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Item 2.02    Results of Operations and Financial Condition.
 
On November 9, 2017, the Company issued a press release announcing its financial results for the quarter and fiscal year ended
September 30, 2017. The full text of the press release is furnished as Exhibit 99.1 to this Current Report on Form 8-K and
incorporated by reference into this Item 2.02.

On November 9, 2017, the Company held a conference call with respect to these financial results. The conference call was open
to the public. The transcript and slide presentation that accompanied the call are furnished as Exhibit 99.2 and 99.3 to this Current
Report on Form 8-K and incorporated by reference into this Item 2.02.

Item 9.01    Financial Statements and Exhibits.

(d)     Exhibits. The following exhibits are being furnished pursuant to Item 2.02 above.
  

Exhibit No. Description
  
99.1 Press release dated November 9, 2017
99.2 Conference call transcript for Earnings Call - November 9, 2017
99.3 Slide presentation for Earnings Call - November 9, 2017
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99.2 Conference call transcript for Earnings Call - November 9, 2017
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.

   MAXIMUS, Inc.  
     

Date: November 13, 2017  By: /s/ David R. Francis  

   David R. Francis  

   General Counsel and Secretary  



 

FOR IMMEDIATE RELEASE  CONTACT: Lisa Miles 703.251.8637
   lisamiles@maximus.com
Date: November 9, 2017    

MAXIMUS Reports Fourth Quarter and Full Year Results for Fiscal Year 2017
- Establishes Guidance for Fiscal Year 2018 -

(RESTON, Va. - November 9, 2017) - MAXIMUS (NYSE: MMS), a leading provider of government services worldwide, today reported
financial results for the three months and year ended September 30, 2017.

Highlights for fiscal year 2017 include:

• Revenue growth of 2% to $2.45
billion

• GAAP diluted earnings per share of $3.17, which includes $0.14 of incremental tax benefits; excluding this benefit, adjusted diluted
earnings per share were $3.03

• Total company operating margin of
12.8%

• Cash and cash equivalents that totaled $166.3 million at September 30,
2017

• Record cash generation with cash provided by operating activities totaling $337.2 million and free cash flow of
$313.0 million

• Adjusted EBITDA of $400.6
million

• Signed year-to-date contract awards of $2.84 billion, new contracts pending (awarded, but unsigned) of $1.27 billion, and a sales pipeline
of $2.39 billion at September 30, 2017

Revenue for the fourth quarter of fiscal 2017 of $620.9 million was comparable to the same period last year. Revenue was slightly better
than expected due to strong delivery in the Health Services Segment and a higher level of pass-through revenue from the Company's
Australian operations in the Human Services Segment.

For the fourth quarter of fiscal 2017, net income attributable to MAXIMUS totaled $53.3 million, or $0.81 of diluted earnings per share,
which was better than expected primarily due to a lower income tax rate in the quarter. This compares to diluted earnings per share of
$0.77 for the fourth quarter of fiscal 2016.

Revenue for fiscal 2017 increased 2% (3% on a constant currency basis) to $2.45 billion, compared to
$2.40 billion reported for fiscal 2016. The increase in revenue was driven by organic growth in our Health Services Segment, partially offset
by the expected declines from a subcontract that ended in the Federal Services Segment.

Total company operating margin for fiscal 2017 was strong and increased 90 basis points to 12.8% compared to fiscal 2016.
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For fiscal 2017, net income attributable to MAXIMUS totaled $209.4 million, or $3.17 of GAAP diluted earnings per share. Fiscal 2017
diluted earnings per share benefited by approximately $0.14 due to a combination of tax benefits from larger-than-expected tax deductions
from stock-related compensation, as well as research and development tax credits from prior years. Excluding the $0.14 in tax benefits,
adjusted diluted earnings per share were $3.03 for fiscal 2017.

Health Services Segment
Health Services Segment revenue for the fourth quarter of fiscal 2017 increased 4% (4% on a constant currency basis) to $355.3 million,
compared to $342.1 million reported for the same period last year. Operating income for the fourth quarter totaled $57.0 million
(16.0% operating margin), compared to $50.9 million (14.9% operating margin) for the same period last year.

For the full fiscal year, Health Services Segment revenue increased 6% (9% on a constant currency basis) to $1.38 billion, compared to
$1.30 billion for the same period last year. The majority of the revenue growth was organic, with less than 1% from acquired growth. Fiscal
2017 operating income totaled $215.2 million (15.6% operating margin), compared to operating income of $185.0 million (14.3% operating
margin) for fiscal 2016.

The increase in revenue for the fourth quarter and the full fiscal year was driven primarily by the expansion of existing contracts and, to a
lesser extent, new work. Operating margin expansion in the quarter and full year was principally due to the expected year-over-year
service level improvements on a large contract in the U.K. and accretive revenue growth.

U.S. Federal Services Segment
As expected, U.S. Federal Services Segment revenue for the fourth quarter of fiscal 2017 decreased 13% to $127.3 million, compared to
$146.7 million reported for the same period last year. Operating income for the fourth quarter totaled $13.6 million (10.7% operating
margin), compared to $18.6 million (12.7% operating margin) for the same period last year.

For the full fiscal year, U.S. Federal Services Segment revenue decreased 8% to $545.6 million, compared to $591.7 million for the same
period last year. Fiscal 2017 operating income totaled $65.0 million (11.9% operating margin), compared to operating income of $63.4
million (10.7% operating margin) for fiscal 2016.

The decrease in revenue for the fourth quarter and the full fiscal year was predominantly driven by a large subcontract that came to an end
in April 2017 for work performed for the U.S. Department of Veterans Affairs. Revenue contribution from this contract was $63 million lower
in fiscal 2017 compared to fiscal 2016. Operating margin expansion for fiscal 2017 improved 120 basis points over the prior year to 11.9%.
This was primarily due to contract mix as a result of increased revenue from performance-based contracts.

Human Services Segment
Human Services Segment revenue for the fourth quarter of fiscal 2017 increased 3% (1% on a constant currency basis) to $138.2 million,
compared to $134.3 million for the same period last year. Operating income for the fourth quarter totaled $10.8 million (7.8% operating
margin), compared to $14.5 million (10.8% operating margin) for the same period last year.

For the full fiscal year, Human Services Segment revenue increased 2% (3% on a constant currency basis) to $525.2 million, compared to
$513.3 million for the same period last year. Fiscal 2017 operating income totaled $48.6 million (9.2% operating margin), compared to
operating income of $47.7 million (9.3% operating margin) for fiscal 2016.
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The increase in revenue for the fourth quarter and the full fiscal year was principally driven by a higher level of pass-through revenue in the
Company's Australian operations, which was partially offset by the expected revenue decline from the U.K. Work Programme, which is
coming to an end. Operating margins in the quarter and full fiscal year were lower than the same periods last year due to the
aforementioned pass-through revenue in Australia and the decline from the U.K. Work Programme.

Backlog, Sales and Pipeline
Backlog was $5.70 billion at September 30, 2017. During the fourth quarter, the Company signed approximately $1 billion of contract
awards, which brings the year-to-date total of signed contract awards to $2.84 billion at September 30, 2017. During the fourth quarter, the
Company received notification of another $1 billion in pending contract awards, which brings the total value of new contracts pending
(awarded but unsigned) to $1.27 billion.

The sales pipeline at September 30, 2017 was approximately $2.39 billion (comprised of approximately $623.8 million in proposals
pending, $544.5 million in proposals in preparation and $1.23 billion in opportunities tracking). The pipeline is lower compared to the third
quarter of fiscal 2017 due to the high level of contracts that converted into new awards. During the fourth quarter, the Company backfilled
its pipeline with just under $1 billion in new opportunities. The Company’s sales pipeline only reflects those opportunities where MAXIMUS
expects the request for proposal will be released within the next six months.

Balance Sheet and Cash Flows
Cash and cash equivalents at September 30, 2017 totaled $166.3 million. For the fourth quarter of fiscal 2017, cash provided by operating
activities totaled $85.1 million, with free cash flow of $80.0 million. For fiscal 2017, the Company had record cash generation with cash
provided by operations totaling $337.2 million and free cash flow of $313.0 million. Adjusted EBITDA, as defined by the Company, was
$400.6 million.

At September 30, 2017, days sales outstanding (DSO) were 63 days, and better than the Company’s stated range of 65 to 80 days. Low
DSO resulted from strong cash collections in the quarter.
 
On August 31, 2017, MAXIMUS paid a quarterly cash dividend of $0.045 per share. On October 6, 2017, the Company announced a
$0.045 per share cash dividend, payable on November 30, 2017 to shareholders of record on November 15, 2017.

For the full fiscal year, MAXIMUS repurchased approximately 558,000 shares for $28.9 million (a weighted average price of $51.73). As of
September 30, 2017, the Company had $109.9 million available for repurchases under its Board-authorized share repurchase program.

Outlook
MAXIMUS is establishing fiscal 2018 guidance. The Company expects fiscal 2018 revenue to range between $2.475 billion and
$2.550 billion. Approximately 94% of the Company's fiscal 2018 forecasted revenue is in the form of backlog, option periods or extensions.

For fiscal 2018, the Company expects GAAP diluted earnings per share to range between $2.95 and $3.15, which includes the detrimental
impacts from new contracts in startup in the Human Services Segment. The Company estimates that these startups will have an
unfavorable impact on pre-tax income of approximately $11 million to $13 million, or approximately $0.12 diluted earnings per share.
Excluding this $0.12, fiscal 2018 adjusted diluted earnings per share is expected to range between $3.07 and $3.27. This compares to
fiscal 2017 adjusted diluted earnings per share of $3.03. An accompanying supplemental table is included at the end of this press release.
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The contracts that are in startup in fiscal 2018 have outcomes-based payments, which take time to achieve. Accordingly, no outcomes-
based payments will occur in the early months of these contracts, but are expected to grow over time. Once mature, the Company expects
these contracts to have a steady flow of outcomes-based payments.

For fiscal 2018, the Company has estimated its income tax rate will range between 35% and 36% and weighted average shares
outstanding of approximately 66.5 million.

Richard Montoni, Chief Executive Officer of MAXIMUS, commented, "The overall results for fiscal year 2017 reflect our healthy portfolio of
contracts, solid operating margins and record cash generation. The new contracts and successful rebids we achieved this fiscal year help
to protect our base and provide paths to long-term growth. We believe demand for our services will continue over the long-term. The
macro drivers remain robust as governments around the world seek solutions to address rising caseloads, meet the needs of aging
populations, and manage social benefit programs in a cost-effective manner."

Accounting Standards Update Adopted in Fiscal Year 2017
The Company adopted ASU No. 2016-09, Stock Compensation, Improvements to Employee Share-Based Payment Accounting in fiscal
year 2017. This standard requires companies to record the income tax benefit or expense related to the exercising of stock options and the
vesting of restricted stock units (RSUs) as a reduction to the provision for income taxes. The amount of the benefit depends on the
Company's stock price on the exercise or vesting date. Most of the benefit for MAXIMUS in fiscal year 2017 arose in the fourth quarter.
The Company anticipates recording the effect of equity award vestings in the fourth quarter of every fiscal year.

Website Presentation, Conference Call and Webcast Information
MAXIMUS will host a conference call this morning, November 9, 2017, at 9:00 a.m. (ET). The call is open to the public and can be
accessed under the Investor Relations page of the Company’s website at
http://investor.maximus.com or by calling:

877.407.8289 (Domestic)/+1.201.689.8341 (International)

For those unable to listen to the live call, a replay will be available through November 23, 2017 by calling:

877.660.6853 (Domestic)/+1.201.612.7415 (International)
Replay conference ID number: 13672051

About MAXIMUS
Since 1975, MAXIMUS has operated under its founding mission of Helping Government Serve the People®, enabling citizens around the
globe to successfully engage with their governments at all levels and across a variety of health and human services programs. MAXIMUS
delivers innovative business process management and technology solutions that contribute to improved outcomes for citizens and higher
levels of productivity, accuracy, accountability and efficiency of government-sponsored programs. With more than 20,000 employees
worldwide, MAXIMUS is a proud partner to government agencies in the United States, Australia, Canada, Saudi Arabia, Singapore and the
United Kingdom. For more information, visit maximus.com.
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Non-GAAP and Other Measures
This release refers to non-GAAP financial measures, including free cash flow, constant currency, days sales outstanding and adjusted
EBITDA.

