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PART |

ITEM 1. BUSINESS

Automatic Data Processing, Inc., incorporated ifalyare in 1961, and its subsidiaries (collectivéADP") are engaged in the computing
services business. The following summary desci#i#R's activities.

INDUSTRY SEGMENT

All of ADP's computing services enable clients togess and/or distribute data (their own, ADP'#hat of third parties) and/or to
interactively access and utilize ADP and third palatabases and information, utilizing ADP's baiateractive and client site systems.

EMPLOYER SERVICES

ADP's Employer Services offers a comprehensiveaarfgayroll, payroll tax filing and reporting, ham resource (HR), benefits
administration, time and attendance, 401(k) receegikng, and unemployment compensation managemeitese These services are
provided to over 395,000 clients engaged in a watéety of businesses. In addition to its directketing, ADP has marketing relationships
with many banks and accountants whereby ADP offeiservices to their business clients.

Payroll and tax filing and reporting services coisgover 85% of Employer Services' revenue. Pagalices include the preparation of pay
checks and direct deposits (with major bank pash@long with supporting journals, summaries amhagement reports. ADP also supplies
the quarterly and annual social security, medicamé,federal, state and local income tax withh@d#ports required to be filed by employ
and employees. ADP's tax filing services procedsrfd, state and local payroll taxes on behalf DPAclients and remit such taxes to the
appropriate taxing authorities when due. As nevdpets evolve (such as new hire reporting, ADP cliglilservice direct deposit and wage
garnishment payment), the ADP Tax Filing centeal$® responsible for the efficient movement of fiadd information to third parties.

As market trends increasingly favor both outsowg@nd software as preferred payroll solutions, ADPayroll AnyWay" strategy presents
businesses of virtually every size and type anresite menu of outsourced and on-site payroll sohgj from turnkey service to client-site
software. Employers are segmented by size and exityplo effectively match their needs to produatsl service teams that will best meet
their expectations. Approximately 35% of Employengces' payroll and payroll tax filing serviceseaue during the past fiscal year was
attributable to its Emerging Business Services ¢fonpanies with less than 100 employees); apprdei;nd5% of such revenue was
attributable to Major Accounts (for companies witttween 100 and 999 employees) and approximatéty@&Guch revenue was attributable
to National Accounts (for companies with 1,000 @renemployees).

ADP's HR services, operating in conjunction wittliant's payroll database, provide comprehensiverdkeeping HR services, including
benefits administration and outsourcing, appli¢eattking, employee history and position controle Marious HR systems run on standalone
PC's, local or wide area networks or client/sesystems.
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Emerging Business Services processes payroll fomoapmately 300,000 clients. Major Accounts offarsobust line of best-of-breed payroll
and human resource solutions for medium-size comapanith full database and functional integrati@tvizeen payroll and HR. Many of the
world's largest corporations are ADP National Acusiclients. In many cases, ADP provides systentisols for clients' entire human
resource, payroll and benefits needs. For thosgaaias who choose to process these applicatiohstise, ADP delivers stand-alone
services such as tax filing, check printing andritigtion, year-end statements (W-2's), and bemefitministration.

The ADP Tax Filing Center, which supports all thnearket segments, electronically interfaces witard,000 tax agencies from the Internal
Revenue Service to local school districts. Over,@88 clients rely on tax filing to assure regulgtoompliance.

ADP's Electronic Services Division complements Emgpt Services' market segments with a product hdkaugments ADP's payroll and

HR services. Included in such product mix are 4pfg€kordkeeping and administrative services (nedptd defined benefit plans), flexible
spending, healthcare and other group benefits ptartsa comprehensive time and attendance systgninfiegrated into ADP's payroll
systems. ADP's unemployment compensation servidediants in managing and reducing unemploymesaiiance costs. Peachtree and One
Write software business applications are sold talkdlients through retail channels.

ADP's penetration of the benefits administratiomkabaccelerated with its acquisition of Health B##s America, a provider of health care
benefits design and communications programs, COB&Ainistration and other relevant services. ADPfinagy established itself as a
leading professional employer organization throitgT otalSource acquisition and positioned itselaggressively increase its presence in the
fast-expanding employee leasing industry.

The continued increase in multinational companie&es payroll and human resource management seevigiebal opportunity. This
development and a strong demand for outsourcingemBkirope a particularly attractive marketplacepleger Services already has 35,000
payroll and HR clients in Belgium, France, Germdtaly, the Netherlands, Spain, Switzerland anddh#&ed Kingdom. The core of ADP's
strength in the European market currently is inléinger company segment - those firms with 1,00hore employees. The goal is to expand
Employer Services to all major countries in Eurapd be the leading provider of outsourcing anditeservices for employer solutions in
market segments.

ADP has also become the largest provider of pagegitices to Canadian businesses with its recenhpses of the Royal Bank of Canada's
and Scotiabank's payroll businesses. ADP's recepligition of a Brazilian computing services comypgives it a strong initial position in tl
growing South American employer services marketplac

BROKERAGE SERVICES

ADP's Brokerage Services provides securities pgiegsreal-time market information, and investomeoounications services to the financial
services industry. ADP is the largest providerafigities processing services in North Americdidoal 1997, ADP processed approximately
20% of the retail equity transactions in the Uni&tdtes and Canada, handling an average of oved@¥fades per day. In the market
information sector, Brokerage Services supportsentivan 97,000 desktops in over 1,600 firms worléwi®DP provides shareholder
communication services, handling all shareholdeitings and proxy processing for shareholders wisesririties are left in "street name"
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in the custody of ADP's "nominee"” clients (prindipdrokerage firms and banks). In fiscal 1997, Ap®cessed over 285 million shareho
mailings for over 12,000 publicly-traded comparoaeshehalf of more than 800 brokerage firms and bamid 400 mutual fund families.
Shareholder ballots representing approximatelyHiion shares were electronically processed.

ADP provides front-office database, news, analgtid quotation services for the investment and bremecommunity through terminals
located on brokers' desks. ADP provides such seswitrough interactive work stations (utilizingecl-server architecture) for all active
equity securities, commodities, currencies, aner@dt rate futures. ADP also offers its internatlarients realime news processing syster
real-time fixed income, foreign exchange and mameyket information, and sophisticated analytics.

ADP provides back-office stock brokerage and relditgancial computing services such as trade pgiggscage management, stock loan
accounting, on-line inquiry and data collectionstfmio reporting, order matching and on-line tnagli All of these services are offered in the
United States and Canada. ADP's Wilco Systems'sS@&eses international trading and settlement systffer global multi-instrument,
multi-currency trading, settlement and accountieyises.

As part of its shareholder communication servi&tgeetLink is a quickly deliverable laser printdgtanative to expensive quarterly mailings
to shareholders. Proxy Edge is an electronic vatgmgice which dramatically improves voting effitéy and record keeping. PhoneVOTE
Services enable mutual fund shareholders to vete pnoxy over the telephone for same-day tabutatio

DEALER SERVICES

ADP's Dealer Services provides computing, datapaotéssional services to automobile and truck deaad manufacturers world-wide.
Over 18,000 dealers use ADP's on-site systems@mdhanications networks to manage every area o$ sald operations in the U.S.,
Canada, Europe, Mexico and Taiwan. ADP addres#@satdealership areas and offers software anfegeional services to improve
consumer loyalty, asset management, innovativentdolly, employee productivity training, manufactureations, business improvements
and real-time information access.

It offers clients a service solution which includ€3P computer hardware, licensed software, softwapport and hardware maintenance
services. Clients use ADP's systems to manageaheaunting, inventory, factory communications,extifling, leasing, sales and service
activities. ADP establishes and maintains commuiuina networks for its clients which allow interizet communications between
manufacturers and their respective dealers. Thasencinication networks are used for new vehicle inde status inquiry and warranty
claims, parts and vehicle locating, credit chegkhjcle repair estimating, vehicle registration amticle lienholder information.

ADP continues to automate the business processés filients through value-added products suchagerless parts cataloging, repair shop
pricing and scheduling, laser printing, and dathiaing and document storage.

Changes in customer expectations and manufactuegtsrements are modifying how the traditionalldeship conducts business. In respc
to these changes, ADP is providing consulting sesvio its dealer clients to help them reengingsir management processes. It also offers
solutions to help employee productivity and tragniand provides the tools and services necessamypimve dealership productivity and
profitability.
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CLAIMS SERVICES

ADP offers a broad line of claims information prothuto property and casualty insurance companiasys adjusters, repair shops and auto
parts recycling facilities in the United States &whada to help its clients accurately estimate damage, bodily injury and property claims.
The services include automated collision damagairgstimating for cars and trucks, vehicle valuaservices for total losses, and parts
locating and pricing services to auto insurers r@peirers to facilitate the claims settlement aadglocating processes. ADP provides
management information and vehicle damageabilityrapair cost statistics to insurance companiegmgmnent agencies and automobile
manufacturers. A pen-based, mobile auto estimatystem, using state-of-the-art technology and dcaphser interfaces, has won broad
market acceptance.

ADP provides, through its Integrated Medical Saln$ business, services that evaluate the apprepess of medical treatment and invoicing
for bodily injury claims arising from motor vehickecidents. The core product, Provider Bill AuiB@), is an expert system that performs
fee and utilization audits of medical provider dilhvolving soft tissue injury and that providesaimsurers with a consistent methodology
assessing the proper diagnoses and treatmentarhabtile-related injuries. The Injury Claims Evaloat product compliments the PBA
system with proprietary injury valuations, helpmgjusters to make fair and equitable settlementnwisual and customary costs are
disputed.

NATURE OF SERVICES PROVIDED

In each of Employer Services, Dealer Services,n®&abervices and most of Brokerage Services, ARP&cgs primarily involve the
processing and utilization of client and/or thiay data. In the front-office component of the B¥tage Services business, the primary
service takes the form of providing securities, owodities and currencies quotation data (which gapaovided by various exchanges) and
news to clients; this front-office component représ less than 10% of consolidated revenue.

Services to all industries are generally availdlylehe electronic transmission (through communicetilines) of computer-generated data and
information from and to clients. Services are adtethrough a variety of systems and networks whichon industry-standard operating
systems. Virtually none of ADP's services requif2PAproprietary hardware and/or operating systems.

All of ADP's services utilize somewhat similar fiiteés, computers, communications networks, salkesf® and client service support
personnel. ADP's businesses share numerous fsjlgelected computer rooms and communicationsorietwand ADP occasionally
transfers some of its employees among business. dmie input and output of all of ADP's businessekata and information. On occasion
ADP has transferred services and products betwesindss units.

While the labor intensiveness of a service may samewhat based on the degree of automation anglegity in providing the service, all
services use the same basic functions as desatima. None of ADP's service offerings are pardidylcapital intensive.

MARKETS AND MARKETING METHODS

All of ADP's services are sold broadly across tmétédl States and Canada. Non-North American senaosounted to approximately 12.5%
of fiscal 1997 revenue. All services use

-4-



common marketing techniques, including direct salethodologies with emphasis on referral sources.

None of ADP's major business groups have a singtedgenous client base or market. For example, vigridkerage Services primari

serves the retail brokerage market, it also sdvaeks, commodity dealers, the institutional brogermarket and individual non-brokerage
corporations. Dealer Services primarily servesmaotuile dealers, but also serves truck and agrialleguipment dealers, auto repair shops,
used car lots, state departments of motor vehialed manufacturers of automobiles, trucks and aljui@al equipment. Claims Services has
many clients who are insurance companies, butmatsdades services to automobile manufacturers, eggir shops, salvage yards,
distributors of new and used automobile parts ahdranon-insurance clients. Employer Services Liasts from a large variety of industries
and markets. Within this client base are concentiatof clients in specific industries. While contrations of clients exist, no one business
group is material to ADP's overall revenue. Empidyervices also sells to auto dealers, brokeragets| and insurance clients.

None of ADP's businesses are overly sensitiveite mhanges. Economic conditions among selectedtsliand groups of clients may and
have a temporary impact on demand for ADP's sesvice

ADP enjoys a leadership position in each of itsanagrvice offerings and does not believe any msgovice or business unit in ADP is
subject to unique market risk.

COMPETITION

The computing services industry is highly compeitiADP knows of no reliable statistics by whicledn determine the number of its
competitors, but it believes that it is one of lfwgest independent computing services companiteeitynited States.

ADP's competitors include other independent conmgusiervices companies, divisions of diversifiecegmtises and banks. Another
competitive factor in the computing services indug the in-house computing function, whereby mpany installs and operates its own
computing systems.

Competition in the computing services industryrisnarily based on service responsiveness, produetity and price. ADP believes that it is
very competitive in each of these areas and tlemethre no material negative factors impacting A@Bmpetitive position in the computing
services industry. No one competitor or group afpetitors is dominant in the computing servicesustay.

CLIENTS AND CLIENT CONTRACTS

ADP provides computing services to over 400,006nt§. Annual revenues attributable to large clétounts range from $1 million to
approximately $50 million per client, while thousiarof small client accounts produce annual revenfiess than $1,000 each. ADP's larg
single client accounts for approximately 1% ofatswual revenue.

ADP has no material "backlog" because the periddiédren the time a client agrees to use ADP's sendone the time the service begins is
generally very short and because no sale is camsldiem until it is installed and begins producireyenue.
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ADP's average client retention is seven years ipleyer Services and is ten or more years in Braker®ealer and Claims Services, and
does not vary significantly from period to period.

Discounts, rebates and promotions offered by ADE&liemts are not material.

