MAXIMUS
11419 Sunset Hills Road
Reston VA 20190

June 18, 2010

United States Securities and Exchange Commission
Division of Corporate Finance — Mail Stop 3010
Washington DC 20549

Dear Ms. Monick,
In response to your letter of June 3, 2010, our responses are below.
In addition, we acknowledge that:

The Company is responsible for the adequacy and accuracy of the disclosure in the filing;

Staff comments or changes to disclosure in response to staff comments do not foreclose the Securities and Exchange Commission from taking any action with
respect to the filing;

The Company may not assert staff comments as a defense in any proceeding initiated by the Securities and Exchange Commission or any person under the
federal securities laws of the United States.

Note 13, Shareholders’ Equity
We note you corrected an error related to stock-based compensation expense. Please tell us how you have complied with ASC 250.

We note your response to prior comment three and request that you provide us with a more robust analysis of materiality related to the $2.2 million stock-based compensation
charge recorded during the first quarter of fiscal 2008. In your response, please provide us with a thorough materiality analysis which is performed at the segment level and
which addresses the impact to both income from continuing operations and net income. Additionally, help us to understand what you, your investors and analysts were
focusing on during the earnings calls during 2007 and 2008. Please tell us if the focus was on earnings including or excluding these “unusual and infrequently occurring
items.” Your response should include excerpts from your earnings calls. Finally, provide us with samples of analysts’ reports for 2007, 2008 and 2009 and be sure to provide
samples from quarters that were most relevant to the $2.2 million adjustment.

Analysis of materiality
In providing a more robust analysis of the materiality of the charge, we will provide certain information from our previous submission for ease of review.

In correcting the stock based compensation in 2008, management considered the effect of the Stock-Based Compensation Adjustments (“SBC Adjustments”) on the financial
results for 2006, 2007 and 2008, as well as the effects of the SBC Adjustments on the trend of earnings and other factors. In performing this evaluation, management also
considered the effects of the SBC Adjustments on the results as stated for the business as a whole. The SBC Adjustments were recorded in the first quarter of fiscal year
2008. The Company’s Systems segment was discontinued in the fourth quarter of fiscal 2008. Since the correction occurred prior to the discontinued operations of the
Systems segment, management based its judgment on materiality upon the financial information that existed prior to the financials being recast for discontinued operations.
Appendix 1 shows the SBC Adjustments by segment both before and after the discontinued operations recast the financial results. In the appendices to this letter, we provide
financial and segment analysis relative to the SBC Adjustments as if the Systems segment was not discontinued. We have also provided the SBC Adjustments relative to
continuing operations, which reflects the SBC Adjustments and segment information after the financials were recast for the discontinued operations.

In performing the evaluation, management concluded that the SBC Adjustments were not material to any of the periods affected. This is true with or without the decision in
fiscal year 2008 to discontinue the systems segment.

That evaluation included consideration of the guidance related to materiality included in ASC 250-10-S99 (SAB Topic 1.M). In conjunction with that guidance, we
considered both the quantitative and qualitative factors in concluding that the amounts were not material.

Quantitatively, we considered the following when reviewing the SBC Adjustments relative to consolidated results:

We compared the SBC Adjustments to the revenue and income to determine materiality. During the years affected by the SBC Adjustments, management and industry
analysts adjusted income for certain unusual and infrequently occurring items. Appendix 6 provides the components of these unusual and infrequent adjustments and
operating income trends without these items. The primary driver for the adjustments was the economic impact of an unfavorable contract with Accenture to provide
services to the Texas HHSC. This subcontract generated large losses and a write-off of deferred contract costs. The Accenture subcontract was terminated during the
second quarter of fiscal 2007 and became a legal matter. The work performed under this subcontract was replaced with a new contract that the Company entered into
directly with the State of Texas, which returned the operations to profitability in the third quarter of fiscal 2007. The Accenture subcontract was a major driver of the
legal and settlement expense. The subcontract and its related litigation represented a significant contingency to the Company and was a major focus of industry
analysis aside from the

Company’s core business operations. In addition, during these years, the Company reached a large settlement with the Department of Justice and realized a gain on
the sale of an owned office building. These items were separately identified in their relevant periods, with their effects on operating income and EPS communicated to
the public. When management and industry analysts evaluated the Company’s performance and assessed its future prospects, it was done by adjusting income for
these unusual and infrequently occurring items and then separately identifying and evaluating the Texas subcontract contingency. Accordingly, in our analysis, we
have adjusted income from continuing operations in each period to reflect these items.

Prior to the problems under the Texas subcontract, the Company had never recorded a loss as a public company and had recorded net income in excess of $35 million
in each of the five fiscal years prior to 2006. Similarly, the Company returned to its previous high levels of profitability in fiscal 2009 and YTD fiscal 2010. The SBC
Adjustments as a percentage of historical results would also not be material. Management’s adjustments for unusual and infrequent events, when adjusted out from
net income, would show the Company recording levels of income consistent with those both prior to fiscal 2006 and subsequent to fiscal 2008. For this reason,
management considers this adjusted income to be a more appropriate basis for measuring materiality, based upon the focus of the analysts and investor community on
the adjusted results.



We compared the SBC Adjustments to the revenue and income of the business as recorded in 2006 and 2007 prior to the discontinued operations and to the 2008
financial results as they would have been stated if we did not recast our financials for discontinued operations. As noted above, at the time of the correction, these were
the basis for management’s assessment of materiality. This analysis of SBC Adjustments compared to financial results prior to recasting for the discontinued
operations is provided in Appendix 2. In no year do the SBC Adjustments exceed 0.3% of revenue, or 3.5% of adjusted income. Based upon this analysis, we do not
consider the SBC Adjustments to be material.

Management compared the SBC Adjustments to revenue, income from continuing operations and net income based upon the financial results of the business following
discontinued operations at the end of 2008. Those financial results were disclosed in our Annual Report on Form 10-K for the year ended September 30, 2008, filed
with the SEC on December 15, 2008. The analysis is summarized on Appendix 3. In no year do the SBC Adjustments exceed 0.3% of revenue, or 3% of adjusted
income from continuing operations. In addition, the tax-effected SBC Adjustments never exceed 5% of net income. Based upon this analysis, we do not consider the
SBC Adjustments to be material.

Quantitatively, we considered the following when reviewing the SBC Adjustments relative to segment results:
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The segment analysis at Appendix 4 is prepared as if we did not recast our financials for discontinued operations, consistent with the analysis provided at Appendix 2.
The segment analysis provided at Appendix 5 is prepared consistent with fiscal 2008 year-end financials that treat the systems segment as discontinued. Appendix 5 is
prepared on a basis consistent with Appendix 3. When evaluating segment information, management concluded that the SBC Adjustments were not material to any of
the periods affected. This is true with or without the decision in fiscal year 2008 to discontinue the Systems segment.

For all segments, relative to all years, the effects of the SBC Adjustments are less than 1% of revenue. This calculation is shown at Appendixes 4 and 5. Based upon
this segment analysis, we do not consider the SBC Adjustments to be material.

The Operations Segment is the dominant segment by either revenue or operating income measures. The SBC Adjustments for this segment range between 1.0% and
2.1% of operating income adjusted for the Texas subcontract. Based upon this segment analysis, we do not consider the SBC Adjustments to be material to the
operating income for the Operations segment.

In all years, the Systems segment recorded a loss and in certain periods operated at near-breakeven. Accordingly, it would be inappropriate to use operating profit as a
measure of materiality. In no year do the SBC Adjustments change the loss to profit. Based upon this segment analysis, we do not consider the SBC Adjustments to
be material to the operating income for the Systems segment. The Systems segment was discontinued in the fiscal year in which the correction was made.
Accordingly, it is included in discontinued operations and had no impact to continuing operations.

The impact the SBC Adjustments had on the Consulting segment in fiscal year 2007 was less than 5% of operating income and was immaterial. For fiscal year 2006,
prior to the recast detailed on Appendix 4, the effect of the SBC Adjustments would have been less than 5% of operating income. Similarly, fiscal year 2008, prior to
the recast, had an operating loss and is an inappropriate measure for materiality and the adjustment would not change the perception held by shareholders or the
investment community that the segment results were marginal. Since the correction occurred prior to the discontinued operations of the Systems segment, management
based its judgment on materiality upon financial information prior to the financials being recast. The effect of the SBC Adjustments on Consulting segment profit
margin after discontinuing the Systems segment would be to reduce fiscal 2006 margin by 0.3% to 3.9% and increase the fiscal 2008 margin by 0.6% to 1.8%.
Management believes that a reader of the financial statements will still view the SBC Adjustments as immaterial to the Consulting segment. Based upon this segment
analysis, we do not consider the SBC Adjustments to be material to the operating income for the Consulting segment.

As part of the qualitative analysis, we considered the following:

The SBC Adjustments do not significantly change, or mask changes, in earnings or other trends at the consolidated or segment level.

Analysts historically review results adjusted for certain items discussed above and the SBC Adjustments would not impact their assessments.

The SBC Adjustments would not move the Company between income or loss in any periods affected.

The SBC Adjustments do not affect any compliance matters, including compliance with debt covenants.

The SBC Adjustments do not affect management compensation and represent a non-cash item.

The SBC Adjustments do not represent any unlawful or fraudulent transactions.
Upon our conclusion that the amounts were not material, we considered the guidance of ASC 250-10-S99-3 related to immaterial adjustments. The example in SAB Topic
5.F. states that, if an accounting change does not have a material impact in the financial statements, the cumulative effect of the change should be included in the income
statement for the period in which the change is made. In accordance with that guidance, the full amount of the change is reflected in the period in which it was made.
Finally, we note that the SBC Adjustments and their correction were fully and appropriately disclosed in the footnotes to our financial statements allowing the user of the
statements complete transparency into our operating results. In our Annual Reports on Form 10-K, the SBC Adjustments are disclosed in Note 13 (page 55 of the 2009 10-K
and page 51 of the 2008 10-K) as well as within the MD&A (page 21 in 2009, page 20 in 2008). In our Quarterly Reports on Form 10-Q for 2008, the SBC Adjustments are
disclosed in the MD&A on page 15 of Q1 and Q2 and page 18 of Q3.
The focus of 2007 and 2008 earnings calls
During earnings calls and other communications to shareholders and analysts during 2007 and 2008, significant focus was placed upon the unusual and infrequently occurring

items. This information is of significant value to these parties in assessing the past performance of management and assessing the likely future prospects of the Company.
The breakdown of these charges (after-tax) was as follows:

2006




Q1 Q2 Q3 Q4 Total
Texas Contract — 1,392 20,754 7,742 29,887
Legal and Settlement Expense 303 439 5,492 (550) 5,683
2007
Q1 Q2 Q3 Q4 Total
Texas Contract 16,940 3,933 — (5,627) 15,246
Legal and Settlement Expense 1,815 3,691 19,965 1,414 26,885
2008
Q1 Q2 Q3 Q4 Total
Legal and Settlement Expense — 563 423 22,221 23,207
Gain on Sale of Building — — (2,382) — (2,382)
Goodwill impairment charge — — — 4,598 4,598
2009
Q1 Q2 Q3 Q4 Total
Legal and Settlement Expense — — (4,271) — (4,271)

In all quarters in 2007 and in the latter quarters of 2006 and 2008, the Company included an analysis of “Supplemental Pro Forma Information” which adjusted the
financial results of the Company from GAAP to an adjusted result excluding the effects of the Texas Project, Legal and Settlement Expense, the gain on sale of a
Company building, and a goodwill write-off. This was typically referred to as “adjusted” EPS or adjusted income before income taxes.

During 2007, the Company frequently referred to “Base Operations” in press releases and earnings calls. Base Operations was defined as the Company’s financial
results, excluding losses on the Texas Project and legal expenses. This term is also used by certain analysts in assessing the results of the business.

A summary of this supplemental information by fiscal year is provided at Appendix 6.

Specific quarterly matters are noted below:

Second Quarter 2006 (March 31, 2006)

The company’s earnings press release, issued on May 3, 2006 and filed as Exhibit 99.1 on Form 8-K on May 5, 2006, mentions losses in Texas and British Columbia.
In addition, the transcript of the subsequent conference call was filed as Exhibit 99.2 in the same Form 8-K. The Texas subcontract is mentioned in both the press
release and the call (“In the current quarter our Texas project lost $2.3 million and we expect losses to continue for the rest of the year” David Walker’s comments, p4
of transcript).

The focus of the analysts Q&A and the subsequent analyst coverage made significant mention of the Texas subcontract. During the call, a number of questions were
asked by analysts with a clear view to the potential future impact of the Texas subcontract:

“If you look at the more conservative earnings, could you give us some sort of magnitude of what potentially could be Texas-related?” Cynthia Houlton, RBC, p9 of
transcript

“Can you comment on what gets capitalized versus what gets expensed and can you tell us how much you lost on the Texas business in this March quarter?” Thatcher
Thompson, CIBC, p10

“Could you maybe discuss a little more about when you talked about Texas?” Tom Meagher, Friedman Billings, p12

“You lost $2.3 million in the second quarter. Now in your current guidance, do you expect those losses to stay at that same rate or double or can you quantify that for
us?” Bill Loomis, Stifel Nicolaus, p13

“I wanted to ask another question on Texas in terms of upcoming milestones that we should be focused on. ... What are the next milestones that we should be keeping
tabs on?” Jason Kupferberg, UBS, p15

At May 2006, the Company was aware of coverage from nine analysts — BB&T, CIBC, CJS Securities, FBR, Jefferies, KeyBanc, RBC, Stifel Nicolaus, and UBS.
These reports show a great deal of focus on large contracts, including Texas. As an example, we have included an analyst report from CIBC from this period at
Appendix 7. We draw your attention to comments on the second page where the analyst notes

“Q2 Focus On Large Contracts

“In Texas, the Company lost $2.3m on $10m of revenue from the contract in the second quarter. MAXIMUS is a subcontractor to Accenture on this large Welfare
Eligibility contract. The Texas contract is the primary cause of concern in this quarter.”

Other analysts also focus on the Texas subcontract, with CJS noting that “We remain at market perform as we want to see how the Texas contract unfolds.” And
Jefferies stating “Investors may have to be patient while MAXIMUS works through the problems in the large Texas and BC contracts.”

It is clear from the analyst reports that the Texas subcontract was a matter of interest for that quarter and was expected to be of interest in future quarters.

In the Company’s own quarterly report on Form 10-Q, the Texas subcontract was included as a factor in the Company’s results on page 14 of Management’s
Discussion and Analysis. The Texas subcontract was also included in the Company’s risk factors in Exhibit 99.1 to the Form 10-Q.
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Third Quarter 2006 (June 30, 2006)

On June 21, 2006, the Company signed an amended subcontract with Accenture, the prime contractor in the Texas contract. As noted in a Form 8-K filed on June 27,
this resulted in significant additional charges and anticipated losses for the remainder of the 2006 fiscal year, with some further losses anticipated in 2007.



On June 27, 2006, the Company issued a press release and held a conference call open to the public which covered the financial impact of the amended subcontract, the
history and background of the project and the work breakdown and realignment of scope. The subsequent remarks by Richard Montoni, the Chief Executive Officer,
anticipated a pre-tax loss of $35M-$38M for the third quarter, including $18M of deferred contract cost expense. The call was attended by ten analysts, all representing
different firms. The attendance and questions asked on this call clearly indicate the level of focus on the Texas subcontract placed by the Company and its analysts.
The call transcript is included as an exhibit on the Form 8-K filed on June 27.

A number of analysts covered this call. By way of an example, we attach a copy of KeyBanc’s post-call comments as Appendix 8. In it, they clearly demonstrate their
focus on the Texas subcontract, noting “Based on management’s comments and updated guidance, we are reducing our 3Q06 estimates from $0.48 to a loss of $0.58.
For full year 2006, we are now forecasting EPS of $0.61 compared to our earlier estimate of $1.84. For 2007, we are modeling a loss of $15 million related to the
Texas contract and are reducing our [EPS estimates] from $2.15 to $1.75.”

The company issued an earnings press release on August 2, 2006 (filed as Exhibit 99.1 on Form 8-K on August 7, 2006) and confirmed a loss of $34.3M pre-tax on the
Texas subcontract and reiterated guidance on future expected losses. In addition, litigation charges of $9.1M were also noted. The three-month results were adjusted
on the final page to show the pre-tax expense and EPS effects of the Texas project operating loss, the write-off of Texas deferred subcontract costs, and the litigation
expense.

In a subsequent call with analysts on August 3, 2006, the Company led with the legal settlement and Texas project results.

“Last night we reported financial results, which excluding the legal settlement of $9.1 million were in line with our revised expectations for the quarter and we remain
on track for our updated full year guidance. As outlined in our June 27th conference call we were expecting total third quarter losses on the Texas project to be in the
range of 35 to $38 million [pre-tax]. The total third quarter booked loss on Texas was $34.3 million, of which $17.1 million related to the write-off of deferred

contract costs, and the remaining $17.2 million was the project’s operating loss in the quarter.”
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In questions that followed, there was an emphasis on results excluding Texas, as seen in these example questions from analysts:

“So you think this business, once you get back the Texas issues, and in terms of implementing your focus on the types of deals that you want to go after, you think you
can basically grow at around 10% with a 10% all in, FAS 123 operating margin, or that’s the target?” George Price, Stifel Nicolaus

“I’m assuming if you kind of exclude Texas from the equation, at least for now, and all your repositioning efforts start to bear fruit. Is that the right way to think about
it?” Jason Kupferberg, UBS

At August 2006, the Company was aware of coverage from eight analysts — CJS Securities, FBR, GARP, KeyBanc, RBC, Stifel Nicolaus, SunTrust and UBS. All
reports focused on the Texas project, including prospective issues, with some interest in the legal charge. We attach, as Appendix 9, an example from UBS which
includes, on page 4, the estimated impacts to EPS of the Texas project and the BC project, showing the focus of this analyst on individual contracts. In addition, on
page 5, the analysis of operating margin is performed after excluding the $9.1M legal charge, reflecting the analyst’s desire (in our opinion) to evaluate the business
excluding unusual and infrequently occurring events.

