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Item 2.02 Results of Operations and Financial Condition.
 

On August 4, 2011, the Company issued a press release announcing its financial results for the quarter ended June 30, 2011.  The full text of the press release is furnished
as Exhibit 99.1 to this Current Report on Form 8-K and incorporated by reference into this Item 2.02.

On August 4, 2011, the Company held a conference call with respect to these financial results. The conference call was open to the public. The transcript and slide
presentation that accompanied the call are furnished as Exhibit 99.2 to this Current Report on Form 8-K and incorporated by reference into this Item 2.02.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits. The following exhibits are being furnished pursuant to Item 2.02 above.
  
Exhibit No. Description
  
99.1 Press release dated August 4, 2011
99.2 Conference call transcript and slide presentation for Earnings Call – August 4, 2011
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Exhibit 99.1

 
MAXIMUS Reports Fiscal 2011 Third Quarter Results

- Company Delivers Record Revenue and Adjusted EPS, Raises Fiscal 2011 Outlook -
 
RESTON, Va.--(BUSINESS WIRE)--August 4, 2011--MAXIMUS (NYSE: MMS), a leading provider of government services worldwide, today reported financial results for its
fiscal third quarter ended June 30, 2011.
 
Key highlights include:
 

●  Third quarter revenue grew 13% to a record $238.3 million compared to the same period last year.
 

●  Adjusted diluted earnings per share from continuing operations for the third quarter increased 22% to a record level of $0.56 compared to adjusted diluted EPS of
$0.46 in the prior-year period.

 
●  Cash and cash equivalents totaled $204.0 million at June 30, 2011, while share repurchases totaled $9.4 million during the quarter.

 
●  Year-to-date signed awards were $1.4 billion at August 2, 2011.

 
●  The Company completed a two-for-one stock split effective June 30, 2011 and in May announced a 20% increase to its quarterly cash dividend payable on August 31,

2011.
 
Revenue for the fiscal 2011 third quarter increased 13% (8% on a constant currency basis) to $238.3 million compared to $211.5 million reported for the same period last year.
Income from continuing operations, net of taxes, increased 24% to $20.0 million for the third quarter compared to $16.1 million last year. For the third quarter, adjusted diluted
earnings per share from continuing operations increased 22% to $0.56 compared to $0.46 for the same period last year. All numbers reflect the recent two-for-one stock split.
 
Revenue and profit growth were driven principally by strong operational performance in both segments from new work and expansion of existing contracts, which resulted in an
operating margin of 13.1%, excluding legal and settlement expense. Results in the quarter exceeded expectations and benefitted from strong performance in Australia, the
acceleration of revenue and profit in the United Kingdom, and favorable currency rates in the quarter.
 
“Record results for the third quarter demonstrate our solid execution and continued strong performance, which positions us well for fiscal 2012,” commented Richard A.
Montoni, Chief Executive Officer of MAXIMUS. “In June, we successfully launched operations in the United Kingdom for the new Work Programme and operations are
trending as expected. We are also actively marketing and responding to the increase in activities under the Affordable Care Act, as states are working to solidify their plans for
Medicaid expansion and health insurance exchanges.”
 
Health Services Segment
 
Health Services Segment revenue for the third quarter of fiscal 2011 increased 11% to $141.8 million compared to $127.3 million in the same period last year, driven by new
work and expansion of existing contracts. Operating income for the third quarter increased 10% to $15.9 million compared to $14.5 million for the same period last year.
Segment operating margin for the third quarter was 11.2%.
 
Human Services Segment
 
Human Services Segment revenue for the fiscal 2011 third quarter increased 15% (4% on a constant currency basis) to $96.5 million compared to $84.2 million in the prior-year
period. Revenue growth was driven by the Company’s international welfare-to-work business in Australia and the United Kingdom. Operating income for the third quarter
increased 40% to $14.9 million compared to $10.7 million for the same period last year. Segment operating margin for the third quarter was 15.4%.
 
New Sales and Pipeline
 
At August 2, 2011 fiscal year-to-date signed contract wins totaled $1.4 billion compared to $379 million reported last year. New contracts pending (awarded but unsigned)
totaled $338 million compared to $916 million last year. Sales opportunities (pipeline) at August 2, 2011 totaled $1.8 billion (consisting of $378 million in proposals pending,
$39 million in proposals in preparation and $1.4 billion in proposals tracking) compared to $1.8 billion the prior year.
 