ADP's services are provided under written Pricet&timns or Services Agreements having varying teants conditions. No one Price
Quotation or Service Agreement is material to ADP.

SYSTEMS DEVELOPMENT AND PROGRAMMING

During the fiscal years ended June 30, 1997, 18861895, ADP spent $296,544,000, $249,635,000 488,%73,000, respectively, on
systems development and programming activitieshierdevelopment of new, and the improvement anateraance of existing, computing
services.

PRODUCT DEVELOPMENT
ADP continually upgrades, enhances and expanésigting products and services. Generally, no nexdyct or service has a significant

effect on ADP's revenue or negatively impacts xisteng products and services, and each existindymt and service has a significant
remaining life cycle.

LICENSES

ADP is the licensee under a number of agreementofoputer programs and databases. ADP's busisi@ss dependent upon a single
license or group of licenses. Licenses, paterddemarks and franchises are not material to ADIBEbss as a whole.

COMPENSATION OF MARKETING AND SALES PERSONNEL

The compensation arrangements of ADP's marketidgsales personnel vary significantly based onehere of the particular salesperson,
with the commission-based portion of total compé&nsaaveraging approximately 40%. ADP sets minimaates quotas on an individual
basis.

COMPUTER SYSTEMS

ADP does not manufacture computer systems or acéstributor of computer systems. ADP may, howglve deemed to be a value-added
reseller of computer systems insofar as its sesviéen include computer equipment as part of dked service solution.

ADP's services are offered on a variety of compplatforms which run various operating systems.seheomputer platforms include those
offered by IBM, IBM-compatibles, Digital Equipme@brporation, Apple, Motorola, Hewlett Packard andDnnell Douglas. The industry-
standard operating systems supporting such complatgorms include DOS, Windows, OS2, VSE, MVS, VM&stem 7 OS, Unix, Reality
and Pick.

ADP's service warranty to its clients is that if/a@rrors or omissions occur in its service offesngDP will correct them as soon as possible.
In addition, ADP provides, either directly or thghuthird parties, maintenance and support for tb€Arovided equipment and software
which facilitates the delivery of its services tenots.
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NUMBER OF EMPLOYEES

ADP employed approximately 30,000 persons as of Bin 1997.
EXECUTIVE OFFICERS OF THE REGISTRANT

See Item 10 in Part Il hereof.

ITEM 2. PROPERTIES

ADP leases space for more than 55 of its proces®ntgers. In addition, ADP leases numerous smadgssing centers and sales offices. All
of these leases, which aggregate approximatel\03)80 square feet in the United States, Canad@pEuSouth America and Asia, expire at
various times up to the year 2016. ADP owns 2Tsopiocessing facilities and its corporate headgquacomplex in Roseland, New Jersey,
which aggregate approximately 2,750,000 square feet

ITEM 3. LEGAL PROCEEDINGS
None
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None



PART Il
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY A ND RELATED STOCKHOLDER MATTERS

See "Market Price and Dividend Data" on page 1®efRegistrant's 1997 Annual Report to Shareholadrzh information is incorporated
herein by reference. As of August 24, 1997, theiRemnt had 28,364 registered holders of its Com@imtk, par value $.10 per share. The
Registrant's Common Stock is traded on the New YGHicago and Pacific Stock Exchanges.

On August 16, 1996, the Registrant issued an agtgegmount of 896,370 shares of its Common Stotkrée shareholders of a company
acquired by the Registrant in exchange for alhefissued and outstanding shares of capital stioslaln company pursuant to the terms of a
pooling agreement. On August 26, 1996, the Registsaued an aggregate amount of 1,930,212 shaiss@mmon Stock to the three
principal shareholders (and certain related trudtgnother company acquired by the Registrankainange for all of the issued and
outstanding shares of capital stock of that comgmmguant to the terms of a merger agreement. enwriters were involved in the
foregoing sales of securities. The Company issheddregoing shares of Common Stock without regjistn under the Securities Act of
1933, as amended, in reliance upon the exemptanefttom set forth in Section 4(2) of such Act, tiela to sales by an issuer not involving a
public offering.

ITEM 6. SELECTED FINANCIAL DATA

See "Selected Financial Data" on page 16 of thésRagt's 1997 Annual Report to Shareholders, whitidrmation is incorporated herein by
reference.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

See "Management's Discussion and Analysis" on pagds of the Registrant's 1997 Annual Report tar&holders, the Letters to
Shareholders on pages 3-5 of such report and #iadas descriptions on pages 6-15 of such repbithwnformation is incorporated herein
by reference.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The Registrant's market risk sensitive instruméntgaot subject the Registrant to material markst exposures.
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The financial statements described in Item 14(agdfeare incorporated herein.

The following supplementary data is incorporatereheby reference:

Page in 1997 Annual Report to Shareholders

Quarterly Financial Results (unaudited) for theetéhyears ended June 30, 1997 27
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None



PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT
EXECUTIVE OFFICERS OF THE REGISTRANT

The executive officers of the Registrant, theirsgmsitions and the period during which they hasen employed by ADP are as follows:

Employed by
Name Age Position ADP Since

James B. Benson 52 Vice President, G eneral 1977
Counsel and Secre tary

Richard C. Berke 52 Vice President, H uman 1989
Resources

Gary C. Butler 50 Group President o f 1975
Employer Services

Richard J. Daly 44 Co-president of 1989
Brokerage Service s

G. Harry Durity 50 Vice President, 1994
Worldwide Busines s
Development

Russell P. Fradin 42 Senior Vice Presi dent 1996

Richard J. Haviland 51 Chief Financial O fficer 1982

John P. Hogan 49 Co-president of 1993
Brokerage Service s

Peter M. Leger 46 President of 1992
Dealer Services

S. Michael Martone 49 President of Clai ms 1987
Services

Arthur F. Weinbach 54 President and 1980
Chief Executive O fficer

Messrs. Benson, Berke, Butler, Daly, Haviland, lretygartone and Weinbach have each been employe@di#yin senior executive positions
for more than the past five years.

G. Harry Durity joined ADP in August 1994 as Coraiar Vice President, Worldwide Business Developnenabr to joining ADP he was
Senior Vice President - Corporate Development aléteConsumer Products Company. Between 1990 abdi&ey 1993 when he joined
Revlon, he was President of The Highlands Group, In
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Russell P. Fradin joined ADP in 1996 as Senior Gaafe Vice President. Prior to joining ADP, he vaasenior partner of McKinsey &
Company and had been associated with that firm8oyears.

John P. Hogan joined ADP in 1993. Prior to his potion to Co-president of the Brokerage Servicesu@ria July 1997, he held various
senior Brokerage Services' positions. Prior toijgirADP in July 1993, he had been Senior Vice Beadi, Processing Division for Fidelity
Investments/National Financial Services, Inc. foee years.

Each of ADP's executive officers is elected foemt of one year and until their successors areethasd qualified or until their death,
resignation or removal.

DIRECTORS OF THE REGISTRANT

See "Election of Directors" in the Proxy StatemfentRegistrant's 1997 Annual Meeting of Stockhosdevhich information is incorporated
herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

See "Compensation of Executive Officers” in thexifrBtatement for Registrant's 1997 Annual Meetih§tockholders, which information is
incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

See "Election of Directors--Security Ownership @frtain Beneficial Owners and Managers" in the PiStatement for Registrant's 1997
Annual Meeting of Stockholders, which informati@imcorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

See "Compensation of Executive Officers--CertaianBactions" in the Proxy Statement for Registrd®%7 Annual Meeting of
Stockholders, which information is incorporateddierby reference.
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K
(a)1. FINANCIAL STATEMENTS
The following consolidated financial statement®\atomatic Data Processing, Inc. and its subsidsaai@ included in Part Il, Item 8:

Page in 1997 Annual

R eport to Shareholders

Independent Auditors' Report 28
Consolidated Balance Sheets - June 30, 1997 and 199 6 20
Statements of Consolidated Earnings - years

ended June 30, 1997, 1996 and 1995 19
Statements of Consolidated Shareholders' Equity -

years ended June 30, 1997, 1996 and 1995 21
Statements of Consolidated Cash Flows - years

ended June 30, 1997, 1996 and 1995 22
Notes to Consolidated Statements 23 -27

Financial information of the Registrant is omittaeCause the Registrant is primarily an operatingpamy. The Registrant's subsidiaries
which are listed on Exhibit 21 attached heretovanelly-owned.

2. FINANCIAL STATEMENT SCHEDULES
Page in Form 1K

Independent Auditors' Report on Schedule 14
Schedule Il - Valuation and Qualifying Accounts 15

All other Schedules have been omitted becauseateinapplicable or are not required or the infdfamais included elsewhere in the
financial statements or notes thereto.

3. The following exhibits are filed with this Forh®-K or incorporated herein by reference to theudoent set forth next to the exhibit in the
list below:

3.1 - Amended and Restated Certificate of | ncorporation dated December
15, 1994 - incorporated by reference to Exhibit (3)-#1 to
Registrant's Annual Report on Form 10 -K for the fiscal year ended

June 30, 1995
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3.2 - By-Laws as currently in effect - inco
Exhibit (3)-#2 to Registrant's Quarte
the fiscal quarter ended March 31, 19

4 - Indenture dated as of February 20, 19
Processing, Inc. and Bankers Trust Co
the Liquid Yield Option Notes due 201
incorporated by reference to Exhibit
Annual Report on Form 10-K for the fi
1992

10.1 - Letter Agreement dated as of August 1
Data Processing, Inc. and Arthur F. W
reference to Exhibit 10.2 to Registra
10-K for the fiscal year ended June 3
Contract)

10.2 - Agreement with Gary C. Butler - incor
Exhibit 10(iii)(A)-#2 to Registrant's
for the fiscal year ended June 30, 19

10.3 - 1981 Key Employees' Stock Option Plan
to Registrant's Registration Statemen
(Management Compensatory Plan)

10.3(a) - Amendment to 1981 Key Employees' Stoc
by reference to Registrant's Annual R
fiscal year ended June 30, 1989 (Mana

104 - Key Employees' Restricted Stock Plan
to Registrant's Registration Statemen
(Management Compensatory Plan)

10.5 - Supplemental Officers' Retirement Pla
incorporated by reference to Exhibit
Registrant's Annual Report on Form 10
June 30, 1993 (Management Compensator

10.5(a) - Amendment to Supplemental Officers' R
Compensatory Plan)

10.6 - 1989 Non-Employee Director Stock Opti
reference to Exhibit 10(iii)(A)-#7 to
on Form 10-K for the fiscal year ende
Compensatory Plan)

10.6(a) - Amendment to 1989 Non-Employee Direct

(Management Compensatory Plan)
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scal year ended June 30,

, 1996 between Automatic
einbach - incorporated by
nt's Annual Report on Form
0, 1996 (Management
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Annual Report on Form 10-K
91 (Management Contract)

- incorporated by reference
t No. 2-75287 on Form S-8

k Option Plan - incorporated
eport on Form 10-K for the
gement Compensatory Plan)

- incorporated by reference
t No. 33-25290 on Form S-8

n, as amended and restated -
10(iii)(A)-#5 to

-K for the fiscal year ended

y Plan)

etirement Plan (Management

on Plan - incorporated by
Registrant's Annual Report
d June 30, 1990 (Management
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10.7 - 1990 Key Employees' Stock Option Plan
to Exhibit 10(iii)(A)-#8 to Registran
10-K for the fiscal year ended June 3
Compensatory Plan)

10.7(a) - Amendment to 1990 Key Employees' Stoc
Compensatory Plan)

10.8 - 1994 Directors' Pension Arrangement -
to Exhibit 10(iii)(A)-#10 to Registra
10-K for the fiscal year ended June 3
Compensatory Plan)

10.9 - 1994 Executive Compensation Plan - in
Exhibit A to Registrant's Proxy State
of Stockholders held November 15, 199

Plan)
11 - Schedule of Calculation of Earnings P
13 - Pages 3-28 of the 1997 Annual Report

exception of the pages incorporated b
Annual Report is not a part of this f

21 - Subsidiaries of the Registrant
23 - Independent Auditors' Consent
27 - Financial Data Schedule

(b) None.

-13-

- incorporated by reference
t's Annual Report on Form
0, 1990 (Management

k Option Plan (Management

incorporated by reference
nt's Annual Report on Form
0, 1994 (Management

corporated by reference to
ment for its Annual Meeting
4 (Management Compensatory

er Share

to Shareholders (with the
y reference herein, the
iling)



INDEPENDENT AUDITORS' REPORT ON SCHEDULE

To the Board of Directors

and Shareholders of

Automatic Data Processing, Inc.
Roseland, New Jersey

We have audited the consolidated financial statésn@Automatic Data Processing, Inc. as of Junel997 and 1996, and for each of the
three years in the period ended June 30, 1997hawvelissued our report thereon dated August 137;18&h consolidated financial
statements and report are included in your 1997uAhReport to Shareholders and are incorporatesirhby reference. Our audits also
included the financial statement schedule of Autiicridata Processing, Inc., listed in Item 14. Timancial statement schedule is the
responsibility of the Company's management. Oysarsibility is to express an opinion based on auiita. In our opinion, such financial
statement schedule, when considered in relatidinetdasic consolidated financial statements takemahole, present fairly in all material
respects the information set forth therein.

