 8%
PEO Service 413.¢ 358.2 55.€ 16% 814.¢ 699.t 114.¢ 16%
Dealer Service 412.¢ 386.( 26.€ 7% 820.¢ 732.2 88.2 12%
Other 14 3.1 (1.7) 4.1 6.5 (2.9)
Reconciling items

Foreign exchang (24.€ (12.6) (2.3 (5.2 (45.2) 40.C

Client fund interest (57.0) (36.2) (20.§) (105.%) (64.3) (41.4)
Total $ 2583.(% 2405 $ 177.3 7% $ 5105t % 4,635. $ 470.: 10%

Earnings before Income Tax
Three Months Ende Six Months Ende
December 31 December 31
2011 2010 $ Change % Change 2011 2010 $ Change % Change

Employer Service $ 447.0(% 4380 $ 9.C 2% $ 857.(% 8202 $ 36.€ 4%
PEO Service 42.4 35.¢ 6.5 18% 78.¢ 64.C 14.¢ 23%
Dealer Service 70.t 57.t 13.C 23% 133.¢ 107.2 26.4 25%
Other 47.C (35.2) 82.2 13.¢ (53.7) 67.€
Reconciling items

Foreign exchang - (4.5 4.t 0.7 (7.7) 8.4

Client fund interes (57.0 (36.2) (20.¢) (205.%) (64.9) (41.9

Cost of capital charge 29.¢ 9.1 0.7 60.¢€ 55.1 5.5
Total $ 579.7 $ 484¢ $ 95.1 20% $ 1,039.( % 921.C $ 118.( 13%

The prior year's reportable segment revenues amihga before income taxes have been adjustedleztepdated fiscal 2012 budgeted
foreign exchange rates. This adjustment is madmémagement purposes so that the reportable ségjmmrenues are presented on a
consistent basis without the impact of changesiieiin currency exchange rates. This adjustmemtégonciling item to revenues and
earnings before income taxes and is eliminate@isalidation.

Certain revenues and expenses are charged topibealele segments at a standard rate for manageessuns. Other costs are charged to
the reportable segments based on management nséisitity for the applicable costs. The primarymguonents of the “Other” segment are
the results of operations of ADP Indemnity (a wiradlvned captive insurance company that providekerst compensation and employer’s
liability deductible reimbursement insurance pratetfor PEO Services worksite employees), non-néeg gains and losses, miscellaneous
processing services, such as customer financingadions, and certain expenses that have notdiegged to the reportable segments, such
as stock-based compensation expense.

In addition, the reconciling items include an atfjusnt for the difference between actual interesbine earned on invested funds helc
clients and interest credited to Employer Servieed PEO Services at a standard rate of 4.5%. dilgsation is made for managem
reasons so that the reportable segmeaeslts are presented on a consistent basis witheuimpact of fluctuations in interest rates. s
allocation is a reconciling item to our reportabdgments’ revenues and earnings before income #axkis eliminated in consolidation.
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Finally, the reportable segments’ results alsoudela cost of capital charge related to the fundiracquisitions and other investments. This
charge is a reconciling item to earnings beforeine taxes and is eliminated in consolidation.

Employer Services
Revenues

Employer Services' revenues increased $119.9 mjlbo 7%, to $1,827.1 million for the three mongmsled December 31, 2011 as compared
to the three months ended December 31, 2010. Resdor our Employer Services business would haseased approximately 5% withc
the impact of acquisitions. Revenues increasedalnew business started during the second quantarnew business sales growth, an
increase in the number of employees on our cligrggtolls, and the impact of price increases. Ba&ysontrol, which represents the number
of employees on our clients' payrolls as measuneal same-store-sales basis utilizing a represeatsiibset of payrolls ranging from small to
large businesses that are reflective of a broagerafiU.S. geographic regions, increased 2.8%hithree months ended December 31,
2011.

Employer Services' revenues increased $271.0 mjlbo 8%, to $3,577.5 million for the six monthgled December 31, 2011 as compare
the six months ended December 31, 2010. Revepuesif Employer Services business would have isg@approximately 6% without the
impact of acquisitions. Revenues increased duewbusiness started during the first six montosifnew business sales growth, an incr
in the number of employees on our clients’ payraltsd the impact of price increases. Pays peraiomthich represents the number of
employees on our clients' payrolls as measuredsame-store-sales basis utilizing a representatilsset of payrolls ranging from small to
large businesses that are reflective of a broagerafiU.S. geographic regions, increased 2.8%h®istx months ended December 31, 2011.

