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Part |
Iltem 1. Business

CORPORATE BACKGROUND
General

ADP ® was founded in 1949 on an innovative idea to hekiress owners focus on core business activitiesllgving them from certain
administrative tasks such as payroll. AutomaticaRitocessing, Inc. was incorporated in the Staletdware in June 1961 and completed its
initial public offering in September 1961. Today & one of the world's leading providers of huroapital management solutions to
employers, as well as integrated computing solstiornvehicle dealers around the world. We offeusohs to businesses of all sizes, whether
they have simple or complex needs, and serve ajppataly 637,000 clients in more than 125 countr@st common stock is listed on the
NASDAQ Global Select Mark® under the symbol “ADP”.

When we refer to “we”, “us”, “our”, “ADP”, or theCompany” in this Annual Report on Form 10-K, we méaitomatic Data Processing, Inc.
and its consolidated subsidiaries.

Available Information

Our corporate websiteyww.adp.com provides materials for investors and informatdout our services. ADP's Annual Reports on Form 10
K, Quarterly Reports on Form 10-Q, Current Report$-orm 8-K, all amendments to those reports, hadPtoxy Statement for our Annual
Meeting of Stockholders are made available, freehafge, on our corporate website as soon as rablygoracticable after such reports have
been filed with or furnished to the Securities &xdhange Commission (SEC) and are also availalitees8EC's website atww.sec.gov The
content on any website referenced in this filingas incorporated by reference into this filing es8 expressly noted otherwise.

BUSINESS OVERVIEW
ADP's Mission and Strategy

For 65 years, ADP’s mission has been to help omgdioins unlock their business potential with owightful solutions. Our commitment to
service excellence lies at the core of our relatigmwith each of our clients, whether a small, stEdd or large organization, in one or multiple
countries. We innovate to deliver new products serdices that anticipate client needs in all of markets. We help businesses focus on and
optimize the most important investment they malteeir investment in their people. From recruitmi@ntalent management to retirement, our
unique combination of expertise and technologyrsffesights that help our clients leverage humaitaBmanagement (HCM) to drive better
business results. Our future success also dependsraecruiting, hiring, developing and retainimghly qualified, motivated and diverse
talent. Predicated on these priorities, our busisémtegy is based upon the following three siratgillars, which are designed to position A
as the global market leader in HCM services:

e grow our integrated suite of clolsed HCM, benefits, and payroll solutions to séineeU.S. marke
* investto grow and scale our HR Business Proce$soDicing (BPO) solutions by leveraging our platisrand processes; ¢
» leverage our global presence to offer clients H®bhefits, and payroll solutions where they do bess

Reportable Segments

ADP's three reportable business segments are: EmpBervices; Professional Employer OrganizatidadPServices; and Dealer Services.
For financial data by segment and by geographia, @ee Note 15 to the “Consolidated Financial Stat#s” contained in this Annual Report
on Form 10-K.

On April 10, 2014, we announced that our Board imé€iors approved a plan to separate our Dealatic®srbusiness into an independent

publicly traded company through a tax-free spinedfl00% of our Dealer Services business to ADPedf@ders. The spin-off is subject to
required regulatory approvals and reviews and vieeixto complete the separation by October 201dntére information on the spin-off of
our Dealer Services business, see Note 2 to thas@ilated Financial Statements” contained in Anaual Report on Form 10-K.




Employer Services. Employer Services is our largest segment, wit@® associates in 35 countries. Employer Senvtfess a
comprehensive range of business outsourcing and K@iions, including:

e Payroll Service

*  Benefits Administratio

e Talent Manageme

 Human Resources Managerr

» Time and Attendance Managen

* Insurance Servic

* Retirement Servici

e Tax, Compliance and Payment Soluti

Employer Services’ approach to the market is tovdekolutions and services that best meet cligetgliirements. Employer Services
serves clients ranging from small businesses witvef than 50 employees to large enterprises witltimational operations.

Professional Employer Organization (PEO) Services. ADP's PEO business, called ADP TotalSource®, ides/approximately 7,800
clients with comprehensive employment administratatsourcing solutions through a co-employmerati@hship in which employees who
work at a client's location (referred to as “wotkstmployees”) are cemployed by us and the client. ADP TotalSourcééslargest PEO in tt
United States based on the number of worksite eyapk serving approximately 340,000 worksite emgdgyin all 50 states.

Dealer Services. Dealer Services provides integrated dealer managesystems, digital marketing/advertising sohsiand other
business management solutions to retailers, digtib and manufacturers of automobiles, minivapsttaitility vehicles, light and heavy
trucks, construction equipment, agricultural equépitn motorcycles, boats and other marine vehiciédsrecreational vehicles. Dealer Services
provides solutions to a diverse client base througkhe United States and in approximately 100taufdil countries internationally, serving
more than 26,000 automotive retailers and origisglipment manufacturers.

PRODUCTS AND SERVICES

Employer Services

Human Capital Management (HCM). In order to serve the unique needs of diverse tgpésisinesses, ADP provides a range of
solutions, via a software and service-based deliwerdel, which businesses of all sizes can useduit, staff, pay, manage, and retain
employees. We serve more than 430,000 clients BiR'é&software as a service (SaaS) offerings, corymeferred to as "the cloud.” As a
leader in the growing HR Business Process Outsogi@PO) market, we also offer fully integratedsmutrcing solutions that enable our
clients to outsource their HR, time and attendanaeagement, payroll, and benefits administratiaictions to ADP. In addition, our mobile
applications enable businesses to process theiolhagnd gives more than 2.5 million of our clisnémployees convenient access to their
benefits, payroll, time and attendance and HR m#dfon, via multiple mobile device platforms.

Integrated HCM SolutionsOur premier suite of human capital management ptscaffers integrated solutions to assist emplogérs
all sizes in all stages of the employment cyclenfrecruitment to retirement:

* RUN Powered by ADP® is used by more than 380418all businesses. It combines a software platforrmanaging small
business payroll, human resources management aidrgpliance administration, with 24/7 service an@port from our team of
small business experts. RUN Powered by ADP alsgmates with other available ADP services, sudinas and attendance
tracking, workers compensation insurance premiuymgat plans, and certain retirement plans.

 ADP Resource® is a comprehensive human resounaeagement outsourcing solution for small busieedisat offers payroll
and tax administration, recruitment and select@nployee assistance, employee training prograngistisikh management and
safety programs. ADP Resource also integratesatitbr available ADP services, such as 401(k) pthmiaistration services and
workers compensation insurance premium paymensplan

» ADP Workforce Now® is a flexible HCM solution &g by more than 50,000 midsized businesses to mahag employees
across more than 30 countries. In addition, ADP kémce Now puts powerful mobile HR solutions
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in the hands of client employees, and opens atoates/elopers and system integrators through thtfop’s Application
Programming Interface (API) Library. More businesase ADP Workforce Now than any other HCM soluti@signed for the
midmarket today.

 ADP Vantage HCM® is a solution for large entésps with more than 1,000 employees. It offersrapp@hensive set of human
capital management capabilities within a singleisoh that unifies the five major areas of HCM: lamresources management,
benefits administration, payroll, time and attermbamanagement, and talent management.

e ADP GlobalView® and ADP Streamline® offer HCMIgtions to multinational companies. GlobalView al®the largest
multinational clients to standardize their HCM sties across geographical regions, including reoltintry payroll and human
resources management, talent management, andnnet@ndance management. ADP Streamline® offetsagjpayroll
processing and human resources administrationcestd businesses with small and midsized opesatiomultiple countries.
ADP GlobalView Select combines GlobalView and Stnéae offerings into one integrated solution thikdas a large
multinational client to cover its multi-country pajyl and other HCM needs across multiple countei@gering the full range of its
large, midsized and small operations.

Payroll ServicesADP provides flexible payroll services to employefsll sizes, including the preparation of empleyaychecks,
pay statements, supporting journals, summariesparthgement reports. ADP provides employers witlda range of payroll options rangi
from manually calling in their payroll to our spelists; entering their payroll data online withiaternet-based solution or via a mobile device;
or outsourcing their entire payroll process to ABPP also enables its largest clients to interfilaedr major enterprise resource planning
(ERP) applications with ADP's outsourced payrot/gms. Employers can choose a variety of payrajinpent options ranging from
professionally printed checks to ADP's electronage payment and payroll card solutions. ADP alepares and files federal, state and local
payroll tax returns and quarterly and annual Sdséurity, Medicare, and federal, state and lauadine tax withholding reports on our cliet
behalf. In addition, as part of our W-2 managensenvices, ADP supplies year-end tax statementsrtal@nts' employees. For those clients
who choose to process payroll in-house, ADP aldivete our Tax, Compliance and Payment Solutiorscdeed below.

Benefits Administration ADP provides flexible solutions for outsourcedmoyee benefits administration. Employee benefits
administration options include health and welfademistration, spending account management (health spending accounts, dependent car
spending accounts, health reimbursement arrangsitezdlth savings accounts, commuter benefitseamgoyee reimbursement services),
COBRA administration, direct bill services, leavthranistration services, carrier enrollment servi@sployee communication services, and
dependent verification services. In addition, AD#P&fits administration solutions offer employerseéficient cloud-based eligibility and
enrollment system. It provides their employees wotils, communications, and other resources they @ understand their benefits options
and make informed choices. In addition, ADP prositiols and solutions to assist employers in mgetia demands of health care reform anc
their related employer responsibilities, as welstategic insight into employer trends.

Talent ManagementADP's Talent Management Solutions simplify tHertaacquisition and performance management prdoeiss
recruitment to ongoing employee development. APRYprietary recruiting automation platform helpspdoyers find, recruit, and hire talent
quickly and cost effectively. Employers can alsceirt@eir hiring needs by outsourcing their intenalruitment function to ADP. ADP's pre-
employment services enable employers to track datel, screen candidate backgrounds, and intetptedo facilitate the onboarding proces:s
for new hires. ADP's performance and compensatianagement applications provide tools to automagettiire performance management
process from goal planning to employee evaluatimtshelp employers align compensation with emplg@eréormance within budgetary
constraints. Integrated with ADP's performance rgangent applications, ADP's career development aocession management solutions
offer tools that allow employees to build and updhtir employee profiles, search for potentialtpmss within the organization, and create-
forward looking career paths, while enabling mamsige identify and mitigate potential retentiorkesin addition, ADP's learning managern
solutions provide a single point of access to lie@rand knowledge management capabilities via pleltonline delivery methods.

Human Resources Managemef@ommonly referred to as Human Resource Informafigstems (HRIS), ADP's Human Resources
Management Solutions provide employers with a sisglurce of record to support the entry, validatinaintenance, and reporting of data
required for effective HR management, such as eyeplmames, addresses, job types, salary gradekyengmt history, and educational
background. ADP's Human Resources Management 8autian also be integrated with ADP's Talent Mamage Solutions and other HCM
offerings.




Time and Attendance ManagemeADP offers multiple options for employers of siltes to collect employee time and attendance
information, including electronic timesheets, badgeds, biometric and touch screen time clockeptebne/interactive voice response, and
mobile smartphones and tablets. ADP's time and@atgce tracking tools simplify employee schedudind automate the calculation and
reporting of hours worked, helping employers erddeave and attendance policies more consistarthtrol overtime, and manage
compliance with wage and hour regulations.

Insurance ServicesADP Insurance Services, in conjunction with doethsed insurance agency, Automatic Data Processsugance
Agency, Inc., facilitates access to workers compgos and group health insurance for small and imédisclients through a variety of insura
carriers. ADP's automated Pay-by-Rapremium payment program calculates and collect&ersf compensation premium payments eact
period.

Retirement ServicesADP Retirement Services helps employers adminigtgous types of retirement plans, such as 40(ifkjuding
“safe harbor” 401(k) and Roth 401(k)), profit smari(including new comparability), SIMPLE IRA, angeeutive deferred compensation
plans. ADP Retirement Services offers a full sesvd01(k) plan program, which provides recordkeepind administrative services, combined
with an investment platform offered through ADP BzoDealer, Inc. that gives our clients' employaesess to a wide range of npreprietan
investment options and online tools to monitorgleeformance of their investments. ADP Retirememviges also offers trustee services
through a third party.

Tax, Compliance and Payment Solutions

Employment Tax Servicess part of ADP's employment tax services, ADPppres and files employment tax returns on our tdien
behalf with federal, state, and local tax agendiesonnection with these services, ADP collectiefal, state, and local employment taxes 1
clients and remits these taxes to the appropiaied agencies via an electronic interface withra800 federal, state, and local tax agencies
in the United States. ADP also responds to ingsiifiem tax agencies and assists with filing taxgsts on the clients' behalf. In addition to oul
full service payroll tax solution, ADP offers a s@ére solution for do-it-yourself employment taxmagement that can complement a client's
in-house payroll system. In our fiscal year endateJ30, 2014 (“fiscal 2014 "), ADP in the Unitechféts processed and delivered
approximately 53 million employee year-end taxestants and approximately 44 million employer pdytex returns and deposits, and movec
approximately $1.5 trillion in client funds to taxg agencies and our clients' employees via electioansfer, direct deposit, and ADPCheck
™

Tax Credits ServicesADP Tax Credits Services helps clients take athgmof tax credit opportunities as they hire newpleyees,
including federal, state, and local tax creditsdobsn geography, demographics, and other critadh as work opportunity tax credits, federal
empowerment zone employment credits, economic dpu@nt incentives, training grants, and many aiiegntives. Integrating the entire
process with clients' existing hiring programs, AD&X Credits Services helps clients screen jobiegupis and process eligibility forms,
monitor and manage screening and form compliandeni forms to state agencies for tax credit cedtfon, calculate credits, and produce a
detailed audit trail.

Wage Garnishment ServiceBDP offers an integrated solution to help ouets manage the wage garnishment process through
integration with the client's payroll system. Astpaf this comprehensive service, ADP also helpeess required correspondence to payee
agencies, lien processing and order evaluationnatides. ADP's wage garnishment services alsadied a call center to field garnishment-
related inquiries from employees, payees, and dltiet parties.

Unemployment Claims Manageme®DP offers a single-source solution to help mantige entire unemployment claims process,
including pre-separation planning, claim protestd administration, appeal processing, hearing sgmtation, and audits of benefit charges.

Wage Payment and Pay Card Solutiotis addition to ADPCheck, ADP's traditional payrctheck offering, ADP offers electronic
payroll disbursement options that can be integraiittd the client's payroll systems and ERP applicet. With ALINE Pay by ADP®, payroll
can be disbursed via ALINE Check by ADP®, diregbaist, or the ALINE Card by ADP®, a network-brandgsroll card. ALINE Check
provides employees with an independent and conmegéalf-issued means to receive wages that incltiestandard features available with a
traditionallyissued payroll check. Using the ALINE Card, empkyean access their payroll funds immediately weisd ways, including via
network member bank or an ATM or point of sale teah The ALINE Card can also be used to make pasek or pay bills. Additional
features of the ALINE Card include the ability tmt additional funds onto the card, receive eleatrpayments such as government benef
tax refunds, and transfer funds from the cardtb& bank account.




Professional Employer Organization (PEO) ServicedProducts and Services

ADP TotalSource®ADP's PEO business, offers small and midsized legsigs a comprehensive human resources outsouobitigrs
through a co-employment model. As a PEO, ADP Tatai€e provides integrated human resources managasmmices while the client
continues to direct the day-to-day job-relatedehitif the employees. ADP TotalSource integratedH&ynanagement and employee benefits
functions, including HR administration, employeeaéfits, and employer liability management, intaregke-source solution:

HR Administration. ADP TotalSource offers a variety of comprehensintggrated HR administration services, such as:

« employee recruitment and selec
e payroll and tax administrati

e time and attendance managen

*  benefits administratic

« employee training and developm
» online HR management to

» employee leave administrati

Employee Benefits. Through the co-employment model, ADP TotalSoymeevides eligible worksite employees with access to

e group health, dental and vision cover
* a401(k) retirement savings p

» health savings accoul

» flexible spending accour

» group term life and disability covere
« an employee assistance prog

Employer Liability Management. ADP TotalSource helps clients manage and limit @yplent related risks and related costs by
providing:

e aworkers' compensation progr

e unemployment claims managenr

» safety compliance guidance and access to safétyniy

» access to employment practices liability insuri

» guidance on compliance with federal, state and lecgployment laws and regulatic

ADP TotalSource's scale allows us to deliver aetgrof benefits and services with efficiency antleaypically out of reach to small and
midsized businesses. ADP TotalSource is the lafE€! in the United States based on the number tésite employees. ADP TotalSource
has 59 offices located in 29 states and serve®rippately 7,800 clients and an aggregate of apprately 340,000 worksite employees in all
50 states.

Dealer Services

Dealer Management Systems and Other Retail Solutions . Dealer Services' Dealer Management Systems (Di¥f&) enterprise
technology solutions that provide an integratedesoi features and services that enable our cliensanage their information systems and
process workflows involved in running automotivéaikeoperations. DMS solutions are available as-$@ga” applications installed at the retail
location or as managed services solutions in wblieimts access ADP's DMS solutions through a cloased IT environment managed by
ADP. The DMS accounting modules help clients marsstandard accounting procedures, including ggredger, receivables and balance
sheet maintenance. The DMS service and parts moduakble automation of client operations such asceeand repair order processing,
purchase orders and parts ordering. The DMS safb$imance and insurance (F&I) modules facilitdterds' ability to manage customer
inquiries, develop, analyze, present, and consuminamsactions with customers, manage and prirfotines needed to consummate such
transactions, and track funds. Dealer Servicesddfeos a full range of additional solutions thdtleess every department and functional area
the dealership, including customer relationship aggment (CRM) applications, vehicle inventory astchhanagement solutions, and telept
systems. These additional solutions are typicaillly integrated with the DMS.




Digital Marketing Solutions. Dealer Services provides digital marketing solusi under the Cobalt® brand, which ADP acquired in
2010. Cobalt digital marketing/advertising solusand services include dealership websites, sedes) email marketing, search and display
advertising, and social media marketing and manageéservices. These solutions are sold both ai metaork marketing programs in
conjunction with the manufacturers of ten leadintpenotive brands, as well as directly to automobiéalerships and regional dealer
associations. Dealer Services' digital marketidgtsms allow dealerships and original equipmennuafacturers to connect with customers an
manage their brands.

Network Management Solutions . Dealer Services designs, establishes, and masntaimmunications network solutions for its
dealership clients that allow interactive commutiares among multiple site dealerships and conmracichised dealers with their vehicle
manufacturer franchisors. These networks are useakctivities such as new vehicle ordering andustatquiry, warranty submission and
validation, parts and vehicle location, dealershiptomer credit application submission and decisi@king, vehicle repair estimation, and
acquisition of vehicle registration and lien holigormation. Dealer Services' network solutiorsodhclude integrated IP telephony systems,
wired and wireless network access solutions, andrig management applications.

Training Services . Dealer Services offers comprehensive traininglamginess process consulting services for mantg dfuisiness
solutions via multiple delivery methods. Task-sfieénternet-based courses are fully automatedaailable 24 hours a day. Dealer Services
also provides interactive instructor-led trainirig internet-based sessions or live classroom ceuhs are customized to meet our clients'
specific needs.