We have provided a reconciliation of free cash flow to cash provided by operating activities. We believe that free cash flow is a useful
basis for investors to compare our performance across periods or against our competitors. Free cash flow shows the effects of the
Company’s operations and routine capital expenditure and excludes the cash flow effects of acquisitions, share repurchases, dividend
payments and other financing transactions.

To provide constant currency information, we calculate fiscal year 2017 revenue for all international businesses using the exchange rates
used in the comparative period in fiscal year 2016. We believe constant currency provides a useful basis for assessing the performance of
the business excluding the unpredictable effects of foreign exchange fluctuations.

Days sales outstanding, or DSO, is a measure of how efficiently we manage the billing and collection of our receivable balances. We
calculate DSO by dividing billed and unbilled receivable balances at the end of each quarter by revenue per day for the period. Revenue
per day for a quarter is determined by dividing total revenue by 91 days.

We have provided a reconciliation from net income to adjusted EBITA and adjusted EBITDA. During fiscal year 2017, we utilized our credit
facility. Our credit agreement includes the defined term consolidated EBITDA and our calculation of adjusted EBITDA conforms to the
credit agreement definition. We believe our investors appreciate the opportunity to understand the possible restrictions that arise from our
credit agreement. Adjusted EBITDA is also a useful measure of performance that focuses on the cash generating capacity of the business
as it excludes the non-cash expenses of depreciation and amortization, and makes for easier comparisons between the operating
performance of companies with different capital structures by excluding interest expense and therefore the impacts of financing costs. The
measure of adjusted EBITA is a step in calculating adjusted EBITDA and facilitates comparisons to similar businesses as it isolates the
amortization effect of business combinations.

To assist users of our financial statements in understanding our projections for fiscal year 2018 compared to our results for 2017, we have
adjusted our diluted earnings per share. Our fiscal year 2017 results include tax effects that are not anticipated to be as large in future
periods. Our fiscal year 2018 projections include the detrimental impact from the startup of new contracts. In fiscal 2018, we expect the
detrimental impact from these ups will be higher than those in 2017. By adjusting our diluted earnings per share totals for 2017 and 2018,
we are assisting users of our financial statements in understanding the key drivers in our anticipated 2018 results compared to our 2017
results.

The presentation of these non-GAAP numbers is not meant to be considered in isolation, nor as alternatives to cash flows from operating
activities, revenue growth or net income as measures of performance. These non-GAAP financial measures, as determined and presented
by us, may not be comparable to related or similarly titled measures presented by other companies.

Statements that are not historical facts, including statements about the Company’s confidence and strategies and the Company’s expectations about revenues,
results of operations, profitability, future contracts, market opportunities, market demand or acceptance of the Company’s products are forward-looking
statements that involve risks and uncertainties. These risks could cause the Company’s actual results to differ materially from those indicated by such forward-
looking statements.A summary of risk factors can be found in Exhibit 99.1 to the Company’s most recent Annual Report filed with the Securities and Exchange
Commission, found on maximus.com.
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MAXIMUS, Inc.
CONSOLIDATED STATEMENTS OF OPERATIONS

(Amounts in thousands, except per share data)

 Three Months Ended September 30,  Twelve Months Ended September 30,
 2017  2016  2017  2016
 (Unaudited)  (Unaudited)  (Unaudited)   
Revenue $ 620,903  $ 623,091  $ 2,450,961  $ 2,403,360
Cost of revenue 458,322  470,161  1,839,056  1,841,169

Gross profit 162,581  152,930  611,905  562,191
Less:        

Selling, general and administrative expenses 82,208  68,343  284,510  268,259
Amortization of intangible assets 2,700  3,449  12,208  13,377
Restructuring costs —  —  2,242  —
Acquisition-related expenses 83  257  83  832

Add:       
Gain on sale of a business —  427  650  6,880

Operating income 77,590  81,308  313,512  286,603
Less:        

Interest expense 111  843  2,162  4,134
Add:       

Other income, net 899  97  2,885  3,499
Income before income taxes 78,378  80,562  314,235  285,968

Provision for income taxes 23,410  29,375  102,053  105,808
Net income 54,968  51,187  212,182  180,160

Income attributable to noncontrolling interests 1,639  444  2,756  1,798

Net income attributable to MAXIMUS $ 53,329  $ 50,743  $ 209,426  $ 178,362

Basic earnings per share attributable to MAXIMUS $ 0.81  $ 0.77  $ 3.19  $ 2.71
Diluted earnings per share attributable to MAXIMUS $ 0.81  $ 0.77  $ 3.17  $ 2.69
Dividends paid per share $ 0.045  $ 0.045  $ 0.18  $ 0.18

Weighted average shares outstanding:        
Basic 65,618  65,778  65,632  65,822

Diluted 66,171  66,294  66,065  66,229
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MAXIMUS, Inc.
CONSOLIDATED BALANCE SHEETS

(Amounts in thousands)

 September 30,
 2017  2016
 (Unaudited)   

ASSETS    
Current assets:    

Cash and cash equivalents $ 166,252  $ 66,199
Accounts receivable — billed and billable 394,338  444,357
Accounts receivable — unbilled 36,475  36,433
Income taxes receivable 4,528  17,273
Prepaid expenses and other current assets 55,649  56,718

Total current assets 657,242  620,980
Property and equipment, net 101,651  131,569
Capitalized software, net 26,748  30,139
Goodwill 402,976  397,558
Intangible assets, net 98,769  109,027
Deferred contract costs, net 16,298  18,182
Deferred compensation plan assets 28,548  23,307
Deferred income taxes 7,691  8,644
Other assets 10,739  9,413

Total assets $ 1,350,662  $ 1,348,819

LIABILITIES AND SHAREHOLDERS’ EQUITY    
Current liabilities:    

Accounts payable and accrued liabilities $ 122,083  $ 150,711
Accrued compensation and benefits 105,667  96,480
Deferred revenue 71,722  73,692
Income taxes payable 4,703  7,979
Long-term debt, current portion 141  277
Other liabilities 11,950  11,617

Total current liabilities 316,266  340,756
Deferred revenue, less current portion 28,182  40,007
Deferred income taxes 20,106  16,813
Long-term debt 527  165,338
Deferred compensation plan liabilities, less current portion 30,707  24,012
Other liabilities 9,106  8,753

Total liabilities 404,894  595,679
Commitments and contingencies    
Shareholders’ equity:    

Common stock 475,592  461,679
Accumulated other comprehensive income (27,619 )  (36,169 )
Retained earnings 492,112  323,571

Total MAXIMUS shareholders’ equity 940,085  749,081
Noncontrolling interests 5,683  4,059

Total equity 945,768  753,140

Total liabilities and equity $ 1,350,662  $ 1,348,819
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MAXIMUS, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands)

  Three Months Ended September 30,  Twelve Months Ended September 30,

  2017  2016  2017  2016
  (Unaudited)  (Unaudited)  (Unaudited)   
Cash flows from operating activities:         
Net income  $ 54,968  $ 51,187  $ 212,182  $ 180,160
Adjustments to reconcile net income to net cash provided by operating activities:         

Depreciation and amortization of property, plant, equipment and capitalized software  12,353  19,158  55,769  58,404
Amortization of intangible assets  2,700  3,449  12,208  13,377
Deferred income taxes  (3,852)  7,399  4,762  5,652
Stock compensation expense  5,543  4,933  21,365  18,751
Gain on sale of a business  —  (427)  (650)  (6,880)

Changes in assets and liabilities, net of effects of business combinations:         
Accounts receivable — billed and billable  (14,998)  (24,517)  53,025  (51,986)
Accounts receivable — unbilled  7,293  (34)  26  (5,590)
Prepaid expenses and other current assets  (3,360)  (6,405)  2,584  (2,027)
Deferred contract costs  923  (1,354)  2,037  (398)
Accounts payable and accrued liabilities  9,104  18,246  (28,309)  (2,371)
Accrued compensation and benefits  10,552  9,105  8,849  (869)
Deferred revenue  869  42  (15,401)  (11,661)
Income taxes  3,531  (12,160)  8,901  (13,125)
Other assets and liabilities  (523)  3,272  (148)  (1,411)

Cash provided by operating activities  85,103  71,894  337,200  180,026
         
Cash flows from investing activities:         

Purchases of property and equipment and capitalized software costs  (5,066)  (12,288)  (24,154)  (46,391)
Acquisition of businesses, net of cash acquired  (2,677)  85  (2,677)  (46,651)
Proceeds from the sale of a business  —  —  1,035  5,515
Other  90  43  575  424

Cash used in investing activities  (7,653)  (12,160)  (25,221)  (87,103)
         
Cash flows from financing activities:         

Cash dividends paid  (2,920)  (2,921)  (11,674)  (11,701)
Repurchases of common stock  —  —  (28,863)  (33,335)
Stock compensation tax benefit  —  5,172  —  5,172
Tax withholding related to RSU vesting  92  (17)  (9,175)  (11,614)
Stock option exercises  554  341  924  546
Borrowings under credit facility  30,000  10,000  185,000  149,823
Repayment under credit facility  (45,079)  (55,383)  (349,981)  (195,200)
Other  (440)  —  (1,660)  (533)

Cash used in financing activities  (17,793)  (42,808)  (215,429)  (96,842)
         
Effect of exchange rate changes on cash  2,217  (1,336)  3,503  (4,554)

         
Net increase/(decrease) in cash and cash equivalents  61,874  15,590  100,053  (8,473)
         
Cash and cash equivalents, beginning of period  104,378  50,609  66,199  74,672

         
Cash and cash equivalents, end of period  $ 166,252  $ 66,199  $ 166,252  $ 66,199
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MAXIMUS, Inc.
SEGMENT INFORMATION
(Amounts in thousands)

 Three Months Ended September 30,  Twelve Months Ended September 30,
  2017  % (1)  2016  % (1)  2017  % (1)  2016  % (1)
  (Unaudited)    (Unaudited)    (Unaudited)       
Revenue:         
Health Services  $ 355,338  100%  $ 342,135  100%  $ 1,380,151  100%  $ 1,298,304  100%
U.S. Federal Services  127,316  100%  146,651  100%  545,573  100%  591,728  100%
Human Services  138,249  100%  134,305  100%  525,237  100%  513,328  100%

Total  $ 620,903  100%  $ 623,091  100%  $ 2,450,961  100%  $ 2,403,360  100%

                 
Gross Profit:              
Health Services  $ 99,368  28.0%  $ 80,717  23.6%  $ 347,325  25.2%  $ 292,181  22.5%
U.S. Federal Services  31,547  24.8%  37,529  25.6%  139,321  25.5%  138,168  23.3%
Human Services  31,666  22.9%  34,684  25.8%  125,259  23.8%  131,842  25.7%

Total  $ 162,581  26.2%  $ 152,930  24.5%  $ 611,905  25.0%  $ 562,191  23.4%

                 

Selling, general and administrative
expense:               
Health Services  $ 42,344  11.9%  $ 29,843  8.7%  $ 132,081  9.6%  $ 107,155  8.3%
U.S. Federal Services  17,966  14.1%  18,971  12.9%  74,345  13.6%  74,792  12.6%
Human Services  20,848  15.1%  20,151  15.0%  76,675  14.6%  84,157  16.4%
Other  1,050  NM  (622)  NM  1,409  NM  2,155  NM

Total  $ 82,208  13.2%  $ 68,343  11.0%  $ 284,510  11.6%  $ 268,259  11.2%

                 
Operating income:               
Health Services  $ 57,024  16.0%  $ 50,874  14.9%  $ 215,244  15.6%  $ 185,026  14.3%
U.S. Federal Services  13,581  10.7%  18,558  12.7%  64,976  11.9%  63,376  10.7%
Human Services  10,818  7.8%  14,533  10.8%  48,584  9.2%  47,685  9.3%

Amortization of intangible assets  (2,700)  NM  (3,449)  NM  (12,208)  NM  (13,377)  NM
Restructuring costs  —  NM  —  NM  (2,242)  NM  —  NM
Acquisition-related expenses (2)  (83)  NM  (257)  NM  (83)  NM  (832)  NM
Gain on sale of a business  —  NM  427  NM  650  NM  6,880  NM
Other (3)  (1,050)  NM  622  NM  (1,409)  NM  (2,155)  NM

Total  $ 77,590  12.5%  $ 81,308  13.0%  $ 313,512  12.8%  $ 286,603  11.9%

(1)    Percentage of respective segment revenue. Percentages considered not meaningful are marked “NM.”