Balance Sheet and Cash Flows
 
Cash and cash equivalents totaled $204.0 million at June 30, 2011. For the fiscal 2011 third quarter, cash provided by operating activities from continuing operations totaled
$34.1 million with free cash flow of $27.8 million. The Company defines free cash flow as cash provided by operating activities from continuing operations less property,
equipment and capitalized software.
 
Days Sales Outstanding (DSO) from continuing operations were favorable at 54 days and driven by the timing of collections.
 
On May 31, 2011, MAXIMUS paid a quarterly cash dividend of $2.6 million, which reflected the 25% dividend increase declared in January. During the third quarter, the
Company completed a two-for-one stock split effective June 30, 2011 and announced another 20% increase to its quarterly cash dividend. The cash dividend of $0.09 is payable
on August 31, 2011 to shareholders of record on August 15, 2011.
 
During the fiscal 2011 third quarter, the Company purchased 238,600 shares of MAXIMUS common stock for $9.4 million under the Board-authorized share repurchase
program. At June 30, 2011, the Company had $115.4 million available under the program for future repurchases. MAXIMUS remains committed to this program and since 2008,
has repurchased 12.4 million shares of common stock for $246.8 million through August 2, 2011.
 
 

 



 
 

Outlook
 
The Company is raising its fiscal 2011 revenue and earnings guidance as a result of strong performance in the third quarter. MAXIMUS now expects revenue from continuing
operations in the range of $925 million to $935 million and adjusted diluted earnings per share from continuing operations in the range of $2.15 to $2.20.
 
Mr. Montoni concluded, “Our favorable performance in the quarter, in addition to our fourth quarter outlook, has led us to increase our full-year guidance and demonstrates our
commitment to profitable growth and delivering long-term shareholder value. Additionally, we completed a two-for-one stock split and announced an additional 20% increase to
our quarterly cash dividend, which underscores the confidence we have in our future. With a healthy balance sheet and strong cash flows, we are well positioned to fund our
future growth while providing cash returns to shareholders."
 
Website Presentation, Conference Call and Webcast Information
 
MAXIMUS will host a conference call this morning, August 4, 2011, at 9:00 a.m. (ET). The call is open to the public and can be accessed under the Investor Relations page of
the Company’s website at www.maximus.com or by calling:
 

877.407.8289 (Domestic)/201.689.8341 (International)
 
For those unable to listen to the live call, a replay will be available through August 11, 2011. Callers can access the replay by calling:
 

877.660.6853 (Domestic)/201.612.7415 (International)
 

Replay account number: 316
 

Replay conference ID number: 376023
 
About MAXIMUS
 
MAXIMUS is a leading provider of government services worldwide and is devoted to providing health and human services program management and consulting services to its
clients. The Company has more than 6,500 employees located in more than 220 offices in the United States, Canada, Australia and the United Kingdom. Additionally,
MAXIMUS is included in the Russell 2000 Index and the S&P SmallCap 600 Index.
 
Statements that are not historical facts, including statements about the Company's confidence and strategies and the Company's expectations about revenues, results of
operations, profitability, future contracts, market opportunities, market demand or acceptance of the Company's products are forward-looking statements that involve risks and
uncertainties. These uncertainties could cause the Company's actual results to differ materially from those indicated by such forward-looking statements and include reliance on
government clients; risks associated with government contracting; risks involved in managing government projects; legislative changes and political developments; opposition
from government unions; challenges resulting from growth; adverse publicity; and legal, economic, and other risks detailed in Exhibit 99.1 to the Company's most recent
Quarterly Report filed with the Securities and Exchange Commission, found on www.maximus.com.
 
 

 



 
 
       

MAXIMUS, Inc.
CONSOLIDATED BALANCE SHEETS

(In thousands, except share amounts)
       
  June 30,   September 30,  
  2011   2010  
  (Unaudited)     

ASSETS       
Current assets:       

Cash and cash equivalents  $ 204,016  $ 155,321 
Restricted cash  5,097  4,182 
Accounts receivable — billed, net of reserves of $3,792 and $1,845  125,747  136,260 
Accounts receivable — unbilled  16,394  17,245 
Income taxes receivable  19,127  4,149 
Deferred income taxes  17,301  13,290 
Prepaid expenses and other current assets  24,223  25,702 

Total current assets  411,905  356,149 
       
Property and equipment, net  50,426  48,873 
Capitalized software, net  27,589  24,715 
Goodwill  73,252  71,251 
Intangible assets, net  6,409  7,778 
Deferred contract costs, net  8,617  6,708 
Deferred income taxes  676  1,844 
Deferred compensation plan assets  9,171  8,317 
Other assets, net  2,022  2,106 