/sl Deloitte & Touche LLP
New Yor k, New Yor k
August 13, 1997

-14-



AUTOMATIC DATA PROCESSING, INC.
AND SUBSIDIARIES
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS

(In thousands)

COLUMN A COLUMN B COLUMN C COLUMN D COoL UMN E
ADDITIONS
(1) (2
Charged to
Balance at Charged to  other Bal ance at
beginning costsand accounts- Deductions - end of
of period expenses describe describe per iod
Year ended June 30, 1997:
Allowance for doubtful accounts:
Current $34,627 $13,230 $4,067(B) $12,382(A) $ 39,542
Long-term $25,727 $1,817 $7,174A) % 20,370
Year ended June 30, 1996:
Allowance for doubtful accounts:
Current $23,035 $9,115 $4,835(B) $2,358(A) % 34,627
Long-term $26,166 $2,986 - $3,425(A) $ 25,727
Year ended June 30, 1995:
Allowance for doubtful accounts:
Current $20,513 $8,415 $904(B) $6,797(A) % 23,035
Long-term $24,526 $3,916 - $2,276(A) $ 26,166

(A) Doubtful accounts written off, less recover@saccounts previously written off.

(B) Acquired in purchase/pooling transactions.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

AUTOMATIC DATA PROCESSING, INC.
(Registrant)

Sept enber 18, 1997 By: [/s/ Arthur F. \Weinbach

Arthur F. Wi nbach
Presi dent and Chief Executive Oficer

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

S| GNATURE TI TLE DATE
/sl Arthur F. Weinbach Presi dent, Chief Sept enber 18, 1997
-------------------------- Executive Oficer,

(Arthur F. Weinbach) and Director

(Principal Executive Oficer)

/sl Richard J. Haviland Chi ef Financial Oficer Sept enber 18, 1997
------------------------- (Principal Financial Oficer)
(Richard J. Havil and)

/sl Gary C. Butler Di rector Sept enber 18, 1997

(Gary C. Butler)

Director September , 1997
(Joseph A. Califano, Jr.)

/sl Leon G Cooperman Di rector Sept enber 18, 1997

(Leon G Cooper man)

Director September , 1997
(George H. Heilmeier)

/sl Ann Di bbl e Jordan Di rector Sept enber 18, 1997

(Ann Di bbl e Jordan)
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/sl Harvey M Krueger

(Harvey M Krueger)

/sl Charles P. Lazarus

(Charles P. Lazarus)

/sl Fred V. Mal ek

(Frederic V. Ml ek)

/sl Henry Taub

(Henry Taub)

/sl Laurence A. Tisch

(Laurence A. Tisch)

/sl Josh S. Weston

(Josh S. Weston)

Di rector

Di rector

Di rector

Director

Director

Director
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EXHIBIT 10.5(A)

AUTOMATIC DATA PROCESSING, INC.
SUPPLEMENTAL OFFICERS' RETIREMENT PLAN

Paragraph 3.1(b) of the Supplemental Officers'rBetent Plan is amended to read as follows:

"(b) In addition, the Annual Plan Benefits othemvigayable to a Participant under the Plan's basiefii formula set forth in Section 3.1(a)

above shall be reduced to the extent necessagutedhe total of
(i) Participant's Annual Plan Benefits and (ii) fRapant's annual Other Retirment Benefits notxoeed 60% of Participant's Final Average

Annual Pay.'



EXHIBIT 10.6(A)

RESOLVED, that the Automatic Data Processing, 889 Non-Employee Director Stock Option Plan berauhed by adding the following
language at the end of Section 7 thereof:

"Notwithstanding the foregoing, or any other pramisof the Plan, the Board may in the applicablamixagreement evidencing an option
granted under the Plan or at any time thereaftrige that options granted hereunder may be tranesfevithout consideration by the grani
subject to such rules as the Board may adopt &epre the purposes of the Plan, to:

(i) the grantee's spouse, children or grandchildireeiuding adopted and stepchildren and grandaodilgl(collectively, the "Immediate
Family")

(i) a trust solely for the benefit of the grante® his or her Immediate Family;

(iii) a partnership or limited liability company whe only partners or shareholders are the grantbbia or her Immediate Family members;
or

(iv) if and when, and to the extent, permitted pplecable law, charitable trust designated by trentee;

(each transferee described in clause (i), (ii) @jcabove is hereinafter referred to as a "PeritTransferee"); provided that the grantee
gives the Board advance written notice describimegtérms and conditions of the proposed transféitlaa Board notifies the grantee in
writing that such a transfer would comply with tieguirements of the Plan and any applicable awargesment evidencing the option.

The terms of any Option transferred in accordanitle tire immediately preceding sentence shall afpthe Permitted Transferee, except
(a) Permitted Transferees shall not be entitledaiosfer any Options, other than by will or the $aaf descent and distribution; and (b)
Permitted Transferees shall not be entitled to@serany transferred Options unless there shatl béfect a registration statement on an
appropriate form covering the shares to be acquiteguant to the exercise of such Option if therBaketermines that such a registration
statement is necessary or appropriate.”

FURTHER RESOLVED, that Sections 15 and 16 of théomatic Data Processing, Inc. 1989 Non-Employeedar Stock Option Plan be
amended to read as follows:

"15. AMENDMENT. The Board shall have the authotityamend the Plan at any time but no such amendshafitadversely affect any right
pursuant to an Optiopn granted prior thereto witttba written consent of the holder of such Option.

16. ADOPTION DATE AND TERM. The Plan is being adegton November 2, 1989, shall be effective as ol slate and shall remain in
effect until terminated by action of the Board. dleh termination shall adversely affect any riginspant to an Option granted prior thereto
without the written consent of the holder of

such Option.'



EXHIBIT 10.7(A)

RESOLVED, that the Automatic Data Processing, 90 Key Employees' Stock Option Plan be amendeatiding the following language
at the end of
Section 9 thereof:

"Notwithstanding the foregoing or any other proeis of the Plan, the Committee may in the appleallard agreement evidencing an
option granted under the Plan or at any time tHaneprovide that options granted hereunder whiehret intended to qualify as Incentive
Options may be transferred without consideratiothgygrantee, subject to such rules as the Conenitey adopt to preserve the purposes of
the Plan, to:

(i) the grantee's spouse, children or grandchildiresiuding adopted and stepchildren and grandaodilg(collectively, the "Immediate
Family")

(i) a trust solely for the benefit of the grante®d his or her Immediate Family;

(iii) a partnership or limited liability company whe only partners or shareholders are the grantbhia or her Immediate Family members;
or

(iv) ,if and when, and to the extent, permittedaipplicable law, charitable trust; designated bygltantee;

gives the Committee advance written notice desugiltihe terms and conditions of the proposed trarsfd the Committee notifies the grar
in writing that such a transfer would comply witietrequirements of the Plan and any applicable dvagireement evidencing the option.

The terms of any option transferred in accordanitie the immediately preceding sentence shall afpthe Permitted Transferee, except t

(a) Permitted Transferees shall not be entitledaiosfer any options, other than by will or the $ao¥ descent and distribution; and (b)
Permitted Transferees shall not be entitled to@serany transferred options unless there shafl béect a registration statement on an
appropriate form covering the shares to be acquiveguant to the exercise of such option if the @ittee determines that such a registration
statement is necessary

or appropriate.



EXHIBIT 11

AUTOMATIC DATA PROCESSING, INC
AND SUBSIDIARIES

CALCULATION OF EARNINGS PER SHARE
(In thousands, except per share amounts)

YEAR ENDED JUNE 30

1997 1996 1995

PRIMARY EARNINGS PER SHARE:
Earnings before cumulative effect of accounting cha nges $513,500 $454,700 $394,830
Cumulative effect of accounting changes - - -

Net earnings applicable to common shares $513,500 $454,700 $394,830

Average number of common shares outstanding 290,990 288,967 285,112

Primary earnings per share
before cumulative effect of accounting changes $1.76 $1.57 $1.38
Cumulative effect of accounting changes - -

Primary earnings per share $1.76 $1.57 $1.38

FULLY DILUTED EARNINGS PER SHARE:

Net earnings used in primary earnings per share $513,500 $454,700 $394,830
Adjustment for interest (net of tax) -

Zero coupon convertible subordinated

notes (5 1/4% yield) 11,302 11,703 11,330
Net earnings used for fully diluted earnings per sh are

before cumulative effect of accounting changes $524,802 $466,403 $406,160
Cumulative effect of accounting changes - -

Net earnings used for fully diluted earnings per sh are  $524,802 $466,403 $406,160

Average number of shares outstanding on a fully
diluted basis:
Shares used in calculating primary earnings per sha re 290,990 288,967 285,112
Diluted effect of all stock options outstanding aft er
application of treasury stock method 6,805 6,483 5,836
Shares assumed to be issued upon conversion of Debe ntures-
Zero coupon convertible subordinated
notes (5 1/4% yield)(1) 9,686 10,360 10,402

Average number of shares outstanding on a fully
diluted basis 307,481 305,810 301,350

Fully diluted earnings per share before cumulative
effect of accounting changes $1.71 $1.53 $1.35
Cumulative effect of accounting changes - -

Fully diluted earnings per share $1.71 $1.53 $1.35

(1) Assumed converted at the beginning of perieg®rted.

1994 1993
$334,120  $294,200
(4,800) -
$329,320 294,200
281,780 282,654
$1.19 $1.04
(0.02) -
$1.17 $1.04
$334,120  $294,200
10,075 9,409
$344,195  $303,609
(4,800) -
$339,395  $303,609
281,780 282,654
5,382 5,962
10,402 10,402
297,564 299,018
$1.16 $1.02
(0.02) -
$1.14 $1.02



EXHIBIT 13
Letter from the Chief Executive Officer
We have just finished my first year as ADP's cleedcutive officer. | am happy to tell you that wadran excellent year.
FISCAL 1997 RESULTS

In fiscal '97, ADP continued its unequaled growghard by reporting its 144th consecutive quarteeobrd revenues and earnings per share
(EPS) and its 36th consecutive year of double-dligiteases in EPS.

Following last year's acquisition of GSI, we contd our international expansion with additionalusigions in '97. We have now achieved
the #1 European market share position in both Eyepland Dealer Services.

With this expansion, revenue increased 15% to $¥ek billion. Prior to minor non-recurring itemsgpax earnings increased 19%, net
earnings advanced 16% and earnings per share $ectd5% to $1.80 from $1.57 last year. Non-recgritiems in the fourth quarter included
an anticipated loss related to the previously anned disposition of our Autolnfo business and reduePS by $.04.

In recognition of these strong operating results,Board declared its twenthird consecutive annual dividend increase, froA®$o $.46 pe
share, effective January 1, 1997.

ADP continues to operate from a position of siguifit strength and liquidity. Cash flow from operas exceeded $700 million and year-end
cash and marketable securities approximated $lliGnbiafter spending of $243 million in '97 to adre businesses and ADP shares. We
purchased 3.2 million ADP shares on the open maokiind employee equity plans.

Shareholders' equity exceeds $2.6 billion. The@rafilong-term debt to equity is a comfortable td3 and return on average shareholders'
equity is a very healthy 21%.

Capital expenditures for the year were $175 millimipout 5% of revenue. This compared to $164 millast year.
LOOK AHEAD

As we look to the future, we expect to capitalineonir strengths which include

(1) the good fortune of being in a growth industigmputing information services; (2) leading mariedre positions in each of our four core
businesses: Employer, Brokerage, Dealer and Clgiengices; (3) a strong client service orientati@);a superb direct sales capability; (5) a
powerful financial position from which to competaid (6) a trained, dedicated associate team coathtiitour objectives.

As we leverage these strengths into our strategiesthe next few years, we expect our primary ginaw be internally generated from our
current core businesses. This growth will come ffarther penetration of our markets, extendingmarket opportunities through broader
product offerings and through additional internagibexpansion. We also intend to supplement thémal growth in our core markets with
acquisitions which will further these strategies.



In addition, we continue to look for an entry it additional computing information services maskbich complements our core businesses
and leverages our existing strengths.

COMMITMENT TO WORLD CLASS SERVICE

Among ADP's strengths is a strong client servigergation. Our service levels are very good toaegach ADP business. But we are
committed to achieving world class service leveltere we delight our clients and exceed our cliexsectations. We define service broadly,
from initial contact with a prospect, to producttjty, to client responsiveness and happiness. Mérly see world class service as a journey
where, whenever we get close to the destinatiomnenee it out farther. This year, we are investingrenthan ever before in our associates,
tools and processes to raise service quality leVéésbelieve these investments will improve cliertention, enhance sales and improve
associate retention. It is good for all of our statiders (clients, associates and shareholders.)

CURRENT OPTIMISM
At ADP, there are always many exciting opportusitik is one of our strengths. Here are three getsges to think about.

First, our internal growth rate -- excluding acdfigsis and dispositions -- in Employer Services,A®largest business, expanded for the 4th
year in a row and we expect that trend to contthogugh '98 and beyon

Second, we have more significant new client oppities in our back office Brokerage Services thanhave had in over a decade. We are
installing Legg Mason now and we are getting cloh additional prospects.

Third, our European expansion opportunities in io#aler Services and Employer Services are béider éver. While we already are the
number one European market share services leatiethrof these businesses, we have significant foorfurther penetration and acquisiti
of competitors ... and we just entered South Anaewith the acquisition of an Employer Services bhess in Brazil.

Importance of People

The most critical element in our success is ounte&30,000 associates who continually strive wvjate world class service to our more than
400,000 clients. Fortunately, we attract excepligrdedicated and motivated people with a strorsylts orientation. They share our vision
and help us win in the marketplace. Each persontspeach client counts, and each contact betweéard and associate counts.

In '97, Russell Fradin joined ADP as Senior Vicedident, Richard Haviland was promoted to ChieiRaial Officer, and Howard Koenig,
Gordon Mettam and Raymond Colotti were promote@dcporate Vice President in recognition of theipartant contributions and
responsibilities.