The Company’s quarterly report on Form 10-Q included a description of the Texas project costs (Note 11) and covered details of the legal charges (Note 5).
Fourth Quarter 2006 (September 30, 2006)

The company’s earnings press release, issued on November 15, 2006 and filed as Exhibit 99.1 on Form 8-K on November 20, 2006 included details of the Texas
project loss of $12.7M. The document also defined Base Operations — operations excluding legal settlements and Texas losses, and included a quarterly analysis of
EPS as reported compared to EPS on Base Operations.

In a subsequent call with analysts, the business led with the deferral of certain revenues into future periods. Following this, the focus was on the Base Operations. As
noted by the Chief Financial Officer, “In an effort to provide clear visibility into our business, we believe it was important to provide details on a quarterly basis on our
overall financial results for Base Operations, which we define to be our financial results excluding legal settlement expenses and the losses on the Texas project. We
believe this is particularly important when addressing our expectations for 2007.” There followed a breakdown of the EPS effects for the quarter and year for legal
and settlement expenses and the Texas project, before detail of Base Operations was covered.
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The questions that followed clearly showed a desire from analysts to break out and understand the Texas subcontract, particularly its effects in 2007. For example, in
addressing a question on the full year 2007 results, Jason Kupferberg of UBS asked “You have put some bounds around Texas, which is helpful — can you help us in
terms of putting some bounds around where you see free cash flow and DSO coming in for the full fiscal year?” Jamie Sullivan of RBC asked “Just a quick question
on Texas, on the revenue side. I know you said you’re assuming the existing operations with a range of losses. Should we assume that the revenue should run where it
is at current level?”

At November 2006, the Company was aware of coverage from seven analysts — BB&T, CJS Securities, FBR, GARP, Jefferies, Stifel Nicolaus, and UBS. By way of
an example, we include, at Appendix 10, the CJS Securities report. This shows an acknowledgement that, in analyzing current results and assessing future results, the
Texas contract must be broken out separately

“Pre-tax losses from the Texas contract totaled $12.7mm or $0.36 per share. Adding back the $0.36 and deducting the $0.03 legal settlement reimbursement results in
an “adjusted” fourth quarter EPS of $0.42 vs. our $0.36 estimate.” pl

“On a full year basis, reported EPS of $0.11 was impacted by $0.27 in legal settlement expenses, and $1.37 related to the Texas contract. Adding back these charges
results in an adjusted FY06 EPS of $1.76. We believe this is the base number that investors should focus on and the starting point for our fiscal (Sept) 2007
estimates.” pl

First Quarter 2007 (December 31, 2006)

The company’s earnings press release, issued on February 8, 2007 and filed as Exhibit 99.1 on Form 8-K on February 12, 2007, led with the Texas subcontract as a
significant driver in the results for the period (“Texas Project Impacts Results”). The effect of the Texas Project, as well as the legal charge which relates to the Texas
project, was covered in the opening paragraphs of the document. Much of the remainder of the earnings release discussed “Base Operations”, defined as operations
excluding the Texas project and legal expenses.



On February 8, 2007, the Company held a conference call open to the public to discuss its first quarter results. A transcript of this call was subsequently filed as
Exhibit 99.2 on Form 8-K on February 12, 2007. The opening remarks from both the Chief Financial Officer and Chief Executive Officer commenced with a detailed
discussion of the financial and operational impacts of the Texas subcontract and made use of the “Base Operations” term defined in the earnings release. In particular,
the Chief Financial Officer comments began:

“The Company reported first quarter revenue totaling $161.1 million and a net loss of $10.4 million, or $0.48 per diluted share. As outlined in this morning’s press
release, financial results
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were impacted principally by the Texas project which accounted for approximately $27 million [pre-tax] in losses, or $0.80 per diluted share.” p4
In a later paragraph, he added:

“For the last couple of quarters, we’ve been talking about performance of the Company’s base operations. We define base operations to be our financial results,
excluding losses on the Texas project and legal expenses. Base operations, which exclude Texas and legal expenses, delivered $0.32 per diluted share. The result of
base operations is lower than most analysts’ expectations because of a contract dispute on a Child Support implementation in Ontario.” p4

Follow up questions from five of the analysts cover either the Texas subcontract or Base Operations.

At February 2007, the Company was aware of coverage from seven analysts — CJS Securities, FBR, Jefferies, KeyBanc, Stanford, Stifel Nicolaus, and UBS. All
subsequent analyst reports focused on the Texas Project and a number adjusted the results of the business to exclude the losses recorded in the quarter for these
matters. As an example, we have included an analyst report from CJS Securities from this period as Appendix 11. We draw your attention to comments on the first
page where CJS adjusted results (“Excluding the losses from Texas and normalizing tax rate EPS would have been $0.39. Revenue was $17mm below our estimate
but again included $16mm of revenue that was written off””) and where CJS adjusted its forecast (“We are at the low end of consensus for FY 07 at $0.70 and with
guidance now at $0.40-$0.80 (our estimates included operating losses related to Texas, guidance includes those losses plus legal expenses and receivable and Ontario
write downs”). A clear indication of CJS’s focus on the Texas subcontract came in the final paragraph of p3 where they stated, “We expected the TX issue to be an
overhang on the stock and we continue to believe so... The biggest risk facing the company is if it is found to have the preponderance of the fault in TX and is forced
to pay material damages over and above the losses from the contract.”

In the Company’s own quarterly report on Form 10-Q, the breakdown of costs (on a pre-tax basis) was included on page 14 of Management’s Discussion and Analysis.
Second Quarter 2007 (March 31, 2007)

The Company’s earnings press release, issued on May 9, 2007 and filed as Exhibit 99.1 on Form 8-K on May 10, 2007, focused on Base Operations and the opening
paragraphs discussed two distinct charges related to the Texas subcontract, a $6.1M pre-tax charge for legal expenses and a $6.5M loss on the project operations.

On May 9, 2007, the Company held a conference call open to the public to discuss its second quarter results. A transcript of this call was subsequently filed as
Exhibit 99.2 on Form 8-K on May 10, 2007. The opening remarks from the Chief Financial Officer focused on three areas,
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namely losses on the Texas subcontract, legal charges and Base Operations. In subsequent comments he identified respective charges as $0.18 per diluted share and
$0.16 per diluted share, with Base Operations recording $0.45 per diluted share. The opening comments of the Chief Executive Officer all focused on the Texas
subcontract.

At February 2007, the Company was aware of coverage from nine analysts — CJS Securities, FBR, GARP, Jefferies, KeyBanc, Royal Bank of Canada, Stanford, Stifel
Nicolaus, and UBS. All analysts focused on Texas as the most significant event of the quarter and a number, including CJS, Jefferies, KeyBanc and Stanford used the
Company’s adjusted EPS number (EPS excluding the effect of the Texas subcontract and legal expenses) as the basis for their discussion. As an example, we have
included the call note from KeyBanc as Appendix 12. This document broke out the unusual items identified by the Company consistently with the earnings release
(“The Texas contract had a negative impact of approximately $0.18 on the bottom line, while provision for legal expenses diluted the earnings by approximately $0.16.
Excluding these losses, EPS in the quarter were $0.45.” The report also noted that the Texas subcontract is expected to be profitable in the third quarter, confirming the
focus placed upon this subcontract by analysts.

In the Company’s own quarterly report on Form 10-Q, the effect of the Texas subcontract in reducing overall income and segment income for the quarter was included
on page 12. The legal and settlement expense note on page 11 details the legal expenses for the period.

Third Quarter 2007 (June 30, 2007)

The Company filed its earnings press release, issued on August 7, 2006, as Exhibit 99.1 on Form 8-K on August 9, 2007. However, a significant, unusual item for the
quarter was a legal charge for $33M pre-tax which had been disclosed in a press release on July 23, 2007 (and filed as Exhibit 99.1 on Form 8-K on July 25, 2007).
The nature of the matter, which was included in other Form 8-K filings, reflected the significance of the matter to the Company’s financial results. The press release
identified an EPS effect of $1.30.

On July 24, 2007, the Company held a conference call open to the public to discuss matters relating to the legal charge. A transcript of this call was subsequently filed
as Exhibit 99.1 on Form 8-K on July 24, 2007. The call focused on the nature of the legal charge as well as the terms and conditions of the agreement, as well as the
Company’s review of strategic alternatives being explored. Much of the call was focused on the nature of the agreement and the review of strategic alternatives.

We are aware of six analyst notes following that call - Jefferies, KeyBanc, Royal Bank of Canada, Stanford, Stifel Nicolaus, and UBS. Most focused on the
implications of the strategic review and the valuation of the business but it is clear from the context that many of them saw the legal charge as a one-off event which

would be excluded from analyzing the value of the business. For example, in Appendix 13 we include a report from Jefferies & Company where guidance for
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EPS was given based upon pro forma numbers “after excluding earnings from the discontinued Texas and Ontario contracts and other one-time charges.”

Analysts also covered the earnings call for the quarter on August 7, 2007. For the most part, there were few questions or comments on the charge, probably as the



information had already been in the public domain for two weeks. However, all five analyst reports following this call (Jefferies, KeyBanc, Royal bank of Canada,
Stifel Nicolaus and UBS) provided the pro forma EPS for the period, adjusted for $1.30 of charges relating to the legal charge for the period.

There were no significant unusual and infrequent items during the fourth quarter of 2007.
First Quarter 2008

No significant unusual and infrequently occurring items were noted in this quarter. However, management did discuss the $2.2M stock-based compensation charge
while discussing SG&A expenses during the earnings call. This is on page 3 of the transcript of the call, which is filed as Exhibit 99.2 on Form 8-K on February 7,
2008.

“Moving on to SG&A expense in the quarter. The current SG&A as a percent of revenue is 18%. A full basis point in the current quarter or $2.2 million is related to
the correction of noncash stock-compensation from previous years related to the forfeiture calculation.”

There was a single follow-up question from Charles Strauzer of CJS Securities to clarify the EPS impact and full year charge. There was no evidence from the
remainder of the call, which was principally focused on the Company’s operating results, or from communications received subsequently, of any significant concern
raised by analysts concerning the materiality of the SBC Adjustments. Of the four analyst reports of which we are aware of during this quarter, only two mentioned the
$2.2M charge (CJS and Jefferies, with no mention from GARP or UBS) and the mention only served to normalize the results for the charge. There does not appear any
suggestion that analysts found the results of the financial statements misleading as a consequence of the out-of-period charge.

There were no unusual or infrequently occurring items during the second quarter of 2008. During the third quarter, the Company recorded a gain on sale of a building, which
was reduced as a part of the pro forma calculation of net income in the Company’s press release.

Fourth Quarter 2008
The Company initially issued an earnings press release on November 14, 2007 and filed it as Exhibit 99.1 on Form 8-K on November 21, 2008. However, on
December 12, 2008, just prior to the filing of the Company’s Form 10-K, the Company reached a settlement with Accenture which resulted in a legal charge of

$37.5M pre-tax, $23.2M net of taxes. The Company filed a press release on Form 8-K on the same day, reflecting the significance of the transaction, both in
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monetary terms and in reducing a significant degree of uncertainty over the Company’s financial prospects.

We were aware of four analyst notes following this release - CJS, KeyBanc, Stifel Nicolaus, and UBS. These notes reflected the level of focus that both management
and the analysts held for this matter. Most give a brief summary of the agreement and the level of uncertainty that had been removed from the Company’s prospects.

The matter was detailed in the Legal and Settlement note within the financial statements included in Form 10-K, filed on December 15, 2008.
Fiscal Year 2009

During fiscal year 2009, the Company did not identify significant unusual and infrequently occurring adjustments to the financial results with the exception of an
insurance recovery during the third quarter. This was acknowledged by various analysts during the period:

“Earlier today, MAXIMUS, Inc. reported 1Q09 results that were essentially in line with our and Street expectations and which were devoid of any charges or special
items for the first time in several quarters.” KeyBanc, First Quarter, Appendix 14

“3Q09 results generally in line. Revenue was slightly below us and consensus, and pro forma EPS (excluding $0.16 legal and settlement recovery) of $0.68 below us
but a penny ahead of consensus.” Stifel Nicolaus, Third Quarter, Appendix 15.

This summary demonstrates the level of focus shown by management and our analysts in identifying significant unusual items within our financial results and giving our
stakeholders an opportunity to analyze the Company without the distortion of these charges. We believe that the items identified by the Company as unusual and infrequent
made the presented financials more meaningful to our shareholders and analysts and believe this is reflected in the responses we received to our presentations of results.

We believe that our stakeholders would view our financial statements with a focus on the results both including and excluding significant unusual and infrequently occurring
items and would accordingly view a pre-tax adjustment of $2.2M ($1.3M after-tax) in the context of a Company with revenues in excess of $700M and with typical net
income in excess of $30M. The feedback we received from our analysts provides us with comfort that this is the case. We also believe that, had our analysts concluded that
the stock compensation charge had resulted in a material distortion to our results, they would have brought this to the attention of both the Company and the wider public.
The SBC Adjustments were fully disclosed in every set of financial statements filed by the Company during fiscal 2008 and were included in our analyst call, a transcript of
which was provided in an SEC filing. The Company is not aware of any concerns or additional questions raised by the analyst community on this matter.
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We believe this analysis supports our conclusion that an adjusted net income is most relevant to the users of our financial statements, and thus is the appropriate measure for
considering materiality. In using that measure, we have concluded that the SBC Adjustments were not material in any period presented. Considering these conclusions, we
believe that the correction of the error was immaterial. Please do not hesitate to contact us if you need further information or clarification.

Sincerely

/s/ David N. Walker

David N. Walker
Chief Financial Officer
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Summary of SBC Adjustments

This appendix shows the effect on the financial statements of correcting the stock-compensation charge for each year affected.

($°000s)

2006 2007 2008
Pre-tax adjustment (1,054) 1,122) 2,176
Adjustment net of taxes (638) 679) 1,316

In the first quarter of fiscal 2008, the Company had not decided to dispose of components requiring discontinued operations classification. Accordingly, the distribution of
the adjustment across the then-existing segments was as follows:

Operations Segment (602) (641) 1,243
Systems Segment (204) (217) 421
Consulting Segment (248) (264) 512
Total (1,054) (1,122) 2,176

Following the disposal of various components of the business in 2008, the stock-compensation charge was re-allocated to the continuing operations. As a consequence, the
required correction to the error would have been distributed as follows:

Operations Segment (747) (795) 1,542
Consulting Segment (307) (327) 634
(1,054) (1,122) 2,176

These SBC Adjustments will be used in subsequent analyses to demonstrate the immateriality of these adjustments in the context of the Company’s financial results for
these periods.

Appendix 2

Analysis of SBC Adjustments compared to financial results prior to the recast for discontinued operations

2006 2007 2008

Revenue 700,894 738,646 830,665 *
Income from operations 2,460 (8,255) 12,312*

Losses recorded on Texas Contract 29,887 15,246 —

Legal and settlement expenses/recovery 5,683 26,885 23,207

Goodwill impairment — — 4,598

Gain on sale of building — — (2,382)
Income from operations adjusted for unusual items 38,030 33,876 37,735
Stock compensation correction (pre-tax) (1,054) (1,122) 2,176
Stock compensation correction (tax-effected) (638) (679) 1,316
Stock compensation correction (pre-tax) as a percentage of

revenue -0.15% -0.15% 0.26%
Stock compensation correction (tax-effected) as a percentage

of income from adjusted operations -1.68% -2.00% 3.49%

* The stock compensation error was corrected at December 31, 2007, the first quarter of the Company’s 2008 fiscal year. At September 30, 2008, the financial
statements of MAXIMUS were recast to reflect the disposal of the certain businesses. As the initial assessment of materiality was conducted using the assessment
of full year budgeted results including these business, we have included comparatives which show the results of the Company as if the discontinued operations
classification had not been adopted at September 30, 2008. This increases revenue by $85.5M and reverses a loss of $5.6M recorded on the disposal of the
segment.

The effect of the SBC Adjustments on recast numbers is included in Appendix 3.

Appendix 3

Analysis of SBC Adjustments compared to results reported in Form 10-K for the 2008 fiscal year (i.e. recast for discontinued operations)

2006 2007 2008
Revenue 583,571 626,231 745,133
Income from continuing operations (6,845) (7,172) 28,281
Losses recorded on Texas Contract 29,887 15,246 —
Legal and settlement expenses/recovery 5,683 26,885 23,207
Goodwill impairment — — 4,598
Gain on sale of building — — (2,382)

Income from continuing operations adjusted for unusual items 28,725 34,959 53,704




Net income 2,460 (8,255) 6,677

Losses recorded on Texas Contract 29,887 15,246 —
Legal and settlement expenses/recovery 5,683 26,885 23,207
Goodwill impairment — — 4,598
Gain on sale of building — (2,382)
Net income adjusted for unusual items 38,030 33,876 32,100
Stock compensation correction (pre-tax) (1,054) (1,122) 2,176
Stock compensation correction (tax-effected) (638) (679) 1,316

Stock compensation correction (pre-tax) as a percentage of
revenue -0.18% -0.18% 0.29%

Stock compensation correction as a percentage of income
from adjusted continuing operations -2.22% -1.94% 2.45%

Stock compensation correction as a percentage of adjusted net
income -1.68% -2.00% 4.10%

Appendix 4

Analysis of SBC Adjustments compared to financial results prior to recast for discontinued operations

2006 2007 2008

Revenue

Operations 470,863 503,604 629,226

Consulting 102,842 93,707 84,920

Systems 127,189 141,335 116,519

Total 700,894 738,646 830,665 *
Operating income

Operations (9,453) 39,132 89,616

Consulting 14,499 6,421 (344)

Systems (853) (4,655) (19,544)

Total 4,193 40,898 69,728 *
Adjustment to Operations Segment operating income (Texas

contract) 49,400 25,200 —+
Adjusted operating income

Operations 39,947 64,332 89,616

Consulting 14,499 6,421 (344)

Systems (853) (4,655) (19,544)

Total 53,593 66,098 69,728
Stock compensation correction (pre-tax)

Operations (602) (641) 1,243

Consulting (248) (264) 512

Systems (204) (217) 421

Total (1,054) (1,122) 2,176+
Stock compensation correction as a percentage of revenue

Operations -0.13% -0.13% 0.20%

Consulting -0.24% -0.28% 0.60%

Systems -0.16% -0.15% 0.36%
Stock compensation correction as a percentage of adjusted

segment operating income

Operations -1.51% -1.00% 1.39%

Consulting -1.71% -4.11% -148.84%

Systems 23.92% 4.66% -2.15%

*  See Appendix 2 for explanation of the source of 2008 results.