(2) Acquisition-related expenses are costs directly incurred from the purchases of Revitalised Limited in 2017 and Ascend Management Innovations, LLC (Ascend) and
Assessments Australia in 2016.

(3) "Other" relates to various expenses which are not directly attributable to our segments, including litigation
costs.
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MAXIMUS, Inc.
FREE CASH FLOW

(Non-GAAP measure)
(Amounts in thousands)

(Unaudited)

  Three Months Ended September 30,  
Twelve Months Ended September

30,
  2017  2016  2017  2016
         

Cash provided by operating activities  $ 85,103  $ 71,894  $ 337,200  $ 180,026
Purchases of property and equipment and capitalized software costs  (5,066)  (12,288)  (24,154)  (46,391)

Free cash flow  $ 80,037  $ 59,606  $ 313,046  $ 133,635

         

ADJUSTED EBITDA
(Non-GAAP measure)

(Amounts in thousands)
(Unaudited)

  Year ended September 30,

(in thousands)  2017  2016

Net income attributable to MAXIMUS  $ 209,426  $ 178,362
Interest expense  379  3,466
Provision for income taxes  102,053  105,808
Amortization of intangible assets  12,208  13,377
Stock compensation expense  21,365  18,751
Acquisition-related expenses  83  832
Gain on sale of a business  (650 )  (6,880 )

Adjusted EBITA  344,864  313,716
Depreciation and amortization of property, plant, equipment and capitalized software  55,769  58,404

Adjusted EBITDA  $ 400,633  $ 372,120
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MAXIMUS, Inc.
SUPPLEMENTAL TABLE

(Amounts in millions, except per share data)
(Unaudited)

  
FY17 Actual

Results  
FY18 Guidance

Range  Implied Year/Year Growth

    Low  High  Low  High
           

Revenue  $ 2,451  $ 2,475  $ 2,550  1 %  4 %
           

GAAP Operating Income  $ 314  $ 303  $ 324     
Operating Margin %  12.8%  12.2%  12.7%     
           

GAAP Diluted Earnings Per Share (EPS)  $ 3.17 1 $ 2.95 2 $ 3.15 2 (7)%  (1)%
           

FY17 Tax Benefits  $ (0.14)         
FY18 Projected Startup Impacts 3    $ 0.12  $ 0.12     
           
Adjusted Diluted EPS  $ 3.03 4 $ 3.07  $ 3.27  1 %  8 %
Implied Adjusted Operating Margin %  12.8%  12.7%  13.2%     

(1) FY17 GAAP diluted EPS reflects a 32.5% tax
rate.

(2) FY18 GAAP diluted EPS reflects a 35.5% tax
rate.

(3) FY18 diluted EPS adjustments remove forecasted detrimental impacts to operating income (ranging from $11 million to $13 million) related to contracts
in startup in the U.S., U.K. and Australia.

(4) FY17 diluted EPS adjustments exclude events in 2017 that will not occur to the same extent in 2018 (including research & development tax credits
related to prior years and the application of ASU No. 2016-09. The tax benefit of the application of ASU No. 2016-09 is much higher in 2017 than it is
anticipated to be in 2018). The $0.14 benefit is calculated by using the estimated $10 million in tax savings, divided by the weighted average shares
outstanding at September 30, 2017.

-XXX-
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MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 1 ​ ​ ​ Operator: Greetings and welcome to MAXIMUS Fiscal 2017 Fourth Quarter Conference call. ​ ​ At this time, all participants are in a listen-only mode. A brief question and answer session will ​ follow the formal presentation. If anyone should require operator assistance during the ​ conference, please press star, zero on your telephone keypad. As a reminder, this conference is ​ being recorded. ​ ​ It is now my pleasure to introduce your host, Lisa Miles, Senior Vice President of Investor ​ Relations for MAXIMUS. Thank you Ms. Miles, you may begin. ​ ​ Lisa Miles: Good morning, and thanks for joining us. With me today is Rich Montoni, Chief ​ Executive Officer, Bruce Caswell, President and Rick Nadeau, Chief Financial Officer. ​ ​ A number of statements being made today will be forward-looking in nature. Please remember ​ that such statements are only predictions and actual events and results may differ materially as ​ a result of risks we face, including those discussed in Exhibit 99.1 of our SEC filings. We ​ encourage you to review the summary of these risks in our most recent 10-K filed with the SEC. ​ ​ The company does not assume any obligation to revise or update these forward-looking ​ statements to reflect subsequent events or circumstances. Today's presentation may contain ​ non-GAAP financial information. Management uses this information in its internal analysis of ​ results and believes this information may be informative to investors in gauging the quality of ​ our financial performance, identifying trends in our results in providing meaningful period-to-​ period comparisons. ​ ​ For reconciliation of non-GAAP measures presented in these documents, please see the ​ company's most recent earnings press release. With that, I'll hand the call over to Rick. ​ ​ Rick Nadeau: Thanks, Lisa. Overall, fiscal year 2017 was defined by good execution, a healthy ​ portfolio of contracts, solid margins

and record cash generation. This morning, I will lead off with ​ highlights from our fourth quarter results. ​ ​ As expected, the revenue for the fourth quarter of fiscal 2017 was comparable to the same ​ period last year. However, fourth-quarter revenue was a little bit better than we expected due to ​ strong delivery by the health segment and a higher level of pass-through revenue from our ​ Australian operations within the human services segment. ​ ​ On the bottom line, fourth-quarter diluted earnings per share were $.81 and better than ​ expected, primarily due to a lower income tax rate. Revenue for fiscal 2017 increased 2% over ​ last year. As expected, fiscal 2017 revenue growth was driven primarily by the health segment. ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 2 ​ ​ This was offset by the expected declines from our US federal services segment as a result of a ​ large contract that came to an end in April 2017. ​ ​ Total company operating margin for fiscal 2017 was good and increased 90 basis points to ​ 12.8% compared to last year. As expected, net income and GAAP diluted earnings per share for ​ fiscal 2017 were favorably impacted by lower income tax rates, resulting from research and ​ development tax credits related to tax returns for years prior to fiscal 2017 that were recorded in ​ the third quarter, and the tax benefits related to the vesting of RSUs and the exercise of stock ​ options. ​ ​ As a reminder, a new accounting standard for equity compensation went into effect this year. ​ The tax rate for fiscal 2017 was 32.5% compared to 37% in fiscal 2016, which increased the ​ bottom line. For the fiscal year, net income attributable to MAXIMUS increased 17% and GAAP ​ diluted earnings per share increased 18% to $3.17 compared to fiscal 2016. ​ ​ The lower tax rate provided a benefit of approximately $.14 of diluted earnings per share to ​ fiscal 2017. Excluding these tax rate benefits, adjusted earnings per share for fiscal 2017 would ​ have been $3.03 per share. ​ ​ We recommend that analysts use this baseline for their go-forward modeling in order to draw an ​ apples-to-apples comparison. I will focus the remainder of my commentary dominantly on a full-​ year results, starting with the health services segment. The health services segment continued ​ to deliver consistently solid financial results. ​ ​ Segment revenue growth for both the full-year and the fourth quarter of fiscal 2017 was primarily ​ attributable to the expansion of existing contracts and, to a lesser extent, new work. ​ ​ Fiscal 2017 revenue grew 6% to approximately $1.38 billion compared to fiscal 2016. The ​ majority of growth in fiscal 2017 was organic and less than 1% was acquired. On a constant-​ currency

basis, health segment revenue growth for fiscal 2017 would have been 9%. ​ ​ Health segment operating margins for the fourth quarter and full year were strong. For fiscal ​ 2017, health services operating margin was 15.6%, a 130 basis point increase over fiscal 2016. ​ Margin expansion in both the quarter and the full-year was driven by the expected year-over-​ year improvements in the health assessment advisory service contract and accretive revenue ​ growth. ​ ​ We are pleased that we reached an agreement with our UK client on the exercise of two option ​ years for the health assessment advisory service. This extends our contract through February ​ 2020. ​ ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 3 ​ ​ The US federal services segment finished the year largely as expected. Revenue for the ​ segment was lower in both the fourth quarter and the full year compared to the prior year ​ periods. This was driven predominantly by a large subcontract that came to an end in 2017 for ​ work performed for the US Department of Veterans Affairs. ​ ​ Revenue contribution from this contract was a $63 million lower in fiscal 2017 compared to fiscal ​ 2016. Segment operating margin for fiscal 2017 improved 120 basis points over the prior year to ​ 11.9%. This was primarily due to contract mix as a result of increased revenue for performance-​ based contracts. ​ ​ Human services segment revenue grew 2% for the full-year and 3% for the fourth quarter ​ compared to the same periods in fiscal 2016. For both the full-year and fourth quarter, revenue ​ growth was driven by the Australian operations, which included a higher level of pass-through ​ revenue. ​ ​ Revenue growth in the segment was partially offset by the expected revenue declines in the ​ United Kingdom from the Work Programme, which is coming to its expected end. Operating ​ margin for the human services segment came in largely is expected at 9.2% for full-year and ​ 7.8% for the fourth quarter of fiscal 2017. ​ ​ The combination of the expected declines in the UK work and the increased pass-through ​ revenue in Australia contributed to the segment to lower operating margin. We are pleased to ​ announce that we recently won several new contracts in the human services segment. Rich will ​ provide more details later on. ​ ​ These contracts are expected to temper 2018 operating income by approximately $11 million to ​ $13 million or approximately $.12 of diluted EPS. As a reminder, these contracts have outcome-​ based payments that will take time to achieve. Accordingly, no outcome-based payments will ​ take place in the early months of these contracts and will increase over

time. Once mature, ​ these contracts will have a steady flow of outcome-based payments. ​ ​ Now, I will discuss cash flow and balance sheet items. Days sales outstanding were 63 days ​ September 30, which is better than our targeted range of 65 to 80 days. Strong cash collections ​ helped fuel a record cash flow from operations and free cash flow for fiscal 2017, both of which ​ exceeded our guidance. We also benefited from solid net income, including the impact of tax ​ credits and a lower tax rate for the year. ​ ​ For fiscal 2017, we generated cash from operations of a $337 million and free cash flow of a ​ $313 million, and adjusted EBITDA of $401 million. We have included reconciliation tables in ​ our press release. ​ ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 4 ​ ​ During fiscal 2017, we repurchased approximately 558,000 shares of MAXIMUS common stock ​ for $28.9 million. The company has approximately $110 million remaining under the board-​ authorized program at September 30, 2017. ​ ​ We ended the year with the cash and cash equivalents of $166.3 million and no material debt. ​ In September 2017, we extended the life of our credit facility to September 2022, which allows ​ us to borrow up to $400 million. As a reminder, we have an accordion feature for up to an ​ additional $200 million. ​ ​ Capital allocation is important to the management team, and our balance sheet gives us the ​ flexibility to make the right investments in order to best create long-term shareholder value. Our ​ priorities remain unchanged, with our primary near-term interest being strategic M&A. We have ​ been actively looking at a number of targets, but frankly valuations have been high and we have ​ resisted paying what we view to be inflated prices. ​ ​ We also think that any positive movement on tax reform and corporate tax rates may help ​ stimulate M&A activity in the near future. An important component of our cash deployment is the ​ continued use of cash for our quarterly dividend, or opportunistic share buyback program, as ​ well as working capital investments. Above all, we remain committed to uses of cash where we ​ can achieve returns in excess of our cost of capital. ​ ​ Before I wrap up with our fiscal 2018 guidance, I would like to direct your attention to the ​ supplemental bridge table in the press release and my presentation. We believe it provides ​ increased transparency to help investors crosswalk to a baseline comparison of 2017 actual ​ results versus 2018 guidance. For fiscal 2017, MAXIMUS delivered revenue of $2.45 billion. ​ ​ We are establishing a revenue guidance for fiscal 2018 that will range between $2.475 billion ​ and $2.55 billion. This implies a 1% to a

