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PART I

ITEM 1. BUSINESS
General
We are a Fortune 500 and S&P 500 company with approximately 52,000 employees providing business process and
information technology outsourcing solutions to commercial and government clients. We were incorporated in
Delaware on June 8, 1988 and are based in Dallas, Texas. Our clients have time-critical, transaction-intensive business
and information processing needs, and we typically service these needs through long-term contracts.
Our services enable businesses and government agencies to focus on core operations, respond to rapidly changing
technologies and reduce expenses associated with business processes and information processing. Our business
strategy is to expand our client base and enhance our service offerings through both marketing and acquisitions. Our
marketing efforts focus on developing long-term relationships with clients that choose to outsource mission critical
business processes and information technology requirements. Our business expansion has been accomplished both
from internal growth as well as through acquisitions. Since inception, our acquisition program has resulted in growth
and diversification of our client base, expansion of services and products offered, increased economies of scale and
geographic expansion.
Revenues for fiscal year 2005 totaled $4.4 billion. We serve two primary markets, which include commercial and
government clients. We provide business process outsourcing, information technology outsourcing, and systems
integration services to our commercial sector clients. Our Commercial segment accounted for approximately
$2.2 billion, or 50% of our fiscal year 2005 revenues. These services are provided to a variety of clients worldwide,
including healthcare providers and payors, pharmaceutical and other manufacturers, retailers, wholesale distributors,
utilities, entertainment, higher education institutions, financial institutions, insurance and transportation companies.
Our business process outsourcing services include administration, human resources and related consulting, finance
and accounting, customer care, and payment services. Our information technology outsourcing services include
mainframe, midrange, desktop, network, consulting and web-hosting solutions. Our systems integration services
include application development and implementation, applications outsourcing, technical support and training, as well
as network design and installation services.
We are a leading provider of business process outsourcing, information technology outsourcing and systems
integration services to state and local governments. During fiscal year 2005, revenues from our Government segment
accounted for approximately $2.2 billion, or 50% of our revenues. We provide technology-based services with a focus
on transaction processing and program management services such as Medicaid fiscal agent services, child support
payment processing, electronic toll collection, loan processing, welfare and community services, and traffic violations
processing. We also design, develop, implement, and operate large-scale health and human services programs and the
information technology solutions that support those programs. Our Government segment includes our relationship
with the United States Department of Education (the Department of Education ), for which we service Federal student
loans, including their Direct Student Loan program, and which represents approximately 5% of our consolidated
revenues and is our largest single client.
Market Overview
The demand for our services has grown in recent years, and we believe that this will continue to increase in the future
as a result of strategic, financial and technological factors. These factors include:

§  the desire of organizations to focus on their core competencies;

§ the desire of organizations to drive process improvements by improving service quality and the speed of
execution;

§ the desire of organizations to have a workforce that is able to expand and contract in relation to their business
volumes;

§ the increasing acceptance by commercial organizations to utilize offshore resources for business process
outsourcing;
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§ the increasing complexity of information technology systems and the need to connect electronically with
citizens, clients, suppliers, and other external and internal systems;
1
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§ the increasing requirements for rapid processing of information and the instantaneous communication of large
amounts of data to multiple locations; and

§ the desire by organizations to take advantage of the latest advances in technology without the cost and
resource commitment required to maintain in-house systems.
Business Strategy
The key components of our business strategy include the following:
Expand Client Base We seek to develop long-term relationships with new clients by leveraging our subject matter
expertise, world-wide data manufacturing capabilities and infrastructure of information technology products and
services. Our primary focus is to increase our revenues by obtaining new clients with recurring requirements for
business process and information technology services.
Expand Existing Client Relationships  We seek to expand existing client relationships by increasing the scope and
breadth of services we provide.
Build Recurring Revenues We seek to enter into long-term relationships with clients to provide services that meet
their ongoing business requirements while supporting their mission critical business process or information
technology needs.
Provide Flexible Solutions We offer custom-tailored business process and information technology solutions using a
variety of proprietary and third-party licensed software on multiple hardware and systems software platforms and
domestic and international workforces that are able to expand and contract in relation to clients business volumes.
Invest in Technology We respond to technological advances and the rapid changes in the requirements of our clients
by committing substantial amounts of our resources to the operation of multiple hardware platforms, the
customization of products and services that incorporate new technology on a timely basis and the continuous training
of our personnel.
Maximize Economies of Scale  Our strategy is to develop and maintain a significant client and account/transaction
base to create sufficient economies of scale that enable us to achieve competitive costs.
Complete Strategic and Tactical Acquisitions Our acquisition strategy is to acquire companies to expand the products
and services we offer to existing clients, to obtain a presence in new, complementary markets and to expand our
geographic presence. We have acquired and may continue to acquire businesses with a consulting practice to provide
thought leadership in certain markets.
Attract, Train and Retain Employees We believe that attracting, training, and retaining high quality employees is
essential to our growth. We seek to hire motivated individuals with strong character and leadership traits and provide
them with ongoing technological and leadership skills training.
2
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Segment Information
During the last three fiscal years, our revenues by segment were as follows (in thousands):

Year ended June 30,
2005 2004 2003
Commercial (1) $ 2,175,087 $ 1,678,364 $ 1,242,908
Government (2) 2,176,072 2,428,029 2,544,298
Total Revenues $ 4,351,159 $ 4,106,393 $ 3,787,206

(1) Includes
$6.9 million and
$30.2 million of
revenues for
fiscal years
2004 and 2003,
respectively,
from operations
divested through
June 30, 2004.