+  Numbers are shown pre-tax

Appendix 5

Analysis of SBC Adjustments compared to results reported in Form 10-K for the 2008 fiscal year
(i.e. recast for discontinued operations)

2006 results
Results Percentage contribution restated for
2006 2007 2008 2006 2007 2008 SBC Adjustments

Revenue

2008 results
restated for

SBC Adjustments



Operations 471,372 507,486 629,226 81% 81% 84%
Consulting 112,199 118,745 115,907 19% 19% 16%
Total 583,571 626,231 745,133 100% 100% 100%

Operating income

Operations (14,089) 35,615 85,693 150.1% 82.1% 98.4%
Consulting 4,705 7,748 1,425 -50.1% 17.9% 1.6%
Total (9,384) 43,363 87,118 100.0% 100.0% 100.0%

Adjustment to Operations segment
operating income 49,400 25,200 —

Adjusted operating income

Operations 35,311 60,815 85,693 88.2% 88.7% 98.4% 34,564 87,235

Consulting 4,705 7,748 1,425 11.8% 11.3% 1.6% 4,398 2,059

Total 40,016 68,563 87,118 100.0% 100.0% 100.0% 38,961 89,294
Adjusted profit margin

Operations 7.5% 12.0% 13.6% 7.3% 13.9%

Consulting 42% 6.5% 1.2% 3.9% 1.8%

Total 6.9% 10.9% 11.7% 6.7% 12.0%
Stock compensation correction (pre-tax)

Operations (747) (795) 1,542

Consulting 307) (327) 634

Total (1,054) (1,122) 2,176

Stock compensation correction as a
percentage of revenue
Operations -0.16% -0.16% 0.25%
Consulting -0.27% -0.28% 0.55%

Stock compensation correction as a
percentage of adjusted segment
operating income

Operations -2.12% -1.31% 1.80%
Consulting -6.52% -4.22% 44.49%
Appendix 6

Comparison of historic and subsequent net income to adjusted net income

Management notes that net income in 2006-08 was affected by certain unusual and infrequently occurring items.
In the absence of these items, net income would have been consistent year-over-year.

This is demonstrated by the analysis below.

All numbers are in $°000s

2004 2005 2006 2007 2008 2009
Net income (loss) 38,774 36,069 2,460 (8,255) 6,677 46,540
Losses recorded on Texas contract — — 29,887 15,246 — —
Legal and settlement expenses (recovery) — — 5,683 26,885 23,207 (4,271)
Goodwill impairment — — — — 4,598 —
Gain on sale of building — — — — (2,382) —
Net income after adjusting for unusual items 38,774 36,069 38,030 33,876 32,100 42,269

As noted, following these adjustments, net income returns to results which are consistent with prior and subsequent periods.

Appendix 7
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Less Visibility Ahead

MAXIMUS reported EPS of $0.41, which included $0.02 of legal and settlement
expense. Excluding the $0.02 of expenses, the results were in line with
expectations. Revenue was up 17%, the best quarterly revenue growth we have
seen since 2001, The increased revenue is due to a few large contracts,
including the British Columbia Health Operations deal and the Texas Welfare
Eligibility contract. These large contracts, while contributing to growth, are
incurring operating losses and introduce additional risk to forecasting MMS
results.

Lowering Estimates

We are reducing our 2006 estimate from $1.90 to $1.85 and lowering our 2007
estimate from $2.20 to £2.15. For 2006 we slightly lowered projected revenue
and EBIT margins and for 2007 we slightly lowered projected revenus.

Q2 Focus On Large Contracts

Most of the focus this quarter was on two large contracts in BC and Texas. The
BC Health Oparations contracts has lost roughly $3.2m over the first half of
FY06, and the company expects to lose a total of $4-5m for the year, and turn
the carmer on profitability in 2007, In Texas, the company lost $2.3m on $10m
of revenue from the contract in the second quarter. MAXIMUS s a
subcontractor to Accenture on this large Welfare Eligibility contract.

The Texas contract is the primary source of concern in the quarter. The
Texas Commissionar of Health and Human Services recently delayed the phased
rollout of the project to ensure that the system is designed cormectly, MAXIMUS
indicated that this delay has introduced some uncertainty and will result in some
negotiations between MAXIMUS and the other parties. The company indicated
that any material change that results from these negotiations would be
communicated in the next 30 days.

These large contracts offer large opportunities and greater risks. Texas and BC
have cost the company roughly $0.15-0.16 per share in the first half of 2006 on
earnings of $0.81,

Strategy

As announced a couple weeks ago, Rich Mantoni has returned to MAXIMUS to
assume the CEO position. He stated some changes in plans that we think are
worth paying attention te:

1) The company is going to distinctly emphasize quality of new business over
quantity., This means that profitability and contract terms will be more
stringent. While the company had publicly stated its intent to exit certain
lower margin, non-strategic businesses last year, it appears the timeline for
such changes has been accelerated, and these moves should take place over
the next six months.

2) In the past, MAXIMUS has indicated an appetite for larger acquisitions, but
Mr, Montoni indicated a desire to facus mare on the business they have, Any
acquisitions are likely to be small deals.

3) Finally, management indicated a desire to invest capital in techrnology that
will allow the company to scale the business more readily.
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Attractive Valuation, But Maintain SP

MMS is trading at about £33.37 and has $8.15 per share of cash and equivalents
on the balance sheet. After backing out the cash, the stock s trading at 13.6x
our FY06 estimate of $1.85 and 11.7x our FY0?7 estimate of $2.15.

While this valuation is certainly attractive, we should also note that
downward earnings revisions have become a theme with this name,
particularly as some of the large new contracts have ramped up. With
the delay in Texas, we think there exicts some added eamings uncertainty.

We continue to rate MMS a Sector Performer.




Exhibit 1. MAXTMUS Income Statement (FYE Sep)
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Our EPS estimates are shown below:
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IMPORTANT DISCLOSURES:

Analyst Certification: Each CIBC World Markats research analyst named on the front page of this research report, or
at the baginning of any subsection harecf, hereby certifies that (i) the recommendations and opinions expressed herein
accurately reflect such research analyst's personal views about the company and securities that are the subject of this
report and all other companies and securities mentioned in this report that are covered by such research analyst and (i)
no part of the research analyst's compensation was, is, or will be, directly ar indirectly, related to the specific
recammendations or views expressed by such research analyst in this report.

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from
revenues generated by various CIBC World Markets businesses, including the CIBC World Markeats Investment Banking
Department within the Corporate and Leveraged Finance Division. Research analysts do not receive compensation based
upan revenues from specific investment banking transactions. CIBC World Markets generally prohibits any research
analyst and any member of his ar her househald from executing trades in the securities of a company that such research
analyst covers. Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer,
director or advisory board member of a company that such analyst covers.

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report,
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities
discussed herein, related securities or in optiens, futures or other derivative instruments based thereon.

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures
set forth below, may at times give rise to potential conflicts of interast.
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Companies Mentioned in this Report that Are Not Covered by CIBC World Markets:

Stock Prices as of 05/04/2006:
Accenture (ACN-NYSE, $29.45, Not Rated)
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CIBC World Markets Price Chart
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CIBC World Markets' Stock Rating System

Abbreviation Rating Description

Stock Ratings

50 Sector Qutperformer Stock is expected to outperform the sector during the next 12-18 months.

sP Sector Performer Stock s expected to perform in line with the sector during the next 12-18 months.
=11} Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months.

MR Mot Rated CIBC World Markets does not maintain an investment recommendation an the stock.
R Restricted CIBC Warld Markets is restricted ™= from rating the stock,

Sector Weightings**

o] Owerwelght Sector |5 expected to outperform the broader market averages.

M Market Weight Sector is expected to equal the performance of the broader market averages.

u Underweight Sector is expected to underperform the broader market averages.

MNA Naone Sector rating i icable.

“Speculative” indicates that an investment in this security invelves a high amount of risk due to volatility and/for liquidity issues.
*=*Restricted due to a potential cenflict of interest.

Ratings Distribution*: CIBC World Markets' Coverage Universe

(as of 04 May 2005) Count Percent  Inv, Banking Relationships Count Percent
Sector Qutperformer (Buy) iz 38.5%  Sector Qutperformer (Buy) 168 53.8%
Sector Performer (Held/Meutral) 382 47.2%  Sector Performer (Hold/Neutral) 177 46.3%
Sector Underperformer (Sell) 88 10.9%  Secter Underperformer (Sell) 45 51.1%
Restricted 17 2.1% Restricted 17 100.0%
Ratings Distribution: Business Services Coverage Universe

{as of 04 May 2006) Count Parcent  Inv. Banking Relationships Count Parcant
Sector Qutperformer (Buy) 14 37.8%  Sector Qutperformer (Buy) 7 50.0%
Sector Performer (Held/Meutral) 19 51.4%  Sector Perfermer (Hold/Neutral) 1 5.3%
Sector Underperformer {Sell) 3 8.1%  Secter Underperformer (Sell) 1] 0.0%
Restricted 1 2.7% Restricted 1 100.0%

Business Services Sector includes the following tickers: AACC, ABCO, ACS, ACXM, ADP, ADS, ARP, CKFR, CPS, CTAS, CVP, DGIN,
EFY, EXBD, FDC, FIC, FIS, FISV, GPN, HEW, HHS, IRM, IJTX, MAN, MINI, MMS, NCOG, PAYX, POS, RECN, RHI, RMK, TALX, TSS, VTIV,
WLSC, WSTC.

=Althaugh the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do
not correlate to buy, hold and sell recommendations, for the purpoeses of complying with NYSE and NASD rules, CIBC World Markets
has assigned buy ratings to secunties rated Sector Qutperformer, hold ratings te securities rated Sector Performer, and sell ratings to
securities rated Secter Underperformer without taking inte consideration the analyst's sector weighting.
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Legal Disclaimer

This report is issued and approved for distribution by (i) in the United States, CIBC World Markets Corp., a member
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The securities mentioned in this report may not be suitable for all types of investors. This report does not take into
account the investment objectives, financial situation or specfic needs of any particular client of CIBC World Marksts.
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on investment recommendations contained herein, if any, as a substitution for the exercise of independant judgment of
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MAXIMUS, Inc.:

MMS: Estimate Changes to Reflect Losses Assoclated with the Texas Contract

KayBanc Capital Markats,
A Division of McDonald Investments Inc.

Anurag Rana: (817) 368-2213 — aranaikevbancom com

Investors should assume that we are seeking or will seek investment banking
or other business relationships with the company described in this report.

BUY (2)
$23.20
$38.00

$0.40
1.7%
$22-530

116,000
3406.5

2140
$18.27

September
$1.75
$0.61
$1.82
13.:3x
38.0x
$2.11
$1.82

June
(50.58)
$0.47
3049

ACTION STATEMENT

Following yesterday's conference call regarding the Texas Human and Health
services contract, we are making some changes to our model. We continue o rate
the stock BUY(2) with a 12-month price target of $38.

As a reminder tha Company expects predax losses in the magnitude aof 545
millign-$%0 million for 2H06 with the 3006 pre-ax impact between 535 million-$38
million related {o the Texas coniract. For 3Q06, the Company expeacts nal loss per
diluted share of $0.55-30.80 and EPS in the range of $0.57-30.87 far full year 2008

Based on management’s comments and updated guidance, we are reducing our
3006 EPS estimates from $0.48 10 a loss of 30,58, For full year 2008, we are now
forecasting EPS of $0.61 compared to our earller estimate of $1.84. For 2007,
we are medeling a loss of $15 millien related to the Texas contract and are
reducing our estimate from $2.15 to $1.75.

VALUATION

Al last night's closing price of $23.20, MMS was trading at 44.6x our CY06 and 12.7x
our CYOT estimales compared to its peer group of Gowernment and Defense
campanies, which trade at a median of 21.0x and 17.4x, respeclively. far the same
time period.

On an EV/EBITOA basis, MMS trades at 10.7x our CYO0G and 4.3x our CYO7
estimates, In comparisan, 1he Govarnmen! and Defense companies (rade at CY08
and CYOT multtiples of 10.7x and 8.6x, respeciively

On an EV/Revenue basis, MMS trades at 0.5x our CYDG and 0.4 cur CYO7
estimates. In comparison, the Government and Defense companies frade at CY06
and CYOT multiples of 1.1x and 1.0%, respectively.

Al our price target of $38 MMS would trade at a P/E multiple of 20.8x our CYOT
estimates, an EV/EBITOA multiple of 8 5% our CYOT estimates and an EV/Revenus
multiple of 0.8x gur CYOT estimates

RISKS

Risk factors that could impede the stock from achieving our price target include
spending curtailmant among state governments, execution risk on large contracls
and price competition.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 3 - 4 OF THIS NOTE.
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Company Note
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We expect to receive or intend to seek compensation for investment banking services from MAXIMUS, Inc. within the

next threg months.

During the past 12 months, MAXIMUS, Inc. has been a client of the firm or its affilates for non-securilies related services.

Rag AIC Certification

The research analyst{s) responsible for the preparation of this research report certifies that:{1) all the views expressed in
this research report accurately reflect the research analyst's personal views about any and all of the subject securilies or
issuers; and (2) no part of the research analysl's compansation was, is, of will be direclly of indireclly related to the
specific recommendations or views axpressad by the research analyst(s) in this research report
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Rating System
AGGRESSIVE BUY (1) - The security Is expecied to outperiorm the markat over the short term; imvestors should consider
adding thie security to their portfolics, subject ta their overall diversification requiremeants.

BUY (2) - The security is expected fo outpardorm the market over the long term; investors should consider adding the
security to their holdings oppeortunistically, subject 10 their overall diversification requirements,

HOLD (3) - The security is expecled lo perform in line with ganeral markat indices; no buy or sell action is recommended at
this time.

UNDERWEIGHT (4} - The security is expecied 1o underperform the market, investors should reduce their holdings
opportunistically.

SELL (5) - Absolule downside risk i evident for the securily. investors should liquidate their holdings.

The infermation contained in this report is based on sources considered to be reliable but is not represented 10 be complete and ds
accuracy is net guaranteed. The opinions expressed reflect the judgment of the author as of the date of publication and are subject to
change without nofice. This report does not constitute an offer to sell or a solicitation of an offer to buy any securities. Gur company
palicy prehibits research analysis and mambers of their families frem cwning securities of any company followed by that analyst,
unless otherwise disclosed. Our afficers, direclors, shareholders and olher employees, and mambers of their families may have
pasifions in these securities and may as principal or agent, buy and sell such securities before, after or concurrently with the
publication of this report. In some inslances, such investments may be inconsistent with the opinions expressed herain, One of mofe of|
our employess, other than the research analyst respansible for the preparation of this report, may be a member of the Board of
Directors of any company referred 1o in this report. The research analyst responsible for the preparation of this report is compensated.
based in part, on investment banking revenue which may include revenue derived from the Firm's performance of investment banking
services for companies referred to in this repert, allhough such compensation is not based upen specific invesiment banking services
transactions Tor these or any alher companies. |n aceordance with industry praclices, our analysts are prohibited from soliciting
investment banking business for gur Firm
@ Copyright 2006, McDonald Investments Inc. All rights reserved.

Securities, mutual funds and other investment products are:

«» Mot Insured by the FDIC.

«» Mot deposits or other obligations of, or guaranteed by McDonald Investments Inc., KeyBank or any of their
affiliates.

« Subject to investment risks, including possible loss of the principal amount invested.
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Maximus, Inc.

In-line quarter, uncertain FO7 outlook

B The "stock is cheap™ argament holds limited weight for us

Fa0 came in as expected, and FOS revenue guidance was unchanged as we had
anticipated. The rally in shares seems to be largely predicated on valuation, but for
us the continued lack of visibility on FO7 estimates { largely because of uncertainty
regarding the TX contract) makes this “"shares are cheap” argument less
compelling. Maintain Neutral 2 m absence of near-term catalysts.

B FO7 could be another repositioning year

FO5 was a turnarownd vear and FO6 has been dominated by large underperforming
contracts (TX and BC) and mgmt changes. FOT guidance will not be provided until
Movember, but CEOQ Montoni outhned some general repositioning efforts designed
1o eventually achieve 10% top-line growth and 108% oper margin. We are hard-
pressed to envision these targets being achieved until at least FOS, in pant due to
TX.

B Near-term balance sheet events still seem unlikely

Mgmt reiterated that until the TX contract is rehabilitated and repositioning efforts
are well underway, MMS i unlikely to execute significant cash deployment
activities (ie. buybacks, special dividend). We maintain that MMS could be a
takeout candidate because of s dommn expertise (govi health & human services
programs ), but uncertainty regarding TX could be a tumolT for possible buvers.