4% topline increase over 2017. We expect revenue ​ growth for the full year of fiscal 2018 to be driven by the health services segment. ​ ​ For fiscal 2018, we anticipate the GAAP diluted earnings per share will range between $2.95 ​ and $3.15, which includes the unfavorable impact to pretax income of $11 million to $13 million, ​ resulting from new human services contracts and startup. We think adjusting for these startup ​ losses and provides investors with a more consistent and similar comparison. ​ ​ In our supplemental table, we have assumed the midpoint of the detrimental impacts, which is ​ approximately $12 million or $.12 per share. Excluding the $.12 impact, adjusted diluted ​ earnings per share for fiscal 2018 would range between $3.07 and $3.27. This compares it to ​ adjusted diluted EPS of $3.03 for fiscal 2017, and implies growth between 1% and 8%. ​ ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 5 ​ ​ At September 30, 2017, we have a $5.7 billion in backlog. As you know, we have a high level of ​ visibility into our forecasted revenue for 2018 and estimate that approximately 94% of our ​ forecasted 2018 revenue is already in the form of backlog options or extensions. ​ ​ We appreciate that investors prefer some insight into the expected quarterly financial trends. On ​ a quarterly basis, we anticipate revenue will be stronger in the first half of the year versus the ​ second half of fiscal 2018. This will be driven by two items. ​ ​ First, temporary work in our US federal services segment as a subcontractor to CSRA in ​ support of disaster relief efforts. While we have forecasted the short-term work based on the ​ facts and circumstances today, we may experience fluctuations on this contract. ​ ​ Second, a pending change order in the health segment that we disclosed last quarter and now ​ expects to be recognized in the first quarter of 2018. On the bottom line, we expect that the first ​ quarter of fiscal 2018 will be lower than the fourth quarter of fiscal 2017 because we expect a ​ more normalized income tax rate. ​ ​ In terms of operating margins by segment, we expect the health services segment will continue ​ to achieve a full-year margins at or above the midpoint of our targeted range of 10 to 15%. For ​ the US federal services segment, we expect that the margins will likely be towards the low to ​ mid-point of our targeted range. The human services segment will be unfavorably impacted by ​ the aforementioned startups in fiscal 2018 and we expect the segment will likely deliver margins ​ in the single digits. ​ ​ I would like to make one final point about our guidance methodology. There are a number of ​ factors that shape our annual guidance, including the timing of new work, the impact from ​ startup of new operations, contract mix in maturity, the possible impact of change orders, rebid ​ wins at a lower revenue base or

operating margin, temporary contracts that may provide a ​ short-term boost but we hope will create a longer-term opportunity downstream, contracts that ​ are lost, or contracts that we choose not to rebid, and lastly, contracts that are coming to an ​ expected end. ​ ​ While the vast majority of our contracts provide highly visible recurring revenue streams, it is ​ important to recognize that we also have to manage the impact of a normal course of attrition ​ each year. Over the last five years, we estimated that topline attrition has impacted us anywhere ​ from 5 to 10% each year. ​ ​ For 2018 specifically, the three main attrition factors include first rebid losses or work that is ​ going away. This includes acquired essential work in our federal segment. We are no longer ​ eligible to bid on some of this work because the contracts are designated for small businesses. ​ At this point, most of this has rolled off. ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 6 ​ ​ ​ Second, work that has been rebid or extended, but at a lower rate and, third, forecasted ​ changes in volumes. We believe that this is an important element to consider when investors ​ are modeling our results. For the full year of 2018, we estimate the income tax rate will range ​ between 35 and 36%. As you know, the final income tax rate will ultimately depend on the mix ​ of operating income contribution from our various tax jurisdictions as well as the closing price of ​ MAXIMUS common stock on September 30, 2018. ​ ​ For fiscal 2018, we have also assumed weighted average shares outstanding of 66.5 million. ​ And finally, cash flow guidance; we expected cash provided by operations to be in the range of ​ $200 million to $250 million for 2018. And we expect free cash flow to range between $170 ​ million and $220 million. With that, I will hand the call over to Rich. ​ ​ Rich Nadeau: Thank you, Rick, and good morning everyone. We finished fiscal 2017 on firm ​ footing, with healthy operating margin and record cash flow. In today's prepared remarks, I will ​ give a brief update on the open enrollment period for the Affordable Care Act. I will then ​ highlight several recent new work awards that provide paths to long-term growth, as well as ​ some successful rebids that help protect the base. ​ ​ Let's start with an update on the Affordable Care Act. The Affordable Care Act open enrollment ​ period began on November 1, and based on press coverage this week, initial reports from the ​ federal marketplace in several state-based exchanges show that Americans appear to be ​ signing up for coverage at a higher rate than last year. ​ ​ We're seeing similar early trends during the first few days of open enrollment at our state-based ​ exchange contact centers, with slightly higher call volumes compared to last year. It's hard to ​ speculate exactly why the volumes are a bit higher, but anecdotally we've received

a number of ​ calls from consumers who think they might be losing coverage as a result of the legislative ​ efforts to repeal and replace ACA. ​ ​ On last quarter's call, we talked about actively planting the seeds for long-term growth. For ​ example, applying our core competencies into new programs and for new clients. During fiscal ​ 2017, we converted several of these opportunities into new contracts in the US and abroad. In ​ the US, we further expanded our long-term services and supports assessment business, often ​ referred to as LTSS. ​ ​ We recently were notified of an award on three new contracts for pre-admission screening and ​ resident review services known as PASRR. These assessments help ensure appropriate ​ placements in a nursing facility or community-based setting for certain individuals, and also help ​ ensure they receive the required services regardless of placement. We are awaiting the final ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 7 ​ ​ execution of these contracts, and while we are not able to discuss the financial details at this ​ time, these key wins enhance our position as a leading provider of LTSS assessments. ​ ​ Last month, we also launched a new statewide workforce services project in Indiana. Under the ​ Indiana Employment and Training contract, MAXIMUS is providing case management, ​ employment and retention services to public program beneficiaries. The total contract value is ​ approximately $50 million over six years. You may recall that Indiana had requested a waiver to ​ move its current voluntary Medicaid work requirement to one that is mandatory for certain ​ beneficiary populations. ​ ​ It's worth noting that this new contract is not related to these Medicaid work requirements. ​ However, given that we are the Medicaid enrollment broker for the state, this new contract ​ means that MAXIMUS now offers both health and human services in a state that has been at ​ the forefront of work requirements. The state's 1115 waiver for Medicaid work requirements is ​ still pending decision at CMS. ​ ​ Moving on to the United Kingdom, we have two exciting new contract wins from our disability ​ employment services business, Remploy. The first is a contract to deliver the new work and ​ health program in Wales. This seven-year contract has a contract value of approximately $45 ​ million US. It is expected to launch in December 2017. We will be offering employment support ​ for unemployed individuals, as well as those with health conditions or disabilities. ​ ​ The program offers a more holistic approach to help individuals overcome certain barriers to ​ employment. We will deliver the service through more than 75 delivery locations, offering ​ personalized and integrated support to 16,000 jobseekers. ​ ​ The second piece of work is the delivery of the fair start program, part of the Scottish ​ government's ambition to close the

employment gap between people with disabilities and the ​ mainstream working population. The award contains three contracts, each lasting five years, ​ with a combined approximate annual run rate of $6 million US. ​ ​ We will be creating a personalized support plan for more than 38,000 people and equipping ​ them with the right skills to move into fair, sustainable employment. More than half of our staff in ​ Scotland have a declared disability or health condition, so we bring a unique understanding to ​ this socially important program. ​ ​ Congratulations to our business development and operations team in the United States and the ​ United Kingdom for these strategic additions to our global portfolio. We categorize these wins as ​ good news, but as Rick noted, some of these startups will temper 2018 earnings. We are ​ equally pleased to protect our base through several successful key rebids and contract ​ extensions. These well rooted contracts to represent the stable base of our portfolio contracts. ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 8 ​ ​ First, MAXIMUS signed a 10 year contract renewal for our California Medicaid enrollment broker ​ contract. The renewed contract terms started last month and runs through June 2027. ​ ​ Annual revenue from this contract for fiscal 2018 is expected to range between $75 million and ​ $80 million. Under the new contract, we will continue providing enrollment broker services for ​ the states Medi-Cal population. MAXIMUS has served as the enrollment broker for California ​ since 1996, providing conflict-free choice counseling to more than 12 million Medi-Cal ​ participants each year. ​ ​ We also received extensions for two other key Medicaid enrollment broker projects. Our Texas ​ contract has been formerly extended through August of 2018, and our Michigan contract has ​ been extended for five years. We do not expect any material change to the annual run rate for ​ either of these contracts. ​ ​ In the United Kingdom, the Department for Work and Pensions exercised its option to extend ​ our contract to deliver the health assessment advisory service. As Rick mentioned, this extends ​ our work through February 2020. Our team has worked very hard to deliver key service-level ​ improvements to this highly visible program and we are proud of the significant progress they've ​ made. ​ ​ In total, these new awards and rebids provide a nice addition to our healthy and stable portfolio. ​ They also reflect the confidence government has in our ability to operate efficient and effective ​ programs that achieve their intended outcomes. ​ ​ Let's move on to new awards, pipeline and rebids. During the fourth quarter, we signed $1 ​ billion of new awards, bringing the total contract value of signed contracts to $2.8 billion for ​ fiscal 2017. Also during the fourth quarter, we were notified of an award on another $1 billion ​ worth of contracts mostly driven by California and the Michigan contracts. This brings

the total ​ awarded-but-unsigned contracts at September 30t to $21.3 billion. ​ ​ So a very hearty accomplishment of signed and unsigned. And as a result of the significant ​ number of opportunities converting to new awards, as you might expect, our pipeline at ​ September 30 was sequentially down to $2.4 billion. It's important that investors should continue ​ to expect normal course fluctuations in the pipeline when work moves into the new awards ​ category. ​ ​ Of our 2.4 billion in pipeline, approximately 60% is tied to new work and reflects opportunities ​ across all three segments and all of our geographies. To offset the high level of work that ​ converted into awards, we were able to backfill a significant amount of the pipeline with just ​ under $1 billion of additional opportunities that we are now tracking. ​ ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 9 ​ ​ We also examined the longer-term pipeline to see what RFPs we expected to roll into our ​ reported pipeline next quarter. Based on this analysis, and what we know today, we expect the ​ pipeline will return to more normalized levels next quarter. ​ ​ As we previously disclosed, we had just under $1 billion in contract value up for rebid in fiscal ​ 2017. We have a couple of rebids that are still pending, but we won or we were extended on the ​ vast majority of our rebids, including our three largest opportunities in California, Michigan and ​ Texas. ​ ​ Looking ahead, fiscal 2018 is shaping up to be a typical year in terms of rebids. We have ​ approximately $850 million of the total base contract value up for rebid in fiscal 2018. In ​ summary, while we continue to feel the lingering effects of an industry pause, we are taking ​ advantage of this time to position the company for the next wave of growth. But it's also ​ important to put this in perspective, because we have experienced similar pauses in years past. ​ ​ We ended the year on a positive note by winning some key rebids and securing some strategic ​ new work. To this end, we remain focused on the longer-term macroenvironment, which ​ continues to be encouraging. We believe that governments will seek solutions to manage aging ​ populations, individuals with more complex health needs and growing caseloads in a more cost-​ effective and efficient way. ​ ​ As we discussed last quarter, our three-pronged approach to growth is designed to bring us ​ more in line with our long-term growth targets. As a reminder, this approach includes growing in ​ our current core markets, moving into the next set of adjacent markets, and incorporating new ​ platforms. ​ ​ In closing, I thank our more than 20,000 employees across the world. Their dedication to ​ providing the highest quality of services to our clients, as well as the citizens served by the ​ programs we operate is very much