After 10 years of valuable service, Charles Lazlasdecided not to stand forekection to our Board and after 9 years as GroegiBent o
our Brokerage Services business, Robert Casaléevilktiring shortly. We will miss their contribotis.

On a much sadder note, Joseph Pirret, our Treaandea 23 year ADP associate, died suddenly in. Jagss contributions over the years
were immense, and we will miss him greatly.

FORECAST

I am very confident that ADP is well positioned fong-term growth and profitability. In '98, we eqi both double-digit revenue and
earnings per share growth while we make signifigawgstments in our future.

| hope you share my excitement, enthusiasm andhapti. | want to especially tell our 30,000 ADP asates how much | appreciate their
efforts and results. Without them, none of thipassible.
/sl Arthur F. \Weinbach

Arthur F. Weinbach
Presi dent & Chief Executive Oficer

August 13, 1997



LETTER FROM THE CHAIRMAN

1997 marked my first ADP year in less than a finliet leadership role, and | am pleased to obsewetltstanding accomplishments of the
current management team under Art Weinbach's Ishiter

As cited in Art's letter to shareholders, we codelti our 36th year (144 consecutive quarters) oftaniupted growth in both revenue and
earnings per share. According to the Compustabdataof 9,500 publicly owned companies, only ohemtompany's growth record has
endured half as long as our 144 fiscal quarterasStency in continually attaining new heights withoccasional financial disappointments
is most difficult and unusual. The whole ADP teaesefves special recognition for their collectivhiagement. | am quite confident that four
more growth quarters will be added to that recarfisical '98.

Many shareholders have asked me how my time hasrede@ected after so many years of more thantiimé focus on ADP matters. During
the past year, | am pleased to have played a lgadia on two government-related "commissions," nkelp restructure the Internal
Revenue Service and the other to help shift mylitasources from overhead functions to more cuttidge, rapid response defense
capabilities. In between times, I've also playeallpsno roles in several endeavors to enhance dianfsaeducational and economic
development accomplishments.

| think that it is most appropriate for those indivals and companies who have benefited from otiesoto give back to that society so that
others may be assisted.

I thank our shareholders for their support and ickemice in ADP. The Board of Directors and our 30,8DP associates are committed to
providing you with continued growth and good retamyour investment.

/sl Josh S. Weston
Josh S. Weéston
Chai r man

August 13, 1997

5



EMPLOYER SERVICES

ADP's oldest and largest business is Employer 8es(ES), which contributes more than half of ADBlenues. ES provides a
comprehensive range of payroll, human resourcegfiisradministration, time and attendance, anditizg and reporting services to about
400,000 employers in the U.S., Canada, and Europe.

Pull Quote:

"WE AT PIERCE LEAHY TAKE PRIDE IN MAKING THE STAFFSOF ACQUIRED COMPANIES FEEL THAT THEY'RE PART OF
THE TEAM RIGHT AWAY. ADP HELPS US ACHIEVE THAT OBJETIVE BY COMPLETING EACH PAYROLL CONVERSION IN
AN EFFICIENT, COST EFFECTIVE AND TIMELY MANNER."

This year, ES revenue increased 19% to over $Ri@rbiToday ADP processes the paychecks of ovem2lion employees in North Americ
and 2 million in Europe. In '97, we also printedr88lion W-2 forms at our 40 computer centers ia th.S.

As market trends increasingly favor both outsowgand software as preferred payroll solutions, £@iquely positioned to be the logical
vendor of choice for more and more companies. ADPagroll AnyWay" strategy presents to businesgesrtually every size and type an
extensive menu of outsourced and on-site payraltisms, from turnkey service to client-site softealn addition, we have segmented
employers by size and complexity to effectively amatheir needs to products and service teams tifidiegt meet expectations.

In North America, ES focuses on three market segsné&tational Accounts (for companies with 1,000mmre employees), Major Accounts
(100 to 999 employees), and Emerging Business G=\{for companies with fewer than 100 employees).

Many of the world's largest corporations are ADRidtal Accounts clients. In many cases, we progigigtem solutions for their entire hun
resource, payroll and benefits needs. For thosgaaies who choose to process these applicationsure, we deliver valuable stand-alone
services such as tax filing, check printing andritistion, year-end statements (W-2s), and benafitsinistration. This year, National
Accounts revenue grew rapidly and average clianireis over a decade, and rising.

Major Accounts offers a robust line of best-of-latgrayroll and human resource solutions for mediiza-sompanies with full database and
functional integration between payroll and humasoteces (HR). Nearly 65% of the medium-size firmghie U.S., who have elected to
outsource their payrolls, are ADP Major Accountsrus.

Emerging Business Services processes payroll 10,080 clients--far more than any other small bussnzayroll provider. Over 10 million
small and emerging companies are in the domestikatgace, and represent a $12 hillion market opmity for ES.

The ADP Tax Center, which supports all three maskgiments, electronically interfaces with 2,000ag&ncies from the IRS to local school
districts.

Last year the Tax Center processed 13 million fedmrd state employer payroll tax returns, andstratied over $200 billion in taxes to
appropriate tax collection agencies.

The Electronic Services Division (ESD) also compdats our market segments with a product mix thgtrants our payroll and HR services-
-from 401(k) to time and attendance tracking. Aiddially, we offer Peachtree software business aafitins and Business Express bill
payment services for small clients.



In colored boxes, one on each page of spread:
Challenge

Pierce Leahy Corp. is one of the largest intermatiproviders of records management and relatedcssr-and it's still growing. Acquired
companies not only bring growth but numerous addgiand adjustments to payroll. So paying new eyel® accurately and on-time is a
high priority for Pierce Leahy's management.

SOLUTION

ADP ASSOCIATES DEVELOPED A TAILORED PLAN TO EFFICNETLY MANAGE THE PAYROLL CONVERSION PROCESS FOR
EACH OF PIERCE LEAHY'S ACQUISITIONS. THE MODEL PROWMED A LIST OF ACTION ITEMS--"DELIVERABLES"--
REQUIRED BY BOTH ADP AND THE CLIENT. BY CLOSELY FOLOWING THE PLAN AND MONITORING EACH TASK, THE
CONVERSIONS OF FOUR NEW ACQUISITIONS TO THE ADP SYEBM WENT SMOOTHLY. NOBODY MISSED A BEAT--OR A
PAYCHECK.



We anticipate sustained growth at buoyant levelSSD because these additional applications arevafle-added and its products are in
high-growth markets.

From time to time, we supplement our internal gfottirough selective acquisitions. This strateggvedl us to expand existing products and
services or pursue entirely new opportunities hyrtgming the time to market.

We became the largest provider of payroll serviogSanadian businesses with our purchases of #imdads with Royal Bank of Canada's
and the Scotiabank's payroll businesses. In Judyalso acquired a Brazilian computing services @mgpgiving us a strong initial position
the growing South American employer services matkee.

Additionally, we made three important moves to éaege our penetration of the multi-billion dollaenefits administration market. First, we
acquired Health Benefits America (HBA), a providéhealth care benefits administration service®rilwe formed a strategic alliance in
benefits administration with William M. Mercer, Inone of the leading benefits consulting firmsha U.S.

We also acquired Staff Management Services of doiinc., which we renamed TotalSource. This adprisfirmly establishes ADP as a
leading professional employer organization (PE@}, jpositions us to aggressively increase our poesemthe rapidly-expanding employee
leasing business.

The continued increase in multinational companiearty makes payroll and human resource manageseewces a global opportunity. This
development and a strong demand for outsourcingeriaikope a particularly attractive marketplaceADP.

ES already has 35,000 payroll and



HR clients in Belgium, France, Germany, Italy, Netherlands, Spain, Switzerland and the United damg. Our client retention rate in

Europe is especially high, averaging over 90%. €we strength in Europe currently is with largempanies--those with 1,000 or more
employees. Our aim is to rapidly expand ES' busimesajor European countries and be the leadiagiger of employer solutions in all
market segments. We strengthened our product offeitio smaller companies by introducing new "paywplphone"” offerings in France.
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BROKERAGE SERVICES

ADP's second largest business, Brokerage Sendoefibutes over 20% of ADP's overall revenueskBrage Services is a leading provider
of securities processing, real-time market infoiorand investor communications services.

Pull Quote:

"WHEN WE NEEDED NEW INNOVATIONS TO MAINTAIN OUR CONPETITIVE EDGE, ADP STEPPED UP TO THE PLATE WITH
THE RIGHT TECHNOLOGY, THE SOLUTIONS, AND HIGH QUAMY SERVICE TO HELP US MEET THE NEEDS OF OUR 750,000
CLIENTS. ADP HAS BEEN KEY TO OUR GROWTH AS A NATIOALLY RECOGNIZED LEADER IN OUR INDUSTRY."

ADP is the largest provider of securities procegsiarvices in North America. This year we procesggatoximately 20% of the retail equity
transactions in the United States and Canada, ingnath average of over 475,000 trades per day. ¥¢eaalded Legg Mason Wood Walker
Incorporated as a processing client. In the marfetmation sector, we support more than 97,00&kidgs in over 1,600 firms worldwide.

ADP Investor Communications Services (ICS) is #Hirgést processor and provider of shareholder conuations services, and serves more
than 12,000 publicly traded companies on behatffiofe than 800 brokerage firms and banks and 40Q0ahfund families. During '97, ICS
processed over 285 million mailings.

In addition, ICS received and tabulated sharehdid#ots that represented over 155 billion sha@S.introduced ADP GLOBAL PROXY
SERVICES which operates in 50 countries and ainetthe global processing standard.

While handling these increased volumes, ICS receli8© 9002 certification, recognizing our supeteéwel of quality assurance.

Brokerage Services continues to provide qualitghlyi integrated products supported by reliableisenas indicated by our new products
enhancements.

This year, we introduced BPS ADVANTAGE, a clientissr-based relational database that allows ourdryagje clients to easily access real-
time customer information, such as account holdamgstransactions, and customize and distribui w#hin their firms.

ADP's POWER PARTNER, which provides advanced marketmation, has become the product of choicadtail brokers.
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This powerful system delivers real-time informatianalytics and custom charting for equity, optjaared futures traded on all North
American exchanges and over 100 foreign exchanges.

We also launched K2, a state-of-th-market information and analytical product, dasd for traders and money managers in the instital
marketplace. ADP developed K2 with the goal ofgn&ting all of our institutional products on a coomplatform. This sets the stage for
bringing together front-, middle-, and back-offeervices at the desktop for integrated processing.

Many of our investments also are helping our ctgntexpand their internal information managemepgoilities.

Starting with Deutsche Bank AG's New York branaly, mew Impact transaction processing product vélpto clear fixed income securities,
track instrument positions, produce confirmationd aettle transactions more effectively than ever.

Wilco Systems is a rapidly growing ADP subsidiamhich offers international trading and settlemgratems. Wilco recently introduced
GLOSS HV which is a multi-instrument, multi-currgndrading, settlement and accounting system. loeD®er '96, Bankers Trust signed a
global license agreement to use Wilco's Gloss Hditrg and settlement system. Wilco continues toengiins in the global market with
several more large prospects in the offing.

In colored boxes, one on each page of spread:
Challenge

During the past year Waterhouse Securities, théedgiest discount brokerage in the U.S., starteeva correspondent clearing division--
National Investor Services Corp. (NISC), to supmelrits discount brokerage business. To make ardiite in such a competiti
marketplace, the firm needed a partner that corddigle comprehensive, leading-edge brokerage psowpspplications--supported by
responsive, reliable systems and service.

SOLUTION

WATERHOUSE, AN ADP CLIENT FOR 10 YEARS, AND ITS NEWISC AFFILIATE KNEW EXACTLY WHERE TO TURN FOR A
ONE-STOP SOLUTION. ADP'S BROKERAGE SERVICES TEAM GRADED WORKSTATIONS IN 100 BRANCH OFFICES TO
POWER PARTNER, A STATE-OF-THE-ART MARKET INFORMATI® SYSTEM. ADP'S TECHNOLOGY NOW ENABLES
WATERHOUSE AND NISC TO ACCESS HIGH PERFORMANCE NETWRKS FOR TRADE EXECUTIONS, PROVIDE CUSTOMERS
INTERNET ACCESS TO THEIR ACCOUNTS, AND QUICKLY FULEL REQUESTS FOR MUTUAL FUND INFORMATION
THROUGH ADP'S PROSPECTUS FULFILLMENT SERVICE.
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ADP Dealer Services is the world's largest provisferomputing, data and professional services to and truck dealers and manufacturers.
Over 18,000 dealers in the United States, Canad@pg, Asia and Latin America use ADP'ssite systems and communications networl
manage virtually every area of operations.

Pull Quote:

"THE MEASURE OF A COMPANY'S COMMITMENT IS WHEN THEYSTAND BY IT UNDER THE MOST DIFFICULT
CONDITIONS. ADP DID THAT AND WE KNOW FROM EXPERIENE WE CAN COUNT ON
THEM."

In '97, Dealer Services revenue increased 17% ks cetention rates remained very strong--oveéX98 the U.S., Canada, Europe, Mexico
and Taiwan.

This year, we began to segment our client basézkyasid complexity. Our objective is to better aljroduct and service offerings to
dealerships according to their needs.

We entered into an agreement with Credit Manager@ehitions, Inc. (CMSI), permitting us to markeethCREDIT CONNECTION
product. This real-time, on-line credit processiygtem expeditiously links dealers to lending tngtins and accelerates decisions on
consumer auto loans. A process that had once takas now only takes minutes.