(2) Includes

$0.6 million,

$251.1 million

and

$679.3 million

of revenues for

fiscal years

2005, 2004 and

2003,

respectively,

from operations

divested through

June 30, 2004.
Please refer to Note 20 of the Notes to Consolidated Financial Statements for further discussion of our segments.
Commercial
Within the Commercial segment, which represents approximately half of our fiscal year 2005 consolidated revenues,
we provide our clients with business process outsourcing, information technology outsourcing and systems integration
services. Pricing for our services in the commercial market varies by type of service. For business process outsourcing
services, we typically price these services on the basis of the number of accounts, resources utilized or transactions
processed. For consulting services, we typically price these services on a time and materials or fixed fee basis. Our
information technology outsourcing services are normally priced on a resource utilization basis. Resources utilized
include processing time, the number of desktops managed, professional services and consulting, data storage and
retrieval utilization, customer accounts, customer employee headcount and output media utilized. Our systems
integration services are generally offered on a time and materials basis to existing long-term clients under short-term
contractual arrangements.
Business Process Outsourcing
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Our commercial business process outsourcing practice is focused in five major categories.
Administration ~We provide healthcare claims processing and related consulting, mailroom services and total records
management services to our clients.
Human Resources We provide benefit claims processing, benefit and other human resources consulting services,
employee services call centers, defined benefit, defined contribution and health and welfare benefits administration,
employee relocation, training administration and learning services, payroll services, vendor administration, and
employee assistance programs. The human resources consulting business provides actuarial services and human
resource advisory services in the area of employee benefit and compensation plan design and strategy, employee
communication, and human resource management.
Finance and Accounting We provide revenue/invoice accounting, disbursement processing, expense reporting,
procurement, payroll, cash management, fixed asset accounting, tax processing, general ledger and other services
associated with finance and accounting that are process and technology sensitive.
Customer Care  We provide dispatch and activation services, call center services and technical support.
Payment Services We provide loan origination and servicing, electronic benefits transfer, electronic funds transfer
and clearinghouse services.

3
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We receive client information in all media formats such as over the web, EDI, fax, voice, paper, microfilm, computer
tape, optical disk, or CD ROM. Information is typically digitized upon receipt and sent through our proprietary
workflow software, which is tailored to our clients process requirements. Utilizing network technology, we have
developed expertise in transmitting data around the world to our international workforce. We have approximately
14,000 employees in Mexico, India, Ghana, Jamaica, Guatemala, Dominican Republic, Spain, Brazil, Malaysia, Fiji,
Ireland and China, as well as a number of other countries, that primarily support our commercial business process and
information technology outsourcing services. A majority of our business process outsourcing workforce is
compensated using performance-based metrics, and as a result, their individual compensation varies with our clients
transaction volumes, together with the quality and productivity generated by the workforce.

Information Technology Outsourcing

We offer a complete range of information technology outsourcing solutions to commercial businesses desiring to
improve the performance of their information technology organizations. Our target market for information technology
outsourcing services consists of medium-to-large-sized commercial organizations with time-critical,
transaction-intensive information processing needs. Our information technology outsourcing solutions include the
delivery of information processing services on a remote basis from host data centers that provide processing capacity,
network management and desktop support. Information processing services include mainframe, mid-range, desktop,
network, consulting and web-hosting solutions.

We provide our information technology outsourcing solutions through an extensive data center network. Our data
center networks support our commercial and government clients. Our data centers and clients are connected via an
extensive telecommunications network. We monitor and maintain local and wide area networks on a seven-day,

24 hour basis and provide shared hub satellite transmission service as an alternative to multi-drop and point-to-point
hard line telecommunications networks.

Systems Integration Services

Our systems integration services include application development and implementation, applications outsourcing,
technical support and training, as well as network design and installation services. Our systems integration services
include the development of web-based applications and web-enablement of information technology assets, allowing
our clients to conduct business with their customers and business partners via the Internet. We also provide systems
integration services to clients who are deploying client/server architectures, advanced networks and outsourcing
legacy applications maintenance.

Government

We are a leading provider of business process outsourcing, information technology outsourcing and system integration
services to state and local governments. Approximately half of our fiscal year 2005 consolidated revenues were
derived from contracts with government clients. Our Government segment includes our relationship with the
Department of Education, for which we service Federal student loans, including their Direct Student Loan program,
and which represents approximately 5% of our consolidated revenues. Our services help government agencies reduce
operating costs, increase revenue streams and increase the quality of services to citizens. Government clients may
terminate most of these contracts at any time, without cause, for convenience or lack of funding. Additionally,
government contracts are generally subject to audits and investigations by government agencies. If the government
finds that we improperly charged any costs to a contract, the costs are not reimbursable or, if already reimbursed, the
cost must be refunded to the government.

Pricing for our services in the government market is generally determined based on the number of transactions
processed, human services cases managed or, in instances where a systems development project is required, for
example, in government healthcare, we generally price our services on a fixed fee basis for the development work.