Earnings before Income Taxes

Employer Services’ earnings before income taxeeased $9.0 million, or 2%, to $447.0 million foetthree months ended December 31,
2011 as compared to the three months ended Dec&hp2010. The increase was due to the increasvanues of $119.9 million discus:
above, which was partially offset by an increasexpenses of $110.9 million. In addition to arr@ase in expenses related to increased
revenues, expenses increased for the three maomdlesl ®ecember 31, 2011 due to increases in saleseavice headcount over the same
period prior year levels coupled with the effedteicquisitions. Overall margin decreased approxéyal20 basis points from 25.7% to
24.5% for the three months ended December 31, 88tbmpared to the three months ended Decemb203Q, with approximately 80 ba:
points of margin decline attributable to acquisito

Employer Services’ earnings before income taxeeased $36.6 million, or 4%, to $857.0 million fbe six months ended December 31,
2011 as compared to the six months ended Decemb@030. The increase was due to the increassvenues of $271.0 million discussed
above, which was partially offset by an increasexpenses of $234.4 million. In addition to arr@ase in expenses related to increased
revenues, expenses increased for the six montlesidbeicember 31, 2011 due to increases in saleseamide headcount over the same pe
prior year levels coupled with the effects of asgfions. Overall margin decreased approximatelp&sis points from 24.8% to 24.0% for
six months ended December 31, 2011 as comparée &ix months ended December 31, 2010, with apprately 70 basis points of margin
decline attributable to acquisitions.
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PEO Services
Revenues

PEO Services' revenues increased $55.6 milliotét, to $413.8 million for the three months ended@&nber 31, 2011, as compared to the
three months ended December 31, 2010, due to ari@&ase in the average number of worksite empkydée increase in the average
number of worksite employees as compared to tloe peiar was due to an increase in the number ofdliewts and growth in our existing
clients. Revenues associated with benefits coeeragrkers' compensation coverage, and state uegmpht taxes for worksite employees
that were billed to our clients increased $44.68ionildue to the increase in the average numberooksite employees as well as increases in
health care costs. Administrative revenues, whigiiesent the fees for our services and are billesttd upon a percentage of wages relat
worksite employees, increased $9.7 million, or 1886the three months ended December 31, 2011tadihes increase in the average number
of worksite employees.

PEO Services' revenues increased $114.9 millioh6&s, to $814.4 million for the six months ended:@wber 31, 2011, as compared to the
six months ended December 31, 2010, due to a 18fédee in the average number of worksite employ&hs.increase in the average
number of worksite employees as compared to thoe pear was due to an increase in the number ofaliewts and growth in our existing
clients. Revenues associated with benefits coeeragrkers' compensation coverage, and state uegmpht taxes for worksite employees
that were billed to our clients increased $92.3ionildue to the increase in the average numberooksite employees as well as increases in
health care costs. Administrative revenues, whégiiesent the fees for our services and are billesgd upon a percentage of wages relat
worksite employees, increased $19.3 million, or 1&¥bthe six months ended December 31, 2011, dltieetincrease in the average number
of worksite employees.

Earnings before Income Taxes

PEO Services’ earnings before income taxes incce®8& million, or 18%, to $42.4 million for theré® months ended December 31, 2011,
as compared to the three months ended Decemb2038Q@, Earnings before income taxes increasedalgmtvth in earnings related to the
increase in the average number of worksite empkyé€e/erall margin increased approximately 20 basists to 10.2% for the three months
ended December 31, 2011 from 10.0% for the threstinscended December 31, 2010, resulting from aghiglierage number of worksite
employees.

PEO Servicesearnings before income taxes increased $14.9 miltio23%, to $78.9 million for the six months edd@cember 31, 2011,
compared to the six months ended December 31, 2Bafhings before income taxes increased due totgrio earnings related to the
increase in the average number of worksite empky€everall margin increased approximately 60 bpsists to 9.7% for the six months
ended December 31, 2011 from 9.1% for the six moatided December 31, 2010 resulting from a higherage number of worksite
employees.

Dealer Services
Revenues
Dealer Services' revenues increased $26.6 mikioi%, to $412.6 million for the three months enBe&tember 31, 2011 as compared to the

three months ended December 31, 2010. Revenuesagad due to new clients, improved client retantjpowth in our key products, and-
impact of price increases during the three montided December 31, 2011, as compared to the thrathmended
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December 31, 2010. The growth in our key prodintitided increased users of our Front Office Sohgj including our customer
relationship management (“CRM”") solutions, growtthiosted IP telephony, as well as an increaseesiitareport and vehicle registration
transaction revenues and increased activity intBligflarketing Solutions.

Dealer Services' revenues increased $88.2 milind2%, to $820.4 million for the six months end@tember 31, 2011 as compared to the
six months ended December 31, 2010. Dealer Saragicguisitions made over the prior twelve monthapuiding Cobalt, increased revenues
$42.9 million for the six months ended December2,1 as compared to the six months ended Dece®db@010. Revenues for our Dealer
Services business would have increased approxiynéélfor the six months ended December 31, 201Hownitthe impact of

acquisitions. Revenues without acquisitions inseele$45.3 million due to new clients, improvedmieetention, and growth in our key
products during the six months ended December@®ll],2as compared to the six months ended Decemib@030. The growth in our key
products included increased users of our Frontt®f8olutions, including our CRM solutions, growthhiosted IP telephony as well as an
increase in credit report and vehicle registratransaction revenues and increased activity intBligflarketing Solutions.