We introduced ADP MANAGEMENT ADVISOR, a graphicaer interfaced, on-line analytical application teaables dealers to control
their expenses and maximize profits. In additioa,uaveiled our new high-power systems platform]dviia3, which includes flexible, cost-
effective, and scalable enterprise-wide systentisols.

ADP Dealer Services also is the leading serviceigay to the emerging retail auto "super-store”katirWe help these very large dealers
design and implement enterprise-wide informatiod thnology strategies, including state-of-ther@idiling systems, which enable
customers to very easily select and even purchashiele at touch-screen kiosks.
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Both manufacturers and dealers are placing greatphasis on effective contact with consumers. ADR6ll positioned to assist. ADP
AutoConnect already has 4,500 web sites which atro@nsumers and dealers on the Internet. Our iBesdtip Marketing System uses
laptops and work-stations to aid the customer hiaggirocess. In addition, the recently acquireduP&cPerfect Promotions, Inc. offers our
clients on-demand, direct mail marketing capaksiti

As auto and truck manufacturers become more praatticreating brand awareness, ADP Dealer Servibesugh the Professional Services
of our Sandy Group, helps dealers and manufactpreraote brand identity. This year, Sandy begaruklityear marketing program for one
large manufacturer, which conveys highly individeed, tailored one-on-one monthly mailings to a&hicle owners of that manufacturer's
brand.

ADP serves over 9,000 European dealers. In '9%xpanded to Norway, Sweden, Denmark, Italy, Sgavitzerland and Finland, and now
have operations in every major European countrypaks of our global strategy, we made two significacquisitions: Istel Nordic (operating
as JDC) in Denmark and Germany, and Sicit MT&T &.pltaly's largest dealer system provider.

Today, over 40% of ADP Dealer Services clientsanside the North American market. We are cleatlyoge's leading dealer services
provider.

In colored boxes, one on each page of spread:
Challenge

The morning after his business had been burglaapeiche discovered that his ADP server was mis#liegowner of the Bjorn Canning's Eftf
ApS auto dealership called ADP Dealer Serviceseénrark for help. Without a server to operate AD¥PR000 software, the car dealer was
unable to register sales, access inventory or taéffdg manage the administrative and financial atpef his business.

SOLUTION

ADP TECHNICAL CONSULTANT, KASPER SCHULTZ, IMMEDIATEY GOT ON THE ROAD TO MAKE THE LONG DRIVE TO
COPENHAGEN FROM HIS OFFICE IN CENTRAL DENMARK. DESFE ICY ROADS AND BRIDGES CLOSED BY
DETERIORATING WEATHER CONDITIONS, KASPER WAS ABLEO REACH THE DANISH CAPITAL THE FOLLOWING
MORNING. HE INSTALLED THE SERVER, ENSURED THE SYSTMEWAS IN GOOD WORKING ORDER, AND THE DEALERSHIP
WAS ABLE TO RESUME NORMAL OPERATIONS THAT VERY SAMPAY.
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CLAIMS SERVICES

ADP's Claims Services, the leading claims infororafrovider to the property and casualty insurandastry, offers a broad line of products
to help clients accurately estimate auto damaggi)\bmjury, and property claims.

Pull Quote

"OUR INDUSTRY SURVIVES BY MAKING WISE CHOICES TO CREFULLY MANAGE RISK. WHEN IT COMES TO TIMELY ANLC
RESPONSIVE SERVICE, WE COULDN'T HAVE CHOSEN A CLABMSOLUTION PARTNER BETTER THAN ADP."

Our clients include 14 of the 15 largest auto ingge carriers, more than 250 additional insuraaceets and independent adjusting
companies, over 7,000 collision repair facilitieed more than 3,600 auto parts recycling facilitiethe United States and Canada. Revenue
grew over 20% this year, and we succeeded in remeall our major contracts.

In Estimating Services, virtually every productreased its market penetration. Our pen-based eetiishage appraisal system, PenPro,
operates on a PC laptop and has won broad markept@nce. This year, we installed over 1,500 neawsus

AUTOSOURCE, our total loss valuation product, gmesarly 30%. SHOPLINK estimating systems for cadiisrepair facilities achieved 7(
revenue growth in '97, and is now installed in ov@®00 auto body shops. PHOTOLINK is the de fanttustry standard for digital imaging
between repair shops, claims adjusters and inseresrmpanies. It is used by 75% of the claims peidesils who employ imaging system.

Over 3,600 auto parts recycling facilities and aglvyards now manage their inventories using ADBBrvices, which helps the flow of
parts information between insurers, body shopspants recyclers. ADP is also the data collectottierARA International Database. Upde
daily, it contains over 10 million items and is {hreferred resource for locating recycled autospdshder a recent agreement with the FTC,
we have agreed to sell part of this service in otoe€reate a more competitive environment.

ACCUPRO is our building and structure estimatingdarct launched in January '97. It already has lig&@llations, and is growing steadily.
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Integrated Medical Solutions (IMS), which processedily injury claims arising from auto accidentgsreased revenue 60%. Provider Bill
Audit (PBA) is IMS's computerized system that rexdsemedical bills. PBA software is licensed by mamgjor insurance carriers and is
clearly the most successful of its kind.

This year, IMS became the first vendor to offeroauhted medical utilization review, preferred praridccess and managed care services via
an integrated product expressly designed for the elaims market.

We further expanded our capabilities to claims sigits by introducing Injury Claims Evaluations ()G a complement of the PBA system.
ICE helps adjusters to make fair and equitabléesaéints when pain and suffering claims are involwetthird party auto liability claims.

IMS recently expanded further into workers' comagios bill review by acquiring Medical Bill Revieervices.

We will continue to sharpen our focus on majortegj opportunities that add value for our clientthe property and casualty industry.
In colored boxes, one on each page of spread:

Challenge

In September 1996, Hurricane Fran did more tha® Bilion in damage on the North Carolina coastitethServices Automobile Associati
(USAA), one of the country's leading insurers ofmes and automobiles, needed to respond quicklyasitable flood of insurance claims.

SOLUTION

ADP SET UP AUTOMATED CLAIMS ESTIMATE SITES, INCLUING ONE IN A CONVERTED GARAGE ON A MILITARY BASE. /
TEAM OF ADP ASSOCIATES OPERATED THE SITES 18 HOUR®AY FOR THREE STRAIGHT WEEKS. USING ADP'S
POWERFUL AND RELIABLE CLAIMS ESTIMATING SOFTWARE, BAA'S ESTIMATORS WERE ABLE TO EVALUATE
DAMAGED VEHICLES, PROCESS CLAIMS, AND PROVIDE SETHMENT CHECKS ON-THE-SPOT.
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SELECTED FINANCIAL DATA
AUTOMATIC DATA PROCESSING, INC. AND SUBSIDIARIES

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

YEARS ENDED JUNE 30, 1997 1996 1995 1994 1993
Revenue $4,112,186 $3,566,597 $2,893,742 $2,468,966 $2,223,374
Cost of operations 3,331,093 2,901,476 2,335,122 2,001,796 1,816,995
Interest expense 27,794 29,731 24,340 20,840 19,819
Non-recurring items 29,289 - - -- -
3,388,176 2,931,207 2,359,462 2,022,636 1,836,814

Earnings before income taxes
and cumulative effect of
accounting changes 724,010 635,390 534,280 446,330 386,560

Provision for income taxes 210,510 180,690 139,450 112,210 92,360

Net earnings before
cumulative effect of

accounting changes 513,500 454,700 394,830 334,120 294,200
Cumulative effect of

accounting changes - - - (4,800) -
Net earnings $ 513,500 $ 454,700 $ 394,830 $ 329,320 $ 294,200
Earnings per share $ 1.76(a ) $ 157 $ 138 $ 1.17 $ 1.04

Average number of common

shares outstanding 290,990 288,967 285,112 281,780 282,654
Cash dividends per share $ 445 $ 3875 $ 3125 % .27 $ .2375
Return on equity 20.6% 20.3% 20.9% 21.0 % 20.9%
At year end:

Cash, cash equivalents and

marketable securities $ 1,495,083 $ 1,098,620 $ 1,291,889 $ 1,062,190 $ 886,452
Working capital $ 785,450 $ 618,670 $ 667,920 $ 507,243 $ 355,047
Total assets $ 4,382,772 $ 3,839,885 $ 3,201,096 $ 2,711,751 $ 2,439,400
Long-term debt $ 401,162 $ 403,743 $ 390,177 $ 372,959 $ 347,583
Shareholders' equity $ 2,660,565 $ 2,315,346 $ 2,096,615 $ 1,691,251 $ 1,494,456

(A) AFTER IMPACT OF NON-RECURRING ITEMS (SEE NOTH.3
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MANAGEMENT'S DISCUSSION AND ANALYSIS
OPERATING RESULTS

Revenue and earnings reached record levels duaicty & the past three fiscal years. During fis@a) tevenue increased 15% to over $4.1
billion. Prior to minor non-recurring charges, preearnings increased 19% and earnings per shB&®) (Bcreased 15% to $1.80. The
Company reached a settlement with the Federal TCademission to divest certain assets acquiredsuafi'95, and consequently, a non-
recurring charge was recorded in the fourth quédotgering EPS by $.04 to $1.76 for the year. FiSaIEPS was not impacted by the net
effect of certain non-recurring items related te Brokerage Front Office business (see Brokeragmudsion below). Fiscal '97 was ADP's
36th consecutive year of double-digit earningsghare growth since becoming a public company irl196

Revenue and revenue growth by ADP's major serviges are shown below:

REVENUE REVENUE GROWTH
YEARS ENDED JUNE 30, YEARS ENDED JUNE 30,

1997 1996 1995 1997 1996 1995
(% in millions)
Employer Services (a) $2,275 $1,911 $1,612 19% 19% 13%
Brokerage Services 892 787 657 13 20 8
Dealer Services 651 555 440 17 26 32
Other (a) 294 314 185 (6) 70 78
Consolidated $4,112 $3,567 $2,894 15% 23% 17%

(A) RECLASSIFIED

Consolidated revenue grew 15% in fiscal '97 pritpdrom increased market penetration, an expandey af products and services and fi
acquisitions, with relatively minor contribution®i price increases. Prior to acquisitions, busirgspositions and foreign exchange
differences, revenue increased approximately 12%.

Prior to non-recurring charges, the consolidatedgx margin was 18.3% in '97, 17.8% in '96 and %85 '95. Pretax margin improved over
the previous year as continued automation and tipgrefficiencies enabled the Company to offsettaip costs associated with new prod
and acquisitions. Pretax margin in '97 after naruréng charges was 17.6%.

The Company does not prepare its financial statésviera manner that generates the true stand-giafigability for each unit and
profitability measurements are not maintained @oasistent manner among the Company's major segviegs. Certain revenues and
expenses are charged to business units at a sarad@rfor management and motivation reasons. @thsts are recorded based on
management responsibility. As a result, variousiine and expense items are recorded at the corpgevaleand certain shared costs are not
allocated. Consequently, comparisons of specifimima between groups are not meaningful, althougndtinformation within a service
group is a useful directional indicator.

EMPLOYER SERVICES (ES)

Employer Services' revenue grew 19% in fiscal @i in the absence of acquisitions revenue growthidvhave been about 11%, up from
10% in '96.

In '97 and '96 the overall operating margin was 2ZBe margin in North America has improved by abi#tversus fiscal '96 primarily due
to continued automation and operating efficiencléss increased field margin has enabled ES teease investments in product developn
and sales. The overall ES margin remained flatrasalt of greater weighting of international opienas which have somewhat lower margins
in '97.

ES' revenue shown above includes the pretax eguivaf interest earned on funds collected frorntéies part of the Company's integrated
payroll and payroll tax filing services. The pretquivalent has been calculated at a standardinafiecal '97 the standard rate was changed
from 7.8% in prior years to 6% and, accordingly gheviously reported balances for Employer Sesviaed "Other" revenue have been
reclassified. As a result of this change, the E&gmas 3% lower than previously reported.

BROKERAGE SERVICES

Brokerage revenue grew by 13% aided by very higikiudfice trading volumes. In the absence of adtjaiss, revenue growth would have
been about 12%, the same as in '96.

Prior to nor-recurring items in '97, Brokerage Services' opegathargin was about 14% in '97, compared to 13%woth '96 and '95. In '97 tl



Company recorded a non-taxable $19 million gaingbearnings related to the return of a front-effitient deposit. The Company also
recorded a provision of $31 million ($19 milliortef tax) to restructure its front-office busines®rder to reduce product lines and platforms
and consolidate data centers. This effort will carg and will result in about $25 million lower aargs in the front-office business in '98.

DEALER SERVICES

Dealer Services' revenue grew 17% in '97, compar@6% in '96 and 32% in '95. Revenue growth irheggar was aided by several small
acquisitions. In the absence of acquisitions, &/&nue growth would have been 6%. Revenue grovgéen aided by increased usage of
applications at auto dealerships, while at the séime changes in industry distribution channelsehstewed auto dealership investments in
new computer systems. Dealer Services' margingdeed slightly to 17% in fiscal '97 from 18% in &&l 20% in '95 primarily due to the
integration of acquisitions and a shift in prodomx.

OTHER

The primary components of "Other" revenue are dagervices, services for wholesalers, interestnmg;doreign exchange differences, and
miscellaneous processing services. In additionhé®trevenue has been reduced to adjust for
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the difference between actual interest income ebondnvested tax filing funds and income credite@Employer Services at a standard ra
6.0%.

