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Item 8.01              Other Events.
 

Change in organization
 
We are filing this Current Report on Form 8-K on October 29, 2010 to reclassify certain prior periods’ segment financial information as they would have been

disclosed under our new segment organization and to reclassify a retained contract within continuing operations (previously reported within discontinued operations). The
reclassifications have no impact on the previously reported consolidated net income or cash flows of the Company. This information is being provided for informational
purposes only.

 
During the fourth quarter, the Company aligned its organization of the business to reflect its focus on the administration of government health and human services

programs. As a result of this organizational realignment, the Company has reclassified its segment financial information to reflect the two new operating segments of Health
Services and Human Services. Also, the former Consulting Segment has been integrated into the two new segments and will no longer be reported on a standalone basis.
Future segment information will reflect this new organizational structure.

 
The Company believes this segment information disclosure provides investors with visibility and transparency into the Company’s largest service lines. The Health

Services Segment now includes our operations program management and administrative support services for government-funded health insurance programs such as Medicaid
and CHIP, related consulting services, as well as contracts with federal agencies, primarily with the Centers for Medicare and Medicaid (CMS).  The Human Services
Segment includes our workforce services, child support and education services business lines as well as other consulting services.

 
We have provided a brief analysis of the results of these segments over the periods shown below.
 
Consolidated results
 
Consolidated revenue trends reflect growth driven principally by new work in the Human Services Segment, most notably from new and expanding work in the

international welfare-to-work business. On a consolidated basis, operating margins remain in management’s targeted range of 12% to 15% on an annual basis. Operating
margins fluctuate from quarter to quarter as a result of 1) seasonality related to program open enrollments, the timing of revenue and profit in the tax credit business and the
timing of employer payroll taxes; 2) program maturity, including competitive contract rebids and program start-up costs; and 3) other fluctuations from volumes related to
program timing or contract amendments.

 
Health Services Segment
 
Revenue trends for the Health Services Segment reflect normal program maturity cycles including competitive contract rebids and volume fluctuations caused by



factors such as program changes and open enrollments for government health insurance programs such as Medicaid, CHIP and Medicare. In fiscal 2009, operating margin
decreased in the second quarter, and thereafter, driven by the transition to a new contract that was successfully rebid in the prior year. In the third quarter of fiscal 2009,
operating margin was also impacted by a change in estimates to complete a fixed price contract (see Sale of discontinued operations). In the fourth quarter of fiscal 2009,
operating margin benefited from seasonality associated with the timing of open enrollment on a large program. In fiscal 2010, the first quarter benefitted from increased
project scope assignments that did not repeat in the subsequent quarters. Overall, Health Services operating margins have fluctuated quarter to quarter within a consistent
range of 10% to 15%.

 
Human Services Segment
 
Revenue trends for the Human Services Segment reflect new work in the second quarter of fiscal 2009 as well as the expansion and growth from international

welfare-to-work programs beginning in the fourth quarter of fiscal 2009. The Human Services Segment experiences seasonality in the tax credit business on an annual basis.
In the years presented, this seasonality depressed operating margin in the first half of each year and bolstered operating margin in the second half of each year. Operating
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margin in the fourth quarter of fiscal 2009 was impacted by investments in new work related to the international expansion. Fiscal 2010 revenue and operating margin
expansion are primarily attributable to increasing contributions from the international welfare-to-work programs.

 
Sale of discontinued operations
 
Also during the fourth quarter, the Company completed the sale of its ERP division. The results of the ERP division had previously been recorded under discontinued

operations. In completing this sale, the Company elected to retain a single contract that had previously been included within the ERP division. This contract had identifiable
cash flows and requires the Company to provide services that are dissimilar to other projects within the ERP division. Accordingly, this contract has been reclassified into
continuing operations within the Health Services Segment. This contract has recorded losses of approximately $2.1 million over the seven periods disclosed, which includes a
charge of $1.1 million in the third quarter of fiscal 2009 related to a change in estimates to complete a fixed price contract.

 
Other matters
 
The Company reports its financial results in accordance with generally accepted accounting principles (GAAP). However, the Company uses certain non-GAAP

performance measures including pro forma diluted earnings per share from continuing operations to provide both management and investors a more complete understanding
of the Company’s underlying operational trends and results. The non-GAAP performance measures are reconciled to the corresponding GAAP measures in the schedule titled
“Supplemental Pro Forma Diluted Earnings per Share from Continuing Operations.”

 
Item 9.01.             Financial Statements and Exhibits.
 

(d)           Exhibits.
 
Exhibit No. Description
   

99.1 Selected financial results
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SIGNATURES

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

duly authorized.
 