MARKETS AND MARKETING METHODS

Employer Services offers its products and senvicglse United States and other countries. In fig€dl4 , 79% of Employer Services' revenues
were from the United States, 14% were from Eurdpe were from Canada, and 3% were from South AmgeAatralia, and Asia. ADP
GlobalView is available to the largest multinatibokents in 41 different countries and ADP Streemalis available to clients with small and
midsized operations in 100 different countriesadidition, Employer Services offers in-country pdlyand human resources outsourcing
solutions to both small and large clients in 33rtaes. In Canada, we are a leading provider ofg@hgrocessing (including full departmental
outsourcing) and human resource administrationsesyWithin Europe, we have business operatioppa@ting our in-country solutions in
France, Germany, Italy, the Netherlands, Polandjrswitzerland, and the United Kingdom. We alffergpayroll outsourcing services as
well as HCM solutions in South America (in Braglhile, Argentina, and Peru), China, India, and fal&t. We offer wage and tax collection
and remittance services in Canada, the United Kingdhe Netherlands, and France. PEO Servicessafawices exclusively in the United
States.

Dealer Services primarily serves automobile dehipss which in turn may be dependent on a relatigetall number of automobile
manufacturers, but also serves truck, powerspboets notorcycle, marine, and RV) and heavy equipndealers, auto repair shops, used car
lots, state departments of motor vehicles, vehi@d@ufacturers, and vehicle distributors. Dealewi8es has offerings in 100 countries across
North America, Europe, Africa, the Middle East, ahd Asia Pacific regior

We market our products and services primarily thfoaur direct sales force. Employer Services aladets its solutions through indirect s¢
channels, such as marketing relationships with ®amkl accountants, among others. In addition, D&alevices uses distributors to sell,
implement and support its solutions in select emegrgrarkets. None of ADP's major business grougsahsingle homogenous client base or
market. While concentrations of clients exist ie@fic industries, no one client or industry graspnaterial to ADP's overall revenues. ADP
enjoys a leadership position in each of its magovise offerings and does not believe any majoriseror major business unit of ADP is
subject to unique market risk.

COMPETITION

The industries in which ADP operates are highly petitive. ADP knows of no reliable statistics byiehit can determine the number of its
competitors, but it believes that it is one of lugest providers of business outsourcing solutiortie world. Employer Services and PEO
Services compete with other independent busings®arcing companies, companies providing enterpeseurce planning services, software
companies and financial institutions. In additianpther competitive factor in the industries in ethEmployer Services and PEO Services
operate is a company's use of third party soft@agdications or a captive in-house function, whgraltompany installs and operates its own
business processing systems. Dealer Services' ¢bonpénclude full service DMS providers, suchTd®e Reynolds & Reynolds Company
(Dealer Services' largest DMS competitor in thetethiStates and Canada), Dealertrack Technologies,dnd companies providing
applications and services that compete with Degdgvices' non-DMS applications and services, sschudo Trader Group, Inc. and
Dealer.com, Inc.




INDUSTRY REGULATION

Our business is subject to a wide range of comipls and regulations. In addition, many of our prcid and services are designed to assist
clients with their compliance with certain laws ardulations to which they are subject. We havestigpped and continue to enhance
compliance programs and policies to monitor andeskithe legal and regulatory requirements appédabour products, services, and
operations, including dedicated compliance persloame training programs.

As one of the world's largest providers of busirmgsourcing solutions, our systems contain a Sggmit amount of both sensitive client data
and data related to employees of our clients. \etherefore, subject to compliance obligationseurbth federal and state privacy and data
security-related laws, including, with respectdm® of our businesses such as our COBRA, flexjpdeding account and insurance services
businesses, ADP AdvancedMD® and ADP TotalSourch®Health Insurance Portability and Accountabifitt of 1996. We are also subject
to federal and state security breach notificatamd with respect to both our own employee datacliadt employee data. Additionally, the
changing nature of privacy laws in the United Statke European Union and elsewhere could impagpmeessing of personal information of
our employees and on behalf of our clients.

As part of our payroll and payroll tax managememvigees, we move client funds to taxing authorites our clients' employees via electronic
transfer, direct deposit, and ADPCheck. Certaimelets of our U.S. money transmission activitiesluding our electronic payment and
prepaid access (payroll pay card) offerings, albgesti to certain licensing requirements. Elemeftsuo money transmission activities outside
of the United States are subject to similar land mguirements in the countries in which we ofigetsservices. In addition, our U.S. prepaid
access (payroll card) offering is subject to thié-amoney laundering and reporting provisions of Bank Secrecy Act. Our employee screenin
and selection services business offers backgrobadking services that are subject to the Fair €Reporting Act. Our PEO business (ADP
TotalSource) is subject to various state licensggpirements. In addition, because ADP TotalSoisreecoemployer with respect to its clier
worksite employees, we may assume certain obligatmd responsibilities of an employer under fdderd state tax, insurance and
employment laws.

In addition, many of our businesses offer prodacis services that assist our clients in complyiith wertain laws and regulations to which
they are subject; although the laws and regulatimmdy to our clients and not to ADP, changes ithdaws or regulations may affect our
operations, products and services. For examplelHH@M solutions help clients manage their compliawite certain requirements of the
Patient Protection and Affordable Care Act. Our G@Badministration services and flexible spendingoamt services are designed to comply
with relevant federal guidelines relating to, regpely, employers' benefits continuation obligascand the requirements of Section 125 of thi
Internal Revenue Code. Similarly, our Tax Credésv@&es business, which helps clients take advarvégax credit opportunities as they hire
new employees, is based on federal, state, or tagdhws and regulations allowing for tax credits.

The foregoing description does not include an egtiagi list of the laws and regulations governing anpacting our business. See the
discussion contained in the "Risk Factors" sedtioRart I, Item 1A of this Annual Report on Form-KGor information regarding changes in
laws and regulations that may decrease our revangsarnings.

CLIENTS AND CLIENT CONTRACTS

ADP provides its services to approximately 637,0énts. In fiscal 2014 , no single client or graefaffiliated clients accounted for revenues
in excess of 2% of annual consolidated revenues.

ADP is continuously in the process of performingliementation services for new clients. Dependinghenservice agreement and/or the size
of the client, the installation or conversion pdrfor new clients could vary from a short periodiofe for a small Employer Services client (as
little as 24 hours) to a longer period for a laEgaployer Services client or a Dealer Services thath multiple deliverables (generally six to
twelve months), and in some cases may exceed teus yer a large GlobalView client or other largemplicated implementation. Although
we monitor sales that have not yet been billechstalled, we do not view this metric as materidlght of the recurring nature of our business.
This is not a reported number, but it is used byagament as a planning tool relating to resoureesed to install services, and a means of
assessing our performance against the installéitiing expectations of our clients.

Our business is typically characterized by longrtefient relationships that result in recurringaeue. Our services are provided under writter
price quotations or service agreements having mgrierms and conditions. No one price quotatiosepvice agreement is material to ADP.
ADP's client retention is estimated at approximai& years in Employer Services, approximately &gén PEO Services, and approximately
12 years in Dealer Services, and has not varigdfgigntly from period to period.
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SYSTEMS DEVELOPMENT AND PROGRAMMING
During the fiscal years ended June 30, 2014 , 2618l 2012 , ADP invested approximately $834 milli$757 million, and $699 million,
respectively, from continuing operations, in systetevelopment and programming, migration to newpuging technologies and the
development of new products and maintenance oéxisting technologies, including purchases of nefinsare and software licenses.

PRODUCT DEVELOPMENT

ADP continually upgrades, enhances, and expanésigsing solutions and services. Generally, no selution or service has a significant
effect on ADP's revenues or negatively impactexisting solutions and services, and ADP's solgtiamd services have significant remaining

life cycles.
LICENSES

ADRP is the licensee under a number of agreementofoputer programs and databases. ADP's busimess dependent upon a single license
or group of licenses. Third-party licenses, patemndglemarks, and franchises are not material t@'aDusiness as a whole.

NUMBER OF EMPLOYEES

ADP employed approximately 61,000 persons as of Bin 2014 .
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Item 1A. Risk Factors

Our businesses routinely encounter and address,rikme of which may cause our future results wifferent than we currently
anticipate. Risk factors described below represemtcurrent view of some of the most importantgicing our businesses and are important
to understanding our business. The following infation should be read in conjunction with Managersebiscussion and Analysis of
Financial Condition and Results of Operations, Qutative and Qualitative Disclosures About MarkesiRand the consolidated financi
statements and related notes included in this AhReaort on Form 10-K. This discussion includesimhber of forward-looking statements.
You should refer to the description of the quadifions and limitations on forward-looking statenseimt the first paragraph under
Management's Discussion and Analysis of Financ@idition and Results of Operations included in tamual Report on Form -K. The
level of importance of each of the following riskay vary from time to time, and any of these nisky have a material effect on our business.

Changes in laws and regulations may decrease ourvenues and earnings

Our business is subject to a wide range of comiples and regulations. Changes in laws or governaheagulations, or changes in
the interpretation of existing laws or regulatidrysa regulatory authority, may decrease our reveane earnings and may require us to ch
the manner in which we conduct some aspects obesiness. For example, a change in regulationsraiéicreasing the amount of taxes to be
withheld or allowing less time to remit taxes torgmment authorities would adversely impact inteilsome from investing client funds
before such funds are remitted to the applicablm¢pauthorities or client employees. Changesatian requirements in the United States or
in other countries could adversely affect our dffectax rate and our net income. Changes in l&asdovern the co-employment arrangemen
between a professional employer organization anadrksite employees may require us to change #rear in which we conduct some
aspects of our PEO business. Health care reforrarithd Affordable Care Act, as amended, relate@ &svs, and the regulations adopted ¢
be adopted thereunder, have the potential to ingdxgtantially the way that employers provide leimisurance to employees and the health
insurance market for the small and midsized busemthat comprise ADP TotalSource's clients angpgaats. We are unable to determine the
ultimate impact that health care reform will haveaur PEO business and our ability to attract ataim PEO clients. Amendments to money
transmitter statutes have required us to recedemties in some jurisdictions, and the adoptioreaf money transmitter statutes in other
jurisdictions, as well as changes in the interpir@teof existing statutes, in the future could regudditional registration or licensing, as wed
possible changes to the manner in which we corshroe aspects of our money movement business atient funds investment strategy.

Our businesses host, collect, use and store persbirdormation about our clients and employees of ouclients, and a security or privacy
breach may damage or disrupt our businesses, resitiit the disclosure of confidential information, danage our reputation, increase our
costs and cause losses

A number of our businesses host, collect, use tord karge amounts of personal information aboutatients and employees of our
clients, including payroll information, healthcanéormation, personal and business financial dataial security numbers, bank account
numbers, tax information and other sensitive peakand business information. In addition, we cdlbsed maintain personal information of «
employees in the ordinary course of our businessaw focused on ensuring our operating environsreafeguard and protect personal and
business information, and although we believe Wemaintain a robust program of information seguaitd controls and none of the threats
that we have encountered to date have materiafhpated us, the impact of a breach could have arialdelverse effect on our business,
results of operations and financial condition.

We are also subject to various laws, rules andlagigus relating to the collection, use and segwftpersonal and business
information. The future enactment of more restietiaws, rules or regulations could have an advierpact on us through increased costs or
restrictions on our businesses. In addition, thespssion and use of personal information and datariducting our business subjects us to
that may require notification to clients or emplegef a privacy breach.

Globally, attacks on information technology systerostinue to grow in frequency, complexity and sepitation. Although this is a
global problem, it may affect our businesses mioam bther businesses because malevolent thireepanty focus on the amount and type of
personal and business information that our bus@selssst, collect, use and store. Any cyber attacauthorized intrusion, malicious software
infiltration, network disruption, denial of serviceorruption of data, or theft of non-public or ettsensitive information, or similar act by a
malevolent party could create financial liabilitggulatory sanction, or a loss of confidence inahility to serve clients or cause current or
potential clients to choose another service praviéle these threats continue to evolve, we mayehaired to invest significant additional
resources to modify and enhance our informationrégcand controls or to investigate and remedsatg security vulnerabilities. In addition,
while our operating environment is designed togaded and protect personal and business informatierdo not have the ability to
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monitor the implementation of similar safeguardohy clients, vendors or their respective employaad, in any event, third parties may be
able to circumvent those security measures.

Our systems may be subject to disruptions that codladversely affect our business and reputation

Many of our businesses are highly dependent ombility to process, on a daily basis, a large nunatheomplicated transactions. V
rely heavily on our payroll, financial, accountiramd other data processing systems. If any of thgstems fails to operate properly or beco
disabled even for a brief period of time, we cosudfer financial loss, a disruption of our busiresgdiability to clients, regulatory intervention,
or damage to our reputation. We have disaster eggpbusiness continuity, and crisis managememspdad procedures designed to protec
businesses against a multitude of events includatgral disasters, military or terrorist actionsywer or communication failures, or similar
events. Despite our preparations, our plans map@aasuccessful in preventing the loss of clienadsgrvice interruptions, disruptions to our
operations, or damage to our important facilities.

If we fail to adapt our technology to meet client reds and preferences, the demand for our servicesagndiminish

Our businesses operate in industries that are dubjeapid technological advances and changireptheeds and preferences. In o
to remain competitive and responsive to client destlsawe continually upgrade, enhance, and expaneyasting solutions and services. If we
fail to respond successfully to technology chalksighe demand for our services may diminish.

Political and economic factors may adversely affeaiur business and financial results

Trade, monetary and fiscal policies, and politenadl economic conditions may substantially change,caedit markets may
experience periods of constriction and volatilityhen there is a slowdown in the economy, employrteams and interest rates may decrease
with a corresponding impact on our businessesn@limay react to worsening conditions by reducivgrtspending on payroll and other
outsourcing services or renegotiating their consragth us. In addition, a reduction in availalyildf financing during such conditions, even to
borrowers with the highest credit ratings, may fimir access to short-term debt markets to meeidiity needs required by our Employer
Services business.

We invest our client funds in liquid, investmentade marketable securities, money market securéiespther cash equivalents.
Nevertheless, our client fund assets are subjepteral market, interest rate, credit, and liquidsks. These risks may be exacerba
individually or in unison, during periods of unustinancial market volatility.

We are dependent upon various large banks to exéaitbmated Clearing House and wire transfers gsofaur client payroll and
tax services. While we have contingency plans atglfor bank failures, a systemic shutdown of @wekbng industry would impede our ability
to process funds on behalf of our payroll and &xises clients and could have an adverse impaotofinancial results and liquidity.

We derive a significant portion of our revenues apdrating income outside of the United States asd, result, we are exposed to
market risk from changes in foreign currency exdearates that could impact our consolidated resdiltgperations, financial position or cash
flows.

Change in our credit ratings could adversely impacbur operations and lower our profitability

The major credit rating agencies periodically easdwur creditworthiness and have given us vepngtiong-term debt and the
highest commercial paper ratings. Failure to mairtiéggh credit ratings on long-term and short-tetebt could increase our cost of borrowing,
reduce our ability to obtain intra-day borrowinguéed by our Employer Services business, and atthyg reduce our client interest revenue.
Our proposed spin-off of our Dealer Services busirss is subject to inherent risks

The proposed spin-off of our Dealer Services bissing subject to inherent risks and uncertaintiekiding, among others: risks that
the spin-off will not be consummated; increased a®as on our management team to accomplish theofpiand significant transaction costs
and risks from changes in the results of operatidrmur reportable segments.

We may be unable to attract and retain qualified pesonnel

Our ability to grow and provide our clients withnapetitive services is partially dependent on oulitgtio attract and retain highly
motivated people with the skills to serve our dgeiCompetition for skilled employees in the outsing and other markets in which we
operate is intense and, if we are unable to attradtretain highly skilled and motivated personresplts of our operations may suffer.

Iltem 1B. Unresolved Staff Comments

None.
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Item 2. Properties

ADP owns 12 of its processing/print centers, an@dtP¥r operational offices, sales offices, anddigporate headquarters in Roseland.
New Jersey, which aggregate approximately 3,705s8@@re feet. None of ADP's owned facilities isjscito any material encumbranc
ADP leases space for some of its processing cemtnsr operational offices, and sales offices.ofllhese leases, which aggregate
approximately 6,062,311 square feet in North Anaerieurope, South America, Asia, Australia and Afyiexpire at various times up to the y
2024. ADP believes its facilities are currently @quiate for their intended purposes and are adeguatghtained.

Item 3. Legal Proceedings
In the normal course of business, ADP is subjegatious claims and litigation. While the outconfeny litigation is inherently

unpredictable, ADP believes that it has valid deésnwith respect to the legal matters pending agaiand that the ultimate resolution of th
matters will not have a material adverse impadt®financial condition, results of operationscash flows.
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Part I

Item 5. Market for Registrant's Common Equity, Relaed Stockholder Matters and Issuer Purchases of Edty Securities
Market for Registrant's Common Equity

The principal market for the Company's common siedke NASDAQ Global Select Market under the syh#oP. The following
table sets forth the reported high and low saleeprof the Company's common stock reported oiNtR8DAQ Global Select Market and the
cash dividends per share of common stock declargdgleach quarter for the two most recent fisearg. As of June 30, 2014 , there were
45,497 holders of record of the Company's commaockstAs of such date, 509,052 additional holdefd tteeir common stock in “street
name.”

Price Per Share Dividends
High Low Per Share
Fiscal 2014 quarter ended
June 30 $80.37 $73.38 $0.480
March 31 $83.00 $71.91 $0.480
December 31 $83.82 $69.91 $0.480
September 30 $74.95 $68.75 $0.435
Fiscal 2013 quarter ended
June 30 $72.00 $63.30 $0.435
March 31 $65.12 $57.75 $0.435
December 31 $59.96 $54.02 $0.435
September 30 $59.50 $54.85 $0.395

Issuer Purchases of Equity Securities

Maximum Number 01
Total Number of ShargsShares that may yet be
Purchased as Part of thePurchased under th¢
Publicly Announced Common Stock
Total Number of Shareq Average Price Pa Common Stock Repurchase Plan (2
Period Purchased (1) per Share Repurchase Plan (2) )
April 1, 2014 to
April 30, 2014 180 $77.37 — 18,351,660
May 1, 2014 to
May 31, 2014 1,402,889 $78.19 1,400,000 , 996660
June 1, 2014 to
June 30, 2014 1,462,568 $79.00 1,462,052 ,4895608
Total 2,865,637 2,862,052

Pursuant to the terms of the Company's restridtezk rogram, the Company purchased 3,585 shaths &ten market value
(1) of the shares in connection with the exercise bpleyees of their option under such program to Batiertain tax withholding
requirements through the delivery of shares taQbmpany instead of cash.

(2) The Company received the Board of Directapproval to repurchase shares of the Compangisnom stock as follows:
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Date of Approval Shares

March 2001 50 million
November 2002 35 million
November 2005 50 million
August 2006 50 million
August 2008 50 million
June 2011 35 million
August 2014 30 million

There is no expiration date for the common stogkirehase plan.
3) In August 2014, the Company received the Boardioédors' approval to repurchase an additional 8fom shares of the
Company common stock. This additional authorizaisomot reflected in the table as it occurred sgheet to June 30, 2014.