B Valuation: Maintain Neutral 2, $27 PT (DCF/14x FOTE EP$)
FO7 EPS $1.68 up 30.02.
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Portfolio Manager’s Summary

F3Q came in as expected (revs 5250 above our model due to extra voter
registration equipment sales, EPS in-line), and FO6 revenue puidance was
unchanged as we had anticipated. We think the extension of recent momentum
in shares is predicated largely on valuation (13.1x FOTE EPS ex cash) and take-
out speculation. But for us, the continued lack of visibility on FOT estimates
(largely because of uncertainty regarding the TX contract) makes this "shares
are cheap” argument less compelling, and TX could also be deemed a large
enough risk factor 1o discourage potential acquirors. In absence of near-term
catalysts, we mainiain our Neutral 2 rating and $27 price target. Management
reiterated that until the TX contract is rehabilitated and repositioning effarts are
well underway, MMS is unlikely to execute significant cash deplovment
activities (ie. buybacks, special dividend), which we think remains somewhat of
a disappointment for investors hoping for a big balance sheet event.

FO5 was a turnaround vear for MMS, and FO6 has been dominated by large
underperforming contracts (TX and Brtish Columbia, the latter of which we
have not yel seen financial improvement commensurale with operational
progress) and management changes. FO7 guidance will not be provided until
Movember, but CEQ Montoni outhned some general repositioning efforts
designed to eventually achieve 10% top-line growth and 10% operating margin.

We are hard-pressed to envision these targets being achieved until at Jeast FOS,
for two primary reasons: 1) MMS has a deep hole to dig out of on the TX
contract, with an unclear path to profitability, 2) MMS" repositioning efforts
include the implementation of focus on smaller/more profitable engagements,
improved project  execution, and  internal investments  in contracting,
compliance, risk management, and training, which collectively could impact the
core growth and eamnings power of the company next vear. However, we do
believe this new strategic plan makes sense for the company, if it is to operate as
a relatively small vendor in the increasingly competitive state/local government
IT market. We also think planned divestitures (expected o represent <5% of
revenues and be completed by end of C06) could be mildly aceretive to top and
bottom-line growth,

Valuation

Shares of MMS are trading at 179 our new FO7 EPS estimate of $1.68 (vs.
$1.66 prior). Excluding cash, the FO7 P/E multiple is 13.1x. We maintain our
12-month price target of $27, based on a blend of 14x (near-trough multiple
given enduring risk on the TX subcontract) our new FOT EPS estimate of $1.68,
and our DCF model. In setting our price target, we weigh our P/E analysis at a
2:1 ratio vs. our DCF, given the uncertain prospects for the TX contract, as well
as the uncertain impact of MMS™ new repositioning strategy on the company’s
growth and margin profile.
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Guidance and estimate revisions

In keeping with recent practice, MMS refrained from providing quarterly
guidance, but management did affirm FO6 full vear revenue guidance of $710M-
B725M. The FOS GAAP EPS outlook was lowered to 30.31-30.41 from $0.57-
$0.67 prior, to reflect the previously announced $0.26 legal settlement charge
related to a fraudulent employee lawsuit. We expect management to provide FO7
guidance on its fiscal vear-end earnings call in November.

For FAQD6, our revenue estimate of $188.6M is unchanged. We lowered our
F4Q EPS estimate to $0.32 from $0.38, to reflect modestly higher losses on the
TX and BC contracts than we previously modeled. For TX this is a timing issue
as losses in F3Q were modestly less than we expected. but the F2H total is
expecied to be about the same as onginally emvisioned. Our new FO6 EPS
estimate of $0.59 compares with $0.35 prior, as we reclassified the previously
announced F30Q) $0.26 legal charge below the line.

Our FOT top-line growth estimate of 7.0% is unchanged, but the slight F3Q06
upside drove a small increase in our absolute FOT revenue forecast, o STEM
from $765M prior. Our FOT EPS estimate edged up to $1.68 from $1.66 prior,
and more details regarding the impact of the British Columbia and Texas
contracts are in Table 1.

British Columbia and Texas Contract Updates

MMS continues to meet service-level agreements (SLAs) on the British
Columbia contract and still expects it to achieve breakeven somelime in FO7, but
management remains somewhat non-commitial regarding specific timing. We
had hoped for a more accelerated ramp in profitability on this contract
considering the degree of operational improvement over the past few quarters.
As a result, we are taking a more conservative approach in modeling the
contract’s performance in FOT and FOB. We now anticipate a loss of ${0.06) for
FOT (vs. breakeven prior) and a gain of $0.08 for FOE (vs. $0.10 prior), as shown
in Table 1.

For the TX integrated eligibility contract, the losses this quarter were slightly
less than anticipated but management still expects F2H06 losses to be between
FASM-550M due o cost overruns and deferred contract cost impairments. Since
the amended subcontract with ACN has only been in place for about six weeks,
management indicated that it is premature to quantify the degree of expected
improvement in FOT financial performance of the contract. We continue to
assume the losses for FO7 will be half of FO6 and then FO8 will again be half of
FOT, as presented in Table 1,
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Table 1: B.C. and TX EPS estimate impacts, FOGE-FOSE

FO6E FOTE FO3E
Bitish Columbia
condract
Protacincomelloss)  $65.4M) $(2.0M) $30M
Mot incomadloss) $3.2M) ${1.2M) $1.8M
EPS impact $0.15) $10.08) $0.08
Toxas contract
Bretacincomeloss)  SHOTM) (2490 {1248
Met ncomedflass) 530,240 $(15.0M) $0.5M
EPS impact 5(1.40) $(0.68) 034
Total BC.and TXEPS ¢ 0D P

impact
Source: UBS estimates, company pross release

Key takeaways from the F3QO06 results:

m Contract awards of $277M were down 41% vy, up T1% sequentially, and
down 282 viy on a trailing 12-month basis. Awarded but unsigned contracts
were 51450 in the quarter, which is up ™6 sequentially but below the past
four quarter average of $179M. MMS has already won or extended 16 of the
17 contracts and 11 of the 14 aptions up for rebid in FO6. The pipeline of
115 was down 15% sequentially but still remains in line with the past three
vear average. This includes a 43% gfq decling in the number of proposals
pending to $280M. Management continues to focus on improving the current
contract portfolio and pursuing smaller awards, so we would not be surprised
to see more tepid award levels over the next few quarters,

m Revenue for the quarter was SI187hL up 7.5% v/y and 3.8% sequentially.
This was slightly above our estimate of $184M (and consensus of $182h),
however the operations segment included $12 1M in hardware delivered on a
voter contract (we had expected S10M). Excluding this pass-thru, revenue
wiould have been flat vear over year and -2.9% g/q. Revenue from the British
Columbia and Texas contracts were $7.3M (vs last quarter of $7.70) and
$10.20 (flat sequentially), respectively. Consulting revenue of $26. 70 was
slightly higher than our estimate of $25.9 but declined 2% y/y, due primarily
to project timing. The Operations segment revenue of $1310M was impacted
by the Texas project but beat our estimate of $126M primarily due 1o the
higher than anticipated pass-thrus, as discussed, and was up 18% y/y and 8%
'y The Systems segment decline was worse than our cautious -8% yiy
expectation (given management's discussion last guarter). It was down 18%
viv and 11% sequentially due to some delayed projects in the ERP division
and some software license sales that slipped into F40Q).
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m Excluding the legal expense of S9.1M, operating margin of -11.6% was
down from 8.7% in F3Q05 and 8% in F2Q06 but was better than our
estimate of -17%. This operating loss was dnven largely by the TX contract,
which lost $34.3M. The Systems segment operating margin of -10.5% (vs
0.9% in F2Q06 and 8.4% in F3Q05) was pressured by addinonal resources
needed on the previously referenced ERP system implementations.
Management noted it 15 bemng more cautious towards the terms of contract
terms and condifions going forward in order to prevent these issues m the
future. The Consulting segment margins of 14.3% was up 300 bps g/q but
down 210 bps vy due mostly to project tming. The Operation segment
operating margn of -17.6%, down from 7.5% in F2Q05, included a 834 3M
pretax loss on the Texas contract (317.1M for a deferred costs write-off and
S17.2M from the contract’s operating performance) and continued losses on
the Btish Columbia contract (however B.C. improved to a $1.1M loss from
-$1.4M 1n F2Q06). Management is targeting a 10% operating margin for the
business but no timeframe has been provided.

s GAAP EPS of $(0.81) was $0.04 above our estmate. On a proforma basis,
excluding the $0.26 mmpact of the legal settlement charge in the quarter, EPS
was $(0.55). Thas included a foreign exchange gain of $0.7M (compared to a
S0.4M loss last quarter), which benefited EPS by about $0.02.

m Per our model. days sales outstanding (DSO) was 90 days, down 4 days g'q
(which was i line with our estimate). Operating cash flow of -$0.2M was
down from $11.9M m F3Q05 and is down 67% vy on a YTD basis.
Management now expects cash flow from operations for FOS to be about
S16M compared to ats prior qwidance of +/-10 to 15% of FO5 levels (which
suggested SG3M-S85M). MMS had abour $172M of cash and marketable
securities on the balance sheet as of 63006, which management plans to
preserve for investments in growth cpportunities in the market, increased
recruting efforts and training programs, and reinvestments in business
development and intemnal systems. Although it wasa't discussed on the call,
we continue 1o believe niche acquisitions (as previously suggested by CEQ
Rich Montoni) remain a possible use of cash. For now, MMS is shifting
away from additional share repurchases or a special dividend but the Board
of Directors revisits these altematives quarterly. Withun the quarter, MMS
repurchased 25K shares and has another $26.3M remaining under the curent
authorization,
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® Maximus, Inc,

Maximus provides health and human services program management, consulting
services, and systems products primarily to government agencies. The company
operates primarily in the U8, and has had contracts with government agencies
in all 50 states.

m Statement of Risk

Shares of MMS involve risks and uncertainties associated with technology
stocks, including pricing and competition. MMS is also subject to risks related
to state/local government budgets and unpredictable spending pattems.

® Analyst Certification

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1) all of the views expressed acourately
reflect his or her personal views about those securities or issuers; and (2) no part
of his or her compensation was, 15, or will be, directly or indirectly, related o0
the specific recommendations or views expressed by that research analyst in the
research report,
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Required Disclosures

This report has been prepared by UBS Securities LLC, an afliliate of UBS AG (UBS),

For information on the wavs in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning UBS research recommendations,
please visit www ubs.com/disclosures.

UBS Investment Research: Global Equity Ratings Definitions and Allocations

UBSrating Definition UBS rating  Definition Rating categery Coverage' |Bservices®

FSR is = 10% above
the MRA, higher
degree of predictability
FER is between -10%
and 10% of the MRA,
higher degree of
pradictability

FSR is = 10% below
the MRA, higher
degree of predictability

Buy 1 Buy 2

Neutral 1

Neutral 2

Reduce 1 Reduce 2

FSR is » 10% above

the MRA, lower degree  Buy
of predictability

FSR is between -10%
and 10% of the MRA,
lewer degree of
predicta ity

F5SR is = 10% balow
the MRA, lower degree  Sell T4
of predictability

48% 34%

HoldiMeutral 45% 35%

32%

1: Percentage of companies under coverage globally within this rating category.
2: Percentage of companies within this rating category for which investment banking {|B) services were provided within the past
12 months.

Source; UBS; as of 20 June 2008,

KEY DEFINITIONS

Farecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12
manths.

Market Return Assumption (MR A} is defined as the ane-year lncal market interest rate plus 5% (a proxy for, and nota
forecast of, the equity risk premium).

Predlctability Level The predictability level indicates an analyst's convictian in the FSR. A predictability level of '1' means that
the analysts estimate of FSR is in the middle of a namower, or smaller, range of possibiliies. A predictability level of '2* means
that the analyst's estimate of FSR is in the middle of a broader, or larger, range of possibilities.

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock’s price target andfor rating are
subject to possible change in the near rm, usually in response 1o an event that may affect the investment case or valuation.
Rating/Return Divergence (RRD) This qualifier is autamatically appended to the rating when stock price movement has
caused the prevailing rating to differ from that which would be assigned according to the rating system and will be removed
when there (s no longer a divergence, either throwgh market movement o analyst intervention.

EXCEPTIONS AND SPECIAL CASES

US Clesed-End Fund ratings and definitions are: Buy. Higher stability of principal and higher stability of dividends. Meutral:
Potential logs of principal, stability of dividend; Reduce: High potential for loss of principal and dividend risk

UK and European Investment Fund ratings and definitions are: Buy. Posiive on factors such as structure, management,
performance recerd, discount; Neutral: Neutral on facters such as structure, management, perfarmance record, discount;
Reduce: Negative on factors such as structure, management, peformance record, discount

Core Banding Exceptions (CBE): Exceptions to the standard +/~10% bands may be granted by the Invesiment Review
Cemmittee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's
debt As a result, stocks deemed to be very high of low risk may be subject to higher or lower bands as they relate ta the rating.
When such exceptions apply, they will be identified in the Companies Mentioned table in the relevant research piece.
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Companies mentioned

cumpany NHame Reuters Rallng Price Price dateftime
CACI International™ CALM Meutral 1 USS56.46 02 Aug 2006 19:37 EDT
Convergys Corp.'® CVG.N Buy2 US$18.95 02 Aug 2008 1937 EOT
Kanbay In,*4 5266716 KBAY.O Buy 2 US$15.48 02 Aug 2006 19:37 EOT
Keane Inc.® KEAM Reduce 2 US514.82 02 Aug 2008 1837 EOT
Maximus, Inc.'"® MMS.N Neutral 2 (RRD) USS27.10 02 Aug 2006 19:37 EDT
Sapient Corp."® SAFE.O Buy 2 USS5.01 02 Aug 2006 1837 EDT
SRA International™**" SRX.M Buy 1 US$24.20 02 Aug 2008 19.37 EDT
Unisys Cerp.'® UIS.N Buy 2 USS5.05 02 Aug 2006 19:37 EDT

Source: UBS. EDT: Eastern daylight time,
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UBS AG, its affiliates or subsidianes has acted as managenico-manager in the undeanwriting or placement of securities of
this company/entity or one of its affiliates within the past three years.

Within the past three years, UBS AG, its affiliates or subsidiaries has received compensation for investment banking
services from this company/entity.

Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for imvestment banking
services from this company/entity.

This companysfentity is, or within the past 12 maenths has been, a client of UBS Securities LLC, and investment banking
sarvices are being, or have been, provided.

This companyfentity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-investment
banking securities-refated services are baing, of have been, provided.

Within the past 12 manths, UBS Securities LLC has received compengation for products and services ather than
investment banking services from this companyiantity.

UBS Securities LLC makes a market in the securities andfor ADRS of this company.

Unless otherwise indicated, please refer to the \Valuation and Risk sections within the body of this report.
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Telephone
()] :

MAXIMUS
(MMS-S28.40:NYSE)

NOVEMBER 16, 2006
P-TARGET: $34

MARKET OUTPERFORM

COMPANY UPDATE

o ADJUSTING FOR NOISE, QUARTER BEAT EXPECTATIONS

o S$10MMIN DEFERRED SOFTWARE LICENSE REVENUE SHIFTS $0.22 EPS INTO
FY 07

+ TEXAS CONTRACT CREATES WIDE RANGE IN (/7 GUIDANCE: MMS
CURRENTLY IN NEGOTIATIONS WITH ACCENTURE REGARDING FURTHER
CHANGE IN §COPE

+ (CORE BUSINESS ON TRACK FOR 8-10% REV GROWTH, MORE RAPID EPS

+ ROBUST BACKLOG, PIPELINE OF BIDDING OPPORTUNITIES

+ BALANCE SHEET REMAINS STRONG WITH ~$7/SHARE IN CASH

o MANTAIN MO ASSUMING MGT CAN RESOLVE OVERHANG ISSUES

Excluding some on-gomg Texas contracl expenses and the positive impact of a legal settlement,
fourth {Sept) quarter, FY 06 results at MAXIMUS cssentially “beat” expectations, Reported revenue
in the fourth quarer rose 2.7% vy to $171mm, with net income of $2.2mm resulting in 0,09 per
diluted share. Pre tax losses from the Texas contract, however, totaled $12.7mm or 30,36 per share.
Adding back the $0.36 and deducting the $0.03 legal settlement reimbursement results in an
“adjusted” fourth quarter EPS of 30,42 vs, our $0.36 estimate. One additional item in the quarter was
the deferral of S10mm in revenue i software license revenue lo FY07 (80,22 EPS impact). If this
were included, EPS would have been even higher. Most questions on the call were centered on
whether this change was indicative of the auditors questioning how conservative the prior accounting
policies were, Many companies have undertaken this battle in the current regulatory environment and
chosen to aceept more siringent eriteria. On a full year basis, reported EPS of $0.11 was impacted
by 80.27 in legal setilement expenses, and 51,37 related to the Texas contract, Adding back these
charges resulls in an adpsted FY06 EPS of S1.76, We believe this is the base number that investors
should focus on and the starting point for our fiscal (Sept) 2007 estimates,

Financial Metrics Pro-Forma Earnings Per Share

Current Price 22240 |Cash (SMM) £178 FY (Sep) 2006e Wis 2007 WS
52 Week Range 22 38 -3940 [ Todal Dbt (SMM) $0 Q1 Dec $0.42 a
Shares Out FD (MM} 219 Met Debt/'Cap [ (2 Mar $0.43a
Float (MM pr Refurn on Equity M5 3 Jun (5007
Average Daily Vol 12K Est. 3-5 vr Rev growth =K% 4 Sep 0,42 @ 8036
Market Cap (SMM) 5622 JEst. 3-5 vr EPS growih 10-15% | Year £1.20 | $1.15 | $1.50
Enterprise Value (SMM)| 8444 |Dividend Yield 1% PE 236X 1893

gt Drirector Owmorship 1.2%  JBook Value per Share 51844 [EV/EBITDA | 21.5X 7.6

=gy onie e legal Clerges

Charles Strawzer

cslrauzeri@icis-securities.com

PLEASE REFER TO THE LAST PAGE OF
DISCLOSURES, ANALYST CERTIFICATION AND PRICE CHART.
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While adjusted EPS continues to reflect strength in the core business, investors are clearly focused on
Texas and the potential outcome of additional negotiations with Accenture over the scope of the work.
As a reminder Accenture is the prime contractor and MMS is functioning in a subcontractor role.
Numerous questions in the conference call Q& A centered on the issue but were met with a general
reluctance on the part of management o comment. They were unwilling to discuss basic issues like who
initiated the discussions, was there pressure from the state to change roles of cither of the parties. is
cither party looking to exit the contract, ele, ele. While losses from Texas are currently tracking in-line
with management’s previous guidance (total pre-tax loss of S49.4mm in FY06) it is clear that the
spectrum of potential outcomes creates wide variability in FY07 guidance. At this point, the best guess
for the impact is an additional S20-530mm, most of which is expected to be incurred carly in the year.
Management is addressing this uncertainty by providing “core™ estimates from the recurring base
business, minus the cutcome from the Texas contract. Using core camings of $2,10-82.20, management
is forecasting total company EPS of between $1.23 and $1.65 in FY07, the large spread being the result
of a 80.85-50.55 estimated negative impact from Texas, Revenues are expected to increase by 5%-10%:
however, if this number is adjusted to reflect nearly S1Imm of “one-time” revenue from voter machines,
the growth rate is 11% yr/yr. Management is anticipating 25mm of operating cash flow in 07, and after
13-18mm of capital spending expects to generate roughly $10mm in FCF.