 

MAXIMUS, Inc.
   
   
Date: October 29, 2010 By: /s/ David R. Francis

David R. Francis
General Counsel and Secretary
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MAXIMUS, Inc.

CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars in thousands, except per share data)

(Unaudited)
 

     

Year
  

 

Quarter Ended
 

Ended
 

Quarter Ended

 

Dec. 31,
2008

 

Mar. 31,
2009

 

Jun. 30,
2009

 

Sept. 30,
2009

 

Sept. 30,
2009

 

Dec. 31,
2009

 

Mar. 31,
2010

Jun. 30,
2010

                  
Revenue $ 169,710 $ 177,158 $ 178,434 $ 194,806 $ 720,108 $ 203,320 $ 204,386 $ 211,527
Cost of revenue 122,806 130,624 131,064 144,268 528,762 151,145 153,835 154,514

Gross profit 46,904 46,534 47,370 50,538 191,346 52,175 50,551 57,013
Selling, general and administrative expenses 26,414 26,714 27,255 26,645 107,028 27,429 28,787 31,658
Legal and settlement expense (recovery) — 368 (4,829) 190 (4,271) 686 (6,037) —

Operating income from continuing operations 20,490 19,452 24,944 23,703 88,589 24,060 27,801 25,355
Interest and other income, net 94 35 129 (113) 145 99 186 442

Income from continuing operations before income
taxes 20,584 19,487 25,073 23,590 88,734 24,159 27,987 25,797

Provision for income taxes 8,131 7,697 9,904 9,161 34,893 9,559 9,996 9,672
Income from continuing operations 12,453 11,790 15,169 14,429 53,841 14,600 17,991 16,125

                  
Discontinued operations, net of income taxes:

Income (loss) from discontinued operations (485) (763) (186) (4,300) (5,734) (1,972) 752 1,200
Loss on disposal (5) — — (1,562) (1,567) — — —
Income (loss) from discontinued operations (490) (763) (186) (5,862) (7,301) (1,972) 752 1,200
                  

Net income $ 11,963 $ 11,027 $ 14,983 $ 8,567 $ 46,540 $ 12,628 $ 18,743 $ 17,325
                  
Basic earnings (loss) per share:

Income from continuing operations $ 0.70 $ 0.68 $ 0.87 $ 0.82 $ 3.06 $ 0.83 $ 1.03 $ 0.93
Income (loss) from discontinued operations (0.03) (0.05) (0.01) (0.33) (0.41) (0.11) 0.05 0.06
Basic earnings per share $ 0.67 $ 0.63 $ 0.86 $ 0.49 $ 2.65 $ 0.72 $ 1.08 $ 0.99

                  
Diluted earnings (loss) per share:

Income from continuing operations $ 0.69 $ 0.66 $ 0.85 $ 0.80 $ 3.01 $ 0.81 $ 1.00 $ 0.90
Income (loss) from discontinued operations (0.02) (0.04) (0.01) (0.32) (0.41) (0.11) 0.04 0.06
Diluted earnings per share $ 0.67 $ 0.62 $ 0.84 $ 0.48 $ 2.60 $ 0.70 $ 1.04 $ 0.96

                  
Dividends per share $ 0.10 $ 0.12 $ 0.12 $ 0.12 $ 0.46 $ 0.12 $ 0.12 $ 0.12
                  
Weighted average shares outstanding:

Basic 17,802 17,435 17,503 17,538 17,570 17,595 17,408 17,423
Diluted 17,956 17,751 17,839 17,945 17,886 18,039 17,980 18,004
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MAXIMUS, Inc.

Segment Financial Information from Continuing Operations (1)
(Dollars in thousands)

(Unaudited)
 

Year
  

Quarter Ended Ended Quarter Ended
Dec. 31,

2008
Mar. 31,

2009
Jun. 30,

2009
Sept. 30,

2009
Sept. 30,

2009
Dec. 31,

2009
 

Mar. 31,
2010

 

Jun. 30,
2010

Revenue:
Health Services $ 121,995 $ 121,228 $ 122,415 $ 129,503 $ 495,141 $ 130,640 $ 127,279 $ 127,307
Human Services 47,715 55,930 56,019 65,303 224,967 72,680 77,107 84,220

Total 169,710 177,158 178,434 194,806 720,108 203,320 204,386 211,527
                  
Gross Profit:

Health Services 35,187 32,901 30,176 33,283 131,547 32,910 28,932 32,425
Human Services 11,717 13,633 17,194 17,255 59,799 19,265 21,619 24,588