A non-recurring pre-tax charge of $17.8 million wasorded in the fourth quarter of fiscal '97 refileg the Company's settlement with the
Federal Trade Commission, under which the Compaéltylivest certain non-material assets.

In each of the past three years, investments iesysdevelopment and programming have increasedater rate than the Company's
overall growth rate. Investments have increaseattelerate automation, migrate to new computingrtelogies, address Year 2000
compliance, and develop new products.

In '97 the Company's effective tax rate was appnaexely 29%, up from 28% in '96 and 26% in '95. Tweeased rate is primarily as a result
of the greater weighting of taxable versus nontiéxaarnings, and the impact of ndeductible goodwill arising from the '96 GSI acdfios.

For '98 ADP is planning another record year withwatl1 5% growth in revenue and double-digit growtkearnings per share over the '97
results prior to non-recurring items.

Additional comments and operating results are mhetlin the Letters to Shareholders on pages 3ghréand in the business descriptions
presented on pages 6 through 15.

FINANCIAL CONDITION

ADP's financial condition and balance sheet remaxteptionally strong. At June 30, 1997, cash aatkaetable securities approximated $1.5
billion. Shareholders' equity exceeded $2.6 billiand return on average equity for the year was.Zlli#é ratio of long-term debt to equity at
June 30, 1997 was 15%.

Cash flow from operating activities exceeded $700an in '97. We expect another excellent castwflgear in '98.

In '97, 3.2 million shares of common stock werecpased at an average price of approximately $4padf an ongoing program to fund
equity related employee benefits. The board ofctiins has authorized the purchase of up to 4.4amiidditional shares.

During '97, the Company purchased several busiadesapproximately $115 million in cash and $7limil in common stock. The cost of
acquisitions in '96 and '95 aggregated $473 miltind $123 million, respectively. The Company alsguéred several businesses in the three
years ended 1997, 1996 and 1995 in pooling oféstdransactions in exchange for 3.0, 1.0 and 2l®mshares of common stoc
respectively. The company's historical financiatsments were not restated because in the aggtégatpooling transactions were not
material.

Capital expenditures during '97 were approxima$dly5 million following investments of $164 millian '96 and $118 million in '95. Capital
spending in fiscal '98 should approximate $230iarilland remains at a very comfortable level at 868t of revenues.

MARKET PRICE AND DIVIDEND DATA

The market price of Automatic Data Processing, (At/ID) common shares based on New York Stock Exgharomposite transactions and
cash dividends per share declared during the pasyears have been:

PRICE PER SHARE DI VIDENDS
FISCAL 1997 QUARTER ENDED  HIGH LOW PE R SHARE
June 30 $50 1/8 $405/8 $.115
March 31 451/8 391/2 115
December 31 44 3/4 40 115
September 30 45 3/4 355/8 .10

Fiscal 1996 quarter ended

June 30 $40 1/8 $36 3/8 $.10
March 31 43 3/8 351/4 .10
December 31 411/8 34 .10
September 30 353/8 31 .0875

As of June 30, 1997 there were approximately 28t@fi@ers of record of Automatic Data Processing, tommon stock. Over 100,000
additional holders have their stock in "street nar
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STATEMENTS OF CONSOLIDATED EARNINGS
AUTOMATIC DATA PROCESSING, INC. AND SUBSIDIARIES

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

YEARS ENDED JUNE 30, 1997 1996 1995
Revenue $4,112,186 $3,566,597 $2,893,742
Operating expenses 1,722,846 1,516,407 1,177,292
General, administrative and selling expenses 1,088,268 933,805 792,121
Depreciation and amortization 223,435 201,629 172,536
Systems development and programming costs 296,544 249,635 193,173
Interest expense 27,794 29,731 24,340
Non-recurring items 29,289 - -
3,388,176 2,931,207 2,359,462
Earnings before income taxes 724,010 635,390 534,280
Provision for income taxes 210,510 180,690 139,450
Net earnings $ 513,500 $ 454,700 $ 394,830
Earnings per share $ 1.76 $ 157 $ 1.38
Average number of common shares outstanding 290,990 288,967 285,112

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.
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CONSOLIDATED BALANCE SHEETS
AUTOMATIC DATA PROCESSING, INC. AND SUBSIDIARIES

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

JUNE 30, 1997
ASSETS
Current assets:
Cash and cash equivalents $ 590,578
Short-term marketable securities 434,341
Accounts receivable 605,068
Other current assets 175,335
Total current assets 1,805,322
Long-term marketable securities 470,164
Long-term receivables 176,771
Property, plant and equipment -- at cost:
Land and buildings 361,594
Data processing equipment 626,013
Furniture, leaseholds and other 364,161
1,351,768
Less accumulated depreciation 832,423
519,345
Other assets 96,383
Intangibles 1,314,787
$4,382,772
Liabilities and Shareholders' Equity Current liabil ities:
Notes payable $ 129,168
Accounts payable 110,266
Accrued expenses and other current liabilities 717,868
Income taxes 61,479
Current portion of long-term debt 1,091
Total current liabilities 1,019,872
Long-term debt 401,162
Other liabilities 91,685
Deferred income taxes 102,751
Deferred revenue 106,737
Shareholders' equity:
Preferred stock, $1.00 par value:
Authorized, 300 shares; issued, none Common s tock, $.10 par value:
Authorized, 500,000 shares; issued, 314,288 a nd
314,277 shares, respectively 31,429
Capital in excess of par value 480,492
Retained earnings 2,922,317
Treasury stock-- at cost 21,439 and 26,656 share s, respectively (697,887)
Translation adjustments (75,786)
Total shareholders' equity 2,660,565
$4,382,772

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.
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$314,416
321,743
507,198
310,926

322,975
578,935
330,610

1,232,520
764,254

$90,746
96,351
590,355

31,428
420,463

2,537,952
(660,234)
(14,263)



STATEMENTS OF CONSOLIDATED SHAREHOLDERS' EQUITY
AUTOMATIC DATA PROCESSING, INC. AND SUBSIDIARIES

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

COMMO

SHARES

BALANCE, JULY 1, 1994
Employee stock plans and related
tax benefits --
Treasury stock acquired
(438 shares) -
Acquisitions (2,956 shares)
Net earnings -
Dividends ($.3125 per share)
Other transactions -

BALANCE, JUNE 30, 1995
Employee stock plans and related
tax benefits --
Treasury stock acquired
(6,640 shares) --
Debt conversion (42 shares)
Acquisitions (1,513 shares)
Net earnings -
Dividends ($.3875 per share)

Other transactions 1

BALANCE, JUNE 30, 1996
Employee stock plans and related
tax benefits --
Treasury stock acquired
(3,166 shares) --
Acquisitions (2,978 shares)
Debt conversion (629 shares)
Net earnings -
Dividends ($.445 per share)
Other transactions --

BALANCE, JUNE 30, 1997

314,234

314,234

314,277

314,288

N STOCK

CAPITAL IN
EXCESS OF RETAINED TREA

AMOUNT  PARVALUE EARNINGS S

$31,424 $312,672 $1,883,423 $(532,

43,498 - 39,

- - (13,
(13,045)  (6,206) 37,
-~ 394,830
~  (89,224)
5,072 15 (

348,197 2,182,838 (469,
68,286 - 37,

- -~ (245,
1,459 -
4,007 12,530 17,
-~ 454,700
-~ (112,116)
(1,486) - (

420,463 2,537,952 (660,
83,283 - 44,

- —- @27,
(35,390) 679 35,
13,139 —- 10,

- 513,500
~  (129,814)
(1,003) -

$31,429

$ 480,492 $2,922,317 $(697,

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.
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STATEMENTS OF CONSOLIDATED CASH FLOWS
AUTOMATIC DATA PROCESSING, INC. AND SUBSIDIARIES

(IN THOUSANDS)

YEARS ENDED JUNE 30, 1997 1996 1995
CASH FLOWS FROM OPERATING ACTIVITIES
Net earnings $ 513,500 $ 454,700 $ 394,830
Depreciation and amortization 223,435 201,629 172,536
Deferred income taxes (35,291) 13,940 (11,050)
Changes in operating assets and liabilities:
Receivables and other assets (108,786) (46,321 ) (89,131)
Accounts payable and accrued expenses 48,263 (36,175 ) (1,975)
Other 77,938 86,494 28,247
Net cash flows from operating activities 719,059 674,267 493,457

Cash Flows From Investing Activities

Purchase of marketable securities (1,395,210) (1,014,244 ) (1,080,989)
Proceeds from sale of marketable securities 1,362,061 1,208,317 926,276
Capital expenditures (175,289) (163,525 ) (117,698)
Additions to intangibles (15,292) (111,054 ) (38,612)
Acquisitions of businesses, net of cash acquired (115,438) (472,783 ) (107,457)
Other 39,683 5,563 3,756
Net cash flows from investing activities (299,485) (547,726 ) (414,724)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of notes 45,395 90,746 -
Proceeds from issuance of common stock 71,263 125,617 99,412
Repurchases of common stock (127,709) (245,224 ) (13,146)
Dividends paid (129,814) (112,116 ) (89,224)
Other (2,547) 15,240 (789)
Net cash flows from financing activities (143,412) (125,737 ) (3,747)
Net change in cash and cash equivalents 276,162 804 74,986
Cash and cash equivalents, at beginning of period 314,416 313,612 238,626
Cash and cash equivalents, at end of period $ 590,578 $ 314,416 $ 313,612

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 1997, 1996 AND 1995

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Consolidation and Basis of Preparation. The obdated financial statements include the accoohsutomatic Data Processing, Inc. and
its majority-owned subsidiaries. Intercompany baémnand transactions have been eliminated in ddasioh.

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the amounts reportdtkigonsolidated financial statements and accopipamotes. Actual results could differ
from these estimates.

B. Cash and Cash Equivalents. Highly liquid invesstts with a maturity of three months or less attitine of purchase are considered cash
equivalents.

C. Marketable Securities. Marketable securitiesseirprimarily of high grade fixed income investrteerMost of the Company's marketable
securities are considered to be "available-for*saled, accordingly, are carried on the balancetshefair market value, which approximates
cost. Gains/losses from the sale of marketablergesuhave not been material. Approximately $13llion of the Company's long-term
marketable securities mature in 1-2 years, $15Bomiin 2-3 years, $115 million in 3-4 years, ahe temainder in less than 7 years.

D. Property, Plant and Equipment. Property, plawt equipment is depreciated over the estimatedibibeds of the assets by the straight-line
method. Leasehold improvements are amortized dneeshiorter of the term of the lease or the estidhaseful lives of the improvements.

The estimated useful lives of assets are primasljollows:

DATA PROCESSING EQUIPMENT 2TO 3 YEARS
BUILDINGS 20TO 4 0 YEARS
FURNITURE AND FIXTURES 3TO 7 YEARS

E. Intangibles. Intangible assets are recordedsttand are amortized primarily on a straight-basis. Goodwill is amortized over periods
from 15 to 40 years, and is periodically reviewedifpairment by comparing carrying value to undistted expected future cash flows. If
impairment is indicated, a write-down to fair valgmrmally measured by discounting estimated futagh flows) is taken.

F. Revenue Recognition. Service revenue, includoftvare license fees, maintenance fees and otiodlaay fees, is recognized as services
are provided. In those instances where hardwaseldsto clients as part of a bundled service dfigrthe gross profit on the sale of hardware
and prepaid software license fees, less costdlofgsand installation, is deferred and recognipada straight-line basis over the initial
contract period, which generally is from 5 to 7ngea

G. Foreign Currency Translation. The net assetsefCompany's foreign subsidiaries are translatedU.S. dollars based on exchange rates
in effect at the end of each period, and revendeeapenses are translated at average exchangeluaiteg the periods. Currency transaction
gains or losses, which are included in the regiltgperations, are immaterial for all periods pr#ed. Gains or losses from balance sheet
translation are included as a separate componeahtas€holders' equity.

H. Earnings Per Share. Earnings per share are basedthe weighted average number of shares odtataduring the respective periods.
I. Line of Business. The Company is engaged irctiraputing services business.

J. Reclassification of Prior Financial Stateme@trtain reclassifications have been made to prewears' financial statements to conform to
current classifications.

NOTE 2. ACQUISITIONS

Effective November 1, 1995, ADP acquired controGSI-Participations, a computer services compasgdan Paris, France for
approximately $460 million in cash plus transactosts and other related liabilities assumed. T8et&nsaction resulted in approximately
$596 million of goodwill and other intangibles (marily customer lists and software), which are geamortized over periods ranging from 5
to 40 years.

During fiscal 1997, 1996 and 1995, the Company Imased several other businesses for approximat@® #illion (including $7 million in
common stock), $91 million (including $20 million common stock), and $123 million (including $16liom in common stock),
respectively, net of cash acquired. The resultb@de acquired businesses were not material {6dahgpany's consolidated financ



statements, and are included from the date of aitigpun.

The Company also acquired several businessescal i997, 1996 and 1995 in pooling of interestgeations in exchange for 2,827,000,

969,000 and 2,362,000 shares of common stock, cieéply. The Company's consolidated financial steats were not restated because in
the aggregate these transactions were not material.

NOTE 3. NON-RECURRING ITEMS

In the fourth quarter of fiscal 1997, the Compaagahed a settlement with the Federal Trade Conwnissider which the Company will

divest certain assets, the amount of which is retenml. An estimated pretax loss of $17.8 millwas recorded in connection with the
settlement.