We remind clients that trends in the wderlying business are strong. The company had a 98% win rate of
all options and re-bids in FY 046, and currently has a robust pipeline of over $1 billion.  Industry trends also
remain favorable with Medicare reform, federal reporting requirements, and other legislative changes
driving demand across all segments. The company continues to enjoy a stellar reputation as a “blue chip”
provider, with high client satisfaction and a proven ability to solve complex problems for govemments.

In terms of on-going profitability initiatives, the Company has begun to execute on its plan to divest non-
core operations. In October, management sold the Corrections practice and shut down the student loans
collections business (combined annual operating loss of over SImm). We continue to believe that if the
company can get to its previously stated goal of 10% top line growth at 10%+ operating margins within
the next few years, eamings growth could be substantial. Additionally. a greater emphasis is being placed
on applying more stringent erteria 1o new and re-bid contract opportunities. CEO Rich Montoni has
stated the company will no longer “chase revenue™ and will seck to concentrate on the core $50-100mm
contracts where it has :;&p:;rﬁsn

The company’s cash hoard remains intact at just over $155mm or ~87/share bul management remains on
the sidelines in using it to buyback stock given the current uncertainty in Texas and the need to maintain
certain cash levels for contract surety, One negative was that DS0s in the quarter increased to 108
days, driven primarily by software licensing billing and scemingly one-time Texas contractor issues, With
no meaningful debt, other than minor capital leases, the balance sheet remains vastly under-utilized and
onee the Company gets the Texas contract under control we would expect it fo resume using its cash to
enhance sharcholder value (hopefully sooner than later). As we have said before nvestors may be
willing to give Montoni a few quarters to get things back on track but beyond that if tangible improvement
to shareholder value does not surface, patience will likely to wear thin, especially with activist type
investors now in the stock

We remain at market outperform as we believe long term valuation could work higher if the company can
muddle through some near term issues and retum the company to solid camings growth,  While the

Charles Strauzer cstrauzeri'cjs-securitics com
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company has stated it will refrain from share repurchase until after it has a better handle on the resolution
for its Texas contract, it does have significant fire power once it retums to the market. In sum, the
risk/reward balance remains favorable.

AT i 15
Duf 910 7 gy
Segment Revenues
Consulting 254 15.2%
Systems 339 %
(Ciperalions 108.0 B4 6%
Total Revenue 1673 100.0%
Income from Operations
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Total Income from Operations 153 0.2%
[Bvemue 1673 100.0Fs
HE W%
282) -16.5%
1o G5%
13 08%
122 T 3%
48 19

$I% WA

Charles Strauzer cstrauzeri'cjs-securitics, com




Appendix 11

CIS SECURITIES, INC. MAXIMUS 11-16-06

COMPANY : MARXIMUS INC
CURRENCY : USD

HISTORY OF RECOMMENDATION AND PRICE TARGET CHANGES

DATE CLOSING PRICE RECOMMENDATION CHANGE PRICE TARGET
29=-Jun-20086 23.79 A0.00
29=-Jun-2006 23.79 MARKET CUTPERFORM

23=Nov=200% 37.00 44.00
19-Sep-2005 37.43 MARKET PERFORM

01-Jul=-2005 36.00 41.00
22=Nov=2004 31.25% 36.00
05-Nov-2004 28.00 49.00
08-Mar-2004 35.78 45.00
08=Mar=-2004 35.75 MARKET OUTPERFORM

Source: Firstcall & CIS Sec.

Charles Strauzer  cstrauzer(fiicjs -securities. com

IMPORTANT DISCLOSIURES
Valuation Methodology: 7.5X 2007E EV/EBITDA

Investment Risks State budgel culsfreductions, management execulion competition, general macro economic factors, ming of
contracts, inability to reduce costs in underperforming units, cost over-mns in fixed price contracts, penaltics for non-performance.,
Boquisiions

CJ5 Securities, Ine. Equity Fesearch raling system

Marke! Chtperform (MO): & ock that should perform af least 15% better than the Ruseell 2000 index over the nex 6-18 months
Markes Perform (MP): 0 stock that should perform in line with or slightly better than the Russell 2000 index

Marker Under-Perform (MU): a stock expected to nnder-perform the Russell 2000 index

We will continue 1o have some stocks on o Monilor List, where we are indicating 1o cHents not 10 expect a similar level of research
COVEFARE 85 COMpPANies on our active coverage list. Hence, we do not have investment opinions, nor do we intend to publish
estimates, on Memitor List numes.

As of 71046, T8 Securities provades giive research on 62 compandes, of which 38 (61%) are rated MO{ buy) and 24 (359%) are rated
MP(hodd) and O (0%} are rated MUisell), we also have two additiomal companies on our Monitor List {no rating. estimates or price
Liget ).

The information and statistics in this report have been obtained from sources we believe are relinble bt we do nol warnmnt their
aocurucy of completeness. Prices and opinions concerning the composition of market sectors included in this repon reflect the
Judzments as of this date and are subject to change withow notice. This material is for your information only and does not constitute
an offer to buy or sell. or the solicitation of amy offer to bay or sell any secunties. CJ5 Securities Inc.. its affilistes, directors, officers,
dockholders, employees (or members of therr families), &nd accounts with respect 1o which the forgoing have investment discretion,
may have long or shon positions in, and may, & principal or agent, buy or sell the securities memtioned herein,  Occasionally, CIS
Securities, e, may receive sales credits or fees, direcily or indirectly, when an individmal company under research coverage or a
relsted peer company does an underwritten offering.  CJS intends to seek commisslon related non-invesiment banking
services over the nexi 3 monihs. Accordingly, the firm may have a conflict of interest (hai could effeci the objectivity
af this report.

ANALYST CERTIFICATION
The Research Analystis) who prepared (he document / emal hereby cenify that the views expressed m hds document |/ email



MAXIMUS MARKET OUTPERFORM FEBRUARY 12, 2007
(MMS-$29.22:NYSE) P-TARGET: $38 was §31

CoMPANY UPDATE

o Ql EX-ITEMS ESSENTIALLY INLINE WITH LOWERED ESTIMATES

o TEXAS CONTRACT REMAINS MATERIAL OVERHANG AND MASK ON EARNINGS
o CORE BUSINESS REMAINS SOUND AND SHOWING GOOD PROFITABILITY

o HIGHER TX LOSSES FORCE US TO CUT FY 07 IN HALF AGAIN

o RAISING 08 ESTIMATES ON ASSUMPTION TX IS RESOLVED BY EARLY CO8

o MAINTAIN MET OUTPERFORM, RAISING PRICE TARGET

Q1 results (ex legal expense, write off of a project in Ontario and a receivables write down
and normalized for tax rate) were modestly better than our lowered estimates. As a reminder
we had recently cut our estimates for FY 07 in half due to the revision of the Texas TAA
contract (see our 12/22/06 note for more details) and the shift in MAXIMUS' role as
subcontractor,  Excluding the losses from Texas and normalizing tax rate EPS would have
been $0.39. Revenue was 317mm below our estimate but again excluded S1omm of
revenue that was written off.  Core operations segment revenue (excluding the
aforementioned items) was actually up nearly 10% /v and performed well with a 11.7%
operating margin (7.7% including Ontario). Systems segment performance suffered as it
lost $1.6mm in the quarter despite hitting our sales estimate. Consulting revenue was
$2.3mm below our expectations and margins were 160bps light.  Management expects
margins to sofien in Q2 sequentially in this segment on timing of sales with margins
recovering in the second half. Given that the Systems segment will likely show only modest
profit as it does not expect this vear to be a strong one as the sales cycle for its software
B0 MAIN ST products has lengthened. Consulling profits are likely to be lower v/y and the company now
:’:‘:f‘;';““ expects larger losses from Texas (now $45mm-55mm versus our expeciation of %$20-
30mm).
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We were at the low end of consensus for FY 07 at $0.70 and with guidance now at $0.40-
$0.80 (our estimates included operating losses related to Texas, guidance includes those
losses plus legal expenses and receivable and Ontario write downs) we are once again
cutting our FY 07 estimates in half to below the low end of guidance. Despite the wide
range, we have trouble believing guidance at this point given the lingering uncertainty of

Financial Metrics GAAP Earnings Per Share

Current Price L1593 [|Cash (SMM) 8158  |FY (Scp) 2007¢ | was | 200Be | waa
52 Week Range w2 3¢ -gr 5 [Total Debt (SMM) 50 Q1 Dec (80.48)a
Shares Cut FD {MM) 21.9 Net DebdiCap a 32 Mar {20.05)
Float (MM} 22 Teturn on Equaty 4% 033 Jun £0.40
Average Daily Vol 210K Est. 3-5 yr Rev growth 5-B% 04 Sep £0.47
Market Cap (SMM) $634  |Est 3.5 yr EPS growth 10-15%  |Vear 0,35 | $0.70 | 5190 | $1.30
Enterprise Value (SMM)| 8476 |Dividend Yield 1% PE 836N 152X
higma Trinecior Crmership 1.2%  |Book Value per Share £18.44  |EV/EBITDA | 143X 53X
e oot i legal Charges
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MMS” role in Texas and related losses. We are however raising our 'Y 2008 EPS to $1.90 from
51.30 (which we had lowered from S1.80 in December) even though management expects the
core business generate profits north of $32.00/share this year. We arrive at this estimate for
several reasons:

s The company is weeding out lower margin and/or problem contracts while culling its
new business pipeline by applying higher risk management standards. This approach
while positive for the long term health of the company is almost certainly going to
dampen top line growth over the next 12-18 months and create noise around reported
profitability:

s IFMMS continues to perform enrollment work in Texas it will likely do so at a loss as it
will still need to keep approximately 330 emplovees in the state (currently there are 773
FTEs on the payroll, down from 1.200 at the end of December), thus impacting
Operations segment margins at least until the middle of FY 08 ‘The 11.7% margin
produced in the quarter by this segment (ex Texas and Ontario) was at the high end of
management’s expectations (assuming a 10-12% range) and assuming a resolution in
Texas by early calendar 08 margins should move back to 10% by FQ4:

s As for the other segments we estimate flat to slightly lower margins in consulting as it
we believe last year's 14% margin was abnormally aided by a large amount of ¢laiming
revenue in Q4 (margins in FY 05 were 13.2% and we expect margins 1o normalize this
year at ~13%). The svstems segment has been operating at the lowest margin for many
years and this vear will be only marginally profitable. We assume only modest
contribution to profits next year and in our opinion this segment is also holding back the
true camings power of the company.  Systems integration work is largely generic and
MMS has some proprietary software to help differentiate it from larger competitors but
there have not been any significant software wins recently to help profitability.

On a blended basis we come out at just over 9% operating margins. While our estimates may
prove conservative given our lower degree of confidence in the company’s guidance we prefer
to react positively to either a more favorable resolution to the Texas situation iffwhen that
happens and/or to additional contract wins,

Another concern we have relates to the potential financial liability related 1o walking away from
the Texas contract. According to the 8-K filed on 6/27/06 the prime and subcontract contain
limits of liability of $250mm and the company has agreed to indemnify Accenture for claims
and losses for which MAXIMUS is responsible. Both sides have filed for arbitration against
each other for damages in the amount of $100mm. We understand that both sides share in the
performance faults of the contract and would not expect MMS to be on the hook for the entire
5250mm hability should the entire contract suffer a meltdown. The dispute 15 likely to take
more than a vear to reach the arbitration panel and usually a settlement is reached before it gets
that far in these cases. However, we hope and would believe Accenture wanis an amicable
solution given the company’s publicly stated desire to build its state BPO practice. MAXIMUS
likely wants a resolution as well as it probably does not want this as a stain on a well-regarded
reputation,

Charles Strauzer cstrauzerialcjs-securitics.com
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The company’s cash hoard is a nice security blanket at ~$7/share but management remains on
the sidelines in using it to buyback stock given the current uncertainty in Texas and the need to
maintain certain cash levels for contract surety. As we have said before investors may be
willing to give the company time to get things back on track. The longer it takes to see tangible
improvement 1o sharcholder value, investor patience will likely to wear thin, especially with
activist tyvpe investors now in the stock,

As we said in our quarterly update we expected the TX issue to be an overhang on the stock and
we continue 1o believe so. However, we do believe this contract will eventually get resolved
and the arbitration filing could be the mechanism to finally do so. Our price target is now 538
up from 331 or 7.5X our higher FYORE EBITDA and the stock currently trading at 5.3X. The
biggest risk facing the company is if'it is found to have the preponderance of the fault in TX and
is forced to pay material damages over and above the losses from the contract. We do however
think that this is a well-disclosed possibility and likely in the stock at this point and believe long
term valuation could work higher if the company can restore credibility by being able to clearly
demonsirate the true camings power of the core business.

Charles Strauzer calranzeriicis-securitics.com
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CJ5 SECURITIES, INC. MAXIMUS 2-12.07

COMPANY : MAXIMUS IRC
CURRENCY : USD

HISTORY OF RECOMMENDATION AND PRICE TARGET CHANGES

DATE CLOSING PRICE RECOMMENDATION CHANGE PRICE TARGET
2Z=-Dec=2006 29.77 31.00
07=Aug=2006 27.85 34.00
Z29=-Jun=2006 23.79 30.00
29=-Jun=-20086 23.738 MARKET QUTPERFORM

23=Nov=2005 37.00 44.00
19-Sep=-2005 37.43 MARKET PERFORM

01-Jul=-2005 36.00 41.00
22=-Nov=-2004 31.25% 358.00
05=Nov=-2004 28.00 39.00
08=-Mar=-2004 35.75 45.00
08=-Mar=-2004 35.7% MARKET QUTPERFORM

Source: Firsteall & CJS Sec.

Charles Strauzer cstrauzen(@cjs-securities com

IMPORTANT DISCLOSURES
Valustion Methodalogy: 75X 2008E EV/EBITDA

Investment Risks: TX contract resolution and potential liability claims, State budget coteredections, management execation, compelition,
general macro econombe factors, iming of contracts, mabdlity 10 redace 00818 in underperfoming unis, cost over-nms in fixed price contracs,
penallies for non-perfomeance, acquisitions.

CJ5 Seouritics, Inc. Equity Rescarch rating system

Mawker Chtperformm (MO): a ok that shoald perfonm ab beast 15% better than the Rauessell 2000 index over the next 6-18 months
Mkt Pefornt (MP): 3 stock that shoald perfonm in line with or slightly better than the Russell 2000 index

Mlawdes Unler- Perform (MU 2 stock expected to under-perform the Russell 2000 index

We will continue to have some docks on a Monilor List, where we are indicating to clionis not 1o cxpect a similar level of reszarch coverage as
companies on our active coverage list. Hence, we do not have investment opinions. nor do we intend to publish estimates, on Monitor list names.

Az of 1407, CIS Secunities provides active research on 63 companies, of which 3% (62%) are rated MO(bmy) and 240 35%6) are rated MP Cheld)
and O () are rled MU=, we also have two sdditional companics on our Monilor List (o rating, estimates or price trget),

The miermation and salstics in this repent have been obtained from soirees we believe are reliable bul we do nol wamant ther scouracy or

iy Prices amd apmions conceming the compasition of market sedtors mcladed in this repont reflect the judgments as of this dale and
are subject to change without notice. This material 15 for your information only and does pol constilute m offer 1o buy or sell, or the solicitation
of any effer to buy or sell any sequrilies. CIS Secarities Inc., its affilistes, directors, officers, tockholders, employees {or members of their
familics), and sccoums with respect 1o which the forgoing have invement discretion, may have long or dhorl positrons in, nd ey, a8 principal
ar agent, buy or sell the securilies mentioned herein. Occasionally, T3 Seaurities, Inc. may receive sales credils or fees, diredly or indirectly,
when an individual company under research covernge or a related peer company does an underwritten offering.  CJ5 Intends 1o seek
commission retated non-investment banking services over the next 3 months, Accordingly. the firm may have 3 conflict of interest that
could effect the objectivity of this report,

ANALYST CERTIFICATION

The Rescarch Analyst(s) who prepared the dooment / email hereby cenify that the views expressed in this document / email acourately reflect
the analystis) personal views about the subject companics and their securitees. The Research Analystis) also certify that the Analysa(s) have not
been, are not, and will not be receiving direct or indirect compen=ation for expressing the specific recommendation( s} or view(s) in this repon.

Reprints and'or redisribution of CJS Securities, Inc. reporis are strietly prohibited withowt permission. Copyright 2007, €15
Securities, Inc.