Total 46,904 46,534 47,370 50,538 191,346 52,175 50,551 57,013
                  
Selling, General, and Administrative expense:

Health Services 14,562 14,472 15,372 14,267 58,673 15,402 16,209 17,916
Human Services 11,617 11,887 11,839 12,099 47,442 11,886 12,582 13,904
Corporate/Other 235 355 44 279 913 141 (4) (162)

Total 26,414 26,714 27,255 26,645 107,028 27,429 28,787 31,658
                  
Income from Operations: (1)

Health Services 20,625 18,429 14,804 19,016 72,874 17,508 12,723 14,509
Human Services 100 1,746 5,355 5,156 12,357 7,379 9,037 10,684
Consolidating adjustments (235) (355) (44 ) (279) (913) (141) 4 162
Subtotal 20,490 19,820 20,115 23,893 84,318 24,746 21,764 25,355
Legal and settlement expense (recovery) — 368 (4,829) 190 (4,271) 686 (6,037) —

Consolidated total $ 20,490 $ 19,452 $ 24,944 $ 23,703 $ 88,589 $ 24,060 $ 27,801 $ 25,355
                  
Gross profit percentage

Health Services 28.8% 27.1% 24.7% 25.7% 26.6% 25.2% 22.7% 25.5%
Human Services 24.6% 24.4% 30.7% 26.4% 26.6% 26.5% 28.0% 29.2%

Consolidated total 27.6% 26.3% 26.5% 25.9% 26.6% 25.7% 24.7% 27.0%
                  
Selling, General and Administrative expense

percentage



Health Services 11.9% 11.9% 12.6% 11.0% 11.8% 11.8% 12.7% 14.1%
Human Services 24.3% 21.3% 21.1% 18.5% 21.1% 16.4% 16.3% 16.5%

Consolidated total 15.6% 15.1% 15.3% 13.7% 14.9% 13.5% 14.1% 15.0%
                  
Operating margin percentage:

Health Services 16.9% 15.2% 12.1% 14.7% 14.7% 13.4% 10.0% 11.4%
Human Services 0.2% 3.1% 9.6% 7.9% 5.5% 10.2% 11.7% 12.7%

Consolidated total 12.1% 11.0% 14.0% 12.2% 12.3% 11.8% 13.6% 12.0%

 

(1)  Before income taxes
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MAXIMUS, Inc.

CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)

(Unaudited)
 

 

Dec. 31,
 

Mar. 31,
 

Jun. 30,
 

Sept. 30,
 

Dec. 31,
 

Mar. 31,
 

Jun. 30,
 

 

2008
 

2009
 

2009
 

2009
 

2009
 

2010
 

2010
 

ASSETS
Current assets:

Cash and cash equivalents $ 61,461 $ 85,090 $ 91,666 $ 87,815 $ 126,940 $ 121,362 $ 153,059
Restricted cash 2,543 2,449 3,702 3,919 4,590 3,971 3,753
Accounts receivable — billed 96,952 94,376 113,261 133,485 124,248 131,026 124,208
Accounts receivable — unbilled 14,454 23,071 15,779 19,510 21,836 24,278 22,179
Current portion of note receivable 759 786 949 736 458 167 —
Income taxes receivable 9,469 17,097 7,823 7,501 — 5,478 —
Deferred income taxes 17,574 8,735 12,695 5,389 11,609 6,846 8,017
Due from insurance carrier 12,986 — — — — — —
Prepaid expenses and other current assets 11,322 17,501 18,671 19,749 18,750 20,343 21,757
Current assets of discontinued operations 15,263 10,996 14,367 14,007 4,559 2,657 5,190

Total current assets 242,783 260,101 278,913 292,111 312,990 316,128 338,163
                
Property and equipment, at cost 78,387 80,463 88,020 98,781 103,300 107,189 109,708

Less accumulated depreciation and amortization (45,231) (47,087) (50,322) (53,495) (56,857) (60,380) (62,887)
Property and equipment, net 33,156 33,376 37,698 45,286 46,443 46,809 46,821

Capitalized software 20,521 23,262 23,970 26,475 29,402 31,496 32,830
Less accumulated amortization (6,159) (6,581) (6,769) (7,506) (8,504) (9,379) (10,049)

Capitalized software, net 14,362 16,681 17,201 18,969 20,898 22,117 22,781
Deferred contract costs, net 6,384 7,604 8,530 8,206 7,753 7,298 6,863
Goodwill 57,776 57,563 60,088 61,029 61,364 69,067 67,806
Intangible assets, net 2,832 2,458 2,419 2,455 3,218 8,826 8,128
Note receivable 1,036 721 192 — — — —
Deferred income taxes 3,217 1,440 — 1,239 3,434 — —
Other assets, net 3,459 3,065 2,918 3,939 3,975 3,999 3,816
Noncurrent assets of discontinued operations 1,436 1,373 1,347 — — — —