In connection with the sale of the Divested Federal Business (defined below) in November 2003, we entered into a
five-year noncompetition agreement with Lockheed Martin Corporation that generally prohibits us from offering
services or products that were previously provided by the Divested Federal Business. This noncompetition agreement
does not prohibit us from entering into the Federal government market for services not previously provided by the
Divested Federal Business, such as the Federal healthcare market, nor does it restrict us from expanding our
relationship with the Department of Education.
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Government and Community Solutions

We are a major provider of child support payment processing services, including high volume remittance processing
and disbursements, as well as associated employer outreach and customer service activities. Our services account for
49% of the nation s child support collections as reported to the Federal government. We also provide electronic

benefits transfer, which is the issuance of
4
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food stamps and cash benefits through magnetic stripe cards with redemption through point of sale devices and
automated teller machines.

We provide management, operations and systems service offerings to local Workforce Development Boards and
Coalitions, thereby creating a government-mandated, integrated One-Stop system linking job seekers and job
providers in accordance with government mandated requirements. Through the operation of approximately 211
One-Stop centers and satellite offices across the country, we provide job-related service to assist economically
disadvantaged individuals in securing and retaining employment and help employers find and retain potential
employees.

We provide government records management via indexing and recording solutions to over 400 counties in 28 states.
We offer court and juror management, processing and program management of court-ordered fines and fees, and
administrative solutions and systems integration services to approximately 900 state and local clients and more than
800 courts, including the U.S. Federal Courts, eight statewide judicial systems, three U.S. territories, and five nations.
We provide full-service IT outsourcing services to state and local governments throughout the United States. We
provide program management and system integration services to approximately 41 clients. IT services provided
include full data center management, application integration and maintenance, network management and security, seat
management, helpdesk services, and disaster recovery services.

Government Healthcare Solutions

We design, develop, implement and operate large-scale healthcare programs such as Medicaid, child and pharmacy
benefit management programs, and the information technology solutions that support those programs. We support
over 20 million program recipients and process nearly 475 million Medicaid healthcare claims annually, representing
more than $47 billion in provider payments. As a leading government program pharmacy benefits administrator, we
serve 32 programs in 26 states and the District of Columbia with drug expenditures totaling over $14 billion. We also
operate state pharmacy benefits management programs that assist states in controlling prescription drug costs,
pharmacy intervention and surveillance, and the processing of drug claims.

Transportation Solutions

We focus on four areas within our Transportation Solutions: Electronic Toll Collection, Motor Vehicle Services,
Commercial Vehicle Operations and Transportation related enforcement programs. Within Electronic Toll Collection,
we offer toll agencies an array of services including the operation of the back-office customer service center as well as
lane installation and integration. We currently operate the E-Z Pass programs in New Jersey and New York, the
largest electronic toll collection programs in the world. Within Motor Vehicle Services, we assist states in the
processing of fuel tax and registration revenues. We process approximately 24% of state-issued operating credentials
and support the operations of more than 28% of the motor carriers operating in the United States. Within Commercial
Vehicle Operations, we offer a nationwide network that electronically checks safety credentials and weighs trucks at
highway speed, granting participating truckers authorization to bypass open weigh stations and ports-of-entry without
stopping.

We provide to cities and local municipalities technology-based services and solutions with a focus on program
management and transaction processing, including parking violation processing, emergency medical services billing
and collection programs, and red light photo and speed enforcement systems and services. We currently process
parking violations in 9 of the 15 largest U.S. cities who outsource parking violation processing, representing 70% of
outsourced ticket processing in these cities. Those services support the entire timeline of a violation, from citation
issuance to final disposition, and include boot and tow programs, customer service, program management reviews,
meter installation, maintenance and collections. Our public safety commitment further extends to emergency medical
services billing and collections programs and red light photo and speed enforcement services. We provide photo
enforcement systems and/or services to 11 of the 15 largest participating cities in North America.

U.S. Department of Education

Our largest contract is with the Department of Education. In November 2003, the Department of Education awarded
us the Common Services for Borrowers contract, which includes comprehensive loan servicing, consolidation loan
processing, debt collection and portfolio management services. The five-year base contract replaced our existing
contract with the Department of Education and will integrate a number of services, which will allow the Department
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of Education to increase service quality while saving overall program costs. The contract is estimated at more than
$1 billion in revenue over the five-year period and was effective January 1, 2004. The contract also includes
provisions for five one-year extensions. Annual revenues from this relationship represent approximately 5% of our
fiscal year 2005 consolidated revenues.

5
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Finance and Revenue Solutions

We are a leading provider of unclaimed property collection services, currently serving all 50 states, the District of
Columbia and Puerto Rico. During fiscal year 2005, we identified, reported and collected on behalf of these
jurisdictions unclaimed assets owed to approximately 2.2 million owners.

Revenues by Service Line

Our revenues by service line over the past three years are shown in the following table (in thousands):

Year ended June 30,
2005 2004 2003
Business process outsourcing (1) $ 3,237,981 $ 3,017,699 $ 2,582,773
Information technology outsourcing 858,639 694,890 492,848
Systems integration services (2) 254,539 393,804 711,585
Total $ 4,351,159 $ 4,106,393 $ 3,787,206

(1) Includes
$39.4 million
and
$123.7 million
of revenues for
fiscal years
2004 and 2003,
respectively,
from operations
divested through
June 30, 2004.