Performance Graph
The following graph compares the cumulative retamrthe Company's common stock for the most recemtyears with the

cumulative return on the S&P 500 Index and a PeeuIndex, assuming an initial investment of $d@QJune 30, 2009, with all dividends
reinvested.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*

Among Automatic Data Processing, Inc., the S&P 500 Index, and a Peer Group
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* The Peer Group Index is comprised of the follogvadompanies:

Insperity, Inc. Paychex, Inc.

Computer Sciences Corporation The Ultimate&afé Group, Inc.
Global Payments Inc. Total System Services, Inc
Intuit Inc. The Western Union Company
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Item 6. Selected Financial Data

The following selected financial data is deriveaifrour consolidated financial statements and shioelcead in conjunction with the
consolidated financial statements and related nasagement's Discussion and Analysis of Finar@aaidition and Results of Operations,
and Quantitative and Qualitative Disclosures Abdatket Risk included in this Annual Report on FatfiK. Prior period amounts have been
adjusted to exclude discontinued operations.

(Dollars and shares in millions, except per shareunts)
Years ended June 30, 2014 2013 2012 2011 2010

Total revenues $ 12,206.! $ 11,287. $ 10,595. $ 9,813.¢ $ 8,863.¢
Total costs of revenues $ 7221 $ 6638! $ 6,203¢ $ 5698¢ $ 4,991(
Gross profit $ 4,985.! $ 4,649.: $ 4,391 $ 4,115.2 $ 3,872.¢
Earnings from continuing operations before incomes $ 2274¢ % 2,076.. % 2,101 % 1912 % 1,850.:
Adjusted earnings from continuing operations befoceme taxes (Note 1) $ 2289 ¢ 2118¢ $ 2037 $ 1912. $§ 1,850.
Net earnings from continuing operations $ 1,502.¢ % 1,358.. % 1,375 % 1,241 % 1,198.¢
Adjusted net earnings from continuing operationstéNL) $ 1517¢f $ 1,400¢ $ 1,334 $ 1,241( $ @ 1,186.
Basic earnings per share from continuing operations $ 314 % 281 % 282 % 251 % 2.3¢
Diluted earnings per share from continuing operatio $ 311 % 27¢ % 27¢ % 24¢ % 2.3¢
Adjusted diluted earnings per share from continaipgrations (Note 1) $ 314 % 28 % 271 % 24¢ 3 2.3¢
Basic weighted average shares outstanding 478.¢ 482.7 487.% 493.t 500.t
Diluted weighted average shares outstanding 483.1 487.1 492.% 498.: 503.7
Cash dividends declared per share $ 18 % 1.7¢ % 158 % 14z % 1.3t
Return on equity ("ROE") from continuing operatigh®ote 2) 23.4% 22.1% 22.1% 21.€% 22.2%
At year end:

Cash, cash equivalents and marketable securities $ 4,069¢ & 2041 1,665 % 1,523 % 1,775
Total assets of continuing operations $ 32051° $ 32251. $ 30,673( $ 34088: $ 26,709.!
Obligations under reverse repurchase agreements $ — % 245¢ % — % — 3 —
Obligation under commercial paper borrowings $ 2173( % — g — g — 3 =
Long-term debt $ 118 % 147 % 16.6 % 34z % 39.¢
Stockholders’ equity $ 6,670.: $ 6,189.¢ $ 6,114.( $ 6,010.¢ $ 5,478.¢

Note 1. Non-GAAP Financial Measures

The following table reconciles results within owl&ted Financial Data to adjusted results thaluebecincremental costs incurred
during the fiscal year ended June 30, 2014 ("fi26d4") that are directly attributable to the pledrseparation of our Dealer Services busines
a goodwill impairment charge related to our ADP AdgedMD business for the fiscal year ended Jun2@IB (“fiscal 2013"), a gain on the
sale of assets related to rights and obligatiomegsll a third-party expense management platfomthe fiscal year ended June 30, 2012
("fiscal 2012"), and certain favorable tax itemstiee fiscal year ended June 30, 2010. We useigertfusted results, among other measure
evaluate our operating performance in the absehcertain items and for planning and forecastinfutdre periods. We believe that the
adjusted results provide relevant and useful in&diom for investors because it allows investorgiéov performance in a manner similar to the
method used by us and improves our ability to ustded our operating performance. Since adjustadres from continuing operations beft
income taxes, adjusted net earnings from continapeyations, and adjusted diluted earnings peestigPS”) from continuing operations are
not measures of performance calculated in accoedaitt accounting principles generally acceptethenUnited States of America (“U.S.
GAAP"), they should not be considered in isolatimym, or as a substitute for, earnings from cortigwperations before income taxes, net
earnings from continuing operations, and dilute&E®m continuing operations, and they may notdragarable to similarly titted measures
employed by other companies.
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(Dollars in millions, except per share amounts)
Years ended June 30, 2014 2013 2012 2011 2010

Earnings from continuing operations
before income taxes $ 2,274¢ % 2,076.. $ 2,101 $ 1912 $ 1,850.:

Adjustments:
Separation costs 14.¢ — — — —
Goodwill impairment — 427 - — _
Gain on sale of assets — = (66.0) = —
Adjusted earnings from continuing operations befoceme taxes $ 2,289 $ 2,118 $ 2,035 % 1,912 $ 1,850.:

Net earnings from continuing operations $ 1,502.¢ $ 1,358.. $ 1,375 $ 1,241 $ 1,198.¢
Adjustments:
Separation costs 14.¢ — — — —
Goodwill impairment — 42.7 — — _
Gain on sale of assets — — (41.2) — _
Favorable tax items — — — — (12.2)
Adjusted net earnings from continuing operations $ 1,517t  $ 1,400.6 $ 1,334 % 1,241  $ 1,186.

Diluted earnings per share from continuing operetio $ 311 % 27¢ % 27¢ % 24¢ % 2.3¢
Adjustments:
Separation costs 0.0z — — — —
Goodwill impairment — 0.0¢ — — _
Gain on sale of assets — — (0.0¢) — —
Favorable tax items — — — — (0.02)
Adjusted diluted earnings per share from contingipgrations $ 3142 % 28t % 271 % 24¢ % 2.3¢

Note 2. Return on equity from continuing operations hasrbcalculated as net earnings from continuingatjoers divided by average total
stockholders' equity. Our ROE for fiscal 2014 imtga incremental costs incurred that are directfjbatable to the planned separation of our
Dealer Services business which decreased ROE By. @2r ROE for fiscal 2013 includes the impact gioadwill impairment charge which
decreased ROE by 0.6%. Our ROE for fiscal 2012unte the impact from the sale of assets relatedtits and obligations to resell a third-
party expense management platform which increasi By 0.6%. Our ROE for fiscal 2010 includes th@amet from favorable tax items
which increased ROE by 0.2%.

Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations
FORWARD-LOOKING STATEMENTS

This report and other written or oral statementglenfaom time to time by Automatic Data Processing, (“ADP”) may contain
“forward-looking statements” within the meaningté Private Securities Litigation Reform Act of B9Statements that are not historical in
nature, and which may be identified by the use afds like “expects,” “assumes,” “projects,” “anpaites,” “estimates,” “we believe,” “could”
and other words of similar meaning, are forwardklog statements. These statements are based omemeat's expectations and assumption
and are subject to risks and uncertainties thatecaage actual results to differ materially fromst@xpressed. Factors that could cause actua
results to differ materially from those contempthby the forward-looking statements include: ADRIscess in obtaining, retaining and selling
additional services to clients; the pricing of see¢ and products; changes in laws regulating platgpes, professional employer organizations
and employee benefits; overall market and econaamditions, including interest rate and foreignreacy trends; competitive conditions; a
sales and related industry changes; employmenivage levels; changes in technology; availabilitgkifled technical associates; and the
impact of new acquisitions and divestitures. Initiold, the proposed spin-off of the Dealer Servibasiness is subject to inherent risks and
uncertainties, including: risks that the spin-offlwot be consummated; increased demands on onagement team to accomplish the spin-
off; significant transaction costs and risks frohanges in results of operations of our reportabigrents. ADP disclaims any obligation to
update any forward-looking statements, whetherrasalt of new information, future events or othisev These risks and uncertainties, along
with the risk factors discussed under "ltem 1AskRtactors," should be considered in evaluatingfarward-looking statements contained
herein.
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EXECUTIVE OVERVIEW

On April 10, 2014, we announced that our Ba#rBirectors approved a plan to separate our Dexdevices business into an independent
publicly traded company through a tax-free spihef 100% of Dealer Services to ADP shareholdé/s. expect to receive at least $700 mill
in connection with the spin-off, which we plan &iurn to our shareholders after the spin-off thioslgare repurchases, depending upon mark
conditions. Following the spin-off, we intend t@irase the dividend annually, subject to Boardiodddor approval, keeping intact our $8ar
track record of consecutive dividend increases. él@x, we expect to grow the dividend at a slowtr tlaan earnings to allow us to return to
our pre-separation target dividend payout rati65%6 to 60% in about two years. We believe thas#aration of the Dealer Services busines
will allow both companies to focus on their respaebusinesses, industries, and strategic oppdigsrand we will further direct our attention
and resources to our mission and three strateligegpdiscussed below. We expect to complete tharséion by October 2014.

ADP's mission is to help organizations unlock theisiness potential with our insightful solutiolgée seek to embrace new
technology and innovation to deliver market leadingducts and services that meet the needs oflieatcacross all of our markets. Our
commitment to service excellence lies at the cérmuorelationship with each of our clients, whethesmall, midsized or large organization in
one or multiple countries. Our business stratedaised on strategic pillars, which are predicatedwr ability to drive innovation and service
excellence, and attract, build, and retain thetriglent to position ADP as the global market ledadéhuman capital management (HCM)
services. Our strategic pillars are to:

» grow our integrated suite of cloldsed HCM, benefits, and payroll solutions to séimeeU.S. marke
* invest to grow and scale our HR Business ProcessoOrcing solutions by leveraging our platforms anocesses; ai

» leverage our global presence to offer clients H®bhefits, and payroll solutions where they do bess

Our results during fiscal 2014 continue to reflibhe strength of our underlying business modelyidicig the diversity of our client
base and products. Our focus on product innovai@himprovements in salesforce productivity ledrowth in new business bookings. We
are pleased with the performance of our businggmeets, which have continued to drive good revegroeth and pretax margin expansion.
Revenue retention improved across our businessesgigrand we continue to benefit from the stren§tbuo pays per control metric, which
represents the number of employees on our clipaysolls as measured on a same-store-sales b#iziagita representative subset of payrolls
ranging from small to large businesses that ateatfe of a broad range of U.S. geographic regibnsing fiscal 2014, we were impacted by
the decline in high-margin client interest revenass result of lower interest rates, partiallyseffoy an increase in our average client funds
balance. We expect this high-margin client interegénue to increase in the fiscal year ending 300015, but at a slower rate than our
underlying processing revenue.

Consolidated revenues in fiscal 2014 increased 89612,206.5 million , as compared to fiscal 20E&rnings from continuing
operations before income taxes increased 10%2,2v8.6 million , as compared to fiscal 2013 ande@enings from continuing operations
increased 11% , to $1,502.6 million , as companeistal 2013 . Our diluted earnings per share fommtinuing operations increased 11% to
$3.11 in fiscal 2014 , as compared to $2.79 irafig013 .

Our fiscal 2014 results include $14.9 million ofiamental costs directly attributable to our plahseparation of our Dealer Service
business and our fiscal 2013 results include a@+dlion non tax-deductible goodwill impairmentasige related to our ADP AdvancedMD
business. Excluding these items, our earnings frontinuing operations before income taxes increla®% , to $2,289.5 million , as compared
to $2,118.8 million for fiscal 2013 , and net eags from continuing operations increase d 8% J1t6%7.5 million , compared to $1,400.8
million for fiscal 2013 . Our adjusted diluted eiags per share from continuing operations increa8&o , to $3.14 for fiscal 2014 from $2.88 ,
as adjusted, for fiscal 2013, due to increasedsseljl net earnings from continuing operations amgf shares outstanding.

Our business segment results were solid with Engol&grvices' revenues increasing 8% to $8,535lbm#nd earnings from
continuing operations before income taxes increps#?o to $2,517.8 million , PEO Services' reverineseasing 15% to $2,270.9 million and
earnings from continuing operations before incoaxe$ increasing 17% to $234.3 million , and De8knvices' revenues increasing 7% to
$1,951.4 million and earnings from continuing opierss before income taxes increasing 14% to $4&8llion in fiscal 2014 . Employer
Services' and PEO Services' new business bookirigsh represent annualized recurring revenuesipatiad from sales orders to new and
existing clients, grew 7% worldwide, to over $1illidn in fiscal 2014 . Dealer Services' new busisdookings showed strength as we
continued to experience the effects of a strongtmaotive industry and increased penetration ofiegiions within our base. Our key busin
metrics continue to reflect the core strength oftmusiness model, with our Employer Services' waidig client revenue retention rate
increasing to an all-time high of 91.4% and ourgpgr control metric increased 2.8% for the twehanths ended June 30, 2014 from the
twelve months ended June 30, 2013.
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Interest on funds held for clients decreased apprately 11% , or $47.2 million , to $373.7 millidlom $420.9 million in fiscal
2013 . The decrease in the consolidated interefirars held for clients resulted from the decréadbe average interest rate earned to 1.8% i
fiscal 2014 , as compared to 2.2% in fiscal 20@8rtially offset by growth in average client furtlance of 8% resulting from the continued
strength and growth of our Employer Services segmen

We invest our funds held for clients in accordawith ADP's prudent and conservative investment glinegs, where the safety of
principal, liquidity, and diversification are theremost objectives of our investment strategy. fdwfolio is predominantly invested in
AAA/AA rated fixed-income securities. Our client funds investmenttegis structured to allow us to average our vimgugh an interest ra
cycle by laddering the maturities of our investnsemit to five years (in the case of the extendetfgim) and out to ten years (in the case of
the long portfolio). This investment strategy ipported by our short-term financing arrangemeatessary to satisfy short-term funding
requirements relating to client funds obligations.

Our financial condition and balance sheet remaiid s June 30, 2014 , with cash and cash equitskemd marketable securities of
$4.1 billion , of which $2.2 billiomelated to outstanding commercial paper borrowiiggse borrowings were a normal part of our clfants
extended investment strategy. Our net cash flowsiged by operating activities were $1,821.4 millia fiscal 2014 , as compared$®,577.2
million in fiscal 2013 . This increase in cash floprovided by operating activities from fiscal 2GdJ3iscal 2014vas due to higher net earnit
in fiscal 2014 , favorable changes in timing diéieces on the net components of working capital |@mwdr pension contributions. The increase
in cash provided by investing activities of $2,30fhillion is due to the timing of receipts and diskements of restricted cash and cash
equivalents held to satisfy client funds obligasippartially offset by the timing of purchases aates of corporate and client fund marketable
securities. The increase in cash used in finanaatiyities of $2,509.2 million is primarily due the timing of cash received from items such a:
proceeds from reverse repurchase agreements, geofteen the issuance of commercial paper, and patsmade related to client funds as
compared to the prior year.

We have a strong business model with a high pemgenf recurring revenues, excellent margins, tiléyato generate consistent,
healthy cash flows, strong client retention, and éapital expenditure requirements. We continuertoance value to our shareholders, and in
fiscal 2014 returned excess cash of $883.1 mitliwough dividends and $667.3 million through owarehbuyback program. In the last five
fiscal years, we have reduced the Company's constomk outstanding by approximately 4% through shasdacks, net of the effect of
common stock issued under employee stock-basedermsapon programs. We have also raised the divigagdut per share for 39
consecutive years.
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RESULTS OF OPERATIONS

ANALYSIS OF CONSOLIDATED OPERATIONS

Prior period amounts have been adjusted to exdist®ntinued operations.

(Dollars in millions, except per share amounts)

Years ended June 30, $ Change % Change
2014 2013 2012 2014 2013 2014 2013
Total revenues $ 12,206.! $ 11,287t  $ 10,595.: 918.¢ $ 692.2 8% 7%
Costs of revenues:
Operating expenses 6,248.¢ 5,731t 5,355.; 517.1 376.< 9% 7%
Systems development and
programming costs 718.C 654.% 592.% 63.7 61.€ 10 % 10 %
Depreciation and amortization 254.¢ 252.7 256.( 21 (3.9 1% 1)%
Total costs of revenues 7,221.¢ 6,638.! 6,203.¢ 582.¢ 434.¢ 9% 7%
Selling, general and
administrative costs 2,762. 2,617.. 2,452.¢ 145.( 164.t 6 % 7%
Separation costs 14.¢ — — 14.¢ — 10C % — %
Goodwill impairment — 42.7 — (42.7) 427 (100% 10C %
Interest expense 6.1 9.1 7.7 (3.0 1.4 (33)% 18 %
Total expenses 10,004.¢ 9,307.° 8,664.! 697.1 643.2 7% 7%
Other income, net (72.9 (96.2) (170.9) (23.9) (74.6 (29)% 44 %
Earnings from continuing
operations before income taxe $ 2,274¢  $ 2,076.. $ 2,101.° 198t $ (25.6) 10 % 1%
Margin 18.€% 18.4% 19.8%
Provision for income taxes $ 7720 % 718.C % 726. 54.C % (8.5) 8% (D)%
Effective tax rate 33.% 34.€% 34.6%
Net earnings from continuing
operations $ 1,502¢ $ 1,358.. $ 1,375.: 144 $ (17.3) 11% 1%
Diluted earnings per share from
Continuing operations 3.11 $ 2.7¢ $ 2.7¢ 03z $ — 11 % — %
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Note 1. Non-GAAP measures

The following table reconciles our results to atfdsresults that exclude incremental costs incumndigcal 2014 directly attributable
to our planned separation of our Dealer Servicailess, the fiscal 2013 non tax-deductible goodmifiairment charge, and the fiscal 2012
sale of assets related to rights and obligatiomegsll a third-party expense management platform.