Earnings before Income Taxes

Dealer Services' earnings before income taxesase$13.0 million, or 23%, to $70.5 million foetthree months ended December 31,
2011, as compared to the three months ended Dec&hpR010. The increase was due to the increassyénues of $26.6 million discussed
above and was partially offset by higher compensatbsts. Overall margin increased approximat@ly l2asis points from 14.9% to 17.1%
for the three months ended December 31, 2011, rapa®d to the three months ended December 31, @40i€h includes approximately 70
basis points of margin increase due to acquisit@ated costs incurred during the three monthseiember 31, 2010 related to our
acquisition of Cobalt in the prior year.

Dealer Services' earnings before income taxesase$26.4 million, or 25%, to $133.6 million fbetsix months ended December 31, 21
as compared to the six months ended December 20, ZOe increase was due to the increase in regesfuk88.2 million discussed above
and was partially offset by higher compensatiortsco©verall margin increased approximately 170sbasints from 14.6% to 16.3% for the
six months ended December 31, 2011, as compatéeé &x months ended December 31, 2010, whiduodes approximately 40 basis
points of margin decrease related to acquisitidnaaddition, overall margin increased approximati0 basis points due to acquisition-
related costs incurred during the six months emdectember 31, 2010 related to our acquisition ofdltdh the prior year.

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCE S

At December 31, 2011, cash and marketable secmitize $1,453.9 million, stockholders' equity wésl82.4 million, and the ratio of long-
term debt-to-equity was 0.4%. Working capital weffunds held for clients and client funds obligat was $1,270.3 million, as compared to
$1,252.2 million at June 30, 2011. The increasg pvanarily due to an increase in accrued expeasdother current liabilities together with
an increase in income taxes payable offset by dserein accrued payroll and payroll- related expeasd short-term deferred revenues.

Our principal sources of liquidity for operationg aerived from cash generated through operatindglaough corporate cash and market
securities on hand. We continued to generate pesitish flows from operations during the six momthded December 31, 2011, and we
approximately $1.5 billion of cash and marketaldeusities at December 31, 2011. We also havelitigyeo generate cash through our
financing arrangements under our U.S. short-termroercial paper program and our
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U.S. and Canadian short-term repurchase agreerteemset short-term funding requirements relatedignt funds obligations.

Net cash flows provided by operating activities ev8747.9 million for the six months ended Decen#igr2011, as compared to $64

million for the six months ended December 31, 20TIfe increase in net cash flows provided by opagatctivities was due to lower pension
plan contributions of $75.0 million and a favorablange in the net components of working capitféetd by a variance in the timing of tax-
related net cash payments of $62.1 million.

Net cash flows provided by investing activities &/&il,568.1 million for the six months ended Decan®de 2011, as compared to net ¢
flows used in investing activities of $6,138.1 moifl for the six months ended December 31, 201Ce riét change in cash provided by
investing activities is due to the timing of redsipnd disbursements of restricted cash and castagents held to satisfy client funds
obligations and a decrease of $412.3 million relatecash used for business acquisitions and aease of $52.9 million in cash receipts
related to the sale of property, plant and equigraed intangible assets.

Net cash flows used in financing activities were388.8 million for the six months ended December2®il1 as compared to net cash flc
provided by financing activities of $5,130.3 mitidor the six months ended December 31, 2010. ifdrease was due to the net change in
client funds obligations of $7,249.3 million asesult of the timing of cash received and paymeradanelated to client funds and an increase
in the cash used for repurchases of common stoekpichased approximately 6.2 million shares ofomunmon stock at an average price
per share of $47.99 during the six months endeegDeer 31, 2011 compared to purchases of 2.4 méli@mes at an average price per share
of $42.89 during the six months ended Decembe2B10. From time to time, the Company may repurelssires of its common stock

under its authorized share repurchase programs.Cbmpany considers several factors in determiwingn to execute share repurchases,
including, among other things, actual and potemtigjuisition activity, cash balances and cash flasssiances due to employee benefit plan
activity, and market conditions.

Our U.S. short-term funding requirements relateditnt funds are sometimes obtained through at¢bonm commercial paper program,
which provides for the issuance of up to $6.75djillin aggregate maturity value of commercial pa@ar commercial paper program is ra
A-1+ by Standard and Poor’s and Prime-1 by Moodykese ratings denote the highest quality comrakpeiper securities. Maturities of
commercial paper can range from overnight to upe# days. For the three months ended Decemb&031, and 2010, the Company’s
average borrowings were $3.3 billion and $2.3 dnillirespectively, at weighted average interessrat®.1% and 0.2%, respectively. For the
six months ended December 31, 2011 and 2010, thep&ay’s average borrowings were $3.2 billion an@$gllion, respectively, at
weighted average interest rates of 0.1% and 0.28pectively. The weighted average maturity ofGoenpany’s commercial paper during
each of the three months and six months ended Dmsredd, 2011 approximated two days. We have sgbaky borrowed through the use
of our commercial paper program on an as needdsd tmaseet short-term funding requirements relateclient funds obligations. At
December 31, 2011 and June 30, 2011 we had n@odisy obligations under our short-term commengéder program.