(2) Includes

$0.6 million,

$218.6 million

and

$585.8 million

of revenues for

fiscal years

2005, 2004 and

2003,

respectively,

from operations

divested through

June 30, 2004.
Client Base
We achieve growth in our client base through marketing and acquisitions of other business process and information
technology services companies. We have a diverse client base. Within the Commercial segment, we serve the major
vertical markets that spend heavily on technology including healthcare providers and payors, pharmaceutical and other
manufacturers, retailers, wholesale distributors, utilities, entertainment, higher education institutions, financial
institutions, insurance and transportation companies. Within the Government segment, our clients include a wide
variety of state governments, municipal governments and agencies and the U.S. Department of Education. Clients may
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be lost due to merger, business failure, or conversion to a competing processor or to an in-house system. Our business
with government clients is subject to various risks, including the reduction or modification of contracts due to
changing government needs and requirements. Government contracts, by their terms, generally can be terminated for
convenience by the government, which means that the government may terminate the contract at any time, without
cause.
Our five largest clients accounted for approximately 15%, 14% and 13% of our fiscal years 2005, 2004 and 2003
revenues, respectively. Our largest client, the Department of Education, represented approximately 5%, 5% and 4% of
our consolidated revenues for fiscal years 2005, 2004 and 2003, respectively.
Geographic information
Over 97% of our consolidated revenues for fiscal years 2005, 2004 and 2003 were derived from domestic clients. As
of June 30, 2005 and 2004, approximately 93% and 94% of our long-lived assets, respectively, were located in the
United States. Of our long-lived assets located outside the United States, the largest concentration is in Mexico, with
approximately 1.6% and 1.5% of our total long-lived assets as of June 30, 2005 and 2004, respectively. Please see

Risks Related to Our Business for a discussion of the risks associated with our international operations.
Competition
The markets for our services are intensely competitive and highly fragmented. We believe our competitive advantage
comes from our use of world-class technology, subject matter expertise, process reengineering skills, proprietary
software, global production model, productivity-based compensation and the price of services.

6
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We compete in the commercial market by offering value added business process outsourcing, information technology
outsourcing and system integration services. The competition for our commercial outsourcing services is primarily the
in-house departments performing the function we are seeking to outsource, as well as Accenture, Computer Sciences
Corp., Electronic Data Systems Corporation ( EDS ), Hewitt, IBM, Perot Systems, and other providers. We may be
required to purchase technology assets from prospective clients or to provide financial assistance to prospective clients
in order to obtain their contracts. Many of our competitors have substantially greater resources and thus, may have a
greater ability to obtain client contracts where sizable asset purchases, investments or financing support are required.
We compete in the government market by offering a broad range of business process outsourcing services and
information technology outsourcing services. Competition in the government market is fragmented by line of services
and we are a leading provider in most of the areas we serve. Competition in the government market is primarily
Accenture, Convergys, EDS, IBM, JP Morgan, Maximus, Roper Industries, Tier Technologies, and Unisys Corp.
We expect to encounter additional competition as we address new markets and new competitors enter our existing
markets. If we are forced to lower our pricing or if demand for our services decreases, our business, financial
condition, results of operations, and cash flow may be materially and adversely affected. Some of our competitors
have substantially greater resources, and they may be able to use their resources to adapt more quickly to new or
emerging technologies, to devote greater resources to the promotion and sale of their products and services, or to
obtain client contracts where sizeable asset purchases, investments or financing support are required. In addition, we
must frequently compete with a client s own internal business process and information technology capabilities, which
may constitute a fixed cost for the client.
In the future, competition could continue to emerge from large computer hardware or software providers as they shift
their business strategy to include services. Competition has also emerged from European and Indian service providers
seeking to expand into our markets and from large consulting companies seeking operational outsourcing
opportunities.
Employees
We believe that our success depends on our continuing ability to attract and retain skilled technical, marketing and
management personnel. As of June 30, 2005, we had approximately 52,000 employees, including approximately
38,000 employed domestically, with the balance employed in our international operations. Of the domestic
employees, approximately 200 are represented by a union. Approximately 1,700 of our international employees are
represented by unions, primarily in Mexico. Approximately 450 of our European employees are subject to collective
bargaining agreements. Employment arrangements for our international employees are often governed by works or
labor council arrangements. We have had no work stoppages or strikes by our employees. Management considers its
relations with employees and union officials to be good. Please see Risks Related to Our Business for a discussion of
the risks associated with our international operations.
As of June 30, 2005, approximately 38,000 domestic and international employees provide services to our commercial
clients and approximately 14,000 of primarily domestic employees provide services to our government clients.
Certifications and Governance
Our Code of Ethics for Senior Financial Officers and our Corporate Governance Guidelines are posted on our internet
website, www.acs-inc.com, under the Investor Relations and Corporate Governance captions. Information contained
on our internet website is not incorporated by reference in this Annual Report on Form 10-K. These documents are
also available free of charge to any stockholder upon written request to 2828 North Haskell Avenue, Dallas, Texas
75204, Attention: William L. Deckelman, Jr., Corporate Secretary.
We have included the CEO and CFO certifications required by Rule 13a-14(a) promulgated under the Securities
Exchange Act of 1934, as amended, as Exhibits 31.1 and 31.2, respectively, to this fiscal year 2005 Annual Report on
Form 10-K filed with the SEC. Also, the required Annual CEO Certification regarding our compliance with the
corporate governance listing standards of the New York Stock Exchange ( NYSE ) was submitted to the NYSE on
November 5, 2004, as required by Section 303A.12(a) of the NYSE s listing rules.