In the fourth quarter of fiscal 1997, a major Brdge Services client formalized its intention to@al its services contract with the Company,
and, as a result, a client contract
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deposit was returned to the Company resultingriorataxable gain to net earnings of approximat&® fiillion. The Company is
restructuring the internal operations of the Bralger front office business to better align the besshcost structure with the lower revenue
which will result as this client reduces its uséA@fP services over the next 12-18 months. A provisif approximately $31 million
($19million after tax) was recorded in order touee product lines and platforms and consolidate danters.

NOTE 4. RECEIVABLES

Accounts receivable is net of an allowance for dfulfaccounts of $40 million and $35 million at &80, 1997 and 1996, respectively.

The Company finances the sale of computer systerosrtain of its clients. These finance receivgtdebstantially all of which are due from
automobile and truck dealerships, are reflectatiénconsolidated balance sheets as follows:

1997 1996

(IN THOUSANDS) CURRENT LONG-TERM CURRENT LO

JUNE 30,

Receivables $134,506 $221,783 $126,415 $2

Less:

Allowance

for doubtful

accounts  (13,401) (20,370) (14,715) (
Unearned

income (24,048) (24,642) (25,144) (

$ 97,057 $176,771 $86,556 $1

25,727)

29,611)

Unearned income from finance receivables represbatexcess of gross receivables over the sales pfithe computer systems financed.
Unearned income is amortized using the intereshateto maintain a constant rate of return on theénvestment over the term of each

contract.

Long-term receivables at June 30, 1997 mature|msvs

(In thousands)

NOTE 5. INTANGIBLE ASSETS

1999 $ 99,
2000 68,
2001 37,
2002 12,
Thereafter 2,
$221

Components of intangible assets are as follows:

(In thousands)

JUNE 30, 1997
Goodwill $1,062,193 $
Other 739,323
1801516 1,
Less accumulated amortization (486,729) (

$1,314,787 $1,

989
958
739
203
894

783

931,424
709,803

641,227

394,133)

Other intangibles consist primarily of purchaseghts (acquired directly or through acquisitionsptovide data processing services to var
groups of clients (amortized over periods from S3@oyears) and purchased software (amortized amogs from 3 to 10 years).
Amortization of intangibles totaled $92 million féiscal 1997, $81 million for 1996 and $66 millifor 1995.



NOTE 6. Debt

A portion of the purchase price of certain inteiodl acquisitions has been funded by borrowinlpdal currency (equivalent to $129 milli
as of June 30, 1997 and $91 million as of Jund.896) on a short-term basis at an average intefé&s8% in fiscal 1997 and 4.1% in fiscal
1996. These borrowings have been designated ag$@dginst the Company's net investment in thenessés acquired.

Components of long-term debt are as follows:

(IN THOUSANDS)

JUNE 30, 1997 1996

Zero coupon convertible subordinated

notes (5 1/4% yield) $350,8 97 $356,561
Industrial revenue bonds

(with fixed and variable interest rates

from 3.6% to 8.3%) 38,6 90 39,200

Other 12,6 66 13,189
4022 53 408,950

Less current portion (1,0 91) (5,207)
$401,1 62 $403743

The zero coupon convertible subordinated notes hdaee value of approximately $750 million at J80e 1997, and mature February 20,
2012, unless converted or redeemed earlier. Tresraoe convertible into approximately 9.7 millidrages of the Company's common stock.
The notes are callable at the option of the Compang the holders of the notes can convert intonrcomstock at any time or require
redemption in 1997, 2002, and 2007. During fis@47Land 1996 approximately $52 million and $3 millface value of notes were
converted or redeemed. As of June 30, 1997 and, 188@juoted market prices for the zero couponswtere approximately $443 million
and $400 million, respectively. The fair value loé tother debt included above, based on availabikehenformation, approximates its
carrying value.
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Long-term debt repayments are due as follows:

(IN THOUSANDS)

1999 $ 435
2000 435
2001 1,690
2002 -
Thereafter 3 98,602
$4 01,162

Interest payments were approximately $10 milliofisoal 1997, $8 million in 1996 and $4 million 1995.
NOTE 7. PAYROLL AND PAYROLL TAX FILING SERVICES

As part of its integrated payroll and payroll téinfy services, the Company collects funds for fatlestate and local employment taxes from
approximately 285,000 clients, files annually o£8r0 million returns, handles all regulatory cop@sdence, amendments, and penalty and
interest disputes, remits the funds to the appatg@tax agencies, and handles other employer dedatwices. In addition to fees paid by
clients for these services, the Company receivesdst during the interval between the receiptdisbdursement of funds by investing the
funds primarily in AA or better rated fixed incomwunicipal instruments, with no more than $80 millia any single instrument. The amount
of collected but unremitted funds varies signifidauring the year and averaged approximately $dlon in fiscal 1997, $3.7 billion in
fiscal 1996 and $3.3 billion in fiscal 1995. The@mt of such funds was $5.8 billion as of Junel®®7, of which $1 billion was supported
by a letter of credit and a related ADP guararded, $5.0 billion as of June 30, 1996. Interestalected but unremitted funds amounted to
approximately $213 million in fiscal 1997, $178 loih in 1996, and $148 million in 1995.

NOTE 8. EMPLOYEE BENEFIT PLANS

A. Stock Plans. The Company has stock option pldrish provide for the issuance to eligible emplayeéincentive and non-qualified stock
options, which may expire as much as 10 and 1Xyeaspectively, from the date of grant, at pricesless than the fair market value on the
date of grant. At June 30, 1997, there were 6,20fgipants in the plans. The aggregate purchdse for options outstanding at June 30,
1997 was approximately $615 million. The optionpiexbetween 1997 and 2007.

A summary of changes in the stock option plangterthree years ended June 30, 1997 is as follgmwthousands, except per share amot

Number of Options Weighted Average Price

Years ended June 30 1997 1996 19 95 1997 1996 1995

Options outstanding,

beginning of year 22,707 20,724 19, 340 $25 $21 $18
Options granted 3,566 6,080 5, 384 $45 $37 $28
Options exercised (2,952) (2,445) (2, 282) $18 $14 $11
Options canceled (2,036) (1,652) (1, 718) $29 $28 $24
Options outstanding,

end of year 21,285 22,707 20, 724 $29 $25 %21
Options exercisable,

end of year 7,250 6,677 5, 652 $19 $16 $14
Shares available for

future grants,

end of year 8,485 10,015 4, 442

Shares reserved for

issuance under

stock option plans 29,770 32,722 25, 166

Summarized information about stock options outstamds of June 30, 1997 is as follo\



OUTSTANDING EXERCISABLE

AVERAGE AVERAGE
EXERCISE # OF SHARES REMAINING EXERCISE # OF SHARES EXERCISE
PRICE RANGE (IN THOUSANDS) (LIFE IN YEARS) PRICE  (IN THOUSANDS) PRICE
Under $10 482 1.4 $9 482 $9
$10 to $20 3,613 3.3 $15 3,386 $14
$20 to $30 7,630 6.2 $25 2,597 $25
$30 to $40 6,065 8.2 $36 776 $35
Over $40 3,495 9.5 $46 9 $ 42

The Company has stock purchase plans under whgiblelemployees have the ability to purchase shafeommon stock at 85% of the
lower of market value as of the date of purchasetiein or end of the plan. Approximately 2.0 mitlishares are scheduled for issuance on
December 31, 1997 and on December 31, 1998. Appedriy 1.8 million and 1.9 million shares were sgwauring the years ended June 30,
1997 and 1996 respectively. At June 30, 1997 a®é lithere were approximately 8.6 million sharegmesd for purchase under the plan.
Included in liabilities as of June 30, 1997 and@88 employee stock purchase plan withholdinggpfoximately $56 million and $51
million, respectively.

The Company has elected to continue to follow ABB®account for its stock plans. FASB Statement N3 requires that the Company
disclose the pro forma net income impact of optiand stock purchase plan rights granted subsetuénty 1, 1995. The fair value for these
instruments was estimated at the date of grangusiBlack-Scholes
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option pricing model with the following weighted

average assumptions:

YEARS ENDED JUNE 30, 1997 1996
Risk-free interest rate 5.8-6.6% 5. 2-6.5%
Dividend yield 1.0-1.1% 1.1%
Volatility factor 12.7-13.2% 11.9 -13.3%
Expected life:

Options 6.2 6.2
Purchase rights 2.0 2.0
Weighted average fair value:

Options $12.43 $9.53
Purchase rights $11.94 $9.53

The Company's pro forma information, amortizing fdie value of the stock options and stock purchaaa rights issued in 1997 and 1996
over their vesting period, is as follows:

(IN MILLIONS, EXCEPT PER SHARE AMOUNTS)

YEARS ENDED JUNE 30, 1997 1996
Pro forma net earnings $ 492 % 442
Pro forma earnings per share $169 $ 1.53

The Company has a restricted stock plan under wdtialhes of common stock have been sold for nomnaideration to certain key
employees. These shares are restricted as todraargd in certain circumstances must be resoldeg@bmpany at the original purchase price.
The restrictions lapse over periods of up to sixrgeDuring the years ended June 30, 1997, 199689l the Company issued 148,800,
186,800, and 106,300 restricted shares, and regsedi20,000, 47,200 and 50,200 shares, respectively

B. Pension Plan. The Company has a defined bersfit balance pension plan covering substantidily.8l. employees, under which
employees are credited with a percentage of baseaizh plus 7% interest. Employees are fully vestedompletion of five years service.
The Company's policy is to make contributions wittiie range determined by generally accepted aatymminciples.

The plan's funded status is as follows:

(IN THOUSANDS)

JUNE 30, 1997 1996

Funded plan assets at market value,
primarily stocks and bonds $ 264,400 $191,400

Actuarial present value of benefit obligations:

Vested benefits 170,900 140,900
Non-vested benefits 9,200 8,200
Accumulated/projected benefit obligation 180,100 149,100
Plan assets in excess of projected benefits 84,300 42,300
Prior service cost (2,500) (3,400)

Transition obligation 1,200 1,500
Unrecognized net actuarial loss due to

different experience than that assumed (8,100) 22,700
Prepaid pension cost $ 74,900 $ 63,100

The components of net pension expense were asviollo

(IN THOUSANDS)



YEARS ENDED JUNE 30, 1997 1996 1995

Service cost - benefits earned

during the period $15,500 $13,600 $12,600
Interest cost on projected benefits 11,800 10,000 8,400
Return on plan assets (53,500) (20,000) (11,600)
Net amortization and deferral 36,500 9,900 3,600
$10,300 $13,500 $13,000

Assumptions used to develop the actuarial presaoewf benefit obligations for the three yearsezhdune 30, 1997 were:

1997 1996 1995

Discount rate 7.75% 8.0% 8.0%
Expected long-term

rate of return on assets 85% 8.5% 8.5%
Rate of increase in

compensation levels 6.0% 6.0% 6.0%

C. Retirement and Savings Plan. The Company h&8& @&xretirement and savings plan which allowsiblggemployees to contribute up to
12% of their compensation annually. The Companychest a portion of this contribution which amournti@dpproximately $19 million, $18
million and $11 million for calendar years 19969%%nd 1994, respectively.

NOTE 9. INCOME TAXES

In accordance with FASB Statement No. 109, accagrftr income taxes follows the asset and liabaipproach. Deferred taxes reflect the
tax consequences on future years of differencegdeet the financial reporting and tax bases of ass®l liabilities.

The provision for income taxes consists of theofwlhg components:

(IN THOUSANDS)

YEARS ENDED JUNE 30, 1997 1996 1995
Current:
Federal $170,826 $124,400 $106,440
Non-U.S. 37,090 20,750 19,150
State 37,885 21,600 24,910
Total current 245,801 166,750 150,500
Deferred:
Federal (29,741) 6,060 (4,440)
Non-U.S. 4,360 5,860 (5,430)
State (9,910) 2,020 (1,180)
Total deferred (35,291) 13,940 (11,050)
$210,510 $180,690 $139,450

26



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
AUTOMATIC DATA PROCESSING, INC. AND SUBSIDIARIES

At June 30, 1997 and 1996, the Company had grdesrdd tax assets of approximately $142 million &ad4 million, respectively,
consisting primarily of operating expenses notenily deductible for tax return purposes. Valuagdlowances approximated $23 million as
of June 30, 1997 and 1996. Gross deferred taxitiabiapproximated $214 million as of June 30,298d June 30, 1996, consisting
primarily of differences in the accounting and taues of certain fixed and intangible assets.

Income tax payments were approximately $200 miliio©997, $178 million in 1996 and $131 millioni895. Pretax U.S. earnings
approximated $649 million in 1997, $592 million1i896, and $505 million in 1995.

A reconciliation between the Company's effectiverite and the U.S. federal statutory rate is hevis:

(IN THOUSANDS, EXCEPT PERCENTAGES)

YEARS ENDED JUNE 30, 1997 % 1996 % 1995 %

Provision for taxes

at statutory rate $253,400 35.0 $222,400 35.0 $187,000 35.0
Increase (decrease)

in provision from:

Investments in

municipals and

and preferred

stock (62,200) (8.6) (55,300 ) (8.7) (57,995) (10.9)

State taxes, net

of federal tax

benefit 18,180 2.5 15,370 24 15425 2.9
Other 1,130 0.2 (1,780 ) (3) (4,980) (.9)
$210,510 29.1 $180,690 28.4 $139,450 26.1

NOTE 10. COMMITMENTS AND CONTINGENCIES

The Company and its subsidiaries have variousitiasiland equipment lease obligations. Total reexaense was approximately $165 mill
in 1997, $164 million in 1996 and $152 million iA95 with minimum lease commitments under operdgages as follows:

(IN THOUSANDS)

YEARS ENDING JUNE 30,

1998 $ 158,000
1999 115,000
2000 67,000
2001 39,000
2002 29,000
Thereafter 65,000
$ 473,000

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

In the normal course of business, the Companylpestito various claims and litigation. The Compaags not believe that the resolution of
these matters will have a material impact on thesobidated financial statements.