Years ended June 30, $ Change % Change
(Dollars in millions, except per share amounts) 2014 2013 2012 2014 2013 2014 2013

Earnings from continuing operations
before income taxes $ 2,274.¢ $ 2,076.: $ 2,101.° $ 198 $ (25.6) 1C% ()%

Adjustments:

Separation costs 14.¢ — —
Goodwill impairment — 42.7 —
Gain on sale of assets — — (66.0
Adjusted earnings from continuing operations
before income taxes $ 2,289t $ 2,118 $ 2,035 $ 1707 $ 83.1 8% 4%
Provision for income taxes from continuing openasio $ 772.( $ 718.( $ 726. $ 54C $ (8.5 8% (1)%
Effective tax rate 33.9% 34.6% 34.6%

Adjustments:
Separation costs — — —

Goodwill impairment — — —

Gain on sale of assets — = (24.9)
Adjusted provision for income taxes
from continuing operations $ 772.( $ 718.( $ 7017 $ 54C % 16.2 8% 2%
Adjusted effective tax rate 33.7% 33.9% 34.5%
Net earnings from continuing operations $  1,502.¢ $ 1,358. $ 1,375. $ 1445 % (7.9 11% (1)%
Adjustments:
Separation costs 14.¢ — —
Goodwill impairment — 42.7 —
Gain on sale of assets — — (41.2)
Adjusted net earnings from continuing operations $ 1,517! $  1,400.¢ $  1,334.( $ 116.7 % 66.€ 8% 5%
Diluted earnings per share from continuing operatio $ 3.11 $ 2.7¢ $ 2.7¢ $ 03z $ — 11% — %
Adjustments:
Separation costs 0.0 — —
Goodwill impairment — 0.0¢ —
Gain on sale of assets — — (0.0¢)
Adjusted diluted earnings per share
from continuing operations $ 3.1 $ 2.8¢ $ 2.71 $ 0.2¢ $ 0.17 9% 6 %

Fiscal 2014 Compared to Fiscal 2013
Total Revenues
Total revenues increased $918.9 million , or 8%%12,206.5 million in fiscal 2014 , as compare(igoal 2013 , due to an increase in

revenues in Employer Services of 8% , or $610.3onil, to $8,535.2 million , an increase in revenuePEO Services of 15% , or $297.7
million , to $2,270.9 million , and an increasead@venues in Dealer Services of 7% , or $131.2 onillito $1,951.4 million .
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Total revenues in fiscal 2014 include interestamdf held for clients of $373.7 million , as congzhto $420.9 million in fiscal
2013 . The decrease in the consolidated inteeesed on funds held for clients resulted from therdase in the average interest rate earned
1.8% in fiscal 2014 , as compared to 2.2% in fi&€H3 , partially offset by an increase in our agerclient funds balance of 8% , to $20.7
billion , in fiscal 2014 .

Total Expenses

Our total expenses increased $697.1 million , or, 784510,004.8 million in fiscal 2014 , as comphte fiscal 2013 . The increase in
our total expenses was due to an increase in apgetpenses of $517.1 million , an increase iingglgeneral and administrative expenses o
$145.0 million , an increase in systems developraadtprogramming costs of $ 63.7 million and sejamacosts related to the planned
separation of our Dealer Services business of $iMl@n in fiscal 2014, partially offset by the gdwill impairment charge of $42.7 million in
fiscal 2013. Total expenses would have increaspdoapnately 8% without the impact of the 2014 sagian costs related to the Dealer
Services separation and the fiscal 2013 goodwitlainment charge.

Our total costs of revenues increased $582.9 millior 9% , to $7,221.4 million in fiscal 2014 ,@smpared to fiscal 2013 , primarily
due to an increase in operating expenses of $3iillidn and an increase in systems developmentpaagramming costs of $63.7 million .

Operating expenses increased $517.1 million , oirdfscal 2014 , as compared to fiscal 2013 , @uhe increase in revenues
described above, including the increase s in PE®@i&s, which has pass-through costs that arellahld and which include costs for benefits
coverage, workers’ compensation coverage and stemployment taxes for worksite employees. Thess-through costs were $1,736.0
million for fiscal 2014 , which included costs foenefits coverage of $1,383.3 million and costsiforkers’ compensation and payment of
state unemployment taxes of $352.7 million . Thesss-through costs were $1,513.5 million for i3 , which included costs for benefits
coverage of $1,193.2 million and costs for worke@npensation and payment of state unemploymeastak$320.3 million . The increase
operating expenses is also due to higher labotetkexpenses in Employer Services of $65.9 million

Systems development and programming costs increg&®2d million , or 10% , in fiscal 2014 , as comgghto fiscal 2013 , due to
increased costs to develop, support, and maintaipducts, partially offset by a higher propantiaf capitalized costs of our strategic
projects.

Selling, general and administrative expenses ise@$145.0 million , or 6% , in fiscal 2014 , aspared to fiscal 2013 . The
increase in expenses was related to an increasadliimg expenses of $81.8 million resulting froraéstments in our salesforce and an increast
in stock-based compensation expense of $29.7 mjliad $17.9 million higher severance expenseisdalf2014 , as compared to fiscal 2013

Separation costs represent the incremental casteiated with our planned separation of DealeriSesvand totaled $14.9 million for
fiscal 2014 . We expect to incur separation costsetween $40 million and $50 million during thedal year ending June 30, 2015 (“fiscal
2015").

Other Income, net

Years ended June 30,

(Dollars in millions) 2014 2013 $ Change
Interest income on corporate funds $ (56.2) $ (64.5) % 8.3
Realized gains on available-for-sale securities (20.9) (32.]) (11.9)
Realized losses on available-for-sale securities 3.6 3.t (0.9
Gains on sales of buildings — (2.2 (2.2)
Other, net (0.2 (0.9 (0.7
Other income, net $§ (7129 $§ (%9 $ (23.9)

Other income, net, decrease d $23.3 million irafi@014 , as compared to fiscal 2013 . The deereas due to a decrease in realizes
gains on available-for-sale securities of $11.7iomland a decrease in interest income on corpduaids of $8.3 million in the fiscal 2014 , as
compared to the fiscal 2013 . The decrease imgsténcome on corporate funds resulted

22




from lower average interest rates of 1.5% in fiff#l3 to 1.4% in fiscal 2014 and lower averageydaikporate funds, which decreased from
$4.2 billion in fiscal 2013 to $4.1 billion in fia€2014 . In addition, we recognized gains of $Rilion pertaining to the sale of two buildings
during fiscal 2013 .

Earnings from Continuing Operations before Income &xes

Earnings from continuing operations before incomes increased $198.5 million , or 10% , to $2,@Tdillion in fiscal 2014 , which
includes the effect of the $14.9 million of sepematcosts directly attributable to the proposedasation of our Dealer Services business,
compared to $2,076.1 million in fiscal 2013 , whinhludes the effect of the $42.7 million goodvidtipairment charge. Overall margin
increased approximately 20 basis points from 18rifiscal 2013 to 18.6% in fiscal 2014 . This inese was due to margin improvements in
our business segments, partially offset by apprateéty 70 basis points of margin decline relatethecontinued decline in interest on funds
held for clients discussed above and 30 basis pointargin decline due to increased stock-basetpeasation costs. Overall margin also
benefited 20 basis points from the lower costgeel#o the incremental separation costs of $14llomincluded in fiscal 2014 compared to
the $42.7 million charge related to the goodwilpmirment in fiscal 2013 .

Adjusted Earnings from Continuing Operations beforelncome Taxes

Adjusted earnings from continuing operations befoceme taxes increase d $170.7 million , or 8%%2,289.5 million , in fiscal
2014 , compared to $2,118.8 million for fiscal 2Q1Rie to increased revenue and margin improveimenir business segments, partially
offset by the continued decline in interest on fheld for clients. Margin, adjusted for the fise@lL4 separation costs directly attributable to
the proposed separation of our Dealer Servicesibssiand the fiscal 2013 goodwill impairment chaed@ted to our ADP AdvancedMD
business, remained flat at 18.8% . Margin improvaisien our business segments were offset, primbyilgpproximately 70 basis points of
margin decrease related to the continued declimgénest on fund held for clients discussed atan 30 basis of margin decline due to
increased stock-based compensation costs.

Provision for Income Taxes

The effective tax rate in fiscal 2014 and 2013 ®39% and 34.6% , respectively. The effective &g in fiscal 2014 includes a 0.2
percentage point increase due to the nordekictible separation costs related to our plaseedration of our Dealer Services business ar
effective tax rate for fiscal 2013 includes a Oergentage point increase due to the fiscal 2013aodeductible goodwill impairment charge.
The remaining decrease of 0 basis points is dtieetoesolution of certain tax matters and the alesf a valuation allowance, partially offset
by an increase in foreign taxes and reduced forigrredits available.

Net Earnings from Continuing Operations and DilutedEarnings per Share from Continuing Operations

Net earnings from continuing operations increaset4$ million , or 11% , to $1,502.6 million in é&l 2014 , compared to $1,358.1
million in fiscal 2013 , which includes the effaftthe $42.7 million goodwill impairment charge.llded earnings per share from continuing
operations increased 11% to $3.11 in fiscal 20dglcompared to $2.79 in fiscal 2013 .

In fiscal 2014 , our diluted earnings per sharenfemntinuing operations reflects the increase iremenings from continuing
operations and the impact of fewer shares outstgn@isulting from the net impact of cumulative shaapurchases, offset by the issuances of
shares under our stock-based compensation programs.

Adjusted Net Earnings from Continuing Operations ard Adjusted Diluted Earnings per Share from Continung Operations

Adjusted net earnings from continuing operatiortseéase d $116.7 million , or 8% , to $1,517.5 wiilli in fiscal 2014 , as compared
to $1,400.8 million for fiscal 2013 , and the adg@gsdiluted earnings per share from continuing agpens increase d 9% , to $3.14 for fiscal
2014 , compared to $2.88 , for fiscal 2013 . Tteeease in adjusted diluted earnings per share éamtinuing operations for fiscal 2014
reflects the increase in adjusted net earnings frontinuing operations and the impact of fewer ehautstanding resulting from the net imj
of cumulative share repurchases, offset by theaisses of shares under our stock-based compengatigrams.
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Fiscal 2013 Compared to Fiscal 2012
Total Revenues

Our total revenues increased $692.2 million , or,#8%$11,287.6 million in fiscal 2013 , as comphte fiscal 2012 , due to an
increase in revenues in Employer Services of 6%$4@5.5 million , to $7,924.9 million , PEO Sermscof 11% , or $201.8 million , to
$1,973.2 million , and Dealer Services of 9% , b440 million , to $1,820.2 million . Total reversueould have increased approximately 6%
without the impact of recently completed acquisii@nd the impact to revenues pertaining to theisdiscal 2012 of assets related to rights
and obligations to resell a third-party expenseagament platform. In addition, revenues decre&6a&d3 million due to changes in foreign
currency exchange rates.

Total revenues for fiscal 2013 include interestwmds held for clients of $420.9 million , as comgzhto $493.3 million in fiscal
2012 . The decrease in the consolidated interesedan funds held for clients resulted from therdase in the average interest rate earned t
2.2% during fiscal 2013 , as compared to 2.8%ikwal 2012 , partially offset by an increase in average client funds balance of 7% , to
$19.2 billion in fiscal 2013 .

Total Expenses

Our total expenses increased $643.2 million , or, 7849,307.7 million in fiscal 2013 , as compatediscal 2012 . The increase in
our total expenses was due to an increase in apgetpenses of $376.3 million , an increase iingglgeneral and administrative expenses o
$164.5 million , and an increase in systems deveéop and programming costs of $61.6 million . Tetghenses would have increased
approximately 6% without the impact of recently gdated acquisitions.

Our total costs of revenues increased 7% , to 86563illion in fiscal 2013 , as compared to fis@ll2due to an increase in operat
expenses of $376.3 million and an increase in Bystdevelopment and programming costs of $61.6anilli

Operating expenses increased $376.3 million , or ffiscal 2013 , as compared to fiscal 2012 @uhe increase in revenues
described above, including the increases in PE®i&sy, which has pass-through costs that are l&bb#l and which includes costs for benefits
coverage, workers’ compensation coverage and stemployment taxes for worksite employees. These-fiaough costs were $1,513.5
million for fiscal 2013 , which included costs foenefits coverage of $1,193.2 million and costsFforkers’ compensation and payment of
state unemployment taxes of $320.3 million . Theses-through costs were $1,363.6 million for fi@l2, which included costs for benefits
coverage of $1,060.3 million and costs for workemnpensation and payment of state unemploymeastak$303.3 million. The increase in
operating expenses is also due to expenses rétalrinesses acquired of $84.4 million and hidgleor-related expenses in Employer
Services of $69.4 million, partially offset by acdease of $34.0 million due to changes in foreigmency exchange rates.

Systems development and programming costs increGked million , or 10% , in fiscal 2013 , as comgzhto fiscal 2012 , due to
increased costs to develop, support, and maintaipducts and increased costs related to busisessjuired of $6.6 million, partially offset
by a decrease of $6.7 million due to changes ieifor currency exchange rates.

Selling, general and administrative expenses ise@$164.5 million , or 7% , in fiscal 2013 , aspared to fiscal 2012 . The
increase in expenses was related to an increasadliimg expenses of $72.9 million resulting froraéstments in our salesforce and an increase
in expenses of businesses acquired of $16.3 miltiartially offset by a decrease of $24.6 milliaredo changes in foreign currency exchange
rates. Additionally, selling, general, and admirgisve expenses decreased $24.1 million due torleaeerance expenses in fiscal 2013 , as
compared to fiscal 2012 .
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Other Income, net

Years ended June 30,

(Dollars in millions) 2013 2012 $ Change
Interest income on corporate funds $ (645 $ (85.2) $ (20.9)
Realized gains on available-for-sale securities (32.]) (32.]) —
Realized losses on available-for-sale securities 3.t 7.7 4.2
Impairment losses on available-for-sale securities — 5.8 5.8
Impairment losses on assets held for sale — 2.2 2.2
Gains on sales of buildings (2.2 — 2.2
Gain on sale of assets — (66.0) (66.0
Other, net (0.9 (3.2 (2.3
Other income, net $ (969 $§ (1709 $ (746

Other income, net, decrease d $74.6 million inafi@013 , as compared to fiscal 2012 . The deereas due to a $66.0 million gain
on the sale of assets related to rights and omigato resell a thirgharty expense management platform in fiscal 20Psadecrease in intere
income on corporate funds of $20.7 million in fils2@13, as compared to fiscal 2012. The decreas#erest income on corporate funds
resulted from lower average interest rates fromd@ir fiscal 2012 to 1.5% in fiscal 2013, partiatiffset by increasing average daily corporate
funds, which increased from $4.0 billion in fis@@112 to $4.2 billion in fiscal 2013. Such decreasere partially offset by gains of $2.2
million pertaining to the sale of two buildingsfiacal 2013, a $5.8 million impairment loss on dafalle-for-sale securities in fiscal 2012, anc
impairment loss of $2.2 million related to assetvusly classified as assets held for sale iTafi2012.

Earnings from Continuing Operations before Income &xes

Earnings from continuing operations before incomes$ decrease d $25.6 million , or 1% , to $2,0#llon in fiscal 2013 , which
includes the effect of the $42.7 million goodwitipairment charge, compared to $2,101.7 milliorisodl 2012 , which includes the effect of a
$66.0 million gain on the sale of assets relatetiéarights and obligations to resell a third-paxpense management platform. Overall margir
decrease d approximately 140 basis points from%Aa98fiscal 2012 to 18.4% in fiscal 2013 with apgirately 40 basis points of margin
decrease attributable to the goodwill impairmerargk, 20 basis points of margin decrease attriteitalacquisitions completed in fiscal 2012,
and 90 basis points related to the continued dedlinnterest on funds held for clients discusdmava. In addition, overall margin decreased
approximately 60 basis points due to the fiscal?2ffdin on the sale of assets related to the ratdsobligations to resell a third-party
management platform. These decreases were padfédigt by margin improvements in our business ssgm

Adjusted Earnings from Continuing Operations beforelncome Taxes

Adjusted earnings from continuing operations befoceme taxes increase d $83.1 million , or 4%%$218.8 million in fiscal 2013
as compared to $2,035.7 million for fiscal 2012 tuencreased revenue and margin improvement irbasiness segments, partially offset by
the continued decline in interest on funds heldcfients. Margin, adjusted for the 2013 goodwilpiairment charge related to our ADP
AdvancedMD business and a gain on the sale ofsasslated to rights and obligations to resell edtiparty expense management platform in
fiscal 2012 , decreased approximately 40 basistpdiom 19.2% in fiscal 2012 to 18.8% in fiscal 30due to approximately 90 basis points of
margin decline related to the continued declinmiarest on funds held for clients discussed abpagjally offset by margin improvements in
our business segments.

Provision for Income Taxes
The effective tax rates in both fiscal 2013 and2@&re 34.6% . Our effective tax rate for fiscal20ncludes the effect of a non tax-
deductible goodwill impairment charge of $42.7 raill that increased our effective tax rate by O.¢@etage points in the period. The 0.7

percentage point increase was offset by a redustifareign taxes and the availability of higherefign tax credits in fiscal 2013 , as comparec
to 2012 .
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Net Earnings from Continuing Operations and DilutedEarnings per Share from Continuing Operations

Net earnings from continuing operations decread&7dl million , or 1% , to $1,358.1 million in figkc2013, which includes the effe:
of the $42.7 million goodwill impairment charge ngpared to $1,375.2 million in fiscal 2012 , whicitluded the effect of an after tax gain on
the sale of assets of $41.2 million. Diluted eagsiper share from continuing operations was fldistal 2013 , as compared to $2.79 in fiscal
2012.

In fiscal 2013, our diluted earnings per sharenfedntinuing operations reflects the decrease rramings from continuing
operations and the impact of fewer shares outstgrmaisulting from the net impact of cumulative ghapurchases, offset by the issuances of
shares under our stock-based compensation programs.

Adjusted Net Earnings from Continuing Operations ard Adjusted Diluted Earnings per Share from Continung Operations

Adjusted net earnings from continuing operatiorseéase d $66.8 million , or 5% , to $1,400.8 millian fiscal 2013 as compared 1
$1,334.0 million for fiscal 2012 , and the adjustiéldted earnings per share from continuing operetincrease d 6% , to $2.88 for fiscal 2013
compared to $2.71 for fiscal 2012 . The increasedinsted diluted earnings per share from contmoiperations for fiscal 2013 reflects the
increase in adjusted net earnings from continuperations and the impact of fewer shares outstgnaisulting from the net impact of
cumulative share repurchases, offset by the isgsapicshares under our stock-based compensatignapns.

ANALYSIS OF REPORTABLE SEGMENTS

Revenues from Continuing Operations

(Dollars in millions)

Years ended June 30, $ Change % Change
2014 2013 2012 2014 2013 2014 2013
Employer Services $ 8,5635.. $ 7,924.¢ $ 7,449.c $ 610.2 $ 475.5 8% 6%
PEO Services 2,270.¢ 1,973.. 1,771.. 297.7 201.¢ 15% 11%
Dealer Services 1,951. 1,820.: 1,676.: 131. 144.( 7% 9%
Other 0.9 1.7 5.5
Reconciling items:
Client fund interest (550.7) (432.9 (307.))
$ 12,206! $ 11,2874 $ 10,595 g 918¢ $ 6922 % 7%
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Earnings from Continuing Operations before IncomeTaxes

(Dollars in millions)

Years ended June 30, $ Change % Change
2014 2013 2012 2014 2013 2014 2013
Employer Services $ 2,517.¢ $ 2,216.6 $ 2,054.¢ $ 301.C $ 162.2 14% 8%
PEO Services 234.: 199.7 171.1 34.€ 28.€ 17% 17%
Dealer Services 428.1 375.% 322.1 52.¢ 53.2 14% 17%
Other (355.5) (283.9) (139.0
Reconciling items:
Client fund interest (550.7) (432.9) (307.J)
$ 2,274 $ 2,076.. $ 2,101 ¢ 198: $ (25.6) 10% (1)%

Certain revenues and expenses are charged topiiealele segments at a standard rate for managerssuns. Other costs are
charged to the reportable segments based on maragemesponsibility for the applicable costs. Tnignary components of the “Other”
segment are the results of operations of ADP Indgnia wholly-owned captive insurance company thratvides workers’ compensation and
employer’s liability deductible reimbursement irsice protection for PEO Services worksite employees-recurring gains and losses,
miscellaneous processing services, such as cusforaacing transactions, and certain charges apéreses that have not been allocated to th
reportable segments, such as stock-based compemsatiense and the fiscal 2013 goodwill impairnoérge.