Total assets  $ 590,067  $ 527,741 
       

LIABILITIES AND SHAREHOLDERS’ EQUITY       
Current liabilities:       

Accounts payable  $ 61,552  $ 49,200 
Accrued compensation and benefits  41,134  40,807 
Deferred revenue  45,109  58,070 
Acquisition-related contingent consideration  2,969  923 
Income taxes payable  9,420  7,120 
Other accrued liabilities  6,100  7,934 
Liabilities of discontinued operations  —  634 

Total current liabilities  166,284  164,688 
Deferred revenue, less current portion  4,494  4,083 
Long-term debt  1,794  1,411 
Acquisition-related contingent consideration, less current portion  406  2,138 

Income taxes payable, less current portion
 

1,784
  

1,793
 

Deferred income tax liability  7,824  4,946 
Deferred compensation plan liabilities  11,507  9,893 

Total liabilities  194,093  188,952 
       
Shareholders’ equity:       

Common stock, no par value  374,267  352,696 
Treasury stock, at cost; 21,140,926 and 20,627,168 shares at June 30, 2011 and September 30, 2010, respectively  (377,247)  (359,366)

Accumulated other comprehensive income  23,154  14,530 
Retained earnings  375,800  330,929 

Total shareholders’ equity  395,974  338,789 
Total liabilities and shareholders’ equity  $ 590,067  $ 527,741 

 
 

 



 
 

      
MAXIMUS, Inc.

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

(Unaudited)
      
  Three Months  Nine Months  
  Ended June 30,  Ended June 30,  
  2011   2010  2011   2010  
Revenue  $ 238,296  $ 211,527 $ 679,526  $ 619,233 
Cost of revenue  171,897  154,514 494,102  459,494 

Gross profit  66,399  57,013 185,424  159,739 
Selling, general and administrative expenses  35,259  31,658 97,498  87,874 
Legal and settlement expense (recovery), net  361  — 361  (5,351)

Operating income from continuing operations  30,779  25,355 87,565  77,216 
Interest and other income, net  961  442 2,371  727 

Income from continuing operations before income taxes  31,740  25,797 89,936  77,943 
Provision for income taxes  11,780  9,672 33,351  29,227 

Income from continuing operations  19,960  16,125 56,585  48,716 
            
Discontinued operations, net of income taxes:            

Income (loss) from discontinued operations  (65)  1,200 (330)  (20)
Loss on disposal  (3)  — (662)  — 
Income (loss) from discontinued operations  (68)  1,200 (992)  (20)

            
Net income  $ 19,892  $ 17,325 $ 55,593  $ 48,696 

            
Basic earnings (loss) per share:            

Income from continuing operations  $ 0.58  $ 0.46 $ 1.64  $ 1.39 
Income (loss) from discontinued operations  (0.01)  0.04 (0.03)  — 
Basic earnings per share  $ 0.57  $ 0.50 $ 1.61  $ 1.39 

            
Diluted earnings (loss) per share:            

Income from continuing operations  $ 0.56  $ 0.45 $ 1.59  $ 1.35 

Income (loss) from discontinued operations  —  0.03 (0.03)  — 

Diluted earnings per share  $ 0.56  $ 0.48 $ 1.56  $ 1.35 
            
Dividends paid per share  $ 0.075  $ 0.06 $ 0.21  $ 0.18 
Dividends declared per share  $ 0.165  $ 0.06 $ 0.30  $ 0.18 
            
Weighted average shares outstanding:            

Basic  34,708  34,847  34,496  34,952 
Diluted  35,803  36,008 35,612  36,030 

 
 

 



 
 

       
MAXIMUS, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)
       
  Three Months   Nine Months  
  Ended June 30,   Ended June 30,  
  2011   2010   2011   2010  
Cash flows from operating activities:                 
Net income  $ 19,892  $ 17,325  $ 55,593  $ 48,696 

Adjustments to reconcile net income to net cash provided by operating activities:             
Loss from discontinued operations  68  (1,200)  992  20 
Depreciation and amortization  5,696  4,630  16,479  13,648 
Deferred income taxes  (774)  (1,126)  372  (1,281)
Deferred interest income on note receivable  —  84  —  263 
Non-cash equity based compensation  2,441  2,030  6,936  5,983 