Aubditienal information is available upon request.
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KeyBanc
nla = 5

MAXIMUS, Inc.:

MMS: 2Q07 Resulls Ahead of Expectalions; Guidance Increased; Maintaln BUY

KeyBanc Capital Markats Inc
Mambar NYSE/NASDISIPC

Anurag Rana: (§17) 368-2213 — aranai@kevbancem com

Investors should assume that we are seeking or will seek investment banking
or other business relationships with the company described in this report.

BUY (2)
$36.00
$37.00

$0.40
1.1%

§22-536

205,000
37704

21.40
$18.27

September
$2.20
$0.40
5011
16.4x
$0.0x
s2.01
5042

March
$0.04
$0.41

($0.01)

ACTION STATEMENT

This morning. MMS announced its earnings results for 2Q07, with total revenue and
EPS that came in above our and the Street estimates. Total revenue in the quarter
was $179.1 milion, which exceeded our estimate of $172.6 milion and the Street
forecast of $177.7 millien. EPS in ihe quarter were $0.11, ahead of our forecas! of
$0.04 and the Strest estimate of a loss of $0.01, The Texas confract had a negative
impact of approximately $0.18 on the bottom line, while provision for legal expenses
diluted the earnings by approximately $0.16. Excluding these losses, EPS in the
quarter were $0.45

New sales awards as of May 2, 2007, were appraximataly $302 mdlion compared 1o
$292 million last year W view this as a positive, given samewhal weak bookings in
the 1007 ($80 million companed to $130 million in 1Q08). Additionally, the Campany
staled in its press release that it expects Texas to be profitable from 3QOT (current
quarter) onward. More importantly, the Company increased its guidance for the full
year to total revenues in the range of 3740 million-3770 milkon (up from 3710
millign-$730 milkon) and EPS in the range of $0.85-30.95 (up from $0.40-50.80). The
Company also gave guldance for FY08 with a revenue growth rate of 10% and
EPS in the range of $2.30-82.80. This compares 1o the current Stree! estimate of a
revenue growth rate of 6.2% and EPS of $2.01 and our estimate of a revenue growlh
rate of 5.0% and EPS of $2.20. Currently, the Company has cash of approximately
$8.07 per diluted share on iis balance sheet (up from 57.60 per diluted share in the
prior quarter).

Wa maimain our BUY (2) rating on the stock, as well as our price target of $37.00.
We will be revisiling our estimatas, raling. and price targe! after the conference call,
which is scheduled for 9:00 am (dial in: 800-552-8050)

VALUATION

Curranily, MMS tragas al P/E multiples of 26.5x¢ our CYOT and 16.4x our CY08
estimates comparad 1o #5 peer group median of 22.6x and 16.6x, respeciively On a
cash-adjusted basis, the current valuation appears 10 us to be even more aftractive at
a PE multiple of 12 9% our CY0& numbers. At our price target of 537, MMS would
trade at a P/E multiple cf 16.8x our CY08 estimates.

RISKS

Risk factors that could impede the shares frem achieving our price target include
spending curtailment among state governments, execulion risk on large contracts
and price competilion.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 3 - 4 OF THIS NOTE.
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KeyBanc Capital Markets Inc. Disclosures and Certifications
MAXIMUS. Inc. - MMS

We expect 1o receive or intend to seek compensation for investment banking services from MAXIMUS, Inc. within the
next three months.

Raeg AIC Certiffcation

The research analyst{s) responsible for the preparation of this research report certifies that:{1) all the views expressed in
this research report accurately reflect the research analyst's personal views about any and all of the subject securilies or
issuers; and (2) no part of the research analyst's compensation was. is, or will be directly or indirectly related to the
specilic recommendations or views expressed by iha research analyst(s} in this research repor.

Three-Year Rating and Price Target History

EL
H ol o Q@ ol ol [H 5 ol dE
008 E T
Craatisd bty BlusMab
Distribution of Ratings/|B Services Firmwide and by Sector
HeyBanc Capital Markets TECHNOLOGY
1B FerviFast 12 Mos. |1B-ServiFast 12 Mos.
————— ———————
Reating Count Percent ‘Count Percent | Rating Count Percent Count Percent
BUY [BUYIAR] 125 a0z E 3 TEED | BUY [BUTAR] & 0000 2 nw
HOLD [HOLD] 4 B4.33 ar 2400 | HOLD [(HOLDO) L] &0.00 1 16.6T
SELL [UNDISELL] 5 1.7 -] 020 | SELL [UND/SELL] Q 000 Q o.00
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Rating System
AGGRESSIVE BUY (1) - The security |s expecied to outperiorm the markat over the short term; imvestors should consider
adding thie security to their portfolics, subject to their overall diversification requiremeants.

BUY (2) - The securily i expected fo oulpardorm ihe market over the long term; investors should consider adding the
security to their holdings opportunistically, subject 1o their overall diversification requirements,

HOLD (3) - The security is expecled 1o perform in line with ganeral markat indices; no buy or sell action is recommended at
this time.

UNDERWEIGHT (4} - The security is expecied 1o underperform the market, investors should reduce their holdings
opportunistically.

SELL (5) - Absolule downside risk i evident for the securily. investors should liquidate their holdings.

The infermation contained in this report is based on sources considered to be reliable but is not represented 10 be complete and ds
accuracy is net guaranteed. The opinions expressed reflect the judgment of the author as of the date of publication and are subject to
change without notice. This repart does not constitute an offer to sell or a solicitation of an offer to buy any securities. Gur company
palicy prehibits research analysis and mambers of their families from cwning securities of any company followed by that analyst,
unless otherwise disclosed. Our afficers, direclors, shareholders and olher employees, and members of their families may have
pasifions in these securities and may as principal or agent, buy and sell such securities before, after or concurrently with the
publication of this reporl. In same inslances, such investments may be inconsistent with the opinions expressed herain, One of mofe of|
our employess, other than the research analyst respansible for the preparation of this report, may be a member of the Board of
Directors of any company referred 1o in this report. The research analyst responsible for the preparation of this report is compensated.
based in part, on investment banking revenue which may include revenue derived from the Firm's performance of investment banking
services for companies referred to in this repert, alihough such compensation is not based upen specific invesiment banking services
transactions for these or any alher companies. |n aceordance with industry praclices, our analysts are prohibited from soliciting
investiment banking business for ur Firm
@ Copyright 2007, KeyBanc Capital Markets Inc. All rights reserved.

Securities, mutual funds and other investment products are:
« Mot Insured by the FDIC.

«» Mot deposits or other obligations of, or guaranteed by KeyBanc Capital Markets Inc., KeyBank, N.A. or any of
their affiliates.

« Subject to investment risks, including possible loss of the principal amount invested.



Jefferies & Company, Inc. July 26, 2007

Tachnology MAXIMUS (NYSE: MMS)
IT Services
Potential Full Value Realization Unlikely

Investment Summary
If bought, Maximus should be worth $51, by our analysis. That said,
the timing of a polential sale of the business is quite poor and

Company Update probably depresses the take-out price because of the "story” of large
Price Target Change charges inflating perceived risks and obscuring business trends,
Estimate Change making valuing the business challenging
Raling BUY Event
Price: $44.25 Maximus is exploring strategic alternafives, including the sale of the
Price Target 100 business. The company also plans to take a $33MM pre-tax charge
frevi $50.00 due to a setflement with the federal government conceming the
Bloomberg: NYSE: MMS company's Medicaid claiming work for the District of Columbia.
Excluding this charge management reiterated full year guidance.
Market Data .
52.Week Range: §45.48-52533 Key Points
Total Eniprs. Value {MM] 58018 + Why consider selling the business when recent results don't
Market Cap. (MM} $976.6 reflect future potential? Maximus is on the cusp of improving
Shares Out. (MM): 220 results due to the exit of problem contracts and better internal
Aorg. Dty Vol - 190.017 execulion, in our view. The impact of these changes to potential
Financial Summary growth and returns is impossible for investors to fully grasp until a
Book Value (MM 1996 few clean quarters are reported. We estimate reported EPS likely
Nt Debt (MA: (5174.8) steps up significantly from negative $0.94 over the past twelve
Met DebtiCapial: 0.0% months, including the June gquarter, to positive $2.36 over the
ROE: 12.6% forward twelve months. Howewver the recent earnings volatility likely
35 ¥r. Est. EPS Growlh Rate: 15.0% causes potential bidders to haircut these projections or Utilize a
ROIC: 13.4% relatively high discount rate. There is a significant disconnect nght
Lg-Trm Debt lo Eqty: 2% now between what management knows and what investors can

ROE; Eztimale for FYE 2008

ROIC: Estimale for FYE 2008 perceive—a disadvantage to current investors, in our view.

So what is Maximus worth on a takeout? After excluding

uspD 20054 200BE 2007E 2008E earnings from the discontinued Texas and Onfario contracts and
Rev. (MM) 6475 7009 7502 @&252 other one-time charges (we said it has been messy), we estimate
EV/Rev. 1.2% 1.1 11% 1.0% F2007 EPS comes in around 52 15 (above guidance on February B
EPS of $2.00-210). Normalized EPS of $2.15 implies EBITDA of
cal. 166 (0.79) 180 256 approximately SS5MM, assuming a 40% tax rate and S21MM of
Cal. PIE 267%  NM  247x  17.3x D&A. Earlier this year Keane, Inc. was acquired for S854MM, or a
EPS Diluted little ower 10_:: C(_]G EBITDA, for flalt!sh perforr!'lance. A 10x multiple
Dec — 041 (0433 - on 395MM implies a 351 stock price, after including $175MM of
Mar — 04l DA1A _ cash (post settlement payment).
Jun — (081} (0.66) - Valuation/Risks
Prev. - - 0.65 - The EV of Maximus (assuming S175MM of cash after the DC
Sep — 008 0862 — settlement payment) is about 7 5x our C2008 EBITDA estimate of
FY Sep — 011 (0.42) 245 $108 6MM (about 15% growth from normalized 2007). Alternatively,
Prav. FY - - 0,00 - MMS trades at 17x our CO08 EPS estimate of 32.98. By both valuation
FY RE NM NM NM 181 metrics we believe MMS remains attractive, especially considering
GAAP EFS. the likelihood of accelerated earnings and cash flow growth over the
Consensus — on o4z 21 next year due to the completion of a turnaround, ROIC should
recover to the mid-teens and perceived risk likely continues fo
Malthew G. McKay, CFA dissipate over the next year. These dynamics imply healthy stock
(B17) 342-T909. mmckenJefieries.com performance over the next year. The key risk is poor execution on the

sale of the business that does not maximize shareholder value, in our
view. Please see the attached DCF model to understand the
operating assumptions supporting our $51 PT.

Impact on Other Companies

A

Flease see important disclosure information on pages 6 - 8 of this report. L]
Jefferies E3




(NYSE:MMS)

Company Description

MAXIMUS was incorporated in 1975, has been publicly traded since 1857, and is based in Reston, Virginia, The
company offers services primarily to state and local governments, as well as the federal government. In fiscal 3Q04
management reorganized the company into three business segments: health services, human services, and technical
services. The main drivers of the business are program management and outsourcing of health and human services
that are federally mandated and funded. In addition, the company is positioned to take advantage of legislative actions
encouraging state and local spending on modemization of voting technology, improving port secunty, and offering
improved educational services. MAXIMUS is a member of the Russell 2000 and S&P 600 SmallCap index.

Please see important disclosure information on pages 6 - 8 of this report. Jefferies & Company, Inc.
Malthew G. McKay. CFA . mmckay@ Jefleries.com. (617) 342-7909 Page 2 of 8
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Maximus, Inc.
2005-2008E Profit and Loss Model
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Flease see important disclosune information on pages 6 - 8§ of this repart Jefferies & Company, Inc.
Matifew G MeRay, CFA | mmoir Jefleries com, {817) 342-7509
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Maximus, Inc.
2005-2008E Balance Sheet and Cash Flow Model

(4 milkoes, eaoapd per share) FROOTE: FR00IE.
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Please see important disclosure information on pages 6 - 8 of this report. Jefferies & Company, Inc.

Matthew G. McKay. CRA . mmckayf® Jefleries.com. (B17) 342-7909
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Maximus, Inc. LLH One-Year Price Target
Discounted Cash Flow Analysis (10-Year) (% in milliens, except per share)
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FCF Multiph du LT 10:4s EED LT 104y
Tesmniul Valus T ; T T ;
Pretanl Vol of Tamvanad Vaka &7 a7 501 ] 413 o L xar i
Presen Value of Cash Flows 54 554 554 54 534 534 508 o] 508
Assat Vs TOIE 1080 o [7:3 [ ) (1] 5] [15]
Cuth L m L i m L imn i i
Debit 3 3 3 3 3 3 3 3 3
Imphed E quity Valoe A0 1218 [Fic] T IE 1121 (KL 1021 108 1058 |
Implied Equity Value per Share 1 340 & 84731 344 13
Imphed Perpelis] Growth Rate 0% 1% 1% 2% 1% 5% 44% 4 0% 5%

Source: Jflenes & Company, inc
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WMathow G Mokay, CFA ki Mffecies com, (817) J42-Te08

Jefferies & Company, Inc.
PageSof 8



(NYSE:MMS)

ANALYST CERTIFICATIONS

|, Matthew McKay, CFA, cerify that all of the views expressed in this research report accurately reflect my personal views about the
subject security(ies) and subject company(ies). | also certify that ne part of my compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed in this research report.

Important Disclosures

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments
discussed in this report receive compensation based in part on the overall pedformance of the firm, including
investment banking income. We seek to update our research as appropriale, but various regulations may prevent us
from doing s0. Aside from certain industry reports published on a periodic basis, the large majority of repors are
published at irregular intervals as appropriate in the analyst's judgement.

Meanings of Jefferies & Company, Inc, Ratings
Buy - Describes stocks that we expect to provide a total retumn (price appreciation plus yield) of 15% or more within a
12-month period,

Hold - Describes stocks that we expect to provide a total return (price appreciation plus yield) of plus or minus 15%
within a 12-month period.

Underperform - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 15%
of more within a 12-manth period,

Qur focus on mid-capitalization and growth companies implies that many of the companies we cover are typically mane
volatile than the overall stock market, which can be amplified for companies with an average stock price consistenthy
below 10. For companies in this category only, the expected total return (price appreciation plus yield) for Buy rated
stocks is 20% or more within a 12-month period. For Hold rated stocks with an average stock price consistently below
510, the expected total retwn (price appreciation plus yvield) is plus or minus 20% within a 12-month penod. For
Underperform rated stocks with an average stock price consistently below $10, the expected total return (price
appreciation plus yield) is minus 20% within a 12-month period

MR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance
with applicable regulations andfor Jefferies & Company, Inc, policies.

CS - Coverage Suspended, Jefferies & Company, Inc. has suspended coverage of this company.
NG - Mot covered, Jefferies & Company, Inc. does not cover this company

Speculative Buy - Describes stocks we view with a positive bias, whose company fundamentals and financials are
being monitored, but for which there is insufficient information for Jefferies & Company, Inc. to assign a Buy, Hold or
Underperform Rating. At the discretion of the analyst, a Speculative buy-rated stock could also include stocks with a
price under 85, or where the company is not investment grade to highlight the risk of the situation.

Speculative Underperform - Describes stocks we view with a negative bias, whose company fundamentals and
financials are being manitored, but for which there is insufficient information for Jefferies & Company, Inc. to assign a
Buy, Hoeld or Underperform Rating. At the discretion of the analyst, a Speculative underperform-rated stock could also
include stocks with a price under 35, or where the company is not investment grade to highlight the risk of the situation.

Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy
or applicable securities regulations prohibit certain types of communications, including investment recommendations.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no
financial projections or opinions on the investment merits of the company are pravided,

Valuation Methodology
Jefferies’ methodology for assigning ratings may include the following: market capitalization, maturity, growthivalue,
volatility and expected total return over the next 12 months, The price targets are based on several methodologies,

Please see important disclosure information on pages 6 - 8 of this report. Jefferies & Company, Inc.
Matthew G. McKay. CFA . mmckay@ Jefleries.com. (617) 342-7909 Page 6 of 8
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which may include, but are not restricted to, analyses of market risk, growth rate, revenue stream, discounted cash flow
(DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EVIEBITDA, PE, PE/growth, FICF, PIFCF, premium
(discount)/average group EVIEBITDA, premium (discount)faverage group P/E, sum of the parts, net asset value,
dividend returns, and retumn on equity (ROE) over the next 12 months.

Risk which may impede the achievement of our Price Target

This report was prepared for general circulation and does not provide investment recommendations specific to
individual investors, As such, the financial instruments discussed in this repant may not be suitable for all investors and
investors must make their own investment decisions based upon their specific investment objectives and financial
situafion utilizing their own financial advisors as they deem necessary. Past performance of the financial instruments
recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
incorme from, amy of the financial instruments mentioned in this report can rise as well as fall and may be affected by
changes in economic, financial and political factors. If a financial instrument is denominated in a currency other than
the investor's home currency, a change in exchange rates may adversely affect the price of, value of, or income
derived from the financial instrument described in this report. In addition, investors in securities such as ADRs, whose
values are affected by the currency of the underlying security, effectively assume curmency risk.

Rating and Price Target History for: MAXIMUS, Inc. (MMS) as of 07-24-2007
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Distribution of Ratings
1B Serv/Past 12 Mos.