In addition, there is a reconciling item for théfelience between actual interest income earnechwaested funds held for clients ¢
interest credited to Employer Services and PEOiSes\at a standard rate of 4.5%. This allocalomade for management reasons so thi
reportable segmentsesults are presented on a consistent basis wittheuimpact of fluctuations in interest rates. sThilocation is
reconciling item to our reportable segmemtsienues from continuing operations and earning® ftontinuing operations before income t:
and is eliminated in consolidation.

Employer Services
Fiscal 2014 Compared to Fiscal 2013
Revenues from continuing operations

Employer Services' revenues from continuing openatincreased $610.3 million , or 8% , to $8,536iion in fiscal 2014 , as
compared to fiscal 2013 . Revenues from continoipgrations increased due to new business startetydbhe year from new business
bookings growth, an increase in the number of eggas on our clients’ payrolls, and the impact aégincreases. Our worldwide client
revenue retention rate in fiscal 2014 increasedaqmately 10 basis points to 91.4% as comparesitaate in fiscal 2013 and our U.S. pays
per control increased 2.8% in fiscal 2014 .

Earnings from Continuing Operations before I ncome Taxes

Employer Services’ earnings from continuing operaibefore income taxes increased $301.0 millmml4% , to $2,517.8 million in
fiscal 2014 , as compared to fiscal 2013 . Thesase was due to the increase in revenues frormoaryg operations of $610.3 million
discussed above, which was partially offset byremndase in expenses of $309.3 million . Expensgeased in fiscal 2014 due to investments
in our salesforce and labor-related costs as coedpar2013, both of which grew slower than Empldyervices' revenues. Overall margin
increase d approximately 150 basis points from®a® 29.5% for fiscal 2014 , as compared to fi€Hl3 , due to increased operating scale.
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Fiscal 2013 Compared to Fiscal 2012
Revenues from continuing operations

Employer Services' revenues from continuing openatincrease d $475.5 million , or 6% , to $7,924iion in fiscal 2013 , as
compared to fiscal 2012 . Revenues from continoiperations for our Employer Services business evbale increased approximately 5%
without the impact of acquisitions and revenuesgiaing to the sale in fiscal 2012 of assets relaterights and obligations to resell a third-
party expense management platform. Revenues foortinciing operations increased due to new busistassed during the year from new
business bookings growth, an increase in the nuib@mployees on our clients’ payrolls, and the actpof price increases. Our worldwide
client revenue retention rate in fiscal 2013 insezh40 basis points to 91.3% as compared to cairrdiscal 2012 and U.S. our pays per
control increased 2.8% in fiscal 2013.

Earnings from Continuing Operations before I ncome Taxes

Employer Services' earnings from continuing operetibefore income taxes increase d $162.2 millmm8% , to $2,216.8 million in
fiscal 2013 , as compared to fiscal 2012 . Thesase was due to the increase in revenues of $a7Bi&n discussed above, which was
partially offset by an increase in expenses of $3h3illion . In addition to an increase in expenselated to increase d revenues, expenses
increased in fiscal 2013 due to investments insalesforce and labor-related costs over the samedparior year levels coupled with the
effects of acquisitions. Overall margin increasgpgroximately 40 basis points from 27.6% to 28f6#4iscal 2013 , as compared to fiscal
2012, and included the benefit of increased opeyatcale, offset by approximately 50 basis poafitsiargin decline attributable to
acquisitions.

PEO Services
Fiscal 2014 Compared to Fiscal 2013
Revenues

PEO Services' revenues increased $297.7 milliorl5% , to $2,270.9 million for fiscal 2014 , aswuared to fiscal 2013 . Such
revenues include pass-through costs of $1,736l®mfbr fiscal 2014 and $1,513.5 million for fid&@013 associated with benefits coverage,
workers' compensation coverage, and state unemgpilalytaxes for worksite employees. The increasevanues was due to a 15% increase i
the average number of worksite employees, resultorg an increase in the number of new clients gnogvth in our existing clients.

Earnings from Continuing Operations before I ncome Taxes

PEO Services’ earnings from continuing operatioef®te income taxes increased $34.6 million , or 1786$234.3 million for fiscal
2014 , as compared to fiscal 2013 . Earnings ftontinuing operations before income taxes incredsedo growth in earnings related to the
increase in the average number of worksite empky€e/erall margin increased approximately 20 bpsists from 10.1% to 10.3% for fiscal
2014 , as compared to fiscal 2013, due to lowectiproduct cost and operational efficiency, pélitioffset by higher selling expenses relatec
to strong new business bookings.

Fiscal 2013 Compared to Fiscal 2012
Revenues

PEO Services' revenues increase d $201.8 millowrl1% , to $1,973.2 million in fiscal 2013 , asmggared to fiscal 2012 . Such
revenues include pass-through costs of $1,5131®mfbr fiscal 2013 and $1,363.6 million for fid@D12 associated with benefits coverage,

workers' compensation coverage, and state unempilalytaxes for worksite employees. The increasevanues was due to a 9% increase in
the average number of worksite employees, resultarg an increase in the number of new clients gnogvth in our existing clients.
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Earnings from Continuing Operations before I ncome Taxes

PEO Services' earnings from continuing operati@fsre income taxes increase d $28.6 million , &6 170 $199.7 million for fiscal
2013, as compared to fiscal 2012 . Earnings fromiouing operations before income taxes increagigedto growth in earnings related to the
increase in the average number of worksite empkyé€e/erall margin increased approximately 40 basists from 9.7% to 10.1% for fiscal
2013, as compared to fiscal 2012 , resulting febmver growth in pass-through costs.

Dealer Services
Fiscal 2014 Compared to Fiscal 2013
Revenues

Dealer Services' revenues increased $131.2 milliwrv% , to $1,951.4 million for fiscal 2014 ,@smpared to fiscal 2013 . This
increase is driven by new business installed, imgaaclient retention, and digital advertising reves.

Earnings from Continuing Operations before I ncome Taxes

Dealer Services' earnings from continuing operatizefore income taxes increased $ 52.8 million1,486 , to $428.1 million for
fiscal 2014 , as compared to fiscal 2013 . Thisdase was due to the increase in revenues of $i8lli@n discussed above and was partially
offset by higher operating expenses related toemphting and servicing new clients and productger&ll margin increased approximately
130 basis points from 20.6% to 21.9% for fiscal204s compared to fiscal 2013, due to increapedating efficiencies and the benefits of
non-recurring items.

Fiscal 2013 Compared to Fiscal 2012
Revenues

Dealer Services' revenues increased $144.0 millar®% , to $1,820.2 million for fiscal 2013 ,@smpared to fiscal 2012 . Revenues
for our Dealer Services business would have inegtapproximately 8% without the impact of acquisii due to new clients, improved client
retention, and growth in our key products durirsgdil 2013, as compared to fiscal 2012. Revenuesdsed due to new business started durin
the year from growth in new business bookings acdeiased users of our digital marketing solutidie.continue to see increased utilization
of our credit report and vehicle registration ti@etns, consistent with the steady improvemenhefNorth American new car market.

Earnings from Continuing Operations before I ncome Taxes

Dealer Services' earnings from continuing operatizefore income taxes increased $53.2 million,786 , to $375.3 milliorfior fiscal
2013, as compared to fiscal 2012 . This increaae due to the increase in revenues of $144.0 mitliscussed above and was partially offset
by higher operating expenses related to implemgraird servicing new clients and products. Ovenaltgin increased approximately 148si:
points from 19.2% to 20.6% for fiscal 2013, as caneg to fiscal 2012, due to increased operatin soad included approximately 10 basis
points of margin improvement related to acquisgioompleted in fiscal 2012.

Other

The primary components of the “Other” segment heerésults of operations of ADP Indemnity, non-reog gains and losses,
miscellaneous processing services, such as cusforaacing transactions, and certain charges apéreses that have not been allocated to th
reportable segments, such as stock-based compensatiense, the fiscal 2014 separation costs delatéhe planned separation of our Dealer
Services business, and the fiscal 2013 goodwilkinmpent charge.

Stock-based compensation expense was $138.4 mili66.4 million , and $94.1 million in fiscal 2012013, and 2012,
respectively.

ADP Indemnity provides workers' compensation anglegrer's liability deductible reimbursement insurarprotection for PEO
Services worksite employees up to a $1 milliongmurrence. PEO Services has secured specificcgarrence and aggregate stop loss
insurance from a wholly-owned and regulated insceararrier of AIG that covers all losses
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in excess of the $1 million per occurrence and atspaggregate losses within the $1 million retemthat collectively exceed a certain level in
each policy year. We utilize historical loss expade and actuarial judgment to determine the ettoindaim liability for the PEO Services
business. Premiums are charged to PEO Servicew#o the claims expected to be incurred by the BE@ices' worksite employees. Change:
in estimated ultimate incurred losses are recognzeADP Indemnity. During fiscal 2014 , ADP Indeityrpaid a premium of $142.4 million
to enter into a reinsurance arrangement with ACEeAcan Insurance Company to cover substantiallioafies incurred by ADP Indemnity for
the fiscal 2014 policy year up to the $1 milliorr pecurrence related to the workers' compensationeanployer's liability deductible
reimbursement insurance protection for PEO Serwiggksite employees. ADP Indemnity paid a premidr8167.9 million in July 2014 to
enter into a reinsurance agreement with ACE Amarlogaurance Company to cover substantially alldedsr the year ended fiscal 20ddlicy
year on terms substantially similar to the fis2014reinsurance policy to cover losses up to the $lianiper occurrence related to the work
compensation and employer's liability deductiblenfirsement insurance protection for PEO Servicaksite employees.

Our net realized gains on the sale of availablestde securities, including impairment losses, viE@.5 million , $28.6 million , and
$18.6 million in each of fiscal 2014 , 2013, arfd 2 , respectively.

In fiscal 2013 we recorded a goodwill impairmenaige of $42.7 million related to our ADP AdvancedMisiness which is part of
the Employer Services segment. There were no gdiadwpiairment charges in fiscal 2014 or 2012 fiscal 2014, we incurred $14.9 million
costs related to our planned separation of ourddeggrvices business.

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCE S

At June 30, 2014 , cash and marketable securites $4,069.9 million , stockholders' equity wa$$6,2 million , and the ratio of
long-term debt-to-equity was 0.2% . Working cadifore funds held for clients and client fund$igdtions at June 30, 2014 was $1,630.8
million , as compared to $1,209.2 million at JuBe 013 . The increase in working capital was pritp due to a decrease in our obligations
under reverse repurchase agreements, an increasedants receivables, net, and an increase inasabshash equivalents. As a result of short:
term commercial paper obligations outstanding akiok 30, 2014 , we reclassified funds held fants to shorterm marketable securities ¢
cash and cash equivalents, which did not impactauwking capital before clients fund obligationslahe 30, 2014.

In fiscal 2015, as a result of the planned sepamaif our Dealer Services business, we expectc@ive a dividend of at least $700
million, which we plan to return to our sharehoklafter the spin-off through share repurchasegntipg upon market conditions.
Additionally, in the first quarter of fiscal 201&e expect to monetize notes receivables relatedit®ealer Services financing arrangements,
which is expected to generate between $195 miliwch $205 million of cash.

Our principal sources of liquidity for operationg alerived from cash generated through operatiodgtaough corporate cash and
marketable securities on hand. We continued torgém@ositive cash flows from operations duringdls2014 , and we held approximately
$4.1 billion of cash and marketable securitiesuaeJ30, 2014 , which included $2.2 billion of casti cash equivalents related to our
commercial paper borrowings. We have the abititharrow through our financing arrangements undebS. short-term commercial paper
program and our U.S. and Canadian short-term revepurchase agreements to meet short-term fumelqugrements related to client funds
obligations. Included in our cash and cash equitalas of June 30, 2014 is $0.8 billion held byfoveign subsidiaries. Amounts held by
foreign subsidiaries, if repatriated to the U.Sould generally be subject to foreign withholdingldn S. income taxes, adjusted for foreign tax
credits. Our intent is to permanently reinvest ¢hiemds outside of the U.S. and our current plansat demonstrate a need to repatriate the
fund our U.S. operations.

Our cash flows from operating, investing, and fitiag activities, as reflected in the Statement€ofisolidated Cash Flows for the
years ende2014 , 2013, and 2012 , are summarized as follows:
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Years ended June 30, $ Change

2014 2013 2012 2014 2013

Cash provided by (used in):

Operating activities $ 1,821 $ 1577 $ 1,910 $ 2447 % (333.0

Investing activities 813.: (1,578.9) 3,243.¢ 2,391.° (4,822.()

Financing activities (2,358.9) 151.C (4,953.9 (2,509.9) 5,104.¢

Effect of exchange rate changes on cash a

cash equivalents 8.C 1.2 (41.2) 6.€ 42.¢
Net change in cash and cash equivalents $ 284.5  $ 151.C $ 158.7 $ 133.f  $ (7.7)

Net cash flows provided by operating activities &v#1,821.4 million for fiscal 2014 , as compare® th577.2 million for fiscal
2013 . The increase in net cash flows providedfmrating activities was due to $110.1 million léghet earnings in fiscal 2014 , a lower
pension contribution of $50.6 million, and a favdleachange in the remaining components of net workapital. For the year ended June 30,
2014, Other operating activities include a $49.8ion use of funds and financing activities inclual&49.9 million source of funds for excess
tax benefits related to stock-based compensationtHe year ended June 30, 2013, Other operatingts include a $16.2 million use of
funds and financing activities include a $16.2 imiillsource of funds for excess tax benefits reltdestock-based compensation.

Net cash flows provided by investing activities /&r813.3 million for fiscal 2014 , as comparedésd cash flows used in investing
activities of $ 1,578.4 million for fiscal 2013 h& net change in cash provided by investing a@#is due to the timing of receipts and
disbursements of restricted cash and cash equigaiefd to satisfy client funds obligations of $88 million and a decrease in the purchase:
of corporate and client funds marketable securdfe®l,487.7 million , partially offset by the aateasean proceeds from sales and maturitie
corporate and clients funds marketable securifi€i %79.1 million .

Net cash flows used in financing activities wer2,3858.2 million for fiscal 2014 as compared to ceeth flows provided by financing
activities of $ 151.0 million for fiscal 2013 . &met change in cash provided by financing acéisits due to the net decrease in client funds
obligations of $4,128.0 million as a result of theing of cash received and payments made relatetient funds and the timing of our
borrowings and repayments of our reverse repurcbllégations, partially offset by the net increas@roceeds from commercial paper
borrowings of $2,173.0 million .

We purchased approximately 9.0 million shares efammmon stock at an average price per share a0 #turing fiscal 2014
compared to purchases of 10.4 million shares alvarage price per share of $61.89 during fiscaB20Erom time to time, the Company may
repurchase shares of its common stock under itmened share repurchase programs. The Comparsydera several factors in determining
when to execute share repurchases, including, amitreg things, actual and potential acquisitionvatgt cash balances and cash flows,
issuances due to employee benefit plan activitgt,market conditions.

Our U.S. short-term funding requirements relateditnt funds are sometimes obtained through at¢bonm commercial paper
program, which provides for the issuance of up#@8$ billion in aggregate maturity value of comni@rpaper, rather than liquidating
previously-collected client funds that have alrebdgn invested in available-for-sale securitiesluly 2014, we increased our U.S. short-term
commercial paper program to provide for the isseafaup to $7.5 billion in aggregate maturity val@air commercial paper program is rated
A-1+ by Standard and Poor’s and Prime-1 by Moodykese ratings denote the highest quality comrakpeiper securities. Maturities of
commercial paper can range from overnight to upa# days. For fiscal 2014 and 2013, our avebagmwings were $2.3 billion and $2.4
billion , respectively, at weighted average intéerase of 0.1% and 0.2% , respectively. The weidlateerage maturity of the Company’s
commercial paper during fiscal 2014 approximated days . We have successfully borrowed throughuieeof our commercial paper
program on an as needed basis to meet short-tewimfy requirements related to client funds obligai At June 30, 2014 , we h&@.2 billior
of commercial paper outstanding, which was subsstyueepaid on July 1, 2014 . At June 30, 2013 had no outstanding obligations under
our short-term commercial paper program.

Our U.S. and Canadian short-term funding requirdmeiated to client funds obligations are somesimigtained on a secured basis
through the use of reverse repurchase agreemehmits) are collateralized principally by governmentlayjovernment agency securities, rather
than liquidating previously-collected client funitiet have already been invested in available-fe-sacurities. These agreements generally
have terms ranging from overnight to up to fiveibass days. We have successfully borrowed throlugluse of reverse repurchase
agreements on an as needed basis to meet shortutedimg
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requirements related to client funds obligationsJéne 30, 2014 , there were no outstanding oltigatrelated to the reverse repurchase
agreements. At June 30, 2013, we had $245.9 mitfi@bligations outstanding related to reverse rejpase agreements, which were repai
July 2, 2013 . For fiscal 2014 and 2013, we haataye outstanding balances under reverse repurabesements of $361.7 million and
$362.0 million , respectively, at weighted averagerest rates of 0.5% and 0.7% , respectivelnddition, we have $3.25 billion available to
us on a committed basis under these reverse regmeagreements. We believe that we currently nlesdraditions set forth in the committed
reverse repurchase agreements to borrow therewarttdkye are not aware of any conditions that wpuddent us from borrowing part or all of
the $3.25 billion available to us under the comeditteverse repurchase agreements.

We have a $2.25 billion , 364-day credit agreemmsétit a group of lenders that matures in June 20h%ddition, we have a five-year
$2.0 billion credit facility and a five-year $3.B8lion credit facility maturing in June 2018 andn& 2019 respectively, each with an accord
feature under which the aggregate commitment candseased by $ 500.0 million , subject to the kmlity of additional commitments. The
interest rate applicable to committed borrowingsed to LIBOR, the effective federal funds ratettoe prime rate depending on the
notification provided by the Company to the syntiBddfinancial institutions prior to borrowing. T®mpany is also required to pay facility
fees on the credit agreements. The primary usteedfredit facilities are to provide liquidity toe commercial paper program and funding for
general corporate purposes, if necessary. We diddmowings through June 30, 2014 under the cegitements. We believe that we
currently meet all conditions set forth in the rieireg credit agreements to borrow thereunder, andare not aware of any conditions that
would prevent us from borrowing part or all of $i&5 billion available to us under the revolvingdit agreements.

Our investment portfolio does not contain any abseked securities with underlying collateral obgtime mortgages, alternative-A
mortgages, sub-prime auto loans or sub-prime hayuigyeloans, collateralized debt obligations, c@talized loan obligations, credit default
swaps, asset-backed commercial paper, derivatwesion rate securities, structured investmentatesior non-investment grade fixed-income
securities. We own AAA rated senior tranches oédixate credit card, auto loan, rate reduction,athdr asset-backed securities, secured
predominately by prime collateral. All collatermi asset-backed securities is performing as exgedteaddition, we own senior debt directly
issued by Federal Home Loan Banks and Federal Eaedlit Banks. We do own mortgage-backed securitibg&h represent an undivided
beneficial ownership interest in a group or pooboé or more residential mortgages. These seesigtie collateralized by the cash flows of 1-
year and 3-year residential mortgages and are guaranteeedgril National Mortgage Association and Federahklhoan Mortgage
Corporation as to the timely payment of principad anterest. Our client funds investment stratisgstructured to allow us to average our way
through an interest rate cycle by laddering theunitégs of our investments out to five years (ie ttase of the extended portfolio) and out tc
years (in the case of the long portfolio). Thigdstment strategy is supported by our sterm financing arrangements necessary to satisfy
short-term funding requirements relating to cliemtds obligations.