Change in assets and liabilities:             
Accounts receivable — billed  12,483  6,118  10,887  10,895 
Accounts receivable — unbilled  (1,162)  1,891  859  (2,539)
Prepaid expenses and other current assets  220  (1,590)  1,889  (2,004)
Deferred contract costs  (620)  392  (1,849)  1,358 
Accounts payable  (4,827)  6,762  7,460  8,568 
Accrued compensation and benefits  6,061  3,844  (506)  6,761 
Deferred revenue  (2,679)  8,423  (13,975)  22,549 
Income taxes  (2,883)  5,751  (13,217)  9,519 
Other assets and liabilities  183  (3,745)  (1,435)  (2,087)

Cash provided by continuing operations  34,099  49,589  70,485  120,349 
Cash used in discontinued operations  (135)  (1,147)  (1,086)  (2,152)
Cash provided by operating activities  33,964  48,442  69,399  118,197 

             
Cash flows from investing activities:             

Acquisition of businesses, net of cash acquired  —  —  —  (10,673)
Purchases of property and equipment  (4,499)  (4,352)  (10,963)  (10,383)
Capitalized software costs  (1,821)  (1,982)  (5,693)  (6,307)
Proceeds from note receivable  65  83  65  473 

Cash used in investing activities — continuing ops  (6,255)  (6,251)  (16,591)  (26,890)
             
Cash flows from financing activities:             

Employee stock transactions  1,037  1,064  9,050  2,679 
Repurchases of common stock  (8,515)  (8,007)  (16,974)  (22,518)
Tax benefit due to option exercises and restricted stock units vesting  1,409  314  5,227  1,424 
Issuance of long-term debt  4  333  304  326 
Cash dividends paid  (2,598)  (2,094)  (7,241)  (6,295)

Cash used in financing activities — continuing ops  (8,663)  (8,390)  (9,634)  (24,384)
  
Effect of exchange rate changes on cash and cash equivalents  1,815  (2,104)  5,521  (1,679)
             
Net increase in cash and cash equivalents  20,861  31,697  48,695  65,244 
             
Cash and cash equivalents, beginning of period  183,155  121,362  155,321  87,815 
             
Cash and cash equivalents, end of period  $ 204,016  $ 153,059  $ 204,016  $ 153,059 

 
 

 



 
 

       
MAXIMUS, Inc.

SEGMENT INFORMATION
(In thousands)

(Unaudited)
       
  Three Months Ended June 30,   Nine Months Ended June 30,  
  2011   % (1)   2010   % (1)   2011   % (1)   2010   % (1)  
                         
Revenue:                         

Health Services  $ 141,788  100% $ 127,307  100% $ 409,578  100% $ 385,226  100%
Human Services  96,508  100% 84,220  100% 269,948  100% 234,007  100%

Total  238,296  100% 211,527  100% 679,526  100% 619,233  100%
                         
Gross Profit:                         

Health Services  35,459  25.0% 32,425  25.5% 108,056  26.4% 94,267  24.5%
Human Services  30,940  32.1% 24,588  29.2% 77,368  28.7% 65,472  28.0%

Total  66,399  27.9% 57,013  27.0% 185,424  27.3% 159,739  25.8%
                         
Selling, general, and administrative expense:                         

Health Services  19,536  13.8% 17,916  14.1% 53,958  13.2% 49,527  12.9%
Human Services  16,032  16.6% 13,904  16.5% 43,834  16.2% 38,372  16.4%
Corporate/Other  (309)  NM  (162)  NM  (294)  NM  (25)  NM 

Total  35,259  14.8% 31,658  15.0% 97,498  14.3% 87,874  14.2%
                         
Operating income from continuing operations:                         

Health Services  15,923  11.2% 14,509  11.4% 54,098  13.2% 44,740  11.6%
Human Services  14,908  15.4% 10,684  12.7% 33,534  12.4% 27,100  11.6%
Consolidating adjustments  309  NM  162  NM  294  NM  25  NM 

Subtotal: Segment Operating Income  31,140  13.1% 25,355  12.0% 87,926  12.9% 71,865  11.6%
Legal and settlement recovery (expense), net  (361)  NM  —  NM  (361)  NM  5,351  NM 

Total  $ 30,779  12.9% $ 25,355  12.0% $ 87,565  12.9% $ 77,216  12.5%

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

 
 

 



 
 

           
MAXIMUS, Inc.