7
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U.S. Securities and Exchange Commission Reports

All of our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, and all
amendments to those reports, filed with or furnished to the U.S. Securities and Exchange Commission ( SEC ) on or
after May 14, 1996 are available free of charge through our internet website, www.acs-inc.com, as soon as reasonably
practical after we have electronically filed such material with, or furnished it to, the SEC. Information contained on
our internet website is not incorporated by reference in this Annual Report on Form 10-K. In addition, the SEC
maintains an internet site containing reports, proxy and information statements, and other information filed
electronically at www.sec.gov. You may also read and copy this information, for a copying fee, at the SEC s Public
Reference Room at 450 Fifth Street, NW, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 to obtain
information on the operation of the Public Reference Room.

ITEM 2. PROPERTIES

As of June 30, 2005, we have approximately 413 locations in the United States, of which 173 locations are occupied
by Commercial operations, 240 locations are occupied by Government operations, and our company-owned facility in
Dallas, Texas, which is occupied by primarily Commercial and Corporate functions. We also have 56 locations in 23
other countries, of which 51 locations are occupied by Commercial operations and 5 locations are occupied by
Government operations. In addition, we also have employees in client-owned locations. We own approximately

1.1 million square feet of real estate space and lease approximately 8.2 million square feet. The leases expire from
calendar years 2005 to 2018 and we do not anticipate any significant difficulty in obtaining lease renewals or alternate
space. Our executive offices are located in Dallas, Texas at a company-owned facility of approximately 630,000
square feet, which also houses a host data center and other operations. We believe that our current facilities are
suitable and adequate for our business.

ITEM 3. LEGAL PROCEEDINGS

One of our subsidiaries, ACS Defense, LLC, and several other government contractors received a grand jury
document subpoena issued by the U.S. District Court for the District of Massachusetts in October 2002. The subpoena
was issued in connection with an inquiry being conducted by the Antitrust Division of the U.S. Department of Justice
( DOJ ). The inquiry concerns certain IDIQ (Indefinite Delivery Indefinite Quantity) procurements and their related
task orders, which occurred in the late 1990s at Hanscom Air Force Base in Massachusetts. Our revenue from the
contracts that we believe to be the focus of the DOJ s inquiry was approximately $17.2 million for the fiscal year
ended June 30, 2004, representing approximately 0.4% of our revenue for fiscal year 2004. In February 2004, we sold
the contracts associated with the Hanscom Air Force Base relationship to ManTech International Corporation

( ManTech ); however, we have agreed to indemnify ManTech with respect to this DOJ investigation. The DOJ is
continuing its investigation, but we have no information as to when the DOJ will conclude this process. We have
cooperated with the DOJ in producing documents in response to the subpoena, and our internal investigation and
review of this matter through outside legal counsel will continue through the conclusion of the DOJ investigatory
process. We are unable to express an opinion as to the likely outcome of this matter at this time.