Capital expenditures for continuing operationsised! 2014 were $218.7 million , as compared tod$d Tillion in fiscal 2013 and
$146.2 million in fiscal 2012 . The capital expandes in fiscal 2014 related to our data centerathdr facility improvements made to support
our operations. We expect capital expendituressiraf 2015 to be between $250 million and $275iomill

The following table provides a summary of oantractual obligations as of June 30, 2014 :

(In millions) Payments due by period
Less than 1-3 3-5 More than

Contractual Obligations 1 year years years 5 years Unknown Total
Debt Obligations (1) $ 23 % 51 $ 69 $ — § — 3 14.2
Operating Lease and Software

License Obligations (2) $ 209.¢ $ 23572 % 83.C $ 326 $ — 560.7
Purchase Obligations (3) $ 37971 $ 268« $ 132 $ — § — 3 780.4
Obligations related to Unrecognized

Tax Benefits (4) $ 1¢C $ — —  $ —  $ 557 % 56.7

Other long-term liabilities reflected
on our Consolidated Balance Sheets:

Compensation and Benefits (5) $ 54 $ 191¢ $ 100.< $ 265.C $ 80.C $ 642.
Acquisition-related obligations (6) $ 02 $ — % — 3 — § — 3 0.3
Total $ 508.6 $ 7005 $ 3226 $ 2976 $ 1357 $ 2,054
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(1) These amounts represent the principal repaymemsrafebt and are included on our Consolidatedri®@al&heets. The estimated interest payments dtiesby
corresponding period above are $0.5 million, $0ilian, $0.1 million, and $0.0 million, respectiyglwhich have been excluded.

(2) Included in these amounts are various facilitiess @quipment leases and software license agreenwatenter into operating leases in the normal @afdusiness
relating to facilities and equipment, as well as lfbensing of software. The majority of our leasgeements have fixed payment terms based on sisage of time.
Certain facility and equipment leases require paytroémaintenance and real estate taxes and coggaalation provisions based on future adjustmanisce
indices. Our future operating lease obligationda@ahange if we exit certain contracts or if weegnnto additional operating lease agreements.

(3) Purchase obligations are comprised of a $167.9omiteinsurance premium with ACE American InsuraGoenpany for the fiscal 2015 policy year, as wsll a
obligations related to purchase and maintenaneeaggnts on our software, equipment, and othersasset

(4) We made the determination that net cash paymeptcted to be paid within the next 12 months, rellédeunrecognized tax benefits of $56.7 millanJune 30, 201.
are expected to be up to $1 million. We are untibfaake reasonably reliable estimates as to thiedbeyond the next 12 months in which cash paysestated to
unrecognized tax benefits are expected to be paid.

(5) Compensation and benefits primarily relates to artwassociated with our employee benefit plansotiner compensation arrangements. These amouritslexbe
estimated contributions to our defined benefit pJamhich are expected to be $9.5 million in fis2al5 .

(6) Acquisition-related obligations relate to deferpedchase consideration payments at future datéab#ity is established at the time of the acqinsi for these fixed
payments.

In addition to the obligations quantified in thél@above, we had obligations for the remittancunéls relating to our payroll and
payroll tax filing services. As of June 30, 201#e obligations relating to these matters, whighexpected to be paid in fiscal 2015 , total
$18,963.4 million and were recorded in client fupfifigations on our Consolidated Balance Sheetsh#de$19,258.0 million of cash and
marketable securities that have been impounded dnanelients to satisfy such obligations recordeélinds held for clients on our
Consolidated Balance Sheets as of June 30, 2014 .

ADP Indemnity provides workers' compensation anglegrer's liability deductible reimbursement insurarprotection for PEO
Services worksite employees up to a $1 milliongmaurrence. PEO Services has secured specificcgarrence and aggregate stop loss
insurance from a wholly-owned and regulated insceararrier of AIG that covers all losses in exagfsthe $1 million per occurrence and also
any aggregate losses within the $1 million retentf@t collectively exceed a certain level in der@olicy years. Should AIG and its wholly-
owned insurance company be unable to satisfy tugitractual obligations, ADP would also become oasjble for satisfying these worksite
employee workers' compensation obligations foréh®aims in excess of the $1 million per occurreMge utilize historical loss experience
and actuarial judgment to determine the estimatechdiability for the PEO Services business. Prnems are charged to PEO Services to cove
the claims expected to be incurred by the PEO 8esvivorksite employees. Changes in estimatedatiiimcurred losses are recognized by
ADP Indemnity. During fiscal 2014, ADP Indemnityiga premium of $142.4 million to enter into a inance agreement with ACE
American Insurance Company to cover substantidlilpsses incurred by ADP Indemnity for the fis@8I14 policy year up to the $1 million
per occurrence related to the workers' compensatidremployers' liability deductible reimbursemiaesurance protection for PEO Services
worksite employees. ADP Indemnity paid a premiun$D$7.9 million in July 2014 to enter into a reiremce agreement with ACE American
Insurance Company to cover substantially all loésethe fiscal 2015 policy year on terms substdlytisimilar to the fiscal 2014 reinsurance
policy. At June 30, 2014 , ADP Indemnity's totadets were $378.4 million to satisfy the actuarieliyimated unpaid losses of $318.8 million
for the policy years since July 1, 2003. ADP Indégnpaid claims of $45.3 million and $59.5 millionet of insurance recoveries, in fis@all<
and 2013, respectively.

In the normal course of business, we also enterdantracts in which we make representations andawges that relate to the
performance of our services and products. We dexjpéct any material losses related to such reptasens and warranties.

Quantitative and Qualitative Disclosures about Marlet Risk
Our overall investment portfolio is comprised ofporate investments (cash and cash equivalentd;t&nm marketable securities,

and longterm marketable securities) and client funds agéetsls that have been collected from clients lmiityet remitted to the applicable
authorities or client employees).
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Our corporate investments are invested in caslttaslkl equivalents and highly liquid, investment-gradhrketable securities. These
assets are available for repurchases of commok &iptreasury and/or acquisitions, as well as otoeporate operating purposes. All of our
short-term and long-term fixed-income securities @dassified as available-for-sale securities.

Our client funds assets are invested with safepyrioicipal, liquidity, and diversification as theipary objectives. Consistent with
those objectives, we also seek to maximize inténesime and to minimize the volatility of interéstome. Client funds assets are invested in
highly liquid, investmentgrade marketable securities, with a maximum matwifitl0 years at the time of purchase and monekehaecuritie:
and other cash equivalents. At June 30, 2014rpappately 92% of the available-for-sale securitesegorized as U.S. Treasury and direct
obligations of U.S. government agencies were iregeBt senior, unsecured, non-callable debt diréstiyed by the Federal Home Loan Banks
and Federal Farm Credit Banks.

We utilize a strategy by which we extend the mégsiof our investment portfolio for funds held fdients and employ short-term
financing arrangements to satisfy our stiertn funding requirements related to client fundbgations. Our client funds investment strateg
structured to allow us to average our way througinterest rate cycle by laddering the maturitiesw investments out to five years (in the
case of the extended portfolio) and out to tengé@arthe case of the long portfolio). As parbaf client funds investment strategy, we use th
daily collection of funds from our clients to s#isther unrelated client funds obligations, rattiean liquidating previously-collected client
funds that have already been invested in availtdslsale securities. We minimize the risk of navimg funds collected from a client available
at the time such client’s obligation becomes duérounding, in virtually all instances, the clisnfunds in advance of the timing of payment
of such client’s obligation. As a result of thigptice, we have consistently maintained the reguievel of client funds assets to satisfy all of
our obligations.

There are inherent risks and uncertainties invghaar investment strategy relating to our cliemds assets. Such risks include
liquidity risk, including the risk associated wibhir ability to liquidate, if necessary, our avalfor-sale securities in a timely manner in order
to satisfy our client funds obligations. Howewvauy investments are made with the safety of pradciguidity, and diversification as the
primary goals to minimize the risk of not havindfeuent funds to satisfy all of our client fundbligations. We also believe we have
significantly reduced the risk of not having sufiat funds to satisfy our client funds obligatidnsconsistently maintaining access to other
sources of liquidity, including our corporate céstiances, available borrowings under our $7.5dmiliommercial paper program (rated A-1+
by Standard and Poor’s and Prime-1 (P1) by Moodiits highest possible credit ratings), our abiiityexecute reverse repurchase transaction
(% 3.25 billionof which is available on a committed basis), andilable borrowings under our $7.5 billion committedolving credit facilities
The reduced availability of financing during pesoaf economic turmoil, even to borrowers with thghlest credit ratings, may limit our ability
to access short-term debt markets to meet theditguieeds of our business. In addition to ligtyidisk, our investments are subject to interes
rate risk and credit risk, as discussed below.

We have established credit quality, maturity, axplosure limits for our investments. The minimurowakd credit rating at time of
purchase for corporate and Canadian provincial bas&8BB, for asseltacked securities is AAA, and for municipal bongl&\i The maximun
maturity at time of purchase for BBB rated secesitis 5 years, for single A rated securities i®dry, and for AA rated and AAA rated
securities is 10 years. Time deposits and commgra@er must be rated A-1 and/or P-1. Money mdikeds must be rated AAA/Aaa-mf.
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Details regarding our overall investment portfadre as follows:

(Dollars in millions)

Years ended June 30, 2014 2013 2012
Average investment balances at cost:
Corporate investments $ 4,072« $ 4,200 $  4,024.¢
Funds held for clients 20,726 19,156.. 17,898..
Total $ 24,798 $ 23,356.0 $ 21,922.

Average interest rates earned exclusive of realized
gains/(losses) on:

Corporate investments 1.4% 1.5% 2.1%

Funds held for clients 1.8% 2.2% 2.8%
Total 1.7% 2.1% 2.€%
Realized gains on available-for-sale securities $ 202 % 321 % 32.1
Realized losses on available-for-sale securities (3.9 (3.5 (7.7
Net realized gains on available-for-sale securities $ 16.5 % 28 % 24 .4
Impairment losses on available-for-sale securities $ —  $ —  § (5.9
As of June 30:

Net unrealized pre-tax gains on
available-for-sale securities $ 3244 $ 287.¢ % 710.k

Total available-for-sale securities at fair value $ 20,156.! $ 18,838." $ 18,093.:

We are exposed to interest rate risk in relatiogetturities that mature, as the proceeds from ingtsecurities are reinvested. Fac
that influence the earnings impact of interest chi@nges include, among others, the amount of iesidands and the overall portfolio mix
between short-term and long-term investments. iisvaries during the fiscal year and is impadigdiaily interest rate changes. The
annualized interest rate earned on our entire @artflecrease d from 2.1% for fiscal 2013 to 1. ®¥fiscal 2014 . A hypothetical change in
both short-term interest rates (e.g., overnigtarist rates or the federal funds rate) and inteiateterm interest rates of 25 basis points
applied to the estimated average investment bataaumog any related short-term borrowings would téaudpproximately a $10 million impact
to earnings from continuing operations before inedaxes over the ensuing twelve-month period endiimg 30, 2015 A hypothetical chang
in only short-term interest rates of 25 basis poayplied to the estimated average short-term imargt balances and any related short-term
borrowings would result in approximately a $5 noifliimpact to earnings from continuing operation®fzeincome taxes over the ensuing
twelve-month period ending June 30, 2015 .

We are exposed to credit risk in connection withatailable-for-sale securities through the possibability of the borrowers to meet
the terms of the securities. We limit credit rigkinvesting in investment-grade securities, prilgakAA and AA rated securities, as rated by
Moody'’s, Standard & Poor’s, and for Canadian s¢ies;i Dominion Bond Rating Service. ApproximateBg8 of our available-for-sale
securities held a AAA or AA rating at June 30, 201k addition, we limit amounts that can be inedsin any security other than U.S. and
Canadian government or government agency securities

We operate and transact business in various fojeiggtdictions and are therefore exposed to maikktfrom changes in foreign
currency exchange rates that could impact our dintaged results of operations, financial positioncash flows. We manage our exposure to
these market risks through our regular operatirdyfanancing activities and, when deemed appropriat@ugh the use of derivative financial
instruments. We may use derivative financial instents as risk management tools and not for trgglimgoses.
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RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In May 2014, the Financial Accounting StandardsrdqaFASB") issued Accounting Standards Update (UA52014-09, "Revenue
from Contracts with Customers,” which outlinesragé® comprehensive model for entities to use iraating for revenue arising from
contracts with customers and supersedes most tuenvgmue recognition guidance, including indusipgcific guidance. ASU 2014-09
requires an entity to recognize revenue depictiegitansfer of goods or services to customers @naount that reflects the consideration to
which the entity expects to be entitled in exchafogehose goods or services. ASU 2014-09 will akssult in enhanced revenue related
disclosures. ASU 2014-09 is effective for fiscahgge and interim reporting periods within thosergebeginning after December 15, 2016. We
have not yet determined the impact of ASU 2014409ur consolidated results of operations, finanoaddition, or cash flows.

In April 2014, the FASB issued ASU 2014-08, "RepugtDiscontinued Operations and Disclosures of Bégs of Components of an
Entity." ASU 2014-08 requires that a disposal repreing a strategic shift that has (or will haveyaor effect on an entitg’financial results «
a business activity classified as held for saleukhbe reported as discontinued operations. ASUlZTBlalso expands the disclosure
requirements for discontinued operations and addsdisclosures for individually significant disptiens that do not qualify as discontinued
operations. ASU 2014-08 is effective prospectielyfiscal years, and interim reporting periodshivitthose years, beginning after December
15, 2014. The impact of ASU 2014-08 is dependenhupe nature of dispositions, if any, after admpti

In July 2013, the FASB issued ASU 2013-1Rrésentation of an Unrecognized Tax Benefit WhBletOperating Loss Carryforwal
a Similar Tax Loss, or a Tax Credit CarryforwarddEx” ASU 2013-11 requires netting of unrecognizedbenefits against a deferred tax
asset for a loss or other carryforward that wopldlain settlement of the uncertain tax positiolslA2013-11 is effective for fiscal years, and
interim periods within those years, beginning alecember 15, 2013. Retrospective adoption is gexthiThe adoption of ASU 2013-11 will
not have a material impact on our consolidatedlt®esti operations, financial condition, or cashai

In July 2013, we adopted ASU 2013-02dmprehensive Income (Topic 220): Reporting of AmewReclassified Out of Accumulal
Other Comprehensive Income.” ASU 2013-02 requérgdies to disclose the amount of income (losshassified out of accumulated other
comprehensive income to each respective line iterthe income statement. The guidance allows corepdnielect whether to disclose the
reclassification either on the face of the incoitagesnent or in the notes to the financial statesjéntluding crosseferencing other disclosui
which provide additional details about these amauwite have elected to disclose the reclassificatidhe notes to the financial statements
with cross-references to other disclosures whicivide additional details about the amounts. Thepddo of ASU 2013-02 did not have an
impact on our consolidated results of operatioingcial condition, or cash flows.

CRITICAL ACCOUNTING POLICIES

Our consolidated financial statements and accomipgmpotes have been prepared in accordance withuatiog principles generally
accepted in the United States of America. The pegjmm of these financial statements requires mamegt to make estimates, judgments, an
assumptions that affect reported amounts of ad&digities, revenues, and expenses. We contiguwalbluate the accounting policies and
estimates used to prepare the consolidated finastatments. The estimates are based on histesipalrience and assumptions believed to b
reasonable under current facts and circumstanagaaPamounts and results could differ from thestéreates made by management. Certain
accounting policies that require significant mamaget estimates and are deemed critical to ourteestibperations or financial position are
discussed below.

Revenue RecognitiarOur revenues are primarily attributable to femsaroviding services€.g., Employer Services' and PEO
Services' payroll processing fees) as well as tmvest income on payroll funds, payroll tax filingnfds and other Employer Services' client-
related funds. PEO revenues are reported net @ftdiass-through costs, which are costs billedrmndred for PEO Services' worksite
employees, primarily consisting of payroll wagesd gayroll taxes. Benefits, workers' compensatiath state unemployment tax fees for
worksite employees are included in PEO revenuegtamdssociated costs are included in operatingresgs. We enter into agreements for a
fixed fee per transactiong(g., number of payees or number of payrolls proces$as associated with services are recognizdtipdriod
services are rendered and earned under servigegameents with clients where service fees are foredketerminable and collectability is
reasonably assured. Our service fees are deterrham on written price quotations or service agesds having stipulated terms and
conditions that do not require management to malesegnificant judgments or assumptions regardimg @otential uncertainties. Interest
income on collected but not yet remitted funds Hetctlients is recognized in revenues as earnethecollection, holding, and remittance of
these funds are critical components of providireséhservices.
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We also recognize revenues associated with theofalgtware systems and associated software ksefesg., Dealer Services' dea
management systems). For a majority of our softwales arrangements, which provide hardware, sodtliGenses, installation, and post-
contract customer support, revenues are recogniably over the software license term, as vengeciic objective evidence of the fair
values of the individual elements in the salesrayement does not exist. Changes to the elemeats amrangement and the ability to establish
vendor-specific objective evidence for those eleimienuld affect the timing of the revenue recogniti

We assess collectability of our revenues basedgpiliyron the creditworthiness of the customer aereined by credit checks and
analysis, as well as the customer's payment histdeydo not believe that a change in our assumptiditized in the collectability
determination would result in a material changeet@enues as no single customer accounts for dis@mi portion of our revenues.

Goodwill. We account for goodwill in accordance with AS@38), which states that goodwill should not be dired, but instead
tested for impairment annually and whenever eventhanges in circumstances indicate the carryaigeszmay not be recoverable. We
perform this impairment test by first comparing fae value of each reporting unit to its carryiagount. If the carrying value for a reporting
unit exceeds its fair value, we then compare thaied fair value of our goodwill to the carrying ammt in order to determine the amount of
impairment, if any. We determine the fair valueoaf reporting units using an equal weighted blerajgatoach, which combines the income
approach, which is the present value of expectsH fltaws, discounted at a risk-adjusted weighteekage cost of capital; and the market
approach, which is based on using market multipfepmpanies in similar lines of business. Sigaifitassumptions used in determining the
fair value of our reporting units include projectedenue growth rates, profitability projectiongrking capital assumptions, the weighted-
average cost of capital, the determination of apgate market comparison companies, and termiradtr rates. We had $3,113.8 million of
goodwill as of June 30, 2014 . Based on the fdireranalysis completed in the fourth quarter of£20fanagement concluded that fair value
exceeded carrying value for all reporting units #rat no reporting units were at risk of goodwitigairment. In completing the annual
impairment test for fiscal 2014Ave evaluated the reasonableness of differendes m@tween the fair value and carrying value cheaaportin
unit. Given the significance of our goodwill, arvadse change to the fair value of goodwill andngible assets could result in an impairment
charge which could be material to our consolid&achings if we are unable to generate the antieipetvenue growth, synergies and/or cost
savings associated with our acquisitions. Durirgfthurth quarter of fiscal 2013, there was an immpant charge of $42.7 million for the ADP
AdvancedMD reporting unit.