appreciated and key as we strive to deliver shareholder ​ value. ​ ​ With that, we'll now move on to Q&A. Operator? ​ ​ Operator: Thank you. At this time, we will be conducting a question and answer session. If you ​ would like to ask a question, please press star, one on your telephone keypad. A confirmation ​ tone will indicate your line is in the question queue. ​ ​ If at any time you wish to remove your question from the queue, please press star, two. We ask ​ that you limit your follow-up questions to one so that others may have an opportunity to ask ​ questions. You may reenter the queue by pressing star, one. ​ ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 10 ​ ​ For participants using speaker equipment, it may be necessary to pick up your handset before ​ pressing the star key. Our first question is from Brian Kinstlinger with Maxim Group. ​ ​ Brian Kinstlinger: Hi, great, thanks so much. You had a slide on the guidance methodology ​ and natural attrition and mentions there's typically 5% attrition per year. I may have missed it, ​ could you comment on whether that number is bigger in the fiscal '18, and if so quantify it? And ​ then maybe go through the three buckets--I think this is a new slide--of which one has impacted ​ you more than others. ​ ​ Rich Montoni: Good morning, Brian, this is Rich. That question on attrition and the components ​ of attrition, which one is most impactful, I'm going to ask Rick Nadeau to handle that. ​ ​ Rick Nadeau: Sure. Hey, Brian, how are you doing? ​ ​ Brian Kinstlinger: Great, thanks. ​ ​ Rick Nadeau: Brian, now that's a number that's a reasonably typical for us, and as we've gone ​ back and look at it over the prior five years, having that kind of attrition level between five and ​ 10% on an annualized basis is typical. Obviously, you would think that the mix of those will ​ change over time. ​ ​ I think as we studied FY '17, I don't think there was any one piece of that that affected us more ​ than the others. It was pretty much across all of those different categories. ​ ​ Brian Kinstlinger: But it is in that range is what you're saying? Still. ​ ​ Rick Nadeau: Yes. ​ ​ Brian Kinstlinger: Okay. And then my follow up, on the human services contracts that are ​ impacting, in the short-term, the margins, what is the potential of those on a revenue run basis ​ when they're ramped up, and what kind of margins can we expect from them may be long-term? ​ ​ Rich Montoni: Rick? ​ ​ Rick Nadeau: Yeah. Brian, once those are fully ramped, we would expect that they will ​ contribute annual revenue in the $80 to $100 million range. Of that, approximately 25 to 30 ​

million of that would be incremental new work, and the margins on those in our human services ​ segment would be to the lower end of our targeted range of 10 to 15%. ​ ​ Brian Kinstlinger: Thanks. ​ ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 11 ​ ​ Lisa Miles: Thanks, Brian, next question. ​ ​ Operator: Our next question is from Charlie Strauzer with CJS Securities. ​ ​ Charlie Strauzer: Hi, good morning. ​ ​ Rich Montoni: Good morning, Charlie. ​ ​ Charlie Strauzer: Would it be possible to get a little bit more detail on the breakdown by ​ segment for the guidance for the top line next year, if possible? ​ ​ Rich Montoni: Guidance by segment, top line. Rick, what do you have to say about that? ​ ​ Rick Nadeau: Well, Charlie, we haven't typically given that, but I can tell you that if you go back ​ and if you look at what we've disclosed historically over the past couple of years is that it's ​ typically been driven by and led by our health segment. ​ ​ I would say that the federal segment is a growth segment to us. We did suffer last year the loss ​ of that contract that we indicated had $63 million less of revenue than it did in the prior year. ​ Without that, it would have had modest growth, but our health segment will lead our growth in ​ the future followed by our US federal segment. ​ ​ Charlie Strauzer: Excellent. And then if you look at the new work that was added back to the ​ pipeline, can you give us a little bit more color as to what kind of opportunities that they are ​ maybe by segment, as well. Thank you. ​ ​ Rich Montoni: Yeah. I'd be glad to talk a little bit about pipeline, Charlie. When I think about ​ pipeline and pipeline dynamics, I think about how much of the pipe did you manage to convert ​ to new wins? How much of that did you manage to refresh? And then what's the ending ​ composition of the pipeline as it relates to new work versus just a rebid work? ​ ​ So when I think about the dynamics, when I think about those variables this quarter, I think ​ clearly a very, very significant amount was converted. We talked about details and the ​ significance of those conversions. I was really pleased with the extent of the backfill and the ​ normal course. ​ ​ Whenever that

happens, you'll see a significant decrease in the backlog in the sales pipeline ​ itself, so as it relates to our ability to backfill that nearly $1 billion, which I think it's quite ​ substantial in such a short period of time. As a result, while it was down, the amount of new ​ work in the ending sales pipeline was actually up sequentially. ​ ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 12 ​ ​ It was about 60% of the ending pipeline, roughly 1.4 billion, which is up sequentially from the ​ new work of roughly 1.3 billion at the beginning of the quarter. So overall, I was very pleased ​ with the dynamics relative to the pipeline. ​ ​ Lisa Miles: Thanks, Charlie. Next question, please. ​ ​ Operator: Our next question is from Richard Close with Canaccord Genuity. ​ ​ Richard Close: Yeah, thanks for the question. It just on the startup costs associated with the, I ​ guess, human side. You know, this is the first time you're really, I think, calling these out and ​ providing specific in terms of the startup costs and adjusted EPS. ​ ​ So just to be clear, was there any startup expenses in fiscal '17 and that should also be called ​ out? Just so that we have apples to apples. ​ ​ Rich Montoni: Sure. Richard, good morning to you. Our practice has been to call out the ​ impacts of startups when they move the consolidated needle, and certainly the one that ​ resonates most with me was a back in circa fiscal year 2011 when we had a very significant ​ startup relative to work in the United Kingdom. We called that out. I think in the last couple of ​ years, we've talked extensively about the EPS and the impact of the HASS startup and the ​ boomerang impacts of it. ​ ​ So Rick, I don't know if we have public information about the impact of startups in fiscal '17 ​ that's available? ​ ​ Rick Nadeau: No, but I think, Richard, we called it out because it was incremental as compared ​ to the prior year, so when we look at it and we were trying to understand why we came up with ​ our GAAP guidance, the margin was lower than it had been in the prior year. That is really the ​ factor that creates it. ​ ​ I think that if you go look at the supplemental schedule and you look at the impact of those ​ startups, you see that our margin comes right back within the range of what we had in FY '17, ​ so we called it out because it was incremental. ​ ​ Richard Close: Okay,

and my follow-up is off of slide 19 and protect the base and the key ​ rebids. You call out the annual revenue of California at 75 to 80 million; curious how and if that ​ did change. And then Texas was only a one-year extension. Can you talk about those two ​ contracts? ​ ​ Rich Montoni: Sure, two aspects, Rick, in terms of the call out on the other ones-- ​ ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 13 ​ ​ Rick Nadeau: --Well, California has basically the same scope of work, Rich. Is that your ​ question? ​ ​ Richard Close: Yeah, the 75 to 80 million, is that comparable to what it was in fiscal '17? ​ ​ Rick Nadeau: Yeah, basically the same scope of work, yes. ​ ​ Richard Close: Okay, and Texas? ​ ​ Rich Montoni: The second question relates to Texas, a one-year extension. I think that's ​ normal course. You know, we've been dealing with this client for quite some time and not ​ uncommon to receive an extension. ​ ​ We're pleased to receive the one-year extension, so I think while we clearly welcome five and ​ five-year plus type contracts, this was not a rebid per se, it was just an extension. So I think it's ​ good news. ​ ​ Richard Close: Great. I'll jump back in the queue. Thanks. ​ ​ Rich Montoni: Thank you, Richard. ​ ​ Lisa Miles: Thanks, Richard. The next question, please. ​ ​ Operator: Our next question is from Jason Gurda with KeyBanc Capital Markets. ​ ​ Jason Gurda: Hey, good morning. Thanks for taking the question. I was curious how your view ​ of the current industry pause environment, how that evolved over the last quarter or two. ​ ​ Rich Montoni: Yeah, that's a really good question in terms of what's going on from an industry ​ pause perspective. I would say this; in the US here, and perhaps to a lesser extent in the United ​ Kingdom, but certainly here in the US, we continue to see longer procurement cycles, less deal ​ flow from opportunities, and this is the most notable in our federal business and I think it's in ​ part that we've got a new administration and they're trying to sort through their priorities. ​ ​ As a result, I think is most impactful to our federal business. There is some trickle-down effect to ​ the state level business, most notably obviously in our health segment, particularly as it relates ​ to some of the pending waivers for the Affordable Care Act that are out there, and some ​ changes

to the state health programs. Is that helpful, Jason? ​ ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 14 ​ ​ Jason Gurda: Yeah. But I was curious as far as your thoughts on how long this may last, the ​ duration and the pause and I'm curious just to how your experience of pauses in the past, how ​ you would expect this might play out. ​ ​ Rich Montoni: Oh boy, this is trying to forecast an ice melt, but first off there's a good news ​ here in that business continues. The lion's share of what we do is mission-critical, so it ​ continues. It's not as if we've got a freeze on the work that we're doing today, so it gives you, I ​ think, a certain comfort level that at least we're going to maintain the status quo. ​ ​ In the interim, what is happening until such time as we see more meaningful free-up is the ​ discussions we have are on the margin, improving the programs with our clients and it's really ​ focused on efficiency, but it becomes on-the-margin type progress, so I think we'll see those ​ types of opportunities. We'll see rebids come out and some of which we'll pursue as a ​ nonincumbent, so we hope we can pick up some work in that regard. ​ ​ I think that if I were to handicap this, I think we could see continuing to melt to the point where ​ it's a noticeable difference--I'm going to say six months to two years from now, but there's no ​ guarantee that that's the case. It's highly political at this point in time, and I'm hopeful that we'll ​ see increasing momentum in terms of change from the federal government perspective. ​ ​ I will say this; there's a very large appetite, not just at the federal government but all government ​ levels, to look for efficiencies, to look for new technology, to modernize government. That's a ​ very sincere initiative, and we’re having a daily meetings with those individuals in charge of ​ those areas. ​ ​ So I think we're going to continue to see acceptance and improvement and change, but it will be ​ more on the margin of these existing processes as opposed to holistic legislative change. ​ ​ Jason Gurda:

Thank you. ​ ​ Rich Montoni: You bet. Thank you. ​ ​ Lisa Miles: Thanks, Jason. The next question, please. ​ ​ Operator: Our next question is from Matthew Gilmor with Robert W. Baird. ​ ​ Matthew Gilmor: Hey, thanks for the question. On the quarterly financial trends you called out ​ for the first half of fiscal '18, I think you mentioned disaster support and then the changeover ​ that you talk about in the health care segment. Can you maybe size of how much of an impact ​ that will have on revenues in the first part of '18? And then will that hit in the first quarter or the ​ second quarter? ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 15 ​ ​ ​ Rich Montoni: So your question is on the forecast for the first half of the year, the amount of ​ work were going to do in the disaster area. Rick, do you want to field that one? ​ ​ Rick Nadeau: Yeah, that will actually hit--it's actually in process right now, so that will be a Q1 ​ and a Q2 event. You know, I can't really call out a number. When we build our guidance, we ​ build it with ranges. This one, we called out and identified for you because it's quite variable and ​ depends on the volume of calls that ultimately come in. ​ ​ So I would say that it is a meaningful number, but it could be subject, also, to a fair degree of ​ variation and in our analysis we've been prudent in trying to put it in there at a figure that is ​ reasonable. ​ ​ Rich Montoni: And fair to say, Rick, we see this as a largely a Q1, Q2 event and not recurring ​ after that. ​ ​ Rick Nadeau: Well, yeah. And I think that yes, it depends on how long the calls last, and so the ​ disasters occurred in the quarter ended September 30, so to go much past February would not ​ be logical. ​ ​ Rich Montoni: And just, I mean, Matthew, I think it was a second part to your question relative ​ to the change order that Rick mentioned in this call? ​ ​ Rick Nadeau: Yeah, that change order is in a big state in the United States and we were hoping ​ that it was going to hit in FY '17. It did not, but we do now think that that will come in in FY18, ​ Q1. That will give you a lift, because what you wind up having there is when you sign a change ​ order like that, you get the revenue, but the costs have already been recognized in a prior ​ period. ​ ​ So that's one of the reasons why we told you on the guidance for the first half of the fiscal year ​ '18 we had a little bit of a bump. ​ ​ Matthew Gilmor: Okay, that's helpful. And then following up on the Medicaid work requirement ​ discussion and some of the waiver discussions, I think CMS signaled a little bit more flexibility ​ early this

week with respect to waivers, and I think they specifically mentioned work ​ requirements. So I was curious if you had any thoughts as to when we can see some of those ​ approvals, and then more broadly do you think there will be any helpful impact in terms of the ​ flexibility around the waivers in general? ​ ​ Rich Montoni: Well, I know we have lots of thoughts about that, Matthew, and I'm going to ask ​ Bruce Caswell to share a limited number of those thoughts. ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 16 ​ ​ ​ Bruce Caswell: Thank you. Hey, Matthew. Thanks for the question. You know, interestingly, as ​ you are aware, there are a number of waivers pending in front of CMS, and we're tracking ​ probably roughly about a dozen waivers, and those waivers have different components. ​ ​ So the work requirements are a component of about nine waivers that are pending approval ​ presently, but states also introduced other items in their waivers, like cost-sharing and premium ​ changes, lockout time and time limits incentivizing health and behaviors and waiving retroactive ​ eligibility periods. ​ ​ So the waivers are complicated, and for CMS to get through them in an expedited fashion does ​ take some time. Interestingly, of the nine waivers that have a work requirement, five of them are ​ presently pending review at CMS, and several of them we think are highly likely to get approved ​ in the relatively near term. ​ ​ You're absolutely right that CMS did, just this week, issue further guidance to state Medicaid ​ directors in the form of a CMCS information bulletin that came out on November 6, and they talk ​ about process improvements that they're implementing for the Section 1115 Demonstration ​ Waiver process, which is really what's being used for these state waivers. ​ ​ And they'll do things like help ensure if there's a waiver that's substantively similar to one that's ​ already been approved for another state, that it follows an expedited approval process. They're ​ providing better fast-track to templates available to states and technical assistance and so forth. ​ ​ So I think that the message that was delivered at the NAMD conference by the administrator ​ really indicates that they're working and not just to clear the path and make the process faster ​ for 1115 waivers, but as you know there are other ways that states modify their Medicaid ​ programs, like 1915 waivers and state plan amendments. ​ ​ So given all of that, I would think that we see waivers beginning to be

approved through the late ​ fall, early winter period, and generally we would allow for probably six months post-approval for ​ those to be translated, then, into operational programs and operational opportunities for us by ​ our state clients. ​ ​ So I'd view these to be really more in the back half of FY '18, and I think we've said before, ​ particularly as it relates to the work requirements, that that's probably more of a single than ​ double type opportunity for us. Because when you look at the work-eligible population, by ​ historical standards, and Kaiser has written on this, it's about 27% of the Medicaid population, ​ many of whom are already in some form of work, so we need to keep that in context. ​ ​ Matthew Gilmor: Got it. Thanks very much. ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 17 ​ ​ ​ Bruce Caswell: Yep. ​ ​ Lisa Miles: Thank you, Matt. The next question, please. ​ ​ Operator: our next question is from Frank Sparacino with First Analysis. ​ ​ Frank Sparacino: Hi, guys. First, maybe on the pipeline. I know on slide 20, in terms of the ​ traditional unsigned, that's mostly driven by rebids or existing work. Of the 1 billion that was ​ signed in the quarter, can you tell me how much of that was rebid versus new contracts? ​ ​ Rich Montoni: Frank, historically we haven't provided that metric. At the end of the day, we'll ​ take that and feather all of it into our guidance on a go-forward basis. I'm not able to provide you ​ that metric at this point in time. ​ ​ Frank Sparacino: Fair enough. And just my follow-up is a year ago, as we headed into '17, you ​ guys sized up the workaround Healthcare.gov and the federal and state exchanges, and I'm ​ curious as we head into this year, given there's obviously a lot more uncertainty, how we should ​ think about that, and also how have you sort of factored that work into your guidance? ​ Particularly around Healthcare.gov, given projections around pretty significant enrollment ​ declines. So just trying to size up sort of the risk there and how you're thinking about it. ​ ​ Rich Montoni: I think that's fair, Frank. You do have good recall, and we've talked about ​ healthcare.gov, the federal exchange, the state-based exchanges, how much work we have on ​ the table as it relates to the Affordable Care Act, how much is at risk. So Bruce, you want to field ​ this one? ​ ​ Bruce Caswell: Sure, I'm happy to. Interestingly, you may have seen, Frank that in the very first ​ few days of the open enrollment period, there was actually a surge in enrollment on ​ healthcare.gov. About 200,000 Americans chose a plan on November 1 and that's more than ​ double the number of consumers that signed up last year at the same time. ​ ​ Traffic was up, according to a report in The

Washington Post, by about 33%. So interestingly, I ​ think folks are aware that they've got a shortened enrollment period, 45 days to get through that ​ at the federal exchange level, and volumes are kind of commensurate with what you'd expect ​ trying to get that large population through the process. ​ ​ At the state level, as Richard noted, we're seeing kind of largely business as usual in state ​ exchange operations, with some nuance. One would be for states that have really funded the ​ outreach activities and have lengthened their open enrollment periods, it's very much business ​ as usual. ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 18 ​ ​ ​ For other states that are under a reduced funding situation or a shorter open enrollment period, ​ the uncertainty around, really, the Affordable Care Act itself has led to, anecdotally, some ​ increases in volumes of calls in the first part of the period. To give you a sense of the ACA ​ related revenue, we had previously indicated about $160 million within our FY '17 guidance, and ​ as we think about FY '18, we presently estimate that revenue from our contracts directly tied to ​ the Affordable Care Act will be lower than '17. ​ ​ The biggest change that's driving that is that our appeals work that we do for the federal ​ marketplace is a down a little bit year-over-year. We had, back in FY '17, a backlog of employer ​ -related appeals that we've since worked through. So we expect that in FY '18 we're returning to ​ a more normalized level of revenue for that component of our business. ​ ​ Lisa Miles: Thanks, Frank. Next question, please. ​ ​ Operator: As a reminder, ladies and gentlemen, if you like to ask a question, please press star, ​ one. Our next question is a follow-up from Richard Close with Canaccord Genuity. ​ ​ Richard Close: Yes, I was wondering, Bruce, if you could handle, with respect to the open ​ enrollment, any gas in terms of how conversion rates are going with people coming back into ​ the exchanges? ​ ​ Bruce Caswell: You know, Richard, I'd like to say that we've got good optics into that right now. ​ I've not seen any significant data that would kind of breakout how much of this is folks that are ​ re-enrolling versus new enrollment. I know that's a question a lot of folks are asking right now. ​ ​ So I think if anything, just to give you a little bit more color, we are seeing a lot more calls ​ related to Medicaid eligibility because people, in some limited states, because some people ​ think that the Affordable Care Act actually has been eliminated. Right? There's been so much ​ confusion

in the marketplace that folks are saying, "Well, what else might I qualify for? Do I ​ qualify for Medicaid?" So those calls go up. ​ ​ But breaking out kind of returning folks versus new enrollment, I think the one other component ​ of color that I could give you is I think it's more likely that in the early days of open enrollment, ​ you've got folks, obviously, re-enrolling who have a need for that insurance and a fairly ​ immediate need for that insurance. ​ ​ And so the concerns that I've been reading about are whether this kind of sustained uptick in ​ enrollment that we're seeing presently will actually, you know, what will it be like in Day 40 or ​ Day 45, because you really, actuarially, need the young invincibles, right? To come in and fill in ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 19 ​ ​ that pool, and they're likely, given the fact that they don't have pressing health conditions, ​ generally going to be later in the enrollment cycle. Does that help? ​ ​ Richard Close: Yep. ​ ​ Bruce Caswell: Great. ​ ​ Lisa Miles: Richard, did you have a follow-up to that? ​ ​ Operator: One moment, please. Go ahead, Mr. Close. ​ ​ Richard Close: Yeah, a second question here would be, Rich, maybe if you could talk a little bit ​ more specifics on your comments "...position for the next wave of growth and move to adjacent ​ markets." Can you provide us any additional details there or just is that just general ​ commentary? ​ ​ Rich Montoni: I'll be glad to provide you some, I'll say additional commentary as it relates to, ​ really, our growth strategy and how we look at the growth environment, Richard. I think it's a ​ very germane question. When we think about reasonable, long-term growth, obviously there's a ​ lot of things that come into play in terms of when that might happen. ​ ​ We remain very confident that the long-term macros continue to be in place, and you've heard ​ this many times before, that those macros are simply the increasing number of individuals and ​ the mix of individuals that are looking for more help from their governments in the area of health ​ and other human services. ​ ​ We see this around the globe and the compounding factor that governments just are not able to ​ accommodate this. So governments really are compelled to look for more efficient ways to help ​ these individuals. The complicating factors become legislation and reform efforts, and when the ​ government is willing to spend more on these social programs, and all of the hoops and hurdles ​ that come along with it, but really helping governments to transform and modernize these ​ programs, as I mentioned earlier in the Q&A. ​ ​ I sense there's a very significant demand out there, so our growth strategy sits on top of that ​ thinking, and

as we move forward, and some of this was demonstrated already in the past. We ​ are actively looking at new adjacencies, expanding the services we offer to our existing core ​ and where we offer it. ​ ​ We are looking for new platforms, so for example in the recent quarters, we acquired ​ Revitalised, which is a new platform for us in the United Kingdom and gives us new capabilities, ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 20 ​ ​ which I think that government is very excited about. We have an expansion in Singapore, which ​ is a good example of our intent to move into new geographies. ​ ​ And the Singapore situation is one pilot program at this point in time, but it's progressing ​ satisfactorily and our plan is that of that's going to be a good testimony to the leadership in that ​ part of the world that we do deliver value. So I do expect that we'll see more opportunity like that ​ geographically. ​ ​ And lastly, the digital capabilities. I think it's fair to believe that citizens will demand from their ​ governments and ease of doing business with their governments using the technology that said ​ now available to us, and it's going to take the better part of at least five years, if not a decade, to ​ get those governments there. Those governments are going to look into trusted partners like ​ MAXIMUS to help them move along. ​ ​ We've had dozens and dozens of examples of early successes in that regard. We've built ​ applications such that with some of our state clients, their citizens are able to renew their ​ participation or sign up for participation in their Medicaid program and other programs, so we're ​ quite excited about that. Is that helpful, Richard? ​ ​ Richard Close: Thank you, yeah. Thank you. ​ ​ Lisa Miles: Thanks, Richard. The next question, please. ​ ​ Operator: Our next question is from Dave Styblo with Jefferies. ​ ​ Dave Styblo: Hi there. Good morning. Thanks for the questions. I joined the conference quite ​ late, so I apologize if this has been asked in advance, but could you guys a talk a little bit more ​ about the macroenvironment where we're sort of in the single digits growth environment that ​ you characterized over the past few quarters? Do you have a little bit more color or visibility as ​ to things that might be evolving, where that number might be changing at this point as you go ​ forward. Not, obviously, for '18 but maybe for