Our U.S. and Canadian short-term funding requirgmeziated to client funds obligations are sometimistained on a secured basis through
the use of reverse repurchase agreements, whidobaeeralized principally by government and gowveent agency securities. These
agreements generally have terms ranging from ogktno up to five business days. We have $2.0onilivailable to us on a committed basis
under these reverse repurchase agreements. Rbréeemonths ended December 31, 2011 and 201Cdimpany had average outstanding
balances under reverse repurchase agreements hb3fillion and $541.7 million, respectively, atigleted average interest
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rates of 0.7% and 0.5%, respectively. For thergixths ended December 31, 2011 and 2010, the Coniygahaverage outstanding balances
under reverse repurchase agreements of $384.2mdhd $575.3 million, respectively, at weightedrage interest rates of 0.5% and 0.4%,
respectively. We have successfully borrowed thrahghuse of reverse repurchase agreements onreseded basis to meet short-term
funding requirements related to client funds olilmyss. At December 31, 2011 and June 30, 2011 wienbabutstanding obligations under
reverse repurchase agreements.

We have a $2.0 billion, 364-day credit agreemettth wigroup of lenders that matures in June 2012dtition, we have a four-year $3.25
billion credit facility maturing in June 2015 thatntains an accordion feature under which the @ggeecommitment can be increased by
$500.0 million, subject to the availability of atldnal commitments. We also have an existing $illlb three-year credit facility that
matures in June 2013 that also contains an aceofdaiure under which the aggregate commitmenbeaincreased by $500.0 million,
subject to the availability of additional commitnt@nThe interest rate applicable to committed haeimgs is tied to LIBOR, the federal funds
effective rate, or the prime rate depending omittification provided by the Company to the syntiddfinancial institutions prior to
borrowing. The Company is also required to paylifadees on the credit agreements. The primagsusf the credit facilities are to provide
liquidity to the commercial paper program and fungdfor general corporate purposes, if necessarg.h&d no borrowings through December
31, 2011 under the credit agreements. We belieatenth currently meet all conditions set forth ie tievolving credit agreements to borrow
thereunder, and we are not aware of any conditivetswould prevent us from borrowing part or altlé $6.75 billion available to us under
the revolving credit agreements.

Our investment portfolio does not contain any abseked securities with underlying collateral dbgrime mortgages, alternative-A
mortgages, sub-prime auto loans or sub-prime hayuigyeloans, collateralized debt obligations, ctalized loan obligations, credit default
swaps, asset-backed commercial paper, deriva@ivesion rate securities, structured investmentalesior non-investment grade fixed-
income securities, other than those for which tbenBany had the intent to sell at December 31, 2@Lkthermore, we do not hold direct
investments in sovereign debt issued by Greedanleltaly, Portugal, or Spain. We own AAA ratgghior tranches of fixed rate credit card,
rate reduction, auto loan and other asset-backadises, secured predominately by prime collatesll collateral on asset-backed securities
is performing as expected. In addition, we owricedebt directly issued by Federal Home Loan BakRksleral Farm Credit Banks, Federal
Home Loan Mortgage Corporation ("Freddie Mac") &edleral National Mortgage Association ("Fannie Nla&Ve do not own subordinated
debt, preferred stock or common stock of any of¢tmgencies. We do own mortgage-backed securitiesh represent an undivided
beneficial ownership interest in a group or pooboé or more residential mortgages. These sezsigtie collateralized by the cash flows of
15-year and 30-year residential mortgages anduwargteed by Fannie Mae and Freddie Mac as tantledytpayment of principal and
interest. Our client funds investment strategstiactured to allow us to average our way througingerest rate cycle by laddering the
maturities of our investments out to five yearstfia case of the extended portfolio) and out toyears (in the case of the long

portfolio). This investment strategy is supporgdour short-term financing arrangements necedgsasgtisfy short-term funding
requirements relating to client funds obligations.

Capital expenditures for the six months ended Déegr@1, 2011 were $68.2 millionCapital expenditures for the fiscal year endingeJ8,
2012 are expected to be between $160.0 million$d:@®.0 million as compared to $184.8 million in fleeal year ended June 30, 2011.

In the normal course of business, we enter intdraots in which we make representations and waesthat relate to the performance of our
services and products. We do not expect any naatesses related to such representations and migasa
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Quantitative and Qualitative Disclosures about Marlet Risk

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

Our corporate investments are invested in caslttasll equivalents and highly liquid, investment-grathrketable securities. These assets
are available for repurchases of common stockréarsury and/or acquisitions, as well as other gatpmperating purposes. All of our short-
term and long-term fixed-income securities aresifeexl as available-for-sale securities.

Our client funds assets are invested with safefyriocipal, liquidity, and diversification as theipary goals. Consistent with those goals, we
also seek to maximize interest income and to mignthe volatility of interest income. Client funassets are invested in highly liquid,
investment-grade marketable securities, other thase for which the Company had the intent toaelbecember 31, 2011, with a maximum
maturity of 10 years at the time of purchase andeganarket securities and other cash equivaleht®ecember 31, 2011, approximately
92% of the available-for-sale securities categarag U.S. Treasury and direct obligations of Udegnment agencies were invested in
senior, unsecured, non-callable debt directly idduethe Federal Home Loan Banks, Federal FarmitBediks, Freddie Mac and Fannie
Mae.