NOTE 11. FINANCIAL DATA BY GEOGRAPHIC AREA

Information about the Company's operations by gaulgc area for the two years ended June 30, 198§ fisllows (in millions):

OTHER



NON-U.S.

UNITED (PRIMARILY CONSOLI-
STATES EUROPE CANADA) CORP ORATE DATED
Revenue
1997 $3,417 $512 $131 $ 52 $4,112
1996 $3,020 $388 $115 $ 44 $3,567

Earnings before
income taxes

1997 $ 633 $057 $018 $ 16 $ 724
1996 $0,562 $035 $008 $ 30 $ 635
Identifiable

assets

1997 $1,659 $1,315 $ 84 %1, 325 $4,383
1996 $1,553 $1,244 $65 $ 978 $3,840

International operations prior to fiscal 1996 weod material to the Company's consolidated findmeisults.
NOTE 12. QUARTERLY FINANCIAL RESULTS(Unaudited)
Summarized quarterly results of operations forttinee years ended June 30, 1997 are as follows:

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTYS)

FIRST SECOND THIRD FOURTH
YEAR ENDED JUNE 30, 1997 QUARTER QUARTER QUARTER QUARTER
Revenue $910,730 $995,575 $1,126,284 $1,079,597
Net earnings $93,280 $127,580 $ 164,930 $ 127,710(a)
Earnings per share $ 32 $ 44 $ 56 $ .44(a)

(A) AFTER IMPACT OF NON-RECURRING ITEMS (SEE NOTH.3

YEAR ENDED JUNE 30, 1996

Revenue $747,094 $819,723 $1,031,864 $ 967,916
Net earnings $81,900 $108,900 $ 143,900 $ 120,000
Earnings per share $ 28 $ .38 $ 49 42

YEAR ENDED JUNE 30, 1995

Revenue $622,286 $672,597 $ 798,989 $ 799,870
Net earnings $68,700 $ 94,920 $ 125,270 $ 105,940
Earnings per share $ 24 $ .33 $ 44 8 .37

Third quarter revenue and earnings have histoyitsen positively impacted by calendar year-endg®sing associated with many of the
Company's services.
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REPORT OF MANAGEMENT

Management is responsible for the preparation@btttompanying financial statements. The finarstatements, which include amounts
based on the application of business judgments haen prepared in conformity with generally acegtccounting principles. Deloitte &
Touche LLP, independent certified public accourgahaive audited our consolidated financial statesnes described in their report.

The Company maintains financial control systemsgahes! to provide reasonable assurance that ageetaf@guarded and that transactions
are executed and recorded in accordance with mar&ageauthorization. The control systems are supddsy written policies and the control
environment is regularly evaluated by both the Cany{s internal auditors and Deloitte & Touche.

The Board of Directors has an Audit Committee cdsgat of four outside directors. The Audit Committeeets with both Deloitte & Touche
and the internal auditors with and without managattag@resence. It monitors and reviews the Compdmancial statements and internal
controls, and the scope of the internal auditard' @eloitte & Touche's audits.

Deloitte & Touche and the internal auditors haw®faccess to the Audit Committee.

/sl Arthur F. Weinbach

Arthur F. Weinbach
PRESI DENT AND CHI EF EXECUTI VE OFFI CER

/sl Richard J. Havil and

Ri chard J. Havil and
CHI EF FI NANCI AL OFFI CER

Roseland, New Jersey August 13, 1997
INDEPENDENT AUDITORS' REPORT

Board of Directors and Shareholders
Automatic Data Processing, Inc.
Roseland, New Jersey

We have audited the accompanying consolidated balsineets of Automatic Data Processing, Inc. abdidiaries as of June 30, 1997 and
1996, and the related consolidated statementsroingg, shareholders' equity, and cash flows fohed the three years in the period ended
June 30, 1997. These consolidated financial stattsage the responsibility of the company's managgn®©ur responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethemthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetegresent fairly, in all material respects, tin@ricial position of Automatic Data
Processing, Inc. and subsidiaries at June 30, 48871996, and the results of their operations heil tash flows for each of the three years
in the period ended June 30, 1997, in conformityrgenerally accepted accounting principles.

/sl Deloitte & Touche LLP

New York, New York, August 13, 1997
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APPENDIX
(As required pursuant to Rule 304(a) of RegulaBen)

The following is a narrative description of the i or image material which appears in Exhibitd 8he Registrant's Annual Report on
Form 10-K (the "Form 10-K"). Exhibit 13 containsrpeular pages from the Registrant's 1997 AnnugldReto Shareholders (the "1997
Annual Report") which are incorporated by refereimte the Form 10-K.

Page in 1997

ANNUAL REPORT DESCRIPTION

3 The photograph on page 3 of the 1 997 Annual Report is of
Arthur F. Weinbach, President and Chief Executive Officer.

5 The photograph on page 5 of the 1 997 Annual Report is of
Josh S. Weston, Chairman.

7 The photograph on page 7 of the 1 997 Annual Report is
described in the following captio n on page 7: "Below:
Following their successful payrol | conversions, Pierce
Leahy's Director of Human Resourc es, Lawrence J. Sparacino
(left), and Payroll Supervisor, R egina A. Walsh, take ADP
Senior Implementation Consultant, Hugh McGovern on a tour
of one of their archives. The com pany has 161 storage
facilities in the U.S. and Canada "

8 The photograph on page 8 of the 1 997 Annual Report is
described in the following captio n on page 8: "Left: ADP's
"payroll by phone" is a fast and easy solution for Image
Force, a Paris-based advertising agency. Receptionist
Nazanine Amini-Majdi (right), pho nes her ADP client
representative to submit employee hours and wage
information as Gilles Vetillart, Account Director, confirms
the data.

9 The photograph on page 9 of the 1 997 Annual Report is
described in the following captio n on page 9: "Above: The
Application Group's Practice Area Manager, Martia DeLauro
(far left); and Susan Gallagher, Engagement Manager, ADP;
discuss the successful implementa tion of ADP's full-featured
HR management system, CSS Hrizon, with Catherine E. Scism,
Business Leader; and Stephen Capu ccio, HRIS Manager Human
Resources of Blue Cross Blue Shie Id of Massachusetts."

10 The photographs on page 10 of the 1997 Annual Report are

described in the following captio
"Far left: Claudia Holcomsbe (lef
Services, AT&T, with Robert Kalen
Production Operations and Mary An
President Sales, ADP ICS. ICS's e
sophisticated systems support an
which eliminates duplicate shareo
of street name shareowners and pr
distribution process which allows
than 3 million shareowners.

Left: J.W. Charles Financial Serv
largest broker/dealers in Souther
together to facilitate the firm's
Sease, Jr., ADP Account Manager (
management

ns on page 10:

t), Director of Shareowner
ka (center), Vice President
n Butera (right), Vice
xtensive capacity and
ongoing project with AT&T
wner mailings to about 10%
ovides a cost efficient
AT&T to reach its more

ices, Inc., one of the

n Florida, and ADP work
future growth. John C.
right), helps the firm's



11

12

13

14

15

team, Thomas Terpko, Vice Preside
Services (left), and Greg Glaser,
and Treasurer (center), to maximi
derived from ADP's integrated pro

The photograph on page 11 of the
described in the following captio
Peter A. Wigger (left), Chairman,
Barra (right), President and COO
Services Corp., along with John C
President, and Frank Conti (cente
President, of Waterhouse Securiti
ADP's Mark J. Coviello (second fr
Account Management, and Marianne
right), Senior Vice President of
can provide the technology and so
Securities, Inc. and its affiliat
competitive edge."

The photograph on page 12 of the
described in the following captio
(right), ADP Major Account Execut

MILLENNIA3 SYSTEMS SERIES at Maro

Lauderdale, FL with Michael E. Ma
President, New Vehicle Division,
H. Scott Barrett (left), Senior V
Technology, Republic Industries,
(center left), Vice President, Co
Republic Industries, Inc. ADP Dea
with innovators such as Republic
the fastest growing automotive or
States with involvement in new ca
super stores and the rental car i

The photograph on page 13 of the
described in the following captio
Kasper Lydom Schultz, Technical C
Services Denmark discusses ADP's
world class service to ADP client
the world with Asbjorn Jensen, Ow
ApS."

The photograph on page 14 of the
described in the following captio
Progressive Insurance Company use
Audit System for first and third
implemented ADP's managed care ne
co-developing the Injury Claim Ev
John P. Bindseil (left), Medical
Claims for Progressive and Martha
Managed Care Networks for ADP Int
discuss the impact of the managed
Progressive's Tampa office."

The photograph on page 15 of the
described in the following captio
ADP's Catastrophe Services assist
staff and estimating equipment at
Senior Account Representatives Da
Aaron DeGroat (right), demonstrat
Caron (center), Managing Appraise
Insurance Company, who recently u
Services, and is currently in the
latest generation of estimating s

nt Management Information
Executive Vice President
ze the unique benefits

duct offerings."
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r retailing, used car
ndustry."

1997 Annual Report is
n on page 13: "Below:
onsultant for ADP Dealer
commitment to providing
s in Denmark and around
ner, Bjorn Cannings Etft.

1997 Annual Report is

n on page 14: "Left:

s ADP's Provider Bill

party claims, has

twork in Florida, and is
aluation (ICE) product.
Claim Manager, Corporate
Herbig (right), Director,
egrated Medical Solutions
care network in

1997 Annual Report is

n on page 15. "Below:
clients by providing both
vital disaster areas.

vid Roberts (left), and

e ADP's PenPro for Colin
r for Amica Mutual

tilized ADP's Catastrophe
process of testing this
oftware."



EXHIBIT 21

Name of Subsidiary

ADP Atlantic, Inc.

ADP Claims Solutions Group, Inc.

ADP Deutschland Autonom Computer AG
ADP Nederland B.V.

ADP Central, Inc.

ADP Credit Corp.

ADP Dealer Services Ltd.

ADP East, Inc.

ADP Europe S.A.

ADP Financial Information Services, Inc.
ADP Financial Information Services (UK) Limited
ADP, Inc.

ADP Insurance Company, Ltd.

ADP Network Services International, Inc.
Automatic Data Processing Limited

ADP of New Jersey, Inc.

ADP of North America, Inc.

ADP Pacific, Inc.

ADP Savings Association

ADP Tax Services, Inc.

ADP Broker-Dealer, Inc.

Securities Industry Software Corporation
ADP Hollander, Inc.

ADP of Roseland, Inc.

Peachtree Software, Inc.

The Application Group, Inc.

Canadian Automatic Data Processing Services Ltd.
Taylorix AG

Jurisdiction of
Incorporation

Delaware
Delaware
Germany
The Netherlands
Delaware
Delaware
Canada (Federal)
Delaware
France
Delaware
United Kingdom
Delaware
Delaware
Delaware
United Kingdom
Delaware
Delaware
Delaware
Pennsylvania
Delaware
New Jersey
Colorado
Delaware
Delaware
Delaware
California
Canada (Federal)
Germany

In accordance with Item 601(b)(21) of RegulatioK She Registrant has omitted the names of pagricsiibsidiaries because the unnamed
subsidiaries, considered in the aggregate as &esngsidiary, would not have constituted a sigatfit subsidiary as of June 30, 19



EXHIBIT 23
INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference inofnatic Data Processing, Inc.'s Registration Statéfdes. 33-45150, 33-52876, 55909,
33-57207, 33-58165, 33-61629, 333-01839, 333-02333;12767, 333-15103 and 333-29713 on Form S-FRayistration Statements Nos.
33-24987, 33-25290, 33-38338, 2-75287, 33-3836&88H5, 33-46168, 33-51979, 33-51977, 33-5262%H@E8L9, 33-56463, 333-10281,
333-10279, 333-10277 and 333-13945 on Form S-&iofaport dated August 13, 1997, included in th@718nnual Report to Shareholders
and incorporated by reference in this Annual ReporForm 10-K of Automatic Data Processing, Inc.tfe year ended June 30, 1997.

/sl Deloitte & Touche LLP
New Yor k, New Yor k
Sept enber 18, 1997



ARTICLE 5

PERIOD TYPE 12 MOS
FISCAL YEAR END JUN 30 199
PERIOD END JUN 30 199
CASH 590,57¢
SECURITIES 434,34:
RECEIVABLES 644,61(
ALLOWANCES (39,542
INVENTORY 34,16
CURRENT ASSET¢ 1,805,32:
PP&E 1,351,76!
DEPRECIATION 832,42:
TOTAL ASSETS 4,382,77.
CURRENT LIABILITIES 1,019,87.
BONDS 401,16:
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 31,42¢
OTHER SE 2,629,13i
TOTAL LIABILITY AND EQUITY 4,382,77.
SALES 0
TOTAL REVENUES 4,112,18
CGS 0
TOTAL COSTS 3,345,33!
OTHER EXPENSE¢ 0
LOSS PROVISION 15,047
INTEREST EXPENSE 27,79«
INCOME PRETAX 724,01(
INCOME TAX 210,51(
INCOME CONTINUING 513,50(
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 513,50(
EPS PRIMARY 1.7¢
EPS DILUTED 1.71
End of Filing
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