'19 or '20 such that you might be in a range to ​ return to the 10%-ish type growth that you've had in the past. ​ ​ Obviously, the new work in the pipeline stabilized of declining, so that was a good sign, but ​ curious to hear any other anecdotes that you can provide about your confidence in the topline ​ environment returning to what used to be. ​ ​ Rich Montoni: Yeah, Dave, I think that's a great question, and when we think about in the ​ vicinity of 10% growth, a couple of thoughts come to mind. I just touched upon the macros, so I ​ think the important thing for people to understand is that the macros remain in place. If anything, ​ I think they're gaining in significance. ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 21 ​ ​ ​ But also concurrent with that, I think to get back to a double-digit growth rate, I think it requires ​ more than simply the same solution to the same customers. To that end, we are working on the ​ new solutions, we're working on the adjacencies platforms and other opportunities. ​ ​ So getting back to my prior answer, is going to be new geographies, strategic acquisitions will ​ play a role in that, and that will lead and complement new service offerings. So I think as we go ​ forward, we will see that as we move into these new adjacencies successfully--and it will take ​ two or three adjacencies as we pursue new opportunities--I think that provides additional lift to ​ our existing strong book of business, which I think is the first way to grow a business; just keep ​ and service your existing customers. ​ ​ And I think, as demonstrated in this past quarter, we're doing a really good job in that context. ​ So concurrent with, I'll say, a thaw in the pause and adding new capabilities and looking for new ​ geographies with new capabilities, I think you've got the raw materials there, the raw ingredients ​ to get to double-digit growth. ​ ​ Dave Styblo: Okay, that's helpful. And then the follow-up question would just be on the ​ earnings tailwinds that you might have from these new contracts that are creating initial drag. I ​ think it was $.12 or $.13 or so in fiscal year '18. How much revenue was associated with that ​ drag and how do we think about that as a boomerang? ​ ​ I think back to the slide a few years ago where you guys had started up three or four really large ​ contracts and there was quite a bit of pressure early on. I think you actually called it a ​ boomerang slide where earnings would improve in the out year. I'm curious to understand what ​ sort of boomerang effect these contracts have and how much new revenue is associated with ​ them. ​ ​ Rich Montoni: Okay. I think that's a fair question. I think Rick Nadeau touched

upon that a few ​ minutes ago, but Rick, you want to field that? ​ ​ Rick Nadeau: Yeah. The new revenue component of that would be about $25 to $30 million ​ total. Revenue for the contracts that are related to those startups is really in the $80 to $100 ​ million range. With these outcome-based payments, what you will find is that those outcome-​ based payments will be zero right at the beginning because you haven't reached the ​ milestones. ​ ​ Your milestones will improve over time, so if you go forward FY '19, you should be able to take ​ the startup losses back toward breakeven. And then over time, you'll get yourself to a more ​ normal part. No different than we had with the HAAS contract, where we started off in a loss ​ ​



 

MAXIMUS Fiscal 2017 Fourth Quarter Conference Call ​ November 9, 2017 ​ Page 22 ​ ​ position in the first year, we then had high single digits in the last year, in the second year, and ​ then we moved up into the more targeted range in the third year. ​ ​ You're going to see the same kind of effect over time, but in this particular case, we'll go from ​ start-up losses to a more breakeven type of range in '19 and then towards 10%, which is our ​ normal human services margin. ​ ​ Dave Styblo: Okay, thanks much. ​ ​ Rich Montoni: Good? Good. Next question. ​ ​ Operator: Ladies and gentlemen, we have reached the end of the question and answer session ​ for today's call. MAXIMUS thanks you for your time and participation. You may disconnect your ​ lines at this time. ​ ​ ​
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2​ Forward-looking Statements & Non-GAAP Information​ These slides should be read in conjunction with the Company’s most recent earnings press release, along with ​ listening to or reading a transcript of the comments of Company management from the Company’s most recent ​ quarterly earnings conference call.​ This document may contain non-GAAP financial information. Management uses this information in its internal ​ analysis of results and believes that this information may be informative to investors in gauging the quality of our ​ financial performance, identifying trends in our results, and providing meaningful period-to-period comparisons. ​ These measures should be used in conjunction with, rather than instead of, their comparable GAAP measures. For ​ a reconciliation of non-GAAP measures to the comparable GAAP measures presented in this document, see the ​ Company’s most recent earnings press release.​ Throughout this presentation, numbers may not add due to rounding.​ A number of statements being made today will be forward-looking in nature. Such statements are only predictions ​ and actual events or results may differ materially as a result of risks we face, including those discussed in our SEC ​ filings. We encourage you to review the summary of these risks in Exhibit 99.1 to our most recent Form 10-K filed ​ with the SEC. The Company does not assume any obligation to revise or update these forward-looking statements ​ to reflect subsequent events or circumstances.​ ​



 

3​ Total Company Results: Q4 FY17 Compared to Q4 FY16​ • Q417 revenue was a little bit better than ​ expected due to:​ − Strong Health Segment delivery​ − Higher level of pass-through ​ revenue from Australian operations​ • Q4 diluted EPS were $0.81 and better-​ than-expected, primarily due to lower ​ income tax rate​ FY17 was defined by good execution, a ​ healthy portfolio of contracts, solid ​ margins and record cash generation​ Revenue​ Health Segment 355.3$ 342.1$ 4%​ Federal Segment 127.3 146.7 (13%)​ Human Segment 138.2 134.3 3%​ Total 620.9$ 623.1$ 0%​ Operating Income​ Health Segment 57.0$ 50.9$ 12%​ Federal Segment 13.6 18.6 (27%)​ Human Segment 10.8 14.5 (26%)​ Segment Income 81.4$ 84.0$ (3%)​ Intangibles amortization (2.7) (3.4) ​ Acquisition expense (0.1) (0.3) ​ Gain on sale of business - 0.4 ​ Other (1.0) 0.6 ​ Total 77.6$ 81.3$ (5%)​ Operating Margin % 12.5% 13.0%​ Income Tax Rate 29.9% 36.5%​ Net Income attributable to ​ MAXIMUS 53.3$ 50.7$ 5%​ Diluted EPS - GAAP 0.81$ 0.77$ 5%​ ($ in millions, ​ except per share data)​ Q4 FY17 Q4 FY16 % Change​ ​



 

4​ Total Company Results: FY 2017 Compared to FY 2016​ • Revenue growth driven primarily by Health Segment, ​ offset by expected declines from U.S. Federal Services ​ Segment due to a contract that ended in April 2017​ • Operating margin increased 90 basis points ​ • Net income & GAAP diluted EPS were favorably ​ impacted by lower tax rates resulting from: ​ − Research & Development tax credits for tax returns ​ for years prior to FY17, but recorded in Q3 FY17​ − Tax benefits from equity compensation from a new ​ accounting standard* that went into effect this year ​ • Lower tax rate provided benefit of ~$0.14 of diluted EPS; ​ excluding these tax rate benefits, adjusted EPS for FY17 ​ would have been $3.03 per share​ • We recommend this baseline in order to draw an apples-​ to-apples comparison​ *The standard requires recognition of windfall gain from vesting of stock ​ compensation awards in income statement, rather than statement of stockholders’ ​ equity. These tax benefits previously were recorded as an adjustment to equity. ​ Revenue​ Health Segment 1,380.2$ 1,298.3$ 6%​ Federal Segment 545.6 591.7 (8%)​ Human Segment 525.2 513.3 2%​ Total 2,451.0$ 2,403.4$ 2%​ Operating Income​ Health Segment 215.2$ 185.0$ 16%​ Federal Segment 65.0 63.4 3%​ Human Segment 48.6 47.7 2%​ Segment Income 328.8$ 296.1$ 11%​ Intangibles amortization (12.2) (13.4) ​ Acquisition expense (0.1) (0.8) ​ Gain on sale of business 0.7 6.9 ​ Other (3.7) (2.2) ​ Total 313.5$ 286.6$ 9%​ Operating Margin % 12.8% 11.9%​ Income Tax Rate 32.5% 37.0%​ Net Income attributable to ​ MAXIMUS 209.4$ 178.4$ 17%​ Diluted EPS - GAAP 3.17$ 2.69$ 18%​ EPS Adjustment ​ (FY17 Tax Benefit) (0.14)$ -$ ​ Adjusted Diluted EPS 3.03$ 2.69$ 13%​ ($ in millions, ​ except per share data)​ FY17 FY16 % Change​ ​



 

5​ Health Services Segment​ Revenue ​ • Q4 and FY17 growth was attributable to expansion of existing contracts and, to a lesser extent, new work​ • Majority of growth in FY17 was organic​ • On constant currency basis, FY17 revenue would have grown 9%​ Operating Margins ​ • Q4 and FY17 were strong ​ • Margin expansion in both Q4 and FY17 was driven by expected year-over-year improvements in the Health ​ Assessment Advisory Service contract and accretive revenue growth​ U.K. Health Assessment Advisory Service Contract ​ • Pleased that we reached agreement with our U.K. client on exercise of two option years for the Health ​ Assessment Advisory Service – this extends our contract through February 2020​ Revenue​ Health Services 1,380.2$ 1,298.3$ 6% 355.3$ 342.1$ 4%​ Operating Income ​ Health Services 215.2$ 185.0$ 16% 57.0$ 50.9$ 12%​ Operating Margin % 15.6% 14.3% 16.0% 14.9%​ % Change($ in millions) Q4 FY17 Q4 FY16 % ChangeFY17 FY16​ ​



 

6​ U.S. Federal Services Segment​ Revenue​ • Segment finished the year largely as expected​ • Lower revenue was driven predominantly by a large subcontract that came to an end in April 2017 ​ for work performed for U.S. Department of Veterans Affairs – revenue contribution from this ​ contract was $63M lower in FY17 compared to FY16​ Operating Margins​ • Improvement was primarily due to contract mix as a result of increased revenue from ​ performance-based contracts​ Revenue​ U.S. Federal Services 545.6$ 591.7$ (8%) 127.3$ 146.7$ (13%)​ Operating Income ​ U.S. Federal Services 65.0$ 63.4$ 3% 13.6$ 18.6$ (27%)​ Operating Margin % 11.9% 10.7% 10.7% 12.7%​ ($ in millions) Q4 FY17 Q4 FY16 % ChangeFY17 FY16 % Change​ ​



 

7​ Human Services Segment​ Revenue​ • Q4 and FY17 growth driven by Australian operations, which included a higher level of pass-through revenue​ • Growth was partially offset by expected revenue declines in U.K. from Work Programme, which is coming to an end​ Operating Margins​ • Operating margin was largely as expected and reflects a combination of expected declines in U.K. Work ​ Programme and increased pass-through revenue in Australia​ New Contracts​ • Pleased to announce we recently won several new contracts in Human Services Segment​ • These contracts are expected to temper FY18 operating income by ~$11M to $13M (or ~$0.12 of diluted EPS)​ • As a reminder, these contracts have outcome-based payments that will take time to achieve. Accordingly, no ​ outcome-based payments will occur in the early months of these contracts and will increase over time. Once ​ mature, these contracts should have a steady flow of outcome-based payments​ Revenue​ Human Services 525.2$ 513.3$ 2% 138.2$ 134.3$ 3%​ Operating Income ​ Human Services 48.6$ 47.7$ 2% 10.8$ 14.5$ (26%)​ Operating Margin % 9.2% 9.3% 7.8% 10.8%​ % Change($ in millions) Q4 FY17 Q4 FY16 % ChangeFY17 FY16​ ​



 

8​ DSOs and Cash Flows​ $ in millions FY17​ Cash flow from operations $337​ Cash paid for property, equipment & capitalized software ($24)​ Free cash flow $313​ Adjusted EBITDA* $401​ Days Sales Outstanding (DSOs)​ • 63 days at September 30, 2017, better than our targeted range of 65 to 80 days​ Cash Flows​ • Strong cash collections helped fuel record cash flow from operations and ​ free cash flow for FY17, both of which exceeded our guidance​ • We also benefitted from solid net income, including impact of tax credits ​ and lower tax rate for the year​ *A reconciliation table is included in the Company’s press release​ ​



 