Another of our subsidiaries, ACS State & Local Solutions, Inc. ( ACS SLS ), and a teaming partner of this subsidiary,
Tier Technologies, Inc. ( Tier ), received a grand jury document subpoena issued by the U.S. District Court for the
Southern District of New York in May 2003. The subpoena was issued in connection with an inquiry being conducted
by the Antitrust Division of the DOJ. We believe that the inquiry concerns the teaming arrangements between ACS
SLS and Tier on child support payment processing contracts awarded to ACS SLS, and Tier as a subcontractor to
ACS SLS, in New York, Illinois and Ohio but may also extend to the conduct of ACS SLS and Tier with respect to
the bidding process for child support contracts in certain other states. Effective June 30, 2004, Tier was no longer a
subcontractor to us in Ohio. Our revenue from the contracts for which Tier was a subcontractor was approximately
$43.5 million, $67 million and $40.6 million in fiscal years 2005, 2004 and 2003, respectively, representing
approximately 1%, 1.6% and 1.1% of our fiscal years 2005, 2004 and 2003 revenues, respectively. Our teaming
arrangement with Tier also contemplated the California child support payment processing request for proposals, which
was issued in late 2003; however, we did not enter into a teaming agreement with Tier for the California request for
proposals. Based on Tier s filings with the Securities and Exchange Commission, we understand that on November 20,
2003 the DOJ granted conditional amnesty to Tier in connection with this inquiry pursuant to the DOJ s Corporate
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Leniency Policy. The policy provides that the DOJ will not bring any criminal charges against Tier as long as it
continues to fully cooperate in the inquiry (and makes restitution payments if it is determined that parties were injured
as a result of impermissible anticompetitive conduct). The DOJ is continuing its investigation, but we have no
information as to when the DOJ will conclude this process. We have cooperated with the DOJ in producing
documents in response to the subpoena, and our internal investigation and review
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of this matter through outside legal counsel will continue through the conclusion of the DOJ investigatory process. We
are unable to express an opinion as to the likely outcome of this matter at this time.
On January 30, 2004, the Florida Agency for Workforce Innovation s ( AWI ) Office of Inspector General ( OIG ) issued
a report that reviewed 13 Florida workforce regions, including Dade and Monroe counties, and noted concerns related
to the accuracy of customer case records maintained by our local staff. Our total revenue generated from the Florida
workforce services amounts to approximately 0.9%, 1% and 1.3% of our total fiscal years 2005, 2004 and 2003
revenues, respectively. In March 2004, we filed our response to the OIG report. The principal workforce policy
organization for the State of Florida, which oversees and monitors the administration of the State s workforce policy
and the programs carried out by AWI and the regional workforce boards, is Workforce Florida, Inc. ( WFI ). On
May 20, 2004, the Board of Directors of WFI held a public meeting at which the Board announced that WFI did not
see a systemic problem with our performance of these workforce services and that it considered the issue closed.
There were also certain contract billing issues that arose during the course of our performance of our workforce
contract in Dade County, Florida, which ended in June 2003. However, during the first quarter of fiscal year 2005, we
settled all financial issues with Dade County with respect to our workforce contract with that county and the
settlement is fully reflected in our results of operations for the first quarter of fiscal year 2005. We were also advised
in February 2004 that the SEC had initiated an informal investigation into the matters covered by the OIG s report,
although we have not received any request for information or documents since the middle of calendar year 2004. On
March 22, 2004, ACS SLS received a grand jury document subpoena issued by the U.S. District Court for the
Southern District of Florida. The subpoena was issued in connection with an inquiry being conducted by the DOJ and
the Inspector General s Office of the U.S. Department of Labor ( DOL ) into the subsidiary s workforce contracts in
Dade and Monroe counties in Florida, which also expired in June 2003, and which were included in the OIG s report.
On August 11, 2005, the South Florida Workforce Board notified us that all deficiencies in our Dade County
workforce contract have been appropriately addressed and all findings are considered resolved. On August 25, 2004,
ACS SLS received a grand jury document subpoena issued by the U.S. District Court for the Middle District of
Florida in connection with an inquiry being conducted by the DOJ and the Inspector General s Office of the DOL. The
subpoena relates to a workforce contract in Pinellas County in Florida for the period from January 1999 to the
contract s expiration in March 2001, which was prior to our acquisition of this business from Lockheed Martin
Corporation in August 2001. Further, we settled a civil lawsuit with Pinellas County in December 2003 with respect to
claims related to the services rendered to Pinellas County by Lockheed Martin Corporation prior to our acquisition of
ACS SLS (those claims having been transferred with ACS SLS as part of the acquisition), and the settlement resulted
in Pinellas County paying ACS SLS an additional $600,000. We are continuing our internal investigation of these
matters through outside legal counsel and we are continuing to cooperate with the DOJ, the SEC and DOL to produce
documents in connection with their investigations. At this stage of these investigations, we are unable to express an
opinion as to their likely outcome. We anticipate that we may receive additional subpoenas for information in other
Florida Workforce regions as a result of the AWI report issued in January 2004.
In June 2004, the Mississippi Department of Environmental Quality ( MDEQ ) issued a Notice of Violation to ACS
Image Solutions, Inc., one of our subsidiaries, that alleged noncompliance with the Clean Water Act and the Federal
Resource Conservation and Recovery Act. On September 20, 2004, we agreed to settle this matter with the MDEQ for
$150,000. We have closed the specific operation whose activities resulted in this notice.
On December 16, 1998, a state district court in Houston, Texas entered final judgment against us in a lawsuit brought
by 21 former employees of Gibraltar Savings Association and/or First Texas Savings Association (collectively,
GSA/FTSA ). The GSA/FTSA employees alleged that they were entitled to the value of 803,082 shares of our stock
(adjusted for February 2002 stock split) pursuant to options issued to the GSA/FTSA employees in 1988 in connection
with a former technology outsourcing services agreement between GSA/FTSA and us. The judgment against us was
for approximately $17 million, which included attorneys fees and pre-judgment interest. The judgment was appealed
by the plaintiffs and us and the appellate process has now been concluded. As a result of the appeals, the trial court s
judgment was reversed and the case was remanded to the trial court for further proceedings, except that the trial court
judgment was affirmed in part as to one of the plaintiffs and the trial court s dismissal of certain of our affirmative
defenses was upheld. The amount of the judgment for the one plaintiff whose judgment was upheld has been settled
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for $1.3 million. In August 2004, mediation was conducted which resulted in the settlement of claims of the other
GSA/FTSA employees. As a result of this settlement, we accrued $10 million in other operating expenses in the fourth
quarter of fiscal year 2004 related to this settlement and paid $10 million in full settlement of all claims of the other
GSA/FTSA employees in August 2004.
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In addition to the foregoing, we are subject to certain other legal proceedings, inquiries, claims and disputes, which

arise in the ordinary course of business. Although we cannot predict the outcomes of these other proceedings, we do

not believe these other actions, in the aggregate, will have a material adverse effect on our financial position, results of

operations or liquidity.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

During the fiscal fourth quarter covered by this report, no matter was submitted to a vote of our security holders.
PART II

ITEM S. MARKET FOR OUR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS AND

ISSUER PURCHASES OF EQUITY SECURITIES

Our Class A common stock is traded on the New York Stock Exchange under the symbol ACS. The following table

sets forth the high and low sales prices of our Class A common stock for the last two fiscal years as reported on the

NYSE.

