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ITEM 5.02 DEPARTURE OF DIRECTORS OR CERTAIN OFFICERS; ELECTION OF DIRECTORS; APPOINTMENT OF CERTAIN OFFICERS;
COMPENSATORY ARRANGEMENTS OF CERTAIN OFFICERS.

On July 9, 2009, Paychex, Inc.’s (the “Company”) Board of Directors (the “Board”) approved the following arrangements for the Company’s executive officers,
as identified:

. The Officers Performance Incentive Program for the Year Ending May 31, 2010, which provides officers of the Company the opportunity for annual cash
bonuses based on goals set in advance by the Governance and Compensation Committee (the “Committee”) of the Board based primarily on the Company’s
annual revenue and operating income growth.

. The grant of restricted stock to its officers as provided under the Company’s 2002 Stock Incentive Plan, as amended and restated effective October 12, 2005 (the
“2002 Plan”). These awards vest on the fifth anniversary of the grant date, unless certain performance criteria are met to accelerate the vesting. The performance
criteria are based on the Company’s operating income, net of certain items, and service revenue. If both performance targets are met for a fiscal year, one-third
of the award will vest. If only one of the performance targets are met for a fiscal year, one-sixth of the award will vest, provided that not more than 50% of the
total award vests based on achievement of only one of the two targets. If all targets are met for three consecutive years, then the award is fully vested.

. A grant of non-qualified stock options to its officers as provided under the Company’s 2002 Plan. This grant, which was in addition to the annual non-qualified
stock option grant, was made on July 9, 2009 with an exercise price of $31.95, which is above the closing price on the date of grant of $24.21, but consistent with
the exercise price of the options granted in July 2008. The quantity of awards in July 2008 was calculated based on a fixed total value using an estimated Black-
Scholes value. Subsequent to the Committee’s approval of the July 2008 stock option grants, it was determined that the actual Black-Scholes value on the date of
grant was lower than the estimated value and would have resulted in a higher quantity of stock options granted. Therefore, the Committee approved the granting
of these awards. Additionally, the Committee approved the acceleration of 20% of the award to vest on July 10, 2009. The remaining stock options in this award
will vest 20% per annum on each anniversary date as indicated in the award agreement.

The summaries of the terms of the foregoing agreements are qualified in their entirety by reference to the text of the agreements.

Further Information

Additional information regarding compensation awarded to certain of the Company’s executive officers for the year ended May 31, 2009 will be provided in the
Company’s proxy statement for its 2009 Annual Meeting of Stockholders, which is expected to be filed with the Securities and Exchange Commission in
September 2009.

On July 9, 2009, the Company’s Board accepted Phillip Horsley’s resignation from the Board effective on October 12, 2009, the evening prior to the expected
date of the Company’s Annual Meeting of Stockholders. There were no disagreements between Mr. Horsley and the Company relating to the Company’s
operations, policies, or practices involved in Mr. Horsley’s decision not to stand for re-election as a director.

Mr. Horsley has been invaluable to the Company during his nearly 30-year association with the Company. The Board thanks Mr. Horsley for his contributions
and wishes him much success in his future endeavors.
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