9​ Cash, Uses of Cash and Capital Allocation​ FY17 Share Repurchases​ • Repurchased ~558,000 shares of MAXIMUS common stock for $28.9M; ~ $110M remaining under Board-​ authorized program at September 30, 2017​ FY17 Balance Sheet​ • Ended FY17 with cash and cash equivalents of $166.3M and no material debt​ • In September 2017, we extended the life of our credit facility to September 2022, which allows us to borrow up ​ to $400M; facility has an accordion feature for up to an additional $200M ​ Capital Allocation and Uses of Cash​ • Balance sheet offers flexibility to make right investments in order to best create long-term shareholder value​ • Priorities remain unchanged, with our primary near-term interest being strategic M&A​ • Actively looking at a number of targets, but valuations have been high and we have resisted paying what we ​ view to be inflated prices​ • We believe that any positive movement on tax reform and corporate tax rates may help stimulate M&A activity​ • Other uses of cash: quarterly dividend, opportunistic share buyback program and working capital investments​ Above all, we remain committed to uses of cash where we ​ can achieve returns in excess of our cost of capital​ ​



 

10​ FY17 Actual Results Compared to FY18 Guidance​ • FY18 revenue growth will ​ be driven by Health ​ Services Segment​ • FY18 GAAP diluted EPS ​ includes detrimental ​ impacts of contracts in ​ start up ($11M to $13M of ​ pre-tax income)​ • Midpoint of detrimental ​ impacts is $12M or $0.12 ​ diluted EPS​ • Excluding the $0.12 ​ impacts, adjusted diluted ​ EPS for FY18 would range ​ between $3.07 and $3.27; ​ this compares to adjusted ​ diluted EPS of $3.03 for ​ FY17​ Supplemental Bridge Table FY18​ ($ in millions, except per share data) Guidance Range​ Revenue 2,451$ 2,475$ 2,550$ 1% 4%​ GAAP Operating Income 314$ 303$ 324$ ​ Operating Margin % 12.8% 12.2% 12.7%​ GAAP Diluted Earnings Per Share (EPS) 3.17$ 1 2.95$ 2 3.15$ 2 (7)% (1)%​ FY17 Tax Benefits (0.14)$ ​ FY18 Projected Start-up Impacts 3 0.12$ 0.12$ ​ Adjusted Diluted EPS 3.03$ 4 3.07$ 3.27$ 1% 8%​ Implied Adjusted Operating Margin % 12.8% 12.7% 13.2%​ 1 FY17 GAAP diluted EPS reflects a 32.5% tax rate.​ 4 FY17 diluted EPS adjustments exclude events in 2017 that will not occur to the same extent in 2018 (including research & development tax credits ​ related to prior years and the application of ASU No. 2016-09. The tax benefit of the application of ASU No. 2016-09 is much higher in 2017 than it is ​ anticipated to be in 2018.) The $0.14 benefit is calculated by using the estimated $10 million in tax savings, divided by the weighted average shares ​ outstanding at September 30, 2017.​ 2 FY18 GAAP diluted EPS reflects a 35.5% tax rate.​ 3 FY18 diluted EPS adjustments remove forecasted detrimental impacts to operating income (ranging from $11M to $13M) related to contracts in ​ start-up in the U.S., U.K. and Australia.​ FY17​ Actual Results​ Implied Year/Year ​ Growth​ Low High Low High​ ​



 

11​ Backlog, Quarterly Trends, Operating Margins​ Backlog​ • At September 30, 2017, we had $5.7B in backlog​ • With a high level of visibility into our forecasted revenue for FY18, we estimate that ~94% of our forecasted FY18 ​ revenue is already in the form of backlog, options or extensions (based on the mid-point FY18 revenue guidance)​ Quarterly Financial Trends​ • Anticipate revenue will be stronger in 1H FY18 vs, 2H FY18 driven by two items:​ − First, temporary work in our U.S. Federal Services Segment, as a subcontractor to CSRA, in support of disaster ​ relief efforts. We have forecasted this short-term work based on facts and circumstances today, we may ​ experience fluctuations on this subcontract ​ −Second, a pending change order in the Health Segment (disclosed Q3 FY17) is now expected to be recognized ​ in Q1 FY18 ​ • On the bottom line, expect Q1 FY18 will be lower than Q4 FY17 because we expect a more normalized tax rate​ Operating Margins by Segment​ • Health Services Segment: Full-year margins at or above mid-point of targeted range of 10% to 15%​ • U.S. Federal Services Segment: Full-year margins towards the low to mid-point of targeted 10% to 15% range​ • Human Services Segment: Full-year margins in the single digits (due to detrimental impacts from start-ups)​ ​



 

12​ Guidance Methodology & Natural Attrition​ Attrition​ • Vast majority of contracts provide highly visible recurring revenue streams; we also manage the impact ​ of normal course attrition each year​ • Over last five years, we estimate revenue attrition impact from 5% to 10% each year​ • For FY18 specifically, three main attrition factors:​ 1. Rebid losses or work that is going away. This includes acquired Acentia work (U.S. Federal ​ Segment) where we are no longer able to bid some of this work because the contracts are ​ designated for small businesses. At this point, most of this has rolled off. ​ 2. Work that has been rebid or extended but at a lower rate ​ 3. Forecasted changes in volumes​ This is an important element to consider when investors are modeling our results.​ Factors that shape our annual guidance​ Timing of new work Impact from start-up operations​ Contract mix and maturity Change orders​ Rebid wins at a lower revenue base or ​ operating margin​ Temporary contracts that provide a short-term boost ​ (but we hope create a downstream opportunity)​ Lost contracts or contracts we choose not to rebid Contracts that are coming to an expected end​ ​



 

13​ Income Tax Rate Estimate & Cash Flow Guidance​ Fiscal 2018 Cash Flow Guidance​ Cash provided by operations $200M - $250M​ Free cash flow $170M - $220M​ • For FY18, we estimate income tax rate will range between 35% and 36%; final rate will ​ ultimately depend on mix of operating income contribution from our various tax jurisdictions ​ and the closing price of MAXIMUS common stock on September 30, 2018​ • For FY18, we assumed weighted average shares outstanding of 66.5 million​ ​



 

14​ Richard Montoni​ Chief Executive Officer​ November 9, 2017​ Helping Government Serve the People®​ ​



 

15​ Finished FY17 on Firm Footing​ • Finished 2017 on firm footing, with healthy ​ operating margins and record cash flow​ • Today’s presentation will cover:​ − ACA open enrollment period ​ − New work awards that provide paths to ​ long-term growth​ − Successful rebids that help protect the base​ ​



 

16​ Affordable Care Act (ACA) Update​ • Open Enrollment began November 1st​ • Early press coverage included initial reports from the ​ federal marketplace and several state-based exchanges ​ show more Americans signing up for coverage at a ​ higher rate than last year​ • We are seeing similar early trends during the first few ​ days of open enrollment at our state-based exchange ​ contact centers, with slightly higher call volumes ​ compared to last year​ • Hard to speculate why volumes are a little bit higher; ​ anecdotally, we have received incoming calls from ​ consumers who think they may be losing coverage as a ​ result of the legislative efforts to repeal and replace ACA​ ​



 

17​ New LTSS and Workforce Contracts​ Expanded Long-Term Services & Supports Business​ • Won three new contracts for pre-admission screening ​ and resident review (PASRR) services​ • Assessments help ensure appropriate placements in a ​ nursing facility or community-based setting and that ​ individuals receive required services, regardless of ​ placement​ • Awaiting final execution of each contract and are ​ unable to share financial details ​ • These key wins enhance our position as a leading ​ provider of LTSS assessments ​ Actively planting seeds for long-term growth; for example, applying core competencies to new programs and clients​ Launched Indiana Workforce Services Project​ • Six-year, ~$50M statewide contract​ • Case management, employment and retention ​ services to public program beneficiaries​ • Indiana has a pending waiver to move its ​ voluntary Medicaid work requirement to one that ​ is mandatory for certain beneficiary populations​ • New contract is not related to Medicaid work ​ requirements, but MAXIMUS now offers both ​ health and human services in a state that has ​ been at the forefront of work requirements​ ​



 

18​ New Disability Employment Services Contracts​ Work & Health Programme in Wales​ • Seven-year, ~$45M USD contract expected to ​ launch in December 2017​ • Employment support for unemployed individuals ​ and those with health conditions or disabilities​ • More holistic approach to help individuals ​ overcome certain barriers to employment​ • 75+ delivery locations, offering personalized and ​ integrated support to 16,000 job seekers ​ Congratulations to our business development and operations teams for these strategic additions. ​ These wins are good news, but some of the start-ups will temper FY18 earnings. ​ Fair Start Programme in Scotland​ • Three, five-year contracts, with a combined annual run ​ rate of ~$6M USD​ • Seeking to close employment gap between people ​ with disabilities and mainstream working population​ • Creating support plans and equipping individuals with ​ the right skills to move into sustainable employment​ • More than half of our staff in Scotland has a declared ​ disability or health condition, so we bring a unique ​ understanding to this socially important program​ ​



 

19​ Protecting the Base – Key Rebids & Contract Extensions​ • California​ − 10-year renewal for Medicaid enrollment broker (EB); term started last month and runs through June 2027​ − Annual revenue for FY18 is expected to range between $75M and $80M​ − MAXIMUS has served as California’s enrollment broker since 1996, providing conflict-free choice counseling to ​ more than 12M participants each year​ • Texas and Michigan ​ − Texas EB contract has been formally extended through August of 2018 ​ − Michigan EB contract has been extended for five years​ − We do not expect any material change to the annual run rate for either contract​ • United Kingdom​ − DWP exercised its option to extend our Health Assessment Advisory Service contract​ − Extends our work through February 2020​ − Delivered key service-level improvements and are proud of the significant progress made​ New awards and rebids provide a nice addition to our healthy and stable portfolio and reflect governments’ ​ confidence in our ability to operate efficient and effective programs that achieve intended outcomes.​ These well-rooted contracts represent the stable base of our portfolio of contracts. ​ ​



 

20​ New Awards September 30, 2017​ YTD Signed Contracts $2.8B​ Additional Unsigned Contracts $1.3B​ Sales Opportunities September 30, 2017​ Total Pipeline* $2.4B​ * Reported pipeline only reflects short-term opportunities where we believe ​ request for proposals will be released within next six months​ New Awards, Sales Pipeline & Rebids​ In Q4 signed $1B of awards​ Pipeline Comparison: New Work vs Recurring Work ​ Pipeline: Looking forward ​ Our analysis of our longer-term pipeline indicates that ​ our reported pipeline will return to more normalized ​ levels next quarter​ In Q4 notified of award on another $1B of pending ​ contracts driven by California and Michigan rebids​ Pipeline sequentially lower due to high level of work ​ converted into awards; backfilled pipeline with just under ​ $1B of additional opportunities that we are now tracking​ Rebids: ​ • Won or were extended on vast majority of ​ our FY17 rebids (including three largest ​ opportunities); a few are still pending​ • FY18 is shaping up to be a typical year in ​ terms of rebids with ~$850M of total base ​ contract value up for rebid in FY18​ Total Pipeline New Recurring​ Q3 FY17 $3.3B $1.3B $2.0B​ Q4 FY17 $2.4B $1.4B $1.0B​ ​



 

21​ Conclusion​ • Continue to feel lingering effects of industry pause ​ but taking advantage of the time to position ​ MAXIMUS for next wave of growth; have ​ experienced similar pauses in the past​ • Ended the year on a positive note with key rebid ​ and new work wins; remain focused on encouraging ​ longer-term macro environment​ • Believe governments will continue to seek solutions ​ to manage aging populations, individuals with more ​ complex health needs, and growing caseloads in a ​ more cost-effective and efficient way​ Growing in current core markets​ Moving into next set of adjacent markets​ Incorporating new platforms​ Three-pronged approach designed to ​ bring us more in-line with our long-term ​ growth targets:​ Thank you to our 20,000+ employees around the world: their dedication to providing the highest ​ quality of services to our clients, as well as to the citizens served by the programs we operate, is very ​ much appreciated and key as we strive to deliver shareholder value. ​ ​



 