We utilize a strategy by which we extend the méesiof our investment portfolio for funds held fdients and employ short-term financing
arrangements to satisfy our short-term funding irequents related to client funds obligations. ©lignt funds investment strategy is
structured to allow us to average our way througinterest rate cycle by laddering the maturitiesw investments out to five years (in the
case of the extended portfolio) and out to tenyéarthe case of the long portfolio). As parbaf client funds investment strategy, we use
the daily collection of funds from our clients tatisfy other unrelated client funds obligationshea than liquidating previously-collected
client funds that have already been invested itlahla-for-sale securities. We minimize the rigknot having funds collected from a client
available at the time such client’s obligation b®es due by impounding, in virtually all instancid® client’s funds in advance of the timing
of payment of such client’s obligation. As a résilthis practice, we have consistently maintaitiedirequired level of client funds assets to
satisfy all of our obligations.

There are inherent risks and uncertainties invghaar investment strategy relating to our cliemtds assets. Such risks include liquidity r
including the risk associated with our ability tguidate, if necessary, our available-&ate securities in a timely manner in order tosfatur
client funds obligations. However, our investmeares made with the safety of principal, liquidiand diversification as the primary goals to
minimize the risk of not having sufficient fundsdatisfy all of our client funds obligations. Weabelieve we have significantly reduced the
risk of not having sufficient funds to satisfy atlient funds obligations by consistently maintamarccess to other sources of liquidity,
including our corporate cash balances, availabteolongs under our $6.75 billion commercial papeygsam (rated A-1+ by Standard and
Poor’s and Prime-1 (P1) by Moody’s, the highestsfide credit rating), our ability to execute reverspurchase transactions ($2.0 billion of
which is available on a committed basis) and ab&ldorrowings under our $6.75 billion committedolying credit facilities. However, the
availability of financing during periods of econanturmoil, even to borrowers with the highest crediings, may limit our ability to access
shortterm debt markets to meet the liquidity needs aflusiness. In addition to liquidity risk, our Estments are subject to interest rate
and credit risk, as discussed below.
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We have established credit quality, maturity, axplosure limits for our investments. The minimutewkd credit rating at time of purchase
for corporate bonds is BBB and for asset-backedcanuimercial mortgage-backed securities is AAA, exder U.S. government agency
issued commercial mortgage-backed securities faclwine minimum allowed credit rating is AA. Thearimum maturity at time of
purchase for BBB rated securities is 5 years, ifugle A rated securities is 7 years, and for Afedaand AAA rated securities is 10

years. Commercial paper must be rated A1/P1 andinfie deposits, banks must h¢ a Financial Strength Rating of C or better.

Details regarding our overall investment portfaie as follows:

Three Months Ende Six Months Ende:
December 31 December 31
2011 2010 2011 2010
Average investment balances at ¢
Corporate investmen $ 4838.. $ 4,047 $ 4850.. $ 4,116.¢
Funds held for clients 15,558. 14,658.! 15,366.: 14,236.!
Total $ 20,397.. $ 18,705! $ 20,216.. $ 18,353.!
Average interest rates earr
exclusive of realized gains/(losses)
Corporate investmen 2.2% 2.8% 2.2% 2.&8%
Funds held for client 3.C% 3.5% 3.1% 3.€%
Total 2.8% 3.4% 2.5% 3.4%
Realized gains on availal-for-sale securitie $ 14¢ % 54 $ 19.1 % 17.€
Realized losses on available-for-sale securities (6.€) (1.9 (6.9 (2.2)
Net realized gains on availa-for-sale securities $ 82 $ 3€ $ 122§ 15.4
December
31, June 30
2011 2011
Net unrealized p-tax gains or
availabl«-for-sale securitie $ 685.1 $ 570.¢
Total availabl-for-sale securities at fair val $ 17,149. $ 16,927

We are exposed to interest rate risk in relatiogetturities that mature, as the proceeds from ingtsecurities are reinvested. Factors that
influence the earnings impact of the interest ch@nges include, among others, the amount of iaddsids and the overall portfolio mix
between short-term and long-term investments. iisvaries during the fiscal year and is impadigdiaily interest rate changes. The
annualized interest rates earned on our entiréghiortlecreased 60 basis points, from 3.4% fortkinee months ended December 31, 2010 to
2.8% for the three months ended December 31, 208d Hacreased 50 basis points, from 3.4% for thensinths ended December 31, 2010 to
2.9% for the six months ended December 31, 201hypdthetical change in both short-term interettsde.g., overnight interest rates or the
federal funds rate) and intermediate-term interasts of 25 basis points applied to the estimatedage investment balances and any related
short-term borrowings would result in approximatel$10 million impact to earnings before incomestamver the ensuing twelve-month
period ending December 31, 2012. A hypotheticahge in only short-term interest rates of 25 bpsiats applied to the estimated average
short-term investment balances and any related-##wn borrowings would result in approximatelyillion impact to earnings before
income taxes over the ensuing twelve-month penwling December 31, 2012.