Rating Count Parcent Counl o Forcent
BUY [BUY/SB] 437 B4 .08 85 12.59
HOLD [HOLD] 338 41.83 30 a3
SELL [UNPFiSU] 33 4.08 4 1212

OTHER DISCLOSURES

This material has been prepared by Jefferies & Compary, Inc. a U.S -registered broker-dealer, employing apprapriate
expertise, and in the belief that it is fair and not misleading. The information upon which this material is based was
obtained from sowrces believed to be reliable, but has not been independently verified, therefore, we do not guarartee
its accuracy. Additional and supporing information is available upon request. This is not an offer or solicitation of an
offer to buy or sell any security or investment. Any opinion or estimates constitute our best judgment as of this date,
and are subject to change without notice. Jefferies & Company, Inc. and Jefferies International Limited and their
affiliates and their respective directors, officers and employees may buy or sell securities mentioned herein as agent or
principal for their own account

Additional information for UK and Canadian investors

Please see important disclosure information on pages 6 - 8 of this report. Jefferies & Company, Inc.
Matthew G. McKay. CRA . mmckawf@ Jefferies com. (817) 342-7308 Fage 7 of 8
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This material is approved for distribution in the United Kingdom by Jefferies International Limited which is authorized
and regulated by the Financial Services Autharity ("FSA"). While we believe this infarmation and matenals upan which
this information was based are accurate, except for any obligations under the rules of the FSA, we do not guarantee its
accuracy. This material is intended for use only by a person or entity that qualifies as an authorised person or exempt
person within the meaning of section 19 of the UK Financial Services and Markets Act 2000 (the "Act”) or qualifies as a
person to whom the financial promotion restrictions imposed by the Act does not apply by vitue of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005, or is a person classified as an “intermediate
customer” for the purposes of the Conduct of Business Rules of the FSA None of the investments or investment
services mentioned or described herein are available to other persons in the UK and in particular are not available to
"private customers” as defined by the rules of the FSA. For Canadian investors, this material is intended for use only by
professional or institutional investors, MNone of the investments or investment services mentioned or described herein
are available to other persons or to anyone in Canada who is not a "Designated Institution™ as defined by the Securities
Act (Ontario).

This material does not constitute a personal recommendation or take into account the particular investrment objectives,
financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation in
this report is suitable for their paricular circumstances and, if appropriate, seek professional advice, including tax
advice, The price and value of the investments referred to herein and the income from them may fluctuate. Past
performance is not a guide to future performance, future returns are not guaranteed, and a loss of oniginal capital may
occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from,
certain investments.

Jefferies & Company, Inc. research reports are disseminated and available primarily electronically, and, in some cases,
in printed form. Electronic research is simultaneously available to all clients. This report or any portion hereof may nat
be reprinted, sold or redistibuted without the written consent of Jefferies & Company, Inc. Jefferies International
Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the
details of which are available upon request in writing to: The Compliance Officer, Jefferies International Limited,
Bracken House, One Friday Street, London EC4M SJA; telephone +44 (0) 20 7618 3500, facsimile +44 (0) 20 7618
3760.

© 2007 Jefferies & Company, Inc,

Please see important disclosure information on pages 6 - 8 of this report. Jefferies & Company, Inc.
Malthew G. McKay, CFA . mmckay@ Jefleries.com. (617) 342-7909 Page 8 of 8
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| Price Target Change
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KeyBanc Capital Markats Inc
Member NYSEFINRAISIPC

MAXIMUS, Inc.:
MMS: 1Q09 Call ; Malntain BUY

Anurag Rana: (§17) 368-2213 — aranaikevbancem com
Adam Josephson: (017) 368-2280 — aiwsephsoniPkavbancoem com

Investors should assume that we are seeking or will seek investment banking
or other business relationships with the company described in this report.

BUY
$38.07
$43.00

$0.48

1.3%

§26-845
230,000
$685.3
18.00
314,28

September
$3.20
§3.02
$0.35
11.9x
12.6x
52
$3.02

S0.64
5051
$0.75

ACTION STATEMENT

Earlier today MAXIMUS, Inc. (MMS-NYSE) reported 1200 results that were
essentially in line with our and Street expectations, and which were devoid of any
charges or special items for the first time in several quarters.

MMS maintained #s FY09 EPS guidance of $3.00-3.15, while saying that it expects
FYQ2 revenue to be at the lower end of Hs previously communicated 5750
million-8775 million range awing to project delays {which could be affset by some
contributions from new federal legiskation). We were already expecting FY09 revenue
at the low end of the range (3754 million; the Street was only slightly highar at $758
millien), so this news comes as littke surprise to us. MMS expects the reauthorization
of SCHIP will result in a substantial increase in enrallments in the programs it
operates, though it expects any material contribution to fake place in FY10 and
beyond. Mere broadly, the Company expects the majority of potential benefits from
any new federal lagistation will not have a material impact on results untll FY10 and
beyond. We view MMS' longterm growih prospects as significant, given both
ongoing federal suppert for Medicald and SCHIP along with MMS' leading position in
those markets, 28 stales and the Distriet of Columbia outsource Medicaid Managed
Care, af which MMS manages enrollimant in 13, with a §7% markst share of tha
population in those 29 outsourcing states. and 12 states oulsource SCHIP
enroliment. of which MMS manages enroliment in five states. with a 69% market
share.

In our view, MMS s well positicned 1o ride out UsS economic problems In the
quarters o come. Iis core Operations business now accounts for 87% of revenue
and continues to grow at a healthy rate(11% on a constant currency basis in 1009)
and earn high marging (13.7% in 1009). Well over T0% of its revenue comes from
federally funded pregrams such as Medicaid and SCHIP so a significant perceniage
of its top line s stable, in our opinion. The Company has just three lange remalning
“legacy” ERP contracts in its money-losing Consuling segment, two of which are
parforming 1o the Company’s satisfaction, and MMS said on #s conference call that it
expects the Consulting segment 1o become profitable in FY08. MMS also conlinueas
1o genarate steady cash flow and has a strong balance sheet, with $51.5 million of
cash (and another $13 milkon that i expects to receive in 2Q09) and no debt

Wea continue to believe that the Company's strong presence in the healh and human
sarvices markel will bode well for Tulure growth, given this adminisiration's apparant
suppart for many such services, Morsaver, we balisve MMES could banafit from
increasing unemployment, as this situation could lead to a spike in the number af
pecple aligible for public health plans that MMS has expertise in administening

After these resulis, we are reducing our FY02 revenue estimate from $754 million to
$740 millicn, which implles a year-over-year decline of 0.7%. However we are
leaving our EPS estimate of $3.02 infact. We are also introducing FY10 estimates:
revenue growth of 5% and EPS of $3.20, which implies 8.3% growth. Far both
years, we are expecting an operating margin of 12.4%. We are malintaining our
BUY rating on the stock and are increasing our price target from 340 to $43.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 6 - 7 OF THIS NOTE.
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KEY INVESTMENT POINTS

1Q0% Resulls as Expecied

MMS reported 1Q08 results that were essentially in line with aur and Street expactations. Its revenue was $180 milllon (up 5% on a
constant currency basis). compared to our forecast of 5181 million, and its EPS was $0.67, compared to our estimate of $50.68 and
the Street's estimate of $0.66. Its operating margin was 11.0%, 20 basis points below our forecast.

MMSE" Operations segment (approximately 87% of revenue) confinues to pedorm well, in our view, growing revenue B%
year-everyear (11% on a constant currency basis) and earning an operating margin of 13.7%. MMS continues 1o expect he
segment's operating margin in FY09 to be at the higher end of the Company's staled range of 10-15%. The Consulting segment
(roughly 13% of revenue) experienced a revenue decling of 22% and |ost $1.5 million. This segment's results were hamperad by a
project charge of 52.5 million as a result of a cost increase on a fied price contract. MMS' total hookings (signed confract wins)
year-to-date at January 30, 2009, were $208 million, compared to $311 million a year ago. MMS' new contracts pending at February
3. 2008, wera $135 million, compared to $264 milion last year The tables balow compare the Company's resulls 1o our estimates,
and provide a broader snapshot of the results.

Table 1. Variance

Actual Eslimate Varlance %o Varlance

Revene $180.]1 51814 513 1%
Yo Cleange (%a) 1.7 4% 0.7

Gross Margin 16.2% 26.T% -0.5%

Op. Income 3108 5103 805 et
Y¥o¥ Change (%a) 1% 5.5% «2.6%

Op. Margin 1107 11.2% -0,2%

Tax Rale 30.5% 1.2% i

EPS $06T .68 (5000 1%
Yo Change (%) 18.5% 10.3% -14%

Sheares Oulstanding 180 187 0.8 =A%

Sourca; Company rapans, KayBanc Copital Mavkeds fne,
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Table 2. Snaeshot

3QOT  4QIT NQOE 2008 QIS 4008 1000
Incame Statement Data
Revenue 170 174 177 150 185 180 180
Op. Income (Prix Formaj n M 1% 3 Fol m 20
TTM EBITIA (Pro Formea)y &5 %l 102 (Li5] o 99
Gross Margin (Fro Forma) 1% 7% Pl 2% 5% 2% 6%
Op. Mangin (Pro Formea) 13% 14% I%e 12% 13% 1% 1%
Yol ® Change
Revanue e 1% £ it 1% e e
Op. Income (Prix Formaj 4% T8 e 17% e
EPS (Excl. Changes) Sy 108%% e 1% 1%
Segment Dala
Operatbons
%4 of Total Revenue 3% % B 85% 8% B6%% 8%
Operating Margin 14% 16% 12% 14% 14% 14% 14%
Canslting
%4 of Total Revenue 17% 18% 17% 15% 1™ 4% 13%%
Cperating Margin ™5 [+ % % e 4% %
Balance Sheet & Cash Flow
et Cash® 214 197 63 & T 122 Ik
TTM FCF (CFO - CapEx) 12 7 7 10 59 12
TTM FCF %o Revenue o) S 4% 1% e e

Sowrce: Company reponts, KayBanc Capital Markets inc.
“Net cash in 1009 includes a $13 milion insurance reimbureemeant that the Company expects to receive in 2000,

Balance Sheet and Cash Flow Highlights

At the end of the quarter, the Company had $51.5 milion in cash (about $3.43 per diluted share) and no debt on its balance sheet.
This cash amount excludes a $13 million insurance reimbursement that MMS expects to receive In 2009 related to its arbitration
settlement. Including this amount, MMS would hawve around 34,15 of cash per diluted share. MMS paid 340 million in 1Q02 related
to the setiement, which resulted in a use of cash from conlinuing aperations of $21.2 milion and negalive free cash flow {free cash
flew is defined as cash flow from operaticns less PPSE and capitalized software costs) of $25.3 milkon. Excluding the payout, MMS
generated $18.8 million in cash frem operations and free cash fliow from continuing operations of $14.7 million. MMS is maintaining
its FY08 cash flow guidance of $35 million-845 million of eash from continuing operations and $15 million-$25 million of free cash
flow. Excluding the $40 million cash payout, MMS would be guiding to $55 million-$85 million of free cash flow in FYD4,

The Company bought back 740,490 shares for $23.2 million under its share repurchase pragram during the quarter, and had
approximately $59.5 milkon available under this program for additienal purchases as of December 31.

FY0% EPS Guidance Relterated

MMS maintained its FY0% EPS guidance of $3.00-53.15, while saying that it expects FYOP revenue lo be at the lower and of ils
previously communicated $750 milion-8775 million range owing 1o project delays (which could be offset by scme contributions from
new federal legislation). We were already expecting FY0% revenue al the low end of the range (5754 milion: the Street was only
slightly higher at $758 million), 50 this news is little surprise 10 us, MMS expects the reauthorization of SCHIP will result in a
substantial increase in enroliments in the programs it oparates, though it expects any material contribution 1o 1ake place in FY 10 and
beyond.

Esfimate Changes

We are reducing our FY09 revenue estimate from $754 milion to $740 midllon, which implies a year-over-year decline of 0.7%.
However we are leaving our EPS estimate of $3.02 intact. We are also introducing FY10 sstimates: revenue growth of 5% and EPS
of $3.20, which implies 6.3% growih. For both years, we are expecting an cperating margin of 12.4%.

VALUATION

MMS trades at & P/E mulliple of 11.8x our revised CY09 EPS estimate. compared o its peer group median of 16.5x. ©n an
EV/EBITDA multiple basis, the stock frades at 6.1x our CY 09 eslimate, compared 1o iis peer group median of 8.6x. Al cur revised
price target of 543, MMS would trade at a PVE multipte of 13.4x our CY09 estinate and an EVIERITDA multiple of 7.0x.
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RISKS
Risk factors thal could impede the stock from achieving our price target include spending cunailmant amaong stale governments,
exacution risk on large contracts and price competition.

EPS (Net) Summary
10 50.51 HM | S067A | 314% 50.73 2.0%
20 5051 3836% 064 | 255% 079 234%
1 50.61 HM soas | amaw 50.96 12%
4 (81.35) M s0.98 NM 50.96 20%
YEAR 50.35 M 302 | 7629% $3.20 0%

Souwce: KeyBanc Capital Markats Inc. estimates



Toin B
ot of Rvamsn
A e for Conr-Ties [
oz Feat (CLAATY
Ao Froel (Fro Fomea)
il Gl s st
Adjueirmnis for fioe-Tieme lvma

%, N Y i B

¥ 32 gd

§E ceBlge 8Eg

L]
e
s
et
s
FLE]
L]
wa
3
L]

EE ¢E EE £

Eee

EEE eeE




Company Note
February 5, 2009

KeyBanc Capital Markets Inc. Disclosures and Certifications

MAXIMUS, Inc. - MMS

On 4/1/08, KeyBanc Capital Markets changed its rating scale from a Stiered system to a 3-iered system. The rating
change from Aggressive Buy to Buy on 4/1/0& reflects this transilion, and net a rating downgrade or change in opinion.

We have received compansation for nen-nvesiment banking securities related services from MAXIMUS, Inc. during the
past 12 months,

We expect 10 receive or infend 10 seek compensation for investment banking services from MAXIMUS, Inc. within the
next three months.

Reg AIC Certificati

The research analyst{s) responsible for the preparation of this research report cerlifies that{1) all the views expressed in
this research report accurately reflect the research analyst's personal views about any and all of the subject securities or
Issuwars, and (2) no part of the research analyst's compansation was, is, of will ba directly or indirectly related to the
specilic recommendations or views expressed by Ihe research analyst(s) in this research repon

Three-Year Rating and Price Target History

2007 2008 2000

On 4/1/08, KeyBanc Capital Marksts changed Its rating sCale from a S-ered system to @ 3-bered system. The rating change trom
Agaressive Buy to Buy on 471708 refects iz ransition, and not a ratng downgrads of change In opinion.

Coralied by BlueMa e

Distribution of Ratings/|B Services Firmwide and by Sector
KeyBanc Caplital Markets TECHNOLOGY
1B BerviPast 12 Mos. 1B Serd Fast 12 Mos.
Rating Court Percent Count  Percent | Rating Count Parcent Count Parcent
BUY [BUY] 123 B0 Fo TEE | BUY [BUY] i T L] 0.00
HOLD [HOLD] 195 8670 a2 1641 | HOLD [HOLO] 13 6330 0 0.00
SELL [uwD] 2% TED o 000 | SELL [UND] a oo 0 o.00
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Rating Systemn
BUY - The security is expacted to ouiperform the markei over the nexi six 1o 12 months, invesiors should consider adding
the security to their holdings cpportunistically. subject to their overall diversification requirements.

HOLD - The securty s expactad to parform in line wilh genaeral marke! indices over the naxt i 1o 12 months, no buy or el
aclion is recommended at this time,

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their heldings opporiunistically

The information cantained in this repart s based an sources considerad to be reliable but [s nol represeniad 1o be complete and s
accuracy is nof guaranteed, The opinions expressed reflect the judgment of the author as of the date of publication and are subject to
change without nofice. This report does not constitute an offer to sell or a solicitation of an offer to buy any securities. Cur company
palicy prehibits research analysts and members of their families from owning securities of any company followed by that analyst,
unless otherwise disclosed. Qur officers, direciors, shareholdars and olhar employees. and members of their familles may have
positions in these securities and may. as principal or agent, buy and sell such securities before, after or concurrently with the
publication of this report. In some Instances, such investmenis may be inconsisient with the opinions expressed herein. One o more of|
our employees, other than the research analys! respansitile for the preparation of this report, may be a member of the Board of
Directors of any company refernad to in this report. The research analyst respongible for the preparation of this report is compensated,
based in part, on investment banking revenue which may include revenue derived from the Firm's performance of invesiment banking
services for companies referred to in this report, althowgh such compensation is not based upon specific invesiment banking services
fransactions for these or any olher companies. In accordance with industry praciices, our analysts are prohibited from scliciting
investmeant banking business for aur Firm
Copyright 2009, KeyBanc Capltal Markets Inc. All rights reserved.

Securities, mutual funds and other investment products are:
» Not Insured by the FDIC,

» Mot deposits or other obligations of, or guaranteed by KeyBanc Capital Markets Inc., KeyBank, N.A. or any of
their affiliates.

» Subject to investment risks, including possible loss of the principal amount invested.
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STIFEL

NICOLAUS

From To
Changes {Previous) (Current)
Rating - Hold
FYQZE EPS $2.73 $2.79
(Net)
FY10E EPS F3.22 $3.10
(Mat)
Stock Data
Price (08/106/09): 4186
52Weok Range: 344 =526
Market Cap{$mm): §745.1
SheOVS-Diluted (mm): 78
Enterprisge Val. {3mm): $651.4
g Daily Vil {3 Mao): 154 677
LT DebtTotal Cap. 0.0%
Het CashiShara; 3535
Dividand {$): 3048
Yield (%) 1.1%
Book Value/Share: $15.87
SRP Inde: 99708
EPS (Met) 2008A 2009E 2010E
12 $0.594 S0ETA S0.7Q
20 0754 0654 073
30 0.81A 088A 0.81
40 0.71A 079 0.85
FY Sap $286A S$279  $310
PIE 148 150x 135

FY08 quantarly EPS estimates ara pro forma
from condinuing operations, and esckide
ong-{ime, nonrectirring fems, inclde $0.03 of
pra-ASR intarast incoma.

Revenue (Net) $807 00\ 575020 5801 .4M
EViRevenue 0.8 0.9 0.8x
FY08 revenue estimates are from continuing
OpErations.

|
'““\_.FFW i
|
|

Maximus, Inc.