Supplemental Pro Forma Diluted EPS from Continuing Operations
("Adjusted EPS")

FY 2010 and YTD FY 2011
(Unaudited)

           
           
          Total
  Q1 10  Q2 10  Q3 10  Q4 10  FY 10
Diluted EPS from continuing operations - GAAP basis  $ 0.40 $ 0.50  $ 0.45 $ 0.58  $ 1.93 
           
Pro forma Adjustments:           

Legal and settlement expense (recovery), net   0.01  (0.11)   -  -   (0.10)
Adjustment for taxation rate   0.02  (0.01)   0.01  (0.04)   (0.02)

Subtotal pro forma adjustments   0.03  (0.12)   0.01  (0.04)   (0.12)
           
Adjusted EPS from continuing operations  $ 0.43 $ 0.38  $ 0.46 $ 0.54  $ 1.81 
           
           
  Q1 11  Q2 11  Q3 11     
Diluted EPS from continuing operations  $ 0.50 $ 0.54  $ 0.56    
           
Pro forma Adjustments:           

Legal and settlement expense (recovery), net   -  -   -    
Adjustment for taxation rate   -  -   -    

Subtotal pro forma adjustments   -  -   -    
           
Adjusted EPS from continuing operations  $ 0.50 $ 0.54  $ 0.56    
 
CONTACT:
MAXIMUS
Lisa Miles, 800-MAXIMUS x11637
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Final Transcript
 

Aug 04, 2011 / 01:00PM  GMT, MMS - Q3 2011 Maximus Inc Earnings Conference Call
 
CORPORATE PARTICIPANTS
 
 Lisa Miles
 Maximus Inc - VP-IR
 
 David Walker
 Maximus Inc - CFO
 
 Rich Montoni
 Maximus Inc - President, CEO
 
 Bruce Caswell
 Maximus Inc - President and General Manager, Health Services

 
CONFERENCE CALL PARTICIPANTS
 
 Torin Eastburn
 CJS Securities - Analyst
 
 Brian Kinstlinger
 Sidoti & Company - Analyst
 
 James Kumpel
 BB&T Capital Markets - Analyst
 
 
 PRESENTATION
 
 

Operator
 
 Greetings and welcome to the Maximus fiscal 2011 third quarter conference call. Operator: At this time, all participants are in listen-only mode. A brief question-and-answer
session will follow the formal presentation. (Operator Instructions). As a reminder, this conference is being recorded.

It is now my pleasure to introduce your host, Ms. Lisa Miles, Vice President of Investor Relations for Maximus. Thank you, Ms. Miles; you may begin.
 

 Lisa Miles - Maximus Inc - VP-IR
 
 Good morning. Thank you for joining us on today's conference call. I would like to point out that we've posted a presentation to our website under the Investor Relations page to
assist you in following along with today's call. With me today is Rich Montoni, Chief Executive Officer, and David Walker, Chief Financial Officer. Following Rich's prepared
comments, we will open the call up for Q&A.

Before we begin, I would like to remind everyone that a number of statements being made today will be forward-looking in nature. Please remember that such statements are
only predictions and actual events or results may differ materially as a result of risks we face, including those discussed in Exhibit 99.1 of our SEC filing. We encourage you to
review the summary of these risks in our most recent 10-K filed with the SEC. The Company does not assume any obligation to revise or update these forward-looking
statements to reflect subsequent events or circumstances. And with that, I will turn the call over to Dave.

 David Walker - Maximus Inc - CFO
 
 Thanks, Lisa. This morning, Maximus reported another quarter of record results from continuing operations. During the quarter, the Company completed a 2-for-1 stock split
and all data reflect the split, which was effective at the close of trading on June 30th. Third quarter revenue from continuing operations increased 13% to $238.3 million or 8%
on a constant currency basis compared to the same period last year. Revenue growth was driven by solid delivery in both segments, but also benefited from favorable currency
rates.
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Our strong performance in the third quarter resulted in a 23% increase in segment operating income, excluding legal and settlement expense, to $31.1 million compared to the
same period last year, and we delivered a solid operating margin of 13.1%. For the third quarter of fiscal 2011, income from continuing operations net of taxes grew year-over-
year to $20 million with adjusted diluted earnings per share increasing 24% to $0.56. Earnings in the quarter were ahead of expectations, mostly driven by strong performance in
Australia, the timing of revenue and profit from the United Kingdom and favorable currency rates. So overall, we delivered a solid quarter with strong results and we are pleased
with our year-to-date progress. Now, let's turn our attention to performance by business segment.