We are exposed to credit risk in connection with aailable-for-sale securities through the possibbility of the borrowers to meet the

terms of the securities. All available-for-salewsgties for which we do not have the intent td aeDecember 31, 2011 were rated as
investment grade. Approximately
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87% of our available-for-sale securities held a A&WAA rating at December 31, 2011. In additior imit amounts that can be invested in
any security other than U.S. and Canadian goverhorggovernment agency securities.

We operate and transact business in various fojerggtictions and are therefore exposed to maikktfrom changes in foreign currency
exchange rates that could impact our consolidasdlts of operations, financial position or castwB. We manage our exposure to these
market risks through our regular operating andrfaiiag activities and, when deemed appropriate uindhe use of derivative financial
instruments. We use derivative financial instrutaers risk management tools and not for tradingqaes.

We had no derivative financial instruments outstagét December 31, 2011 or June 30, 2011.
New Accounting Pronouncements

In April 2011, the Financial Accounting Standardsal (“FASB”) issued Accounting Standards Upda#eSQ”) 2011-03, “Transfers and
Servicing (Topic 860): Reconsideration of Effecti@entrol for Repurchase Agreements.” ASU 2011-@8ses the criteria for assessing
effective control for repurchase agreements andratbreements that both entitle and obligate afeaor to repurchase or redeem financial
assets before their maturity. The determinatiowloéther the transfer of a financial asset subjeettepurchase agreement is a sale is based,
in part, on whether the entity maintains effecttemtrol over the financial asset. ASU 2011-03 reesofrom the assessment of effective
control: the criterion requiring the transferothi@ve the ability to repurchase or redeem the filghasset on substantially the agreed terms,
even in the event of default by the transferee,thadelated requirement to demonstrate that tresferor possesses adequate collateral to
fund substantially all the cost of purchasing reptaent financial assets. ASU 2011-03 is effedtivehe first interim or annual period
beginning on or after December 15, 2011. The adopif ASU 2011-03 will not have an impact on ounsalidated results of operations,
financial condition, or cash flows.

In May 2011, the FASB issued ASU 2011-04, “FairiaMeasurement (Topic 820): Amendments to Achiesa@on Fair Value
Measurement and Disclosure Requirements in U.S. BAAd IFRSs.” ASU 2011-04 requires expansion ofitkelosures required for “level
3” measurements and provides updates to the existeasurement guidance. ASU 2011-04 is effectivéiscal years and interim periods
beginning after December 15, 2011. The adoptioAS3 2011-04 will not have an impact on our consatiidl results of operations, financial
condition, or cash flows.

In June 2011, the FASB issued ASU 2011-05, “Comgmsive Income (Topic 220): Presentation of Comprsive Income.” ASU 2011-05
requires entities to present net income and othepcehensive income in either a single continudaiement or in two separate, but
consecutive, statements of net income and othepmnsive income. ASU 2011-05 is effective focdisyears beginning after December
15, 2011. The adoption of ASU 2011-05 will not haveimpact on our consolidated results of operatifinancial condition, or cash flows.

In September 2011, the FASB issued ASU 2011-08afigibles—Goodwill and Other (Topic 350): Testingd@will for Impairment”. ASU
2011-08 amends the guidance in ASC 350-20 on tegtiodwill for impairment. ASU 2011-08 permits emtity to first perform a qualitative
assessment to determine whether it is more likedy ot that the fair value of a reporting unitiss than its carrying value. If it is concluded
that the fair value of a reporting unit is lessrtlits carrying value based upon the qualitativesssent, it is necessary to perform the
currently prescribed two-step goodwill impairmegdtt ASU 2011-08 does not change how goodwill isutated or assigned to reporting
units, nor does it revise the requirement to tesdgvill annually for impairment. ASU 2011-08 idegtive for annual and interim goodwill
impairment tests performed for fiscal years begigrafter
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December 15, 2011 and early adoption is permittbd.adoption of ASU 2011-08 will not have an impactour consolidated results of
operations, financial condition, or cash flows.

Item 3. Quantitative and Qualitative Disclosures Adout Market Risk.

The information called for by this item is providedder the caption "Quantitative and Qualitativedldsures about Market Risk" under Item
2 — Management's Discussion and Analysis of Firei@obndition and Results of Operations.

Item 4. Controls and Procedures

The Company carried out an evaluation, under tperstision and with the participation of the Companganagement, including its Chief
Executive Officer and Chief Financial Officer, tieteffectiveness of the Company's disclosure ctanamd procedures, as defined in Rules
13a-15(e) and 15d-15(e) of the Securities Excha@mg®f 1934 (the "evaluation™). Disclosure consraind procedures include, without
limitation, controls and procedures designed taienthat information required to be disclosed iy @ompany in the reports that it files or
submits under the Securities Exchange Act of 183tcumulated and communicated to the Company'ageament, including its Chief
Executive Officer and Chief Financial Officer, agrpons performing similar functions, as appropriatallow timely decisions regarding
required disclosure. Based on the evaluationCitapany's Chief Executive Officer and Chief FinahCfficer have concluded that the
Company's disclosure controls and procedures wgetige as of December 31, 2011 in ensuring thahformation required to be disclosed
by the Company in reports that it files or subraitsler the Securities Exchange Act of 1934 is actat®edi and communicated to the
Company's management, including its Chief Execuificer and Chief Financial Officer, to allow tityedecisions regarding required
disclosure and (ii) such information is recordemcessed, summarized and reported within the tiem®gs specified in Securities and
Exchange Commission's rules and forms.