MMS — NYSE
Hold

Commercial IT Services
August 7, 2000

Solid F3Q09, Though FY10 Revenue Guidance Down
Like-For-Like; Maint. Hold

George A, Price
Shlome Rasenbaum
Richard Eskelsen

(443) 224-1323 gapnce@@siifel com
(443) 224-1322  shrosenbaum@stitel com
(443) 224-1366  eskelsenrgstitel com
Analysis of Sales/Earnings

+ Despite continuing fundamental improvements, particularly in reducing
losses in Consulting segment and ongoing new business wins (e.g, UK
employment senvices deal, stimulus-funded CMS contract), we remain
cautious on MMS shares due to ongoing challenges in the S&L fiscal
ervironment

Center for Budgel and Policy Priorities (www.cbpp.org) notes that $248 in
budget shortfalls have opened in FY10 state ets of at least 12 states
and DC, and total estimated FyY10 = FY11 state budget shortfall expected
to be at least $3508.

4.

MMS saw some of this impact already, with its CA Healthy Families
contract revenue expected to be reduced by about $12M in FY10. We
remain concerned that there could be additional impacts to MMS form
SEL fiscal difficulties.

.

FAQ09 results generally in line. Revenue was slightly below us and
consensus, and pro forma EPS (excl. $0.16 legal and settlement
recovery) of 30 68 was 30.01 below us but a penny ahead of consensus.
(see report table below), FCF of $5 8M was well above our prior estimate
(benefitted from positive working capital impacts).

Prior FY09 guidance (revenue of $745M - §755M and ERPS gudance,
excl. legal and settlement recovery, of $2.75 — $2.85) was maintained
MMS reiterated prior FY10 revenue guidance of 7% growth, but this now
includes new 5 year, $200M UK employment services deal. Since FY10
revenue guidance did not include incremental contract wins like the UK
deal, we view like-for-like prior guidance as reduced to 5% growth,
reflecting S&L budget difficulies. MMS also seemed to indicate FY10
operating margin was likely to be more flattish, given upfront losses
expected on the new UK deal.

Wihile MMS shares trade don't look particularly expensive to us and trade
roughly in line with peers on most metrics (FCF yield an exception), in our
view their valuation seems fair in light of expected performance near-term
and S&L fiscal challenges. Maintain Hold on the shares.

All relevant disclosures and certifications appear on pages 11 - 12 of this report. Page 1
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Investment Conclusions

We are maintaining our Hold rating on MMS share and remain cautious on company prospects in the near term
Although we commend management for improving the business from a fundamental standpoint through reducing
legacy losses in its Consulting segment (now expects to be breakeven or even post small profit by year-end, following
3 consecutive quarters of OPM improvements) and continuing to win new business (e.g., new UK employment services
deal), we believe that the currert S&L fiscal environment remains uncertain.

The Center for Budget and Policy Friorities (www.cbpp org) has reported that $248 in budget shortfalls have opened in
F¥10 state budgets (begun July 1, 2008 in most states) in at least 12 states plus DC. CBPF also estimates that state
FY11 budget shortfalls will be 31608 - 31808, with the estimated total budget shortfall over the next two state fiscal
years will be at least $3508. MMS experienced a first wave of S&L budget issues this quarter, as its FY10 revenue
outlook was impacted by CA budget cuts in the CA Healthy Families program. MMS expects to see revenue impacted
by ~12M in FY10 from CA Healthy Families, and we think there could be some risk in one of the remaining two CA
contracts (we believe more risk of potential cuts in CalWorks versus Medi-Cal). These ongoing S&L fiscal difficulties,
coupled with MMS new UK government contract (which we expect to be a long term positive for the company but
remain somewhat leery of due to past difficulties with other sizable UK government contracts) cause us to remain
cautious on MMS shares.
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Resuits

RESULTS VERSUS OUR EXPECTATIONS AT TIME OF EARNINGS ANNOUNCEMENT

KEY METRICS

F3009 SN Est. Actual Year Ago  Comment

Revenue (M), continuing ops. 31804 31852 $189.4 Below our estimate and consensus. MMS
provided no prior guidance, but reiterated
FY09 {Sept} guidance.

YO Growth (as reported) 0.0% ~10.2% 5.0%
YO Growth {cont. ops.) 0.0% -2.2% 11.4%

Consansus Ravenus (3M) F187.3

Gross Margin (reported) 26.1% 25.9% 26.8% Slightly balow our estimate.

EBIT Margin (GAAP) 10.4% 13.3% T.1% Includes legal and setiement recovery, which
added 261 bps to OPM.

EEIT Margin {pro forma, excl. one 10.4% 10.7% B0% Slightly aiove our estimate, bansfitting from

time and lagal) smaller loss GO0 in Consulting unit and
CONBNUING S¥0Ng Marging in Operations unil

T Rale 39.5% 39.5% 354% I lire

EPS (GRAP) $0.60 5084 $0.61

YO Growih 121% ITTH MK

EPS {cont, ops., pro Srma) $0.69 5084 $0.92 Includes 50,16 due 1o legal and Seltemant

FlCOVEry.
YO Growth -25.0% 8% A

EPS (cont. ops., pro forma, excl. 3068 $0.68 5081 A panny balow our estimate, but $0.01 above

lagaly consansus. Higher share count versus our
aslimale took a penny, so would call it in-line.
Excludes $0.16 in legal and setilement
TRCOVErY.

YO Growth “14.6% ~16.0% ]

Consensus EPS 067

Share count (M) 175 1Te 188 Above cur estimate and reduced EPS by a penny
relative to o estimate.

AR DS0 (days) &9 T2 " Slightly highar than our estimate, driven by higher
billed revenue, which may be a function of shewer
state payments due to budget challengss.

Free Cash Flow ($M) $0.7 §5.8 $6.1 Above our eatimate, due te higher deferred
revenue and other positive working capital
impacts {beyond AR DS0s),

Source: Company Filngs, FirstCall Estimates. and St Nicokius Estimatos.

+ F3009 results were generally in line, with revenue slightly below us and consensus, and pro forma EPS (excl. $0.16
legal and settlement recovery) of $0.68 was 50.01 below us but a penny ahead of consensus. Howewver, using our
lower share count, pro forma EPS would have been in line with our estimate.

« Pro forma EBIT of 10.7% was slightly above our estimate. OPM in the Operations segment was 12.1%, which,
although still strong, was down QOQ for a second quarter ina row and down 240 bps YOY. OFM in the Consulting
segment was -0.7%, a 100 bps sequential improvemeant. Both segment operating margins were below our prior
estimates.

+ FCF was $5 8M, well above our prior estimate, and benefitted from positive working capital impacts (notably deferred
revenue).

Page 3



Maximus, Inc. (MMS) August 7, 2009

Guidance

QOUR ESTIMATES VERSUS UPDATED GUIDANCE FOLLOWING DIVESTITURE ANNOUNCEMENT

GUIDANCE

Fa009 EM Ests. Guidanca Commant

Revenus (3M, cont. ops.) $1029 No guidance MMS only provides annual guidance.

Consansus Revenua (SM) 21945

EPS {cont. ops., pro forma) §0.72 Mo guidance MMS only provides annual guidance.

Consansus EPS 5078

Froe

Revenue (M, cont. ops.) 37465 ST45M - 5T55M Maintained prior guldance. Also relterating
preliminary F¥10 guidance of 74 growth,
although maintaing prior FY10 guidance dus to
the naw UK win, which is sffsetting program
raductions, mainly in CA.  Previously, MMS' 7%
guldance excluded new wins, so we view thiz as
a reduction (n like-for-llke guldance.

Consansus Revenue (SM) 2T46.1

EPS 3273 $2.75-5285 Malntained prior guldance, and guldance
axcludes 30.16 banafit from legal and seltlement
racovery.

Consansus EPS $2.76

FCF (5M) 556 515M - 325M Malntained cash from operatlons guidance of

$35M - S45M ($15M - 325M FCF), which excludes
511M payment due to divestiture.

Source: Company Filings, FirstCall Estimaltes, and Siifel Meolaus Estimales.

MMS reiterated its prior FY10 revenue guidance of 7% growth, although this now includes a new 5 year, 3200M UK
employment services deal, which we estimate adds ~2% revenue growth in FY10. Excluding this new contract, we
view like-for-like prior guidance as having been reduced to ~5% growth, which reflects S&L budget difficulties, most
natably in CA (where MMS indicated CA Healthy Families contract has been impacted).

The company also reiterated prior FY09 guidance on both the top and bottom lines. Revenue guidance remains
$745M - 5755M and EPS guidance, which excludes the legal and settlement recovery in F3Q08, was maintained at
$275-%2.85.

FY04 cash from operations is also unchanged at $35M - 345M, excluding a $11M divestiture-related payment.
However, the company seemed to us to back away somewhat from prior comments around margin expansion YOy
in FY10. MMS seemed to indicate that they now expect mare flattish YOY margins, early losses on the new UK
contract (less revenue recognized against costs in the early stages of the contract, mare pronounced in F1H10).
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Estimates

ESTIMATES

Faoia Current Prior Vasiance  YOY Change — Commant

Revenue (3, xs reported) S300.6 51828 57.8 BA%  Up fom our prior ostenabe. as BMS should hiee goosd
wistulity on (b remaining quantor W niow expoct
FY O resnnun At M med pont o gisdanda,

Giross Mampar 20.3% A% - 10 bps - B0 byps

Oiperating Margin fewcl. chargos) 11.5% 10.6% + B bps + 100 bps  Expoct proftabiity imgrovemants COCHin batk
FR M

Driuted EFS (pro forma, cont. ops.) 079 072 007 11.3%  Above our prios eslimate on highes rovenus and marin
asangions. Wi now acpacd FY08 EPS o ba noar
Wi el i il s

FCF (58 575 5238 T {504}

(2] Current Prior. Wasiance YOY Change  Comment

Revenue (34, a5 reported) 5TE0.2 STAES $16 T.2%  Up modestly Borm our pios guidanc, a5 we mim
acapicd F YO revonun ot tho midpsoink of guidanco of
SrABM - Srns

o Ml 26.0% A% - 10 s - M by

Operating Margin (oxcl, chargos) 10:8% 10.6% +Wbps + 180 bps  Up shightly dun to batier than axpoctod FR0089 and
anpctations of ongoing peolitability improEment n
FACKA.

Driuted EFS {pro forma, cont. aps) 5279 5173 50,08 2A%  Hearthe medpoint of gudance of 5275 - $7 85

FCF {384 5154 558 598 (325.7)  Shghtly absove guidance of 3150 - S250, incheding an
FUM st e payimnt

FY19 Currant Prior Wasiance YOY Changs  Gomamant

Ravanua (54, a5 reported) 58014 §Ta51 563 E.8% W axpact FY10 growth (o b noar preliminany
el ands of F% growih. &8 niw UK contract win
alfsols som revenus pressures M S expects CA
Healthy Famdios rovenun (o docking by ~$1204)

G i 25.7% 21% - 40 g - 3 bpe

Qperading Margia (oxel. charges) 11.0% M.0%  Hechange «10bpe I b wilh cair prios asbmato. bl e eoe speeo
ekt flat OPW YOR, given FAHO mamm rossases
i fviv LB, Gontiacd

Driuted EFS {pro foraa) 3310 5332 (50,12} 4% Babow pror cstnate. a5 wo now copacd MME fo
wtire onky hall of cument 354 AW roporchass
Bulhonzaton el th (el B quaren

FCF 38 3504 481 4 51

Calendar fear Current [Prior Wagiance ¥OY Change  Comment

VO Firvwninr (50, @8 raporiid) 7622 1579 3 0%

Y08 Pro forma EPS 7R3 5220 s0.03 28%

CY18 Rovenius (5, 85 roportod) S804 6 S0142 (594 5%

CY10 Pro forare EPS 33T 130 (50.12) 122%

Source: Company dotn and Sl Mooles

Valuation

MMS shares are trading at 14.8x CY09 EPS of $2 83 (down 3.8% YOY) and 13.2x CY10 EPS of $3.17 (up 12.2%
YY), roughly in line with the Commercial comp group, excl, MMS, at 15 4x CY08 and 13 3x CY10, though well below
the State and Local comp group, excl. MMS, at 24.4x CY09 and 18.9x CY10. MMS stock does not look particularty
expensive to us on some metrics (notably CYQ9 and CY10 FE and CY09 EBITDA), with CY08 FCF yield being an
exception

Howewver, we are maintaining our cautious stance on MMS largely due to the still difficult S&L fiscal situation (the next
two state fiscal years are shaping up to be very poor from a budget standpoint), UK contract start up costs in FY10
(losses expected to be $0.05 - $0.10), and a lack of sustained positve catalysts. While on the one had there are
positive catalysts for the stock, including a seemingly increasing flow of stimulus-related deals, the new UK government
contract will not reach full revenue and profitability run rate until FY11, and there are also potential negatives (the SaL
fiscal situation being the biggest impact) which we expect will keep a lid on the positive impacts in the near term
Mairtain Hold on the share.
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Compary Description

Founded in 1975, Maximus is a leader in providing program management support (including both IT services and
business process outsourcing) and consulting services primarily to health and human services agencies in state and
local governments. Maximus utilizes technology combined with its strong program management skills and
understanding of government agencies’ business processes to result in an operation that is more efficient than
governments could achieve on their own at similar costs. Maximus is based in McLean, Virginia,

Page &
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Important Disclosures and Certifications

I, George Price, certify that the views expressed in this research report accurately reflect my personal views
about the subject securities or issuers; and |, George Price, certify that no part of my compensation was, is, or
will be directly er indirectly related te the specific recommendation or views contained in this research report.

I, Shlomo Rosenbaum, certify that the views expressed in this research report accurately reflect my personal
views about the subject securities or issuers; and |, Shlomo Rosenbaum, certify that no part of my
compensation was, is, or will be directly or indirectly related to the specific recommendation or views
contained in this research report,

Rating and Prica Target History for:
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For a price chart with our ratings and target price changes for MMS go to
hittp:fisf blue matrix.comluematri/ Disclosure Hicker=MMS

Maximus, Inc. is a client of Sfifel, Nicolaus & Company, Inc. or an affiliate or was a client of Stifel Nicolaus or an affiliate
within the past 12 months,

Maximus, Inc. is provided with non-investment banking, securities related services by Stifel, Micolaus & Company, Inc.
or an affiliate or was provided with non-investment banking, securities relaled services by Stifel Nicolaus or an affiliate
within the past 12 months.

Slifel, Nicolaus & Company, Inc. expects lo receive or intends lo seek compensation for investment banking services
from Maximus, Inc. in the next 3 months.

Stifel, Nicolaus & Company, Inc. or an affiliale has received compensation for non-investment banking, securities
related services from Maximus, Inc. in the past 12 monihs.

Slifel, Nicolaus & Company, Inc.'s research analysts receive compensalion that is based upon (among other faciors)
Slifel Nicolaus' overall investment banking revenues.

Cur investment raling system is three tiered, defined as follows:

BUY -\Wie expect this stock to outperform the S&F 500 by more than 10% over the next 12 months. For higher-yielding
equities such as REITs and Utilities, we expect a total refurn in excess of 12% over the next 12 manths.

HOLD -We expect this stock to perform within 10% (plus or minus) of the S&P 500 over the next 12 months, A Hold
rating is also used for those higher-yielding securities where we are comfortable with the safety of the dividend, but
believe that upside in the share price is limited.

Page 11



Maximus, Inc. (MMS) August 7, 2009

SELL -We expect this stock to underparform the S&P 500 by more than 10% over the next 12 months and balieve the
slock could decline in value.

Of the securities we rate, 36% are rated Buy, 60% are raled Hold, and 4% are rated Sell.

Within the last 12 months, Stifel, Micolaus & Company, Inc. or an affiliate has provided investment banking services for
6%, 6% and 3% of the companies whose shares are rated Buy, Hold and Sell, respectively

Additional Disclosures

STIFEL NICOLAUS ACTED AS FINANCIAL ADVISOR TO MAXIMUS, INC. IN CONMECTION WITH ITS SALE OF
ITS CORRECTIONS SERVICES BUSINESS TO PROVIDENCE SERVICE CORPORATION.

Please visit the Research Page al www.slifel.com for the current research disclosures applicable to the companies
mentioned in this publication that are within Stifel Nicolaus' coverage universe. For a discussion of risks to target price
please see our sland-alone company reports and noles for all Buy-rated stocks.

The information contained herein has been prepared from sources believed 1o be reliable but is not guaranieed by us
and is not a complete summary or statement of all available dala, nor is it considered an offer o buy or sell any
securities referred to hergin, Opinions expressed are subject to change without nofice and do not take into account the
particular investment objectives, financial situation or needs of individual investors. Employees of Stifel, Nicolaus &
Company, Inc, or its affiliates may, at limes, release written or oral commentary, technical analysis or trading strategies
that differ from the opinions expressed within. Past performance should not and cannot be viewed as an indicator of
future performance,

Slifel, Nicolaus & Company, Inc. is a multi-disciplined financial services firm that regularly seeks investmeant banking
assignments and compensation from issuers for services including, but not limited o, acting as an underwriter in an
offering or financial advisor in a merger or acquisition, or serving as a placement agent in private transactions.
Moreover, Stifel Micolaus and its affiliates and their respective shareholders, direciors, officers andfor employees, may
from time o time have long or short positions in such securities or in options or other derivative instruments based
thereon.

These malerials have been approved by Stifel Micolaus Limited, authorized and regulated by the Financial Services
Aulhority (UK), in connection with its distribution to professional clients and eligible counterparties in the European
Economic Area_ (Stifel Nicolaus Limited home office: London +44 20 7557 6030.) Mo investments or services
mentioned are available in the European Ecanomic Area to retail clients or to anyone in Canada other than a
Designated Institution. This investment research report is classified as objective for the purposes of the FSA rules.
Please contact a Stifel Nicolaus entity in your jurisdiction if you require additional infarmation.

Additional Information Is Available Upon Request
& 2008 Stifel, Micolaus & Company, Inc. One South Sireet Baltimore, MD 21202, All rights reserved.
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