Total assets $ 366,441 $ 384,382 $ 409,306 $ 433,234 $ 460,075 $ 474,244 $ 494,378
                

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:

Accounts payable 30,830 48,500 45,876 44,644 48,070 53,940 57,134
Accrued compensation and benefits 21,564 23,710 25,782 31,738 29,393 34,850 37,997
Current portion of deferred revenue 19,075 17,543 18,947 22,177 32,278 30,319 35,385
Current portion of income taxes payable — — — — 4,982 — 823
Acquisition-related contingent consideration — — — — — — 906
Other accrued liabilities 16,968 12,929 14,554 15,083 16,396 10,554 9,577
Current liabilities of discontinued operations 15,430 12,752 11,057 13,823 13,991 3,608 3,209

Total current liabilities 103,867 115,434 116,216 127,465 145,110 133,271 145,031
Acquisition-related contingent consideration — — — — — 3,092 2,100
Deferred revenue, less current portion 4,490 5,745 6,019 6,527 9,572 13,039 16,081
Income taxes payable, less current portion 1,668 1,573 1,753 1,871 2,086 2,041 1,755
Deferred income taxes — — 2,212 243 243 2,714 2,724
Long-term debt — — — — — 885 1,187

Total liabilities 110,025 122,752 126,200 136,106 157,011 155,042 168,878
Shareholders’ equity:

Common stock 330,834 332,462 334,590 338,739 341,819 345,591 349,098
Treasury stock (312,338) (319,149) (319,146) (319,149) (327,810) (333,657) (341,664)
Accumulated other comprehensive income (1,139) (1,771) 4,694 8,268 9,351 11,007 6,673
Retained earnings 239,059 250,088 262,968 269,270 279,704 296,261 311,393

Total shareholders’ equity 256,416 261,630 283,106 297,128 303,064 319,202 325,500
Total liabilities and shareholders’ equity $ 366,441 $ 384,382 $ 409,306 $ 433,234 $ 460,075 $ 474,244 $ 494,378
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MAXIMUS, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

(Unaudited)
 

       

Year
  

 

Quarter Ended Ended Quarter Ended
 



 

Dec. 31,
2008

 

Mar. 31,
2009

 

Jun. 30,
2009

Sept. 30,
2009

Sept. 30,
2009

Dec. 31,
2009

Mar. 31,
2010

Jun. 30,
2010

 

                  
Cash flows from operating activities
Net income $ 11,963 $ 11,027 $ 14,983 $ 8,567 $ 46,540 $ 12,628 $ 18,743 $ 17,325

Adjustments to reconcile net income to net cash provided by
operating activities:
(Income) loss from discontinued operations 490 763 186 5,862 7,301 1,972 (752) (1,200 )
Depreciation 1,961 2,129 2,217 2,575 8,882 3,104 3,132 3,320
Amortization 737 788 555 1,270 3,350 1,436 1,346 1,311
Deferred income taxes 12,043 10,617 (309) 4,368 26,719 (8,492 ) 8,337 (1,126 )
Gain on sale of fixed asset — (51) — — (51) — — —
Deferred interest income on note receivable 107 104 101 64 376 61 118 84
Non-cash equity based compensation 1,866 2,084 1,678 1,679 7,307 1,865 2,088 2,030
                  

Change in assets and liabilities, net of effects from business
combinations and divestitures:
Accounts receivable — billed 22,162 2,441 (18,076) (19,579) (13,052) 9,349 (4,572 ) 6,118
Accounts receivable — unbilled (6,327 ) (8,774 ) 7,822 602 (6,677 ) (2,327 ) (2,103 ) 1,891
Due from insurance carrier — 12,500 — — 12,500 — — —
Prepaid expenses and other current assets (3,844 ) (6,081 ) (1,024 ) (852) (11,801) 1,042 (1,456 ) (1,590 )
Deferred contract costs (1,236 ) (1,250 ) (720) 324 (2,882 ) 479 487 392
Other assets (899) 133 1,074 (1,130 ) (822) (34) (253) 151
Accounts payable (11,841) 17,641 (3,118 ) (1,689 ) 993 587 1,219 6,762
Accrued compensation and benefits (3,746 ) 2,100 1,524 5,619 5,497 (2,035 ) 4,952 3,844
Deferred revenue 2,492 57 840 2,431 5,820 13,134 992 8,423
Income taxes (21,959) (7,535 ) 9,452 (709) (20,751) 14,867 (11,099) 5,751
Other liabilities (34,755) (723) (186) (1,051 ) (36,715) 1,251 694 (3,897)
                  