Fiscal year ended June 30, 2005 High Low

First Quarter $ 57.84 $ 49.11
Second Quarter 61.23 52.31
Third Quarter 60.82 49.52
Fourth Quarter 53.86 45.81

Fiscal year ended June 30, 2004

First Quarter 54.36 42.10
Second Quarter 55.08 45.89
Third Quarter 57.96 47.72
Fourth Quarter 55.16 46.01

On September 8, 2005, the last reported sales price of our Class A common stock as reported on the NYSE was

$52.74 per share. As of that date, there were approximately 119,000 record holders of our Class A common stock and
one record holder of our Class B common stock.

Between February 28, 2002 and March 31, 2004, we issued 1,055,968 shares of our Class A common stock to fifteen
current or former employees or directors (collectively, the optionees ) pursuant to the exercise of options granted under
our 1988 Stock Option Plan in excess of the amount originally registered with the SEC on Form S-8 filed

November 17, 1994 (Registration No. 33-86426). The exercise price of the options exercised ranged from $4.00 to
$10.56 per share of Class A common stock and the aggregate exercise price of the options was $9.6 million. We

believe the grant of the options and the subsequent issuance of the underlying securities to the optionees was exempt
from registration pursuant to Rule 506 promulgated under the Securities Act of 1933, as amended (the Securities Act ),
or pursuant to Section 4(2) of the Securities Act. Each of the optionees had access to sufficient information regarding
Affiliated Computer Services, Inc. required to make an informed investment decision and had the requisite

sophistication to make an investment in our securities. In addition, some of the optionees are accredited investors as
defined in Regulation D of the Securities Act.

Under the terms of our unsecured revolving Credit Facility and Senior Notes (defined below), we are allowed to pay
cash dividends. Any future determination to pay dividends will be at the discretion of our Board of Directors and will

be dependent upon our financial condition, results of operations, contractual restrictions, capital requirements,

business prospects and such other factors as the Board of Directors deems relevant. We intend to retain earnings for
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use in the operation of our business and, therefore, did not
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pay cash dividends in the fiscal years ended June 30, 2005, 2004 and 2003 and do not anticipate paying any cash

dividends in the foreseeable future.
The following table summarizes certain information related to our stock option and employee stock purchase plans.

Plan Category

Equity compensation plans approved by security

shareholders
Stock options

Employee stock purchase plan
Equity compensation plans not approved by

security shareholders

Total

(1) These plans
consist of the
1988 Stock
Option Plan and
the 1997 Stock
Incentive Plan.
No additional
shares can be
issued under the
1988 Stock
Option Plan.
Upon exercise
the holder is
entitled to
receive Class A
common stock.

(@)

Table of Contents

Number of
securities
to be issued
upon

exercise of
outstanding
options,
warrants and
rights
as of June 30,
2005

15,356,700 (1)
N/A

15,356,700

Weighted
average
exercise price
of
outstanding
options,
warrants and
rights

$ 39.61
N/A

$ 39.61

Number of
securities
remaining available
for
future issuance
under
equity
compensation plans
(excluding
securities

reflected in initial
column)

as of June 30, 2005

1,736,141 (2)

1,197,493

2,933,634
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Under our 1997
Stock Incentive
Plan, as
authorized by
our shareholders
pursuant to our
November 14,
1997 Proxy
Statement, the
number of
shares of our
Class A
common stock
available for
issuance is
subject to
increase by
approval of our
Board of
Directors
pursuant to a
formula that
limits the
number of
shares optioned,
sold, granted or
otherwise issued
under the 1997
Stock Incentive
Plan to current
employees,
consultants and
non-employee
directors to no
more than
12.8% of our
issued and
outstanding
shares of
common stock.
Consequently,
any share
repurchases (as
discussed
below) reduce
the number of
options to
purchase shares
that we may
grant under the
1997 Stock
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Incentive Plan.
On February 27, 2004, we completed the redemption of our 3.5% Convertible Subordinated Notes due February 15,
2006 (the Convertible Notes ). Holders of 99.9% of all the outstanding Convertible Notes converted their Convertible
Notes to 23.0234 shares of our Class A common stock per $1,000 principal amount of Convertible Notes in
accordance with the procedures specified in the related indenture governing the Convertible Notes. As the result of
such conversions, approximately 7.3 million shares of our Class A common stock were issued to such noteholders at
the conversion price of $43.44 per share. The remaining Convertible Notes were redeemed in cash at 101.4% of the
principal amount, resulting in a cash redemption of $269,000.
Our Board of Directors has authorized two share repurchase programs totaling $1.25 billion of our Class A common
stock. On September 2, 2003, we announced that our Board of Directors authorized a share repurchase program of up
to $500 million of our Class A common stock and on April 29, 2004, we announced that our Board of Directors
authorized a new, incremental share repurchase program of up to $750 million of our Class A common stock. The
programs, which are open-ended, will allow us to repurchase our shares on the open market from time to time in
accordance with SEC rules and regulations, including shares that could be purchased pursuant to SEC Rule 10b5-1.
The number of shares to be purchased and the timing of purchases will be based on the level of cash and debt
balances, general business conditions and other factors, including alternative investment opportunities. We intend to
fund the repurchase programs from various sources, including, but not limited to, cash on hand, cash flow from
operations, and borrowings under our existing revolving Credit Facility. As of June 30, 2005, we had repurchased
approximately 19.9 million shares at a total cost of approximately $994 million and reissued 0.7 million shares for
proceeds totaling $33.1 million to fund contributions to our employee stock purchase plan and 401(k) plan. We have
not repurchased any shares subsequent to June 30, 2005.
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Repurchase activity for the quarter ended June 30, 2005 was as follows. Please refer to the discussion above for the
cumulative repurchases under our share repurchase programs.