Revenue in the health segment grew 11% to $141.8 million in the third quarter compared to the same period last year, driven primarily by new work and expansion on existing
contracts. Third quarter operating income for the Health Services segment grew to $15.9 million compared to $14.5 million in the third quarter of fiscal 2010. As expected, the
segment delivered an operating margin of 11.2%, which included start-up costs on a new program that launched in June. As a reminder, we typically expect that margins in the
health segment will fluctuate quarter-to-quarter as a result of timing.

Turning to our human services segment, third quarter revenue grew 15% or 4% on a constant currency basis to $96.5 million compared to the same period last year. Segment
operating income grew 40% to $14.9 million compared to the third quarter of last year, and operating margin increased to 15.4% compared to 12.7% in the prior year. The human
services segment delivered exceptionally strong performance to the quarter and, as expected, growth was driven by our international welfare-to-work operations.

The segment benefited from favorable currency, as well as over-delivery in certain programs, most notably in Australia. Our job outcome retention rates exceeded forecasts,
which bolstered both the top and bottom line for the segment. And in the United Kingdom, certain revenue and profit accelerated into the third quarter from the transition of the
legacy FND project, which offset start-up expenses from the new UK Work Programme that successfully launched in June.

Moving on to cash flow and balance sheet items. Cash provided by operating activities from continuing operations for the three months ended June 30th was $34.1 million, with
free cash flow from continuing operations of $27.8 million. Strong cash flows in the quarter were driven principally by solid net income and a record low DSO level of 54 days,
which was the result of favorable timing of collections on certain receivables.

We remain committed to deploying capital to shareholders. During the third quarter, we paid a cash dividend of $2.6 million, which reflected the 25% dividend increase declared
in January. Additionally in May, the Company announced another 20% increase to the quarterly cash dividend to be paid in August.

We also continue to deploy cash through our ongoing share repurchase program. In the third quarter, we repurchased 238,600 shares of Maximus common stock for $9.4 million
and at June 30th, we had $115.4 million available for future repurchases under our board-authorized program. Subsequent to quarter close, we purchased an additional 204,000
shares for $8.1 million, which reflects purchases between July 1st and August 2nd under an active 10b5-1 plan.

It's important to recognize that over the last three years, we have deployed significant capital to shareholders through our active buy-back program. In fact, since 2008, we have
repurchased nearly a quarter of a billion dollars worth of Maximus common stock, buying back 12.4 million shares during this time.

At June 30th, cash and cash equivalents totaled $204 million, of which 48% is held in the US. The remaining balance is held overseas for the funding of international expansion
and acquisitions. As most of you know, our cash held in foreign subsidiaries cannot be used for our domestic share repurchase program or dividend payments without incurring
additional US taxes.

As evidence this quarter, Maximus continues to generate strong levels of cash, and we recognize that investors want us to put that cash to work. To this end, we remain actively
engaged in acquisition activities to supplement our organic growth. The management team, along with the Board, will continue to evaluate our cash and dividend yields on a
quarterly basis, as well as the level of share repurchase activities under our ongoing buy-back program.

Moving on to guidance. As noted in this morning's press release, we are increasing our fiscal 2011 revenue and earnings guidance. We now expect revenue in the range of $925
million to $935 million and adjusted diluted EPS from continuing operations in the range of $2.15 to $2.20 for fiscal 2011. Our increase in guidance reflects our over-delivery in
the third quarter, as well as additional benefit from accretive, non-recurring contract modifications in the health segment, which we currently expect to receive in the fourth
quarter.
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Our cash flow guidance remains unchanged but we expect to be in the upper end of the range. Our receivable management process is showing exceptional results, as
demonstrated by our record low DSOs. But we normally do not forecast the level of efficiency that we achieved this quarter. As a result, we continue to expect cash provided by
operating activities to rise from continuing operations to be in the range of $70 million to $90 million for fiscal 2011, with free cash flow from continuing operations in the range
of $50 million to $70 million.

While it's too early to provide formal guidance for physical 2012, I can tell you that we are now in the heart of our budgeting and planning process for next year, but we
recognize the importance of offering investors some visibility. So let me hand the call over to Rich for some color on how fiscal 2012 is shaping up.

 Rich Montoni - Maximus Inc - President, CEO
 
 Thank you, David, and good morning, everyone. Today, Maximus reported another quarter of record financial results which positions us well for next year. We continue to see
growth in both segments and across all geographies and remain upbeat about the many opportunities ahead of us. As it is our traditional approach, we will provide formal 2012
guidance on our November call. However, I will touch upon some of the major themes we discussed on our last call and at Investor Day in June related to fiscal 2012.