Income TaxesThe objectives of accounting for income taxes anetognize the amount of taxes payable or refuedabthe current
year and deferred tax liabilities and assets ferftiure tax consequences of events that havereeegnized in an entity's financial stateme
or tax returns. Judgment is required in addressiaduture tax consequences of events that havereeegnized in our consolidated financial
statements or tax returng.Q., realization of deferred tax assets, changesxitatas or interpretations thereof). In addition, are subject to tt
continuous examination of our income tax returngheylRS and other tax authorities. A change inah&essment of the outcomes of such
matters could materially impact our consolidatedficial statements.

There is a financial statement recognition thredlasld measurement attribute for tax positions takesxpected to be taken in a tax
return. Specifically, the likelihood of an entityax benefits being sustained must be “more liltlein not’assuming that those positions will
examined by taxing authorities with full knowledgfeall relevant information prior to recording thedated tax benefit in the financial
statements. If a tax position drops below the “mlikedy than not” standard, the benefit can no lenge recognized. Assumptions, judgment
and the use of estimates are required in detergnihihe “more likely than not” standard has beegt mhen developing the provision for
income taxes. A change in the assessment of thee"tikely than not” standard could materially impaar consolidated financial statements.
As of June 30, 2014 and 2013, the Company's ili@silfor unrecognized tax benefits, which inclunierest and penalties, were $56.7 million
and $70.7 million , respectively.

If certain pending tax matters settle within thetrtevelve months, the total amount of unrecogniteedbenefits may increase or
decrease for all open tax years and jurisdictiBased on current estimates, favorable settlemet#ted to various jurisdictions and tax peri
could increase earnings up to $10 million in thetteelve months. Audit outcomes and the timingoflit settlements are subject to signifis
uncertainty. We continually assess the likelihond amount of potential adjustments and adjustrtherme tax provision, the current tax
liability and deferred taxes in the period in whttle facts that give rise to a revision become kmow

Stock-Based Compensatidlie measure stock-based compensation expense basiee fair value of the award on the date of grant.
We determine the fair value of stock options issyedising a binomial option-pricing model. The limal option-pricing model considers a
range of assumptions related to volatility, divideseld, risk-free interest rate and employee

37




exercise behavior. Expected volatilities utilizadlie binomial option-pricing model are based @ombination of implied market volatilities,
historical volatility of our stock price and othfaictors. Similarly, the dividend yield is basedhastorical experience and expected future
changes. The risk-free rate is derived from the Wr8asury yield curve in effect at the time ofrgral he binomial option-pricing model also
incorporates exercise and forfeiture assumptiossdan an analysis of historical data. The expdifeedf the stock option grants is derived
from the output of the binomial model and represéné period of time that options granted are etgueto be outstanding. Determining these
assumptions is subjective and complex, and thexefochange in the assumptions utilized could itntbeeccalculation of the fair value of our
stock options.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

The information called by this item is provided enthe caption "Quantitative and Qualitative Discliees About Market Risk" under
"ltem 7 - Management's Discussion and Analysisin&fcial Condition and Results of Operation.
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Item 8. Financial Statements and Supplementary Dat

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Automatic Data Processing, Inc.
Roseland, New Jersey

We have audited the accompanying consolidated balsineets of Automatic Data Processing, Inc. ahdidiaries (the "Company")
as of June 30, 2014 and 2013, and the relateshstatts of consolidated earnings, comprehensiveriacetockholders' equity, and cash flows
for each of the three years in the period ended 30n2014 Our audits also included the consolidated finalngtiatement schedule listed in
Index at Item 15(a) 2. These financial statementsfmancial statement schedule are the respoitgibfithe Company’'s management. Our
responsibility is to express an opinion on the otidated financial statements and consolidatedchfired statement schedule based on our
audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and digis in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, tin@ricial position of Automatic Data
Processing, Inc. and subsidiaries as of June 3G} 80d 2013 and the results of their operations and theih ¢svs for each of the three ye:
in the period ended June 30, 2014 , in conformity accounting principles generally accepted inlthnéted States of America. Also, in our
opinion, the consolidated financial statement safesdvhen considered in relation to the basic chdated financial statements taken as a
whole, presents fairly, in all material respedtg information set forth therein.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the
Company's internal control over financial reportaggof June 30, 2014 , based on the criteria ésieol in Internal Control-Integrated
Framework (1992) issued by the Committee of Spangddrganizations of the Treadway Commission andreport dated August 8, 2014
expressed an unqualified opinion on the Companyésnal control over financial reporting.

/sl Deloitte & Touche LLP

Parsippany, New Jersey
August 8, 2014
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Statements of Consolidated Earnings
(In millions, except per share amounts)

Years ended June 30, 2014 2013 2012
REVENUES:
Revenues, other than interest on funds held
for clients and PEO revenues 9,575.. $ 8,906.( $ 8,341.¢
Interest on funds held for clients 373.1 420.¢ 493.:
PEO revenues (A) 2,257.¢ 1,960.° 1,760.;
TOTAL REVENUES 12,206.! 11,287. 10,595.-
EXPENSES:
Costs of revenues:
Operating expenses 6,248.¢ 5,731 5,355.:
Systems development and programming costs 718.( 654.% 592.7
Depreciation and amortization 254.¢ 252.7 256.(
TOTAL COSTS OF REVENUES 7,221. 6,638.! 6,203.¢
Selling, general, and administrative expenses 2,762.. 2,617. 2,452.¢
Separation costs 14.¢ — —
Goodwill impairment — 42.7 —
Interest expense 6.1 9.1 7.7
TOTAL EXPENSES 10,004.i 9,307. 8,664.!
Other income, net (72.9 (96.2) (170.9)
EARNINGS FROM CONTINUING OPERATIONS
BEFORE INCOME TAXES 2,274.¢ 2,076.: 2,101”
Provision for income taxes 772.( 718.( 726.t
NET EARNINGS FROM CONTINUING OPERATIONS 1,502.¢ $ 1,358.. $ 1,375.:
EARNINGS FROM DISCONTINUED OPERATIONS BEFORE INCOMEAXES 195 75.C 20.
Provision for income taxes 6.2 27.2 7.1
NET EARNINGS FROM DISCONTINUED OPERATIONS 132 $ 470 % 13.:
NET EARNINGS 1515¢ $ 1,405¢ $ 1,388.!
Basic Earnings Per Share from Continuing Operations 312 % 281 $ 2.82
Basic Earnings Per Share from Discontinued Operstio 0.0: 0.1C 0.0:
BASIC EARNINGS PER SHARE 317 % 291 % 2.8t
Diluted Earnings Per Share from Continuing Operetio 311 % 27¢ % 2.7¢
Diluted Earnings Per Share from Discontinued Opamat 0.0¢ 0.1C 0.0z
DILUTED EARNINGS PER SHARE 314 8§ 28¢ $ 2.82
Basic weighted average shares outstanding 478.¢ 482.7 487.:
483.1 487.1 492.;

Diluted weighted average shares outstanding




(A) Professional Employer Organization (“PEQO”) raues are net of direct pass-through costs, priyneoihsisting of payroll wages and payroll taxes$28,192.2 million ,
$19,956.2 million , and $17,792.2 million , respesy.

See notes to the consolidated financial statements.
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Statements of Consolidated Comprehensive Income
(In millions)

Years ended June 30, 2014 2013 2012

Net earnings $ 1515¢ $ 1,405¢ $ 1,388.

Other comprehensive income:
Currency translation adjustments

59.¢ (2.9 (141.7)
Unrealized net gains/(losses) on available-for-salaurities 53.t (394.¢ 158.1
Tax effect (18.2) 138.t (54.9)
Reclassification of net gains on available-for-s#eurities to net earnings (16.5) (28.¢) (18.6)
Tax effect 6.1 10.1 6.4
Pension net gains/(losses) arising during the gerio 102.¢ 68.2 (149.9)
Tax effect (39.7) (25.7) 52.%
Reclassification of pension liability adjustmentiet earnings 20.7 31.7 5.5
Tax effect (5.9 (12.0) (5.4
Other comprehensive income/(loss), net of tax 162.¢ (214.%) (136.9)
Comprehensive income $ 1,678° $ 1,191.( $ 1,251.

See notes to the consolidated financial statements.

41






Consolidated Balance Sheets
(In millions, except per share amounts)

June 30, 2014 2013
Assets
Current assets:
Cash and cash equivalents (A) (B) $ 1,983¢ $ 1,699.:
Short-term marketable securities (B) 2,032.: 28.C
Accounts receivable, net 1,800.¢ 1,595.:
Other current assets 759.2 646.¢
Assets of discontinued operations — 16.7
Total current assets before funds held for clients 6,575. 3,985."
Funds held for clients 19,258.( 22,228.
Total current assets 25,833.: 26,214.!
Long-term marketable securities (A) 54.1 314.(
Long-term receivables, net 155.¢ 138.7
Property, plant and equipment, net 777.¢ 728.¢
Other assets 1,485.: 1,189.¢
Goodwill 3,113.¢ 3,039.:
Intangible assets, net 632.% 643.2
Total assets $ 32,051 $ 32,268..
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable $ 169.7 % 156.t
Accrued expenses and other current liabilities 1,314.¢ 1,178.:
Accrued payroll and payroll-related expenses 707.1 631.1
Dividends payable 226.¢ 206.1
Short-term deferred revenues 332.¢ 314.¢
Obligations under reverse repurchase agreements (A) — 245.¢
Obligations under commercial paper borrowings (B) 2,173.( —
Income taxes payable 20.4 39.C
Liabilities of discontinued operations — 4.2
Total current liabilities before client funds oldigons 4,944 ¢ 2,776.!
Client funds obligations 18,963.« 21,956..
Total current liabilities 23,908.! 24,732.1
Long-term debt 11.5 145
Other liabilities 660.( 603.1
Deferred income taxes 288.¢ 234.¢
Long-term deferred revenues 513.% 493.%
Total liabilities 25,381.! 26,078..
Stockholders' equity:
Preferred stock, $1.00 par value:
Authorized, 0.3 shares; issued, none — —
Common stock, $0.10 par value: Authorized, 1,0804res; issued 638.7 shares at June 30, 2014
and 2013; outstanding, 480.2 and 482.6 starésne 30, 2014 and June 30, 2013, respectively 63.¢ 63.¢
Capital in excess of par value 545.2 456.¢
Retained earnings 13,632.! 13,020..
Treasury stock - at cost: 158.5 and 156.1 shares
at June 30, 2014 and June 30, 2013, respectively (7,750.0) (7,366.¢)
Accumulated other comprehensive income 178.2 15.¢
Total stockholders’ equity 6,670.: 6,189.¢
$ 32,051 $ 32,268..

Total liabilities and stockholders’ equity

(A) As of June 30, 2013, $245.2 million of longrtemarketable securities and $0.7 million of casth @sh equivalents have been pledged as collatedal the Company's



reverse repurchase agreements (see Note 10).
(B) As of June 30, 2014 , $2,015.8 million of skerm marketable securities and $183.8 millionastcand cash equivalents are related to the Corspaumgtanding commercial
paper borrowings (see Note 10).

See notes to the consolidated financial statements.
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Statements of Consolidated Stockholders' Equity

(In millions, except per share amounts)

Common Stock

Accumulated Other

Capital in Excess of Comprehensive
Shares Amount Par Value Retained Earnings Treasury Stock Income
Balance at June 30, 2011 638.7 $ 63 $ 489.8 % 11,803.¢ $ 6,714.)0 $ 367.]
Net earnings — — — 1,388.! — —
Other comprehensive loss — — — — — (136.9)
Stock-based compensation expense — — 78.7 — — —
Issuances relating to stock
compensation plans — — (106.0) — 356.£ —
Tax benefits from stock compensation plans — — 24.2 — — —
Treasury stock acquired (14.6 shares) — — — — (747.9) —
Dividends ($1.55 per share) — — — (754.7) — —
Balance at June 30, 2012 6387 $ 63¢ $ 486.. % 12,438.. $ (7,104.9) $ 230.2
Net earnings — — — 1,405.¢ — —
Other comprehensive loss — — — — — (214.9
Stock-based compensation expense — — 79.2 — — —
Issuances relating to stock
compensation plans — — (148.9) — 384.7 —
Tax benefits from stock compensation plans — — 39.€ — — —
Treasury stock acquired (10.4 shares) — — — — (646.5) —
Dividends ($1.70 per share) — — — (823.9) — —
Balance at June 30, 2013 638.7 $ 63.¢ $ 456.¢ $ 13,020.. $ (7,366.() $ 15.£
Net earnings — — — 1,515.¢ — —
Other comprehensive income — — — — — 162.¢
Stock-based compensation expense — — 110.% — — —
Issuances relating to stock
compensation plans — — (78.€) — 314.t —
Tax benefits from stock compensation plans — — 56.€ — — —
Treasury stock acquired (9.0 shares) — — — — (697.9) —
Dividends ($1.88 per share) — — — (903.9) — —
Balance at June 30, 2014 6387 $ 63¢ $ 545 $ 13,632.¢ $ (7,750.0  $ 178.:

See notes to the consolidated financial statements.
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Statements of Consolidated Cash Flows
(In millions)

Years ended June 30, 2014 2013 2012
Cash Flows from Operating Activities:
Net earnings 1,515.¢ 1,405.¢ 1,388.!
Adjustments to reconcile net earnings to cash flpmwided by operating activities:
Depreciation and amortization 336.2 316.7 319.:
Deferred income taxes (50.9) 247 36.1
Stock-based compensation expense 138.¢ 96.4 94.1
Net pension expense 29.7 43.1 36.7
Net realized gain from the sales of marketable istes! (16.5) (28.¢) (24.4)
Net amortization of premiums and accretion of disits on available-for-sale securities 94.4 79.2 60.C
Impairment losses on available-for-sale securities — — 5.&
Impairment losses on assets held for sale — — 2.2
Goodwill impairment — 427 —
Gain on sale of assets — — (66.0)
Gains on sales of buildings — (2.2) —
Gain on sale of discontinued businesses, net of tax (10.5) (36.7) —
Other (21.6) 84 14.€
Changes in operating assets and liabilities, neffetts from acquisitions
and divestitures of businesses:
Increase in accounts receivable (204.0 (218.9) (41.7)
Increase in other assets (253.9) (283.5) (71.7)
Increase / (decrease) in accounts payable 9.7 (10.7) 10.:
Increase in accrued expenses and other liabilities 253.( 135.¢ 134t
Operating activities of discontinued operations 0.2 34 11.¢
Net cash flows provided by operating activities 1,821« 1,577 1,910.:
Cash Flows from Investing Activities:
Purchases of corporate and client funds market®derities (3,414.9 (4,902.¢) (5,113.9)
Proceeds from the sales and maturities of corparadeclient funds marketable securities 2,059.! 3,638.¢ 3,962.:
Net decrease / (increase) in restricted cash astueguivalents held to satisfy client funds obligyad 2,537.¢ (161.0) 4,855.(
Capital expenditures (216.6) (174.€) (140.7)
Additions to intangibles (151.9) (108.3) (109.5)
Acquisitions of businesses, net of cash acquired (25.7) 42.0 (265.7)
Proceeds from the sale of property, plant, andpnent and other assets 04 10.C 71.€
Investing activities of discontinued operations (0.5 (0.€) —
Proceeds from the sale of businesses includeds@odiinued operations 24.4 161. —
Other — 0.7 (16.9)
Net cash flows provided by (used in) investing\atiés 813.C (1,578.9) 3,243.¢
Cash Flows from Financing Activities:
Net (decrease) / increase in client funds obligetio (2,989.9) 1,138t (3,726.¢)
Payments of debt 3.3 (17.5) (2.0)
Repurchases of common stock (667.9) (647.3%) (741.)
Proceeds from stock purchase plan and exercisseak options 219.1 235.C 250.(
Dividends paid (883.7) (805.5) (739.%)
Net (repayments of) / proceeds from reverse re@selagreements (245.9 245.¢ —
Net proceeds from issuance of commercial paper 2,173.( — —
Other 38.¢ 1.€ 5.7
Net cash flows (used in) / provided by financingj\aties (2,358.) 151.C (4,953.9




Effect of exchange rate changes on cash and casiaénts

Net change in cash and cash equivalents

Cash and cash equivalents of continuing operatleeginning of period

Cash and cash equivalents of continuing operatiemds of period

See notes to the consolidated financial statements.

8. 1.2 (41.9)

284 ¢ 151.C 1583

1,699.: 1,548 1,389.«

$ 1,983¢ $  1,699. $ 1,548
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Notes to Consolidated Financial Statements
(Tabular dollars in millions, except per share antey

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Preparation.The accompanying Consolidated Financial Statemardgootnotes thereto of Automatic Data Procesdimg,and it
subsidiaries (“ADP” or the “Company”) have beenganeed in accordance with accounting principles galyeaccepted in the United States of
America (“U.S. GAAP"). Intercompany balances arahiactions have been eliminated in consolidation.

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

B. Description of BusinessThe Company is a provider of technology-based autsiog solutions to employers and vehicle retaifard
manufacturers. The Company classifies its operatioio the following reportable segments: Empldgervices; Professional Employer
Organization (“PEQ”) Services; and Dealer Servidése primary components of the “Other” segmentthaeeresults of operations of ADP
Indemnity (a wholly-owned captive insurance comptrat provides workers' compensation and emploliabgity deductible reimbursement
insurance protection for PEO Services worksite eyg®s), nomrecurring gains and losses, miscellaneous proagssirvices, such as custor
financing transactions, and certain charges andresgs that have not been allocated to the repersagiments, such as stock-based
compensation expense, the goodwill impairment ehérgthe year ended June 30, 2013 (“fiscal 20%81)l, direct and incremental costs
incurred to consummate the planned separationedDtualer Services business.

C. Revenue RecognitionRevenues are primarily attributable to fees fowvjatimg services €.g.,Employer Services' payroll processing fees)
as well as investment income on payroll funds, plyax filing funds and other Employer Servicdget-related funds. The Company enters
into agreements for a fixed fee per transactierg(,number of payees or number of payrolls proces$ems associated with services are
recognized in the period services are rendereckanted under service arrangements with clientsevbenvice fees are fixed or determinable
and collectability is reasonably assured. Senges fare determined based on written price quotatioservice agreements having stipulated
terms and conditions that do not require managetoemike any significant judgments or assumptiegsrding any potential uncertainties.

PEO revenues are reported net of direct pass-throosgts, which are costs billed and incurred foDFEervices worksite employees, primarily
consisting of payroll wages and payroll taxes. Biénavorkers' compensation, and state unemployr@entees for worksite employees are
included in PEO revenues and the associated cesis@uded in operating expenses.

Interest income on collected but not yet remiti@ads held for clients is recognized in revenuesassed, as the collection, holding and
remittance of these funds are critical componehaviding these services.