There were no changes in the Company's internatalasver financial reporting that occurred durihg three and six months ended
December 31, 2011 that have materially affectedrereasonably likely to materially affect, then@gany's internal control over financial
reporting.

PART Il. OTHER INFORMATION

Except as noted below, all other items are eithapplicable or would result in negative responses therefore, have been omitted.

Item 1. Legal Proceedings.

In the normal course of business, the Companylifestito various claims and litigation. While thetcome of any litigation is inherently
unpredictable, the Company believes it has valfdriges with respect to the legal matters pendimagnagit and the Company believes thai
ultimate resolution of these matters will not havenaterial adverse impact on its financial conditie@sults of operations or cash flows.

Item 1A. Risk Factors.

There have been no material changes in our rigkrfadisclosed in Part 1, Item 1A, of our AnnuapBe on Form 10-K for the fiscal year
ended June 30, 2011.
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Item 2. Unregistered Sales of Equity Securities ahUse of Proceeds.

Issuer Purchases of Equity Securities

Total Numbe Maximum
of Number
Shares
Purchase! of Shares the
as Part of the  may yet be
Purchased
Publicly under
the Common
Total Numbe Average Pric  Announcec Stock
Common
of Shares Paid pet Stock Repurchas
Repurchase
Period Purchased (1 Share Plan (2) Plan (2)
October 1, 201
to October 31, 201 665,000 $ 50.41 665,00( 43,549,45
November 1, 201
to November 30, 201 14293 $ 49.82 108,10( 43,441,35
December 1, 201
to December 31, 2011 105,07¢ ¢ 52.5¢ 105,00( 43,336,35
Total 913,01¢ 878,10(

(1) During the three months ended December 311 28drsuant to the terms of the Company's restristeck program, the Company made
repurchases of 34,916 shares during November andrilger 2011 at the then market value of the sham@@nnection with the exercise by
employees of their option under such program tisfyatertain tax withholding requirements througke tlielivery of shares to the Company
instead of cash.

(2) The Company received the Board of Directgpgraval to repurchase shares of our common stotddlasys:

Date of Approval Shares
March 2001 50 million
November 200: 35 million
November 200! 50 million
August 200¢ 50 million
August 2008 50 million
June 201: 35 million

There is no expiration date for the common stogkirehase plan.
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Iltem 6. Exhibits.

Exhibit Number
10.1

10.2
10.21
311

31.2

32.1

32.2

101.INS

101.SCH
101.CAL
101.LAB
101.PRE

101.DEF

Exhibit

Separation Agreement and General Release, dateehiNmr 14, 2011, by and between Gary C. Butler and
Automatic Data Processing, Inc. — incorporateddigrence to Exhibit 10.1 to the Compan€urrent Report ¢
Form ¢-K dated November 14, 20:

Letter Agreement, dated as of December 141 Atdtween Automatic Data Processing, Inc., antb€ar
Rodriguez (Management Contract) — incorporatecdeligrence to Exhibit 10.1 to the Company’s Curregpétt
on Form &K dated December 14, 20.

Non-Employee Director Compensation Summary S

Certification by Carlos A. Rodriguez pursuemRule 13a-14(a) of the Securities Exchange Ad984
Certification by Christopher R. Reidy purstianRule 13a-14(a) of the Securities Exchangechdi934

Certification by Carlos A. Rodriguez pursueni8 U.S.C. Section 1350, as adopted pursugseetion 906 of
the Sarbanes-Oxley Act of 2002

Certification by Christopher R. Reidy purstuanl8 U.S.C. Section 1350, as adopted pursuadéttion 906 of
the Sarbanes-Oxley Act of 2002

XBRL instance document

XBRL taxonomy extension schema document

XBRL taxonomy extension calculation linldgadocument
XBRL taxonomy label linkbase document

XBRL taxonomy extension presentation lagddocument

XBRL taxonomy extension definition linkleadocument

SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

Date: February 7, 2012

AUTOMATIC DATA PROCESSING, INC
(Registrant’

[s/ Christopher R. Reidy
Christopher R. Reid

Chief Financial Officer
(Title)
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Exhibit 10.21

Non-employee Director Compensation

Annual Retainer: +  $125,000 ($220,000 for the chairman of the bqogald in the form of deferred stock units; and

»  $80,000 ($140,000 for the chairman of the boardid n cash, deferred or paid in the form of defe
stock units, at the option of the director

Attendance fees — Board $2,000 in cash, per meeting, beginning with tiiengeeting of the fiscal year
meetings

Attendance fees — Committee$1,500 in cash, per meeting, beginning with tifengeeting of the fiscal year
meetings

Chairperson fees: . $15,000 in cash, for audit committee

»  $10,000 in cash, for compensation committee amdimating/corporate governance committee