Let's start with the impact of the new UK contract in fiscal 2012 and beyond. The UK contract is expected to lose approximately $10.6 million pre-tax in fiscal 2012, or about
$0.22 per share. But it's also important to remember that we are winding down an accretive stream of fully-ramped revenue from FND1. So when we compare fiscal 2012 to
fiscal 2011, the UK contracts represent a total headwind to earnings of approximately $0.33 per share on a year-over-year basis.

Across the total Company, we still expect revenue growth for fiscal 2012 compared to fiscal 2011 driven by new work and organic growth. However, growing the bottom line will
be more challenging given the over-delivery to earnings in fiscal 2011 and the expected loss from the ramp up in the UK next year. But we still remain cautiously optimistic
about our earnings growth potential for fiscal 2012 and will provide you with an update on our next earnings call.

So what does this mean for Maximus beyond fiscal 2012? It's important to remember that the long-term economics over the life of the UK program are favorable, especially to
vendors like Maximus who can deliver measurable outcomes. The benefits of the program and the associated revenue ramp are expected to start providing healthy contributions
in fiscal 2013 when the program is expected to become profitable and generate earnings of approximately $0.24 per share.

This offers a ready-made growth acceleration in fiscal 2013 as the program is expected to slingshot by approximately $0.46 of earnings per share compared to fiscal 2012. The
contract is expected to contribute even more earnings in fiscal 2014 when the program is fully ramped with a forecasted contribution of approximately $0.30 per share off a base
of $95 million in annual revenue.

So let me update you on how operations are progressing in the UK under the new Work Programme. I recently returned from a visit and I'm pleased to report that our operations
went live on time and we also received positive feedback from the client on the smooth implementation of our case management technology solution. The local management
team has made significant strides in finalizing our facility requirements and bringing new employees on board.

Initial case referral volumes came in strong and largely as expected. The team is hard at work to achieve our placement targets as we deliver employment services throughout our
regions, and I would like to commend the team on a job well done on the start-up phase and for their continued passion for helping job seekers prepare for and obtain sustainable
employment. The team has certainly set the stage for a successful project over the long-term and is drawing on best practices gained as the top provider under the flexible new
deal to deliver quality services under the new Work Programme contracts.

Moving on to Canada. Here we continue to see promising opportunities across both segments. The latest developments have been in the health segment as more provinces are
looking for ways to provide secure electronic pharmacy and medication records to consumers through the implementation of new drug information systems, or DIS.

We were recently awarded a contract in Nova Scotia for the implementation of our Medigent product, which is one of the only three DIS products that conform to Canadian
clinical drug messaging standards. Through these new standards, the province will seamlessly integrate our Medigent DIS with pharmacy point-of-service systems and physician
electronic medical records. The implementation of the Medigent DIS represents a significant step towards the creation of individual electronic health records for the residents of
Nova Scotia.
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Canada remains a promising area of further expansion. Outside of Nova Scotia, we have several near-term opportunities in other provinces that we are actively pursuing and
expect to have further clarity by the end of the calendar year. These opportunities align with our core health and human services offerings, including additional eHealth
initiatives.

And finally, we have some very positive developments in Australia. The government has notified vendors of a potential three-year contract extension if vendors continue to
achieve specific star-rating targets pending the government's next star-rating review in August. Based on our current star-rating achievements, we are tracking towards receiving
a $450 million extension, which would take our current contract through June 30, 2015. Our continued success and solid ratings further demonstrate our commendable
performance and solid execution in this key market.

Turning now to our US operations. In June, we successfully launched operations for the New York Enrollment Center contract. The Enrollment Center consolidates,
standardizes, and simplifies the renewal process for the state's public health insurance programs. The work we do under this contract will help the state realize its three main
goals, which include enrolling all New Yorkers eligible for public health insurance programs, reducing the number of individuals who lose coverage at renewal, and providing a
more seamless eligibility experience to consumers.

As we mentioned in prior quarters, we continue to see states move Medicaid populations from fee-for-service to managed care. Texas is actively expanding their Medicaid
managed care program across the state, enrolling approximately 980,000 additional individuals into managed care plans. Earlier this week, we launched a new customer contact
center in Edinburgh, Texas, located in the Rio Grand Valley.

We are bringing on about 400 new staff to this new facility to help eligible Texans enroll in Medicaid, the Supplemental Nutrition Assistance Program, or food stamps, and
Temporary Assistance for Needy Families. We continue to see new opportunities emerge in our core Medicaid and CHIP markets. In July, we received notification of a new
contract award to provide enrollment broker services for Louisiana's Medicaid program.