Cash provided by (used in) operating activities — continuing
operations (30,786) 37,970 16,999 8,351 32,534 48,887 21,873 49,589

Cash provided by (used in) operating activities — discontinued
operations 3,609 891 (5,198 ) (1,203 ) (1,901 ) 6,134 (7,139 ) (1,147 )

Cash provided by (used in) operating activities (27,177) 38,861 11,801 7,148 30,633 55,021 14,734 48,442
                  
Cash flows from investing activities

Payments for sales of discontinued operations, net of
transation costs — — — (1,626) (1,626 ) — — —

Proceeds from sale of fixed assets — 54 — 642 696 — — —
Acquisition of business, net of cash acquired — — — (406) (406) — (10,673) —
Proceeds from note receivable 182 184 265 341 972 217 173 83
Purchases of property and equipment (2,414 ) (2,476 ) (5,714 ) (9,090 ) (19,694) (3,938 ) (2,093 ) (4,352 )
Capitalized software costs (1,717 ) (2,969 ) (351) (1,851 ) (6,888 ) (2,641 ) (1,684 ) (1,982 )
                  

Cash used in investing activities — continuing operations (3,949 ) (5,207 ) (5,800 ) (11,990) (26,946) (6,362 ) (14,277) (6,251 )
Cash used in investing activities — discontinued operations (11) (3) (22) (54) (90) — — —
Cash used in investing activities (3,960 ) (5,210 ) (5,822 ) (12,044) (27,036) (6,362 ) (14,277) (6,251 )

                  
Cash flows from financing activities

Employee stock transactions 593 (690) 733 1,656 2,292 1,004 611 1,064
Repurchases of common stock (22,431) (7,615 ) — — (30,046) (8,661 ) (5,850 ) (8,007 )
Payments on capital lease obligations (417) — — — (417) — — —
Tax benefit due to option exercises and restricted stock

units vesting 53 234 (281) 645 651 135 975 314
Issuance (repayment) of long-term debt — — — — — — (7) 333
Cash dividends paid (1,765 ) (2,089 ) (2,101 ) (2,099 ) (8,054 ) (2,118 ) (2,083 ) (2,094 )

Cash provided by (used in) financing activities — continuing
operations (23,967) (10,160) (1,649 ) 202 (35,574) (9,640 ) (6,354 ) (8,390 )

Cash provided by (used in) financing activities — discontinued
operations — — — — — — — —

Cash provided by (used in) financing activities (23,967) (10,160) (1,649 ) 202 (35,574) (9,640 ) (6,354 ) (8,390 )
                  

Effect of exchange rate changes on cash and cash equivalents (3,040 ) 138 2,246 843 187 106 319 (2,104)
Net increase (decrease) in cash and cash equivalents (58,144) 23,629 6,576 (3,851 ) (31,790) 39,125 (5,578 ) 31,697

Cash and cash equivalents, beginning of period 119,605 61,461 85,090 91,666 119,605 87,815 126,940 121,362
Cash and cash equivalents, end of period $ 61,461 $ 85,090 $ 91,666 $ 87,815 $ 87,815 $ 126,940 $ 121,362 $ 153,059
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MAXIMUS, Inc.

Supplemental Pro Forma Diluted EPS from Continuing Operations (“Adjusted EPS”)
(Unaudited)

 
Year

  

Quarter Ended Ended Quarter Ended
Dec. 31,

2008
Mar. 31,

2009
Jun. 30,

2009
Sept. 30,

2009
Sept. 30,

2009
Dec. 31,

2009
 

Mar. 31,
2010

 

Jun. 30,
2010

Diluted EPS from continuing operations-
GAAP basis $ 0.69 $ 0.66 $ 0.85 $ 0.80 $ 3.01 $ 0.81 $ 1.00 $ 0.90

                  
Pro forma adjustments:

Legal and settlement expense (recovery),
net — 0.01 (0.16) 0.01 (0.14) 0.02 (0.21) —

Severance — 0.01 — — — — — —
Subtotal pro forma adjustments $ 0.00 $ 0.02 $ (0.16) $ 0.01 $ (0.14) $ 0.02 $ (0.21) —

                  
Adjusted EPS from continuing operations $ 0.69 $ 0.68 $ 0.69 $ 0.81 $ 2.87 $ 0.83 $ 0.79 $ 0.90
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