EXHIBIT 31.1
Certification Pursuant to Rule 13a-14(a) of the Serities Exchange Act of 1934
I, Carlos A. Rodriguez, certify that:
1. | have reviewed this quarterly report on Forn-Q of Automatic Data Processing, In

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omittie a material fact necessar
make the statements made, in light of the circuntgts. under which such statements were made, ni#adisg with respect to the per
covered by this repor

3. Based on my knowledge, the financial statementd, aiher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrant's other certifying officer(s) andrke responsible for establishing and maintainirggldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢k)) and internal control over financial repagtifas defined in Exchange Act R
13e15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedures tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahoigorting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in atmare with generally accepted accounting princij

(c) Evaluated the effectiveness of the registrant'slassire controls and procedures and presentedisiréport our conclusiol
about the effectiveness of the disclosure contints procedures, as of the end of the period covgyetis report based on st
evaluation; an

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting theeicurred during the registrai
most recent fiscal quarter (the registrant's fofigbal quarter in the case of an annual repod) ttas materially affected, or
reasonably likely to materially affect, the regasit's internal control over financial reportingp:

5. The registrant's other certifying officer(s) anéhdve disclosed, based on our most recent evaluafionternal control over financi
reporting, to the registrant's auditors and thetazaimmittee of the registrant's board of direct@s persons performing the equival
functions):

(a) All significant deficiencies and material weaknesgethe design or operation of internal controémofinancial reporting whic
are reasonably likely to adversely affect the regig's ability to record, process, summarize @&pdrt financial information; ar

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the registran
internal control over financial reportin

Date: February 7, 2012 /sl Carlos A. Rodriguez
Carlos A. Rodriguez
President and Chief ExaeuOfficer










EXHIBIT 31.2
Certification Pursuant to Rule 13a-14(a) of the Serities Exchange Act of 1934
I, Christopher R. Reidy, certify that:
1. | have reviewed this quarterly report on Forn-Q of Automatic Data Processing, In

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omittie a material fact necessar
make the statements made, in light of the circuntgts. under which such statements were made, ni#adisg with respect to the per
covered by this repor

3. Based on my knowledge, the financial statementd, aiher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrant's other certifying officer(s) andrke responsible for establishing and maintainirggldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢k)) and internal control over financial repagtifas defined in Exchange Act R
13e15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedures tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahoigorting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in atmare with generally accepted accounting princij

(c) Evaluated the effectiveness of the registrant'slassire controls and procedures and presentedisiréport our conclusiol
about the effectiveness of the disclosure contints procedures, as of the end of the period covgyetis report based on st
evaluation; an

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting theeicurred during the registrai
most recent fiscal quarter (the registrant's fofigbal quarter in the case of an annual repod) ttas materially affected, or
reasonably likely to materially affect, the regasit's internal control over financial reportingp:

5. The registrant's other certifying officer(s) anéhdve disclosed, based on our most recent evaluafionternal control over financi
reporting, to the registrant's auditors and thetazaimmittee of the registrant's board of direct@s persons performing the equival
functions):

(a) All significant deficiencies and material weaknesgethe design or operation of internal controémofinancial reporting whic
are reasonably likely to adversely affect the regig's ability to record, process, summarize @&pdrt financial information; ar

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the registran
internal control over financial reportin

Date: February 7, 2012 /sl Christopher R. Reidy
Christopher R. Reidy
Chief Financial Officer










EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
CERTIFICATION PURSUANT TC
18 U.S.C. SECTION 135!
AS ADOPTED PURSUANT TC
SECTION 906 OF THE SARBANE-OXLEY ACT OF 2002

In connection with the Quarterly Report of AutonadBiata Processing, Inc. (the "Company") on Forn@Qlfor the fiscal quarter
ended December 31, 2011 as filed with the Secsidtiel Exchange Commission on the date hereof Rbport”), I, Carlos A. Rodriguez,

Chief Executive Officer of the Company, certify rpuant to 18 U.S.C. § 1350, as adopted pursugh®@s of the Sarbanes-Oxley Act of
2002, that:

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

(2) The information contained in the Reportlfapresents, in all material respects, the finanmadition and result of
operations of the Compan

/sl Carlos A. Rodriguez

Carlos A. Rodriguez

President and Chief Executive Officer
February 7, 2012










EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
CERTIFICATION PURSUANT TC
18 U.S.C. SECTION 135!
AS ADOPTED PURSUANT TC
SECTION 906 OF THE SARBANE-OXLEY ACT OF 2002

In connection with the Quarterly Report of AutonadBiata Processing, Inc. (the "Company") on Forn@Qlfor the fiscal quarter
ended December 31, 2011 as filed with the Secsrétiel Exchange Commission on the date hereof Rbpdrt”), I, Christopher R. Reidy,

Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. § 1350, as adopted pursugh®@s of the Sarbanes-Oxley Act of
2002, that:

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

(2) The information contained in the Reportlfapresents, in all material respects, the finanmadition and result of
operations of the Compan

[sl Christopher R. Reidy
Christopher R. Reidy
Chief Financial Officer
February 7, 2012