Period
Inception through March 31, 2005
April 1

May 1
June 1

April 30, 2005
May 31, 2005
June 30, 2005

Total Quarter ended June 30, 2005

Inception through June 30, 2005

Total number
of shares
purchased
17,438,714
250,000
1,930,800

295,000

2,475,800

19,914,514

Average
price paid

$

12

per

share

50.14

48.30

48.05

50.25

48.34

4991

Total number
of
shares
purchased
as part of
publicly
announced
plans

or programs
17,438,714
250,000
1,930,800

295,000

2,475,800

19,914,514

Maximum number
(or

approximate dollar

value) of shares that
may yet be
purchased under
the plans or
programs

$ 375,681,777
363,606,502
270,832,433

256,010,038

256,010,038

$ 256,010,038
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial data is qualified by reference to and should be read in conjunction with
our Consolidated Financial Statements and Notes thereto and Management s Discussion and Analysis of Financial
Condition and Results of Operations included elsewhere in this document. Please see the discussions, Significant
Developments  Fiscal years 2005, 2004 and 2003, in Management s Discussion and Analysis of Financial Condition
and Results of Operations for a description of the more significant events, including business combinations, that

impact comparability, as well as the Notes to our Consolidated Financial Statements. All share and per share
information is presented giving effect to the two-for-one stock split of our Class A and Class B common shares
implemented in the form of a 100% stock dividend that occurred February 22, 2002 (in thousands, except per share
amounts).

As of and for the year ended June 30,

2005(b) 2004(c) 2003 2002(d) 2001(f)
Results of Operations
Data:
Revenues (a) $ 4,351,159 $ 4,106,393 $ 3,787,206 $ 3,062,918 $ 2,063,559
Operating income $ 654,481 $ 843,711 $ 519,281 $ 400,632 $ 223,726
Net income $ 415945 $ 529,843 $ 306,842 $ 229,596 $ 134,292
Earnings per share diluted $ 3.19 $ 3.83 $ 2.20 $ 1.76 $ 1.23
Weighted average shares
outstanding  diluted (e) 130,382 139,646 143,430 137,464 116,456
Balance Sheet Data:
Working capital $ 405,983 $ 406,854 $ 422,022 $ 388,476 $ 528,563
Total assets $ 4,850,838 $ 3,907,242 $ 3,698,705 $ 3,403,567 $ 1,891,687
Total long-term debt (g)
(less current portion) $ 750,355 $ 372,439 $ 498,340 $ 708,233 $ 649,313
Stockholders equity $ 2,838,428 $ 2,590,487 $ 2,429,188 $ 2,095,420 $ 885515
Other Data:
Cash flow from operating
activities (h) $ 739,348 $ 476,209 $ 545,305 $ 372,014 $ 141914

(a) Revenues from
operations
divested through
June 30, 2004
were
$0.6 million,
$258 million,
$709.5 million,
$697.1 million
and
$692.6 million
for fiscal years
2005, 2004,
2003, 2002 and
2001,
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(b)

respectively.
Please see the
discussion in
Significant
Developments
Fiscal Year
2004 in
Management s
Discussion and
Analysis of
Financial
Condition and
Results of
Operations and
Note 3 of our
Consolidated
Financial
Statements for a
discussion of
divestiture
activity.

During fiscal
year 2005, we
acquired the
human
resources
consulting and
outsourcing
business of
Mellon
Financial
Corporation.
Please see
Significant
Developments
Fiscal Year
2005 in
Management s
Discussion and
Analysis of
Financial
Condition and
Results of
Operations and
the Notes to our
Consolidated
Financial
Statements for
discussion of
significant items
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(©)

(d)

(e)

which impacted
fiscal year 2005
results of
operations.

Please see the
discussion in
Significant
Developments
Fiscal Year
2004 in
Management s
Discussion and
Analysis of
Financial
Condition and
Results of
Operations and
the Notes to our
Consolidated
Financial
Statements for
discussion of
significant items
which impacted
fiscal year 2004
results of
operations,
including the
divestiture of a
majority of our
Federal
business.

During fiscal
year 2002, we
acquired
Lockheed
Martin IMS
Corporation and
AFSA Data
Corporation.

Please se