The Company also recognizes revenues associatedheisale of software systems and associated a@fticenses €.g., Dealer Services'
dealer management systems). For a majority of afitware sales arrangements, which provide hardveaféyare licenses, installation, and
post-contract customer support, revenues are regjnatably over the software license term, aslgespecific objective evidence of the fair
values of the individual elements in the salesrayement does not exist.

The Company assesses the collectability of revebassd primarily on the creditworthiness of the@uer as determined by credit checks an
analysis, as well as the customer's payment history

D. Cash and Cash Equivalentsinvestment securities with a maturity of ninety slay less at the time of purchase are considersd ca
equivalents. The fair value of our cash and caslivatents approximates carrying value.

E. Corporate Investments and Funds Held for ClientsAll of the Company's marketable securities are ared to be “available-for-sale”
and, accordingly, are carried on the Consolidateldfce Sheets at fair value. Unrealized gains @sgEk, net of the related tax effect, are
excluded from earnings and are reported as a separmponent of accumulated other comprehensiaieon the Consolidated Balance
Sheets until realized. Realized gains and losses fhe sale of available-for-sale securities aterd@ned on a specific-identification basis and
are included in other income, net on the Statem&nBonsolidated Earnings.

If the fair value of an available-for-sale debtwstty is below its amortized cost, the Company asss whether it intends to
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sell the security or if it is more likely than nbie Company will be required to sell the securig§obe recovery. If either of those two conditions
are met, the Company would recognize a chargeritiregs equal to the entire difference between &oristy's amortized cost basis and its fair
value. If the Company does not intend to sell asggcor it is not more likely than not that it Whe required to sell the security before
recovery, the unrealized loss is separated intanaount representing the credit loss, which is recagl in earnings, and the amount related to
all other factors, which is recognized in accunmedabther comprehensive income.

Premiums and discounts are amortized or accreted ttve life of the related available-feale security as an adjustment to yield using
effective-interest method. Dividend and interesbime are recognized when earned.

F. Fair Value MeasurementsFair value is defined as the price that would lxeired to sell an asset or paid to transfer aliiglfan exit
price) in an orderly transaction between marketigipants at the measurement date and is basedthpd@ompany’s principal or most
advantageous market for a specific asset or ltgbili

U.S. GAAP provides for a three-level hierarchymfuts to valuation techniques used to measurediie, defined as follows:
Level 1 Fair value is determined based upon quptiegs for identical assets or liabilities that tteeled in active markets.

Level 2 Fair value is determined based upon inptiter than quoted prices included in Level 1 thatabservable for the asset or liability,
either directly or indirectly, for substantiallyetiull term of the asset or liability, including:
- quoted prices for similar assets or liabilitie@ctive markets;
- quoted prices for identical or similar assetbatnilities in markets that are not active;
- inputs other than quoted prices that are obskrfabthe asset or liability; or
- inputs that are derived principally from or cdrooated by observable market data by correlatiastlogr means.

Level 3 Fair value is determined based upon infhasare unobservable and reflect the Compaown assumptions about the assumption:
market participants would use in pricing the assdiability based upon the best information avaldain the circumstances (e.qg.,
internally derived assumptions surrounding therigrand amount of expected cash flows).

Available-for-sale securities included in Levelre aalued using closing prices for identical instants that are traded on active exchanges.
Over 99% of the Company's available-for-sale séiesrincluded in Level 2 are valued utilizing inputbtained from an independent pricing
service. To determine the fair value of the Comfmhgvel 2 investments, a variety of inputs arbadtil, including benchmark yields, reported
trades, non-binding broker/dealer quotes, issuerasis, two-sided markets, benchmark securities, bifers, reference data, new issue data,
and monthly payment information. The Company regi¢hwe values generated by the independent prieingce for reasonableness by
comparing the valuations received from the indepangricing service to valuations from at least otfeer observable source. The Company
has not adjusted the prices obtained from the iexégnt pricing service. The Company has no avaifditsale securities included in Level 3.

The Company's assessment of the significance aftacplar input to the fair value measurement rezggljudgment and may affect the
classification of assets and liabilities within flag value hierarchy. In certain instances, thauts used to measure fair value may meet the
definition of more than one level of the fair vahierarchy. The significant input with the lowestél priority is used to determine the
applicable level in the fair value hierarchy.

G. Long-term Receivables.Longterm receivables primarily relate to notes recdwdbom the sale of computer systems to auto, t
motorcycle, marine, recreational vehicle, and heaguipment retailers and manufacturers. Unearnednie from finance receivab
represents the excess of gross receivables ovesales price of the computer systems financed. thedaincome is amortized using
effective-interest method to maintain a constat# od return over the term of each contract.

Notes receivable aged over 30 days past due astdemad delinquent and notes receivable aged dvdags past due with known collect
issues are placed on non-accrual status. Inteegshue is not recognized on notes receivable wdnilenonaccrual status. Cash payme
received on non-accrual receivables are appliedutdsvthe principal. When notes receivable on remmeel status are again less thandé:
past due, recognition of interest revenue for notesivable is resumed.

The allowance for doubtful accounts on Idegm receivables is the Company's best estimateeodmount of probable credit losses relatt
the Company's existing note receivables.
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H. Property, Plant and Equipment. Property, plant and equipment is stated at cosdapdeciated over the estimated useful lives obset
using the straighline method. Leasehold improvements are amortizent the shorter of the term of the lease or thenesed useful lives
the improvements. The estimated useful lives oétasgre primarily as follows:

Data processing equipment 2 to 5 years
Buildings 20 to 40 years
Furniture and fixtures 3to 7 years

I. Goodwill. Goodwill is not amortized, but is instead testedifimpairment annually and whenever events or chageircumstances indicate
the carrying value may not be recoverable. The Gomperforms this impairment test by first compgine fair value of each reporting units
to its carrying amount. If the carrying value foregorting unit exceeds its fair value, the Companyld then compare the implied fair value
goodwill to the carrying amount in order to deterenthe amount of the impairment, if any. The Comypdetermines the estimated fair value
its reporting units using an equal weighted blenajgporoach, which combines the income approach,hwikithe present value of expected cas
flows, discounted at a risk-adjusted weighted-ayereost of capital; and the market approach, wisittased on using market multiples of
companies in similar lines of business. Significasgumptions used in determining the fair valueusfreporting units include projected
revenue growth rates, profitability projections,rking capital assumptions, the weighted averageafosapital, the determination of
appropriate market comparison companies, and tatrgiowth rates. The Company had $3,113.8 millibgandwill as of June 30, 2014 .
Based on the fair value analysis completed in deth quarter of 2014 , the Company concludedgbatiwill fair value exceeded the carrying
value for all reporting units. In fiscal 2013, tBempany recognized a $42.7 million impairment gnAidvancedMD reporting unit.

J. Impairment of Long-Lived Assets.Long-ived assets are reviewed for impairment wheneven&s or changes in circumstances ind|
that the carrying amount of an asset may not bevexable. Recoverability of assets to be held ssetius measured by a comparison o
carrying amount of an asset to estimated undisealfutture cash flows expected to be generateddwpdhet. If the carrying amount of an &
exceeds its estimated future cash flows, an impaitrcharge is recognized for the amount by whiehddrrying amount of the asset exct
the fair value of the asset.

K. Foreign Currency Translation. The net assets of the Company's foreign subsidiare translated into U.S. dollars based on ex@heatg:
in effect for each period, and revenues and expesmsetranslated at average exchange rates irettoap. Gains or losses from balance sheet
translation are included in accumulated other cam@nsive income on the Consolidated Balance Sheetsency transaction gains or losses,
which are included in the results of operations,iarmaterial for all periods presented.

L. Foreign Currency Risk Management Programs and Devative Financial Instruments. The Company transacts business in various
foreign jurisdictions and is therefore exposed ket risk from changes in foreign currency exclearages that could impact its consolidated
results of operations, financial position, or cielvs. The Company manages its exposure to theskanrisks through its regular operating
and financing activities and, when deemed appraprtArough the use of derivative financial instants. The Company does not use
derivative financial instruments for trading purpss

Derivative financial instruments are measured iatvi@ue and are recognized as assets or lialsiliiethe Consolidated Balance Sheets with
changes in the fair value of the derivatives recaphin either net earnings from continuing operadior accumulated other comprehensive
income, depending on the timing and designatedqserpf the derivative.

There were no derivative financial instruments tautding at June 30, 2014 or June 30, 2013 .
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M. Earnings per Share (“EPS”). The calculations of basic and diluted EPS are k®/e:

Effect of
Employee
Effect of Restricted
Employee Stoc Stock

Years ended June 30, Basic Option Shares Shares Diluted
2014
Net earnings from continuing operations $ 1,502.¢ $ 1,502
Weighted average shares (in millions) 478.¢ 2.7 iz 483.1
EPS from continuing operations $ 3.14 $ 3.11
2013
Net earnings from continuing operations $ 1,358.: $ 1,358.
Weighted average shares (in millions) 482.7 3.8 1.1 487.1
EPS from continuing operations $ 2.81 $ 2.7¢
2012
Net earnings from continuing operations $ 1,375. $ 1,375.:
Weighted average shares (in millions) 487.: 3.€ 1.1 492.2
EPS from continuing operations $ 2.8z $ 2.7¢

Options to purchase 1.5 million , 1.2 million , @@ million shares of common stock for the yeatezhJune 30, 2014 (“fiscal 2014 "), fiscal
2013, and the year ended June 30, 2012 (“fiscH2 2)) respectively, were excluded from the caltataof diluted earnings per share because
their exercise prices exceeded the average mariketqf outstanding common shares for the respegeriods.

N. Stock-Based CompensatioriThe Company recognizes stock-based compensati@nsgpn net earnings based on the fair value of the
award on the date of the grant. The Company detesithe fair value of stock options issued usib@amial option-pricing model. The
binomial option-pricing model considers a rangasgumptions related to volatility, dividend yieli$k-free interest rate, and employee
exercise behavior. Expected volatilities utilizadlie binomial option-pricing model are based @ombination of implied market volatilities,
historical volatility of the Company's stock pri@nd other factors. Similarly, the dividend yieddbiased on historical experience and expectec
future changes. The risk-free rate is derived ftoenU.S. Treasury yield curve in effect at the tiofigrant. The binomial option-pricing model
also incorporates exercise and forfeiture assumpti@sed on an analysis of historical data. Theatgd life of a stock option grant is derived
from the output of the binomial model and represéiné period of time that options granted are etgueto be outstanding.

O. Internal Use Software.Expenditures for major software purchases and soéweveloped or obtained for internal use araal#g®d and
amortized over a three to five-year period on aightdine basis. The Company's policy provides for thpitalization of external direct costs
materials and services associated with developimptining internal use computer software. In iddj the Company also capitalizes certain
payroll and payroll-related costs for employees atmdirectly associated with internal use compstéware projects. The amount of
capitalizable payroll costs with respect to thasg@leyees is limited to the time directly spent olsprojects. Costs associated with
preliminary project stage activities, training, manance, and all other post-implementation statjeities are expensed as incurred. The
Company also expenses internal costs related tormjgrades and enhancements, as it is impratticgparate these costs from normal
maintenance activities.

P. Computer Software to be Sold, Leased, or Others® Marketed.The Company capitalizes certain costs of computitware to be sold,
leased, or otherwise marketed. The Company's ppliayides for the capitalization of all softwareguction costs upon reaching technolog
feasibility for a specific product. Technologicabkibility is attained when software products hawempleted working model whose
consistency with the overall product design hastmemfirmed by testing. Costs incurred prior to éséablishment of technological feasibility
are expensed as incurred. The establishment ofidémdical feasibility requires judgment by managatrand in many instances is only
attained a short time prior to the general reledishe software. Upon the general release of tfievace product to customers, capitalization
ceases and such costs are amortized over a thae@greod on a straight-line basis. Maintenancateel costs are expensed as incurred.
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Q. Income TaxesThe objectives of accounting for income taxes anetognize the amount of taxes payable or refuedabthe current year
and deferred tax liabilities and assets for tharfutax consequences of events that have beennigedgn an entity's financial statements ol
returns. The Company is subject to the continuc@asnination of our income tax returns by the IntéRevenue Service (“IRS”) and other tax
authorities.

There is a financial statement recognition thredlasld measurement attribute for tax positions takezxpected to be taken in a tax return.
Specifically, the likelihood of an entity's tax ledits being sustained must be “more likely thannaésuming that these positions will be
examined by taxing authorities with full knowledgfeall relevant information prior to recording thedated tax benefit in the financial
statements. If a tax position drops below the “nmiikedy than not” standard, the benefit can no lenge recognized. Assumptions, judgment,
and the use of estimates are required in detergnihihhe “more likely than not” standard has beegt mhen developing the provision for
income taxes. As of June 30, 2014 and 2013 , tmep@ay's liabilities for unrecognized tax benefithjch include interest and penalties, were
$56.7 million and $70.7 million , respectively.

If certain pending tax matters settle within thatrtevelve months, the total amount of unrecogniteedbenefits may increase or decrease fc
open tax years and jurisdictions. Based on cuestitnates, favorable settlements related to vajigisdictions and tax periods could increase
earnings by up to $10 million . Audit outcomes &mel timing of audit settlements are subject toificant uncertainty. We continually assess
the likelihood and amount of potential adjustmentd adjust the income tax provision, the currextiability, and deferred taxes in the period
in which the facts that give rise to a revisiondree known.

R. Workers' Compensation CostsThe Company employs a third-party actuary to agsidetermining the estimated claim liability reldtto
workers' compensation and employer's liability cage for PEO Services worksite employees. In esitigailtimate loss rates, we utilize
historical loss experience, exposure data, andchdatyjudgment, together with a range of inputschhare primarily based upon the worksite
employee's job responsibilities, their locatiorg thistorical frequency and severity of workers' pemsation claims, and an estimate of future
cost trends. For each reporting period, changéseirctuarial assumptions resulting from changeginal claims experience and other trends
are incorporated into our workers' compensatioimsaost estimates. The Company has secured sppeifioccurrence insurance that caps
exposure for each claim at $1 million per occuregrand has also secured aggregate stop loss iasutaat caps aggregate losses at a certain
level in each policy year. Additionally, for fiscaD13 and 2014, the Company entered into reinserarrangements to cover substantially all
losses incurred by the Company for the fiscal 284@ 2014 policy years up to the $1 million per ooence related to workers' compensation
and employer's liability deductible reimbursemensiirance protection for PEO services worksite eygas.

S. Recently Issued Accounting Pronouncement May 2014, the Financial Accounting StandardsrBdaFASB") issued Accounting
Standards Update ("ASU") 2018, "Revenue from Contracts with Customers," whigtiines a single comprehensive model for entitiasse
in accounting for revenue arising from contractthveustomers and supersedes most current reveoognigon guidance, including industry-
specific guidance. ASU 2014-09 requires an entitietognize revenue depicting the transfer of gawdrvices to customers in an amount
that reflects the consideration to which the ergitpects to be entitled in exchange for those goodervices. ASU 2014-09 will also result in
enhanced revenue related disclosures. ASU 2@14-effective for fiscal years, and interim refpay periods within those years, beginning ¢
December 15, 2016. The Company has not yet detethtire impact of ASU 2014-09 on its consolidatesiits of operations, financial
condition, or cash flows.

In April 2014, the FASB issued ASU 2014-08, "RepuagtDiscontinued Operations and Disclosures of Bégs of Components of an Entity."
ASU 2014-08 requires that a disposal representiigadegic shift that has (or will have) a majdeef on an entity’s financial results or a
business activity classified as held for sale sthdnal reported as discontinued operations. ASU ZiBldlso expands the disclosure
requirements for discontinued operations and addsdisclosures for individually significant disptiens that do not qualify as discontinued
operations. ASU 2014-08 is effective prospectifelyfiscal years, and interim reporting periodshiitthose years, beginning after December
15, 2014. The impact of ASU 2014-08 is dependenhuhe nature of dispositions, if any, after admpti

In July 2013, the FASB issued ASU 2013-11, “Prestion of an Unrecognized Tax Benefit When a Netr@jieg Loss Carryforward, a
Similar Tax Loss, or a Tax Credit Carryforward EgisASU 2013-11 requires netting of unrecognizaxdhenefits against a deferred tax asse
for a loss or other carryforward that would apmiysettlement of the uncertain tax position. ASU2A01 is effective for fiscal years, and
interim periods within those years, beginning aRecember 15, 2013. Retrospective adoption is fgthiThe adoption of ASU 2013-11 will
not have a material impact on the Company's catfest@d results of operations, financial conditiangash flows.
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In July 2013, the Company adopted ASU 2013-02, “Gahensive Income (Topic 220): Reporting of AmouRéglassified Out of
Accumulated Other Comprehensive Income.” ASU 2023equires entities to disclose the amount ofrimedgloss) reclassified out of
accumulated other comprehensive income to eaclectege line item on the income statement. The guidaallows companies to elect whet
to disclose the reclassification either on the faicéhne income statement or in the notes to thanfdial statements, including cross-referencing
other disclosures which provide additional detallsut these amounts. The Company has electeddoststhe reclassification in the notes to
the financial statements with cross-referencesheralisclosures which provide additional detailew the amounts. The adoption of ASU
2013-02 did not have an impact on the Company'salimtated results of operations, financial conditior cash flows.

NOTE 2. SEPARATION OF DEALER SERVICES

On April 10, 2014 , the Company announced thaBdard of Directors approved a plan to spin-off @@mpanys Dealer Services business |
an independently publicly-traded company througéxafree spin-off of 100% of Dealer Services to ABiRareholders. The Company has
requested an opinion from Paul, Weiss, Rifkind, ibra& Garrison LLP, its counsel, to the effectttHaased on certain facts, assumptions,
representations and undertakings set forth inghaest, the distribution will qualify as a trangawcthat is tax-free under Section 355 and othe
related provisions of the Internal Revenue Code diktribution is conditioned upon, among othendisi the receipt by the Company of such :
favorable opinion of counsel confirming the distitibbn’s tax-free status. The separation is sulifecther conditions, including necessary
regulatory approvals. ADP has also requested rsilirgm the IRS and other jurisdictions with respgeatertain discrete and significant issues
arising in connection with the transactions beifigated in connection with the separation and itigtion.

On June 10, 2014 , Dealer Services (under the médrizealer Services Holdings LLC") filed a regidtian statement on Form 10 with the
Securities and Exchange Commission. Additionallgaler Services Holdings LLC filed an amendmentdd-orm 10 on July 25, 2014. The
financial presentation of Dealer Services in thenk&0 differs from the financial presentation of thealer Services segment in ADP’s
financial statements due to adjustments made ifrt¢hen 10 to reflect the additional corporate expsrand other operating costs of Dealer
Services as if it were a stand-alone company.

Upon completion of the spin-off, ADP shareholdeil have separate ownership interests in ADP andl&eServices. ADP and Dealer
Services will be two distinct businesses with safgownership and management. To facilitate De&devices'separation from ADP, ADP w
provide certain services to Dealer Services dugitignsition period following completion of the sjff. ADP expects to incur approximately
$40.0 million to $50.0 million of incremental seption costs during the fiscal year ended June @D5 2"fiscal 2015") related to the spin-off.
Incremental costs associated with the spin-off1gf.8 million for fiscal 2014 are included in sef@ma costs on the Sta