The new win is very strategic and allows us to expand our presence into a new state. Maximus will be supporting the state's conversion to capitated manage care under the
recently announced contracts with the managed care organizations. Pending the outcome of the bid protest, which is not uncommon in this market, we will provide eligible
beneficiaries choice counseling, enrollment, disenrollment services for the state's Medicaid coordinated care network through a call center and a consumer website.

We also continue to see increased activity and forward progress on a healthcare reform front. Last month, the Department of Health and Human Services released proposed
regulations on the implementation of health insurance exchanges, which the Congressional budget office estimates will serve 24 million individuals by 2019. The regulations
offer different option for how states may structure and deploy their exchanges, including guidelines for implementation and basic operations of the exchange, as well as
alignment of information systems.

These proposed regulations provide states with a more flexible implementation timeline with sliding deadline to set up their health insurance exchanges. We continue to closely
monitor the progress of finalizing these initial regulations, as well as the release of subsequent rule-making related to eligibility, appeals, and quality standards.

In addition, a growing number of states are taking advantage of federal establishment grants, which are being made available each quarter to help them put the proper structures
in place to operate exchanges. And we are seeing an increasing number of states issuing formal requests for information, as well as a small number of RFPs to procure exchange
technology components. We are responding to these RFIs and RFPs and expect they will lead to procurements for technology and administrative services for the exchanges.

In the meantime, Maximus has been actively marketing the health insurance exchange solution developed through our strategic alliance with Connecture, a leader in web-based
marketplaces and administration solutions for health insurance distribution. The Maximus Connecture alliance teams have been meeting with potential clients to demonstrate
StateAdvantage, our ready to implement solution for the SHOP and Individual Exchanges.

Some of you on the call today had the opportunity to see a live demonstration of StateAdvantage at our Investor Day event. The response from potential state clients has been
very positive, with specific feedback related to the ease of the seamless consumer experience. Maximus Center for Health Literacy has played an integral role in developing user-
friendly content for consumers with varied levels literacy.

One state mentioned that StateAdvantage provides an easy to navigate online shopping experience that consumers have come to expect. States appreciate the more complicated
eligibility scenarios since families may have members eligible for different health insurance programs at different times, and StateAdvantage greatly simplifies the beneficiary
experience while benefiting from our experience of benefit program rules and business processes.
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Moving on to new awards and sales pipeline. At August 2nd, our fiscal year-to-date signed contract wins total of $1.4 billion compared to $379 million reported last year. This
large increase includes rebid awards in California and Texas, as well as the new UK Work Programme contract. New contracts pending, those contracts that are awarded but
unsigned, total $338 million compared to $916 million last year.

Our pipeline of sales opportunities in August 2nd is a healthy $1.8 billion. And as a reminder, we will routinely experience fluctuations between the sales pipeline and new sales
awards driven by procurement cycles and the timing of contract awards and signatures.

In closing, our record results in the quarter, combined with our recent stock split and dividend increase, demonstrate our continued success in driving profitable growth and
delivering value to our shareholders over the long-term. While governments at all levels continue to experience financial pressure, and seek efficient solutions for public
programs, Maximus remains well-positioned as a trusted partner that provides high quality administrative services.

With healthcare reform initiatives continuing to heat up and multiple domestic and global expansion initiatives before us, we see many opportunities across both segments. With
our increased guidance for fiscal 2011, we look forward to delivering another great year and setting the growth platform for fiscal 2012 and beyond.

With that, let's open up the call to questions. Operator?
 QUESTION AND ANSWER
 

Operator
 
 Thank you, sir. Ladies and gentlemen, we will now be conducting a question-and-answer session. (Operator Instructions). Our first question today comes from the line of Torin
Eastburn with CJS Securities. Please proceed with your question.

 Torin Eastburn - CJS Securities - Analyst
 
 My first question, quickly, on the Louisiana contract, can you give a value for that or at least a range?

 Rich Montoni - Maximus Inc - President, CEO

 Torin, good morning, this is Rich. We are not at liberty to disclose the amount of the contract at this point and time. You can appreciate we're in the process of finalizing the
contract terms and other matters, so we can't give you an exact amount, but, you know, it's a meaningful amount. It's not what I would consider to be a mega-type contract. So I
simply put it into the portfolio mix as opposed to being a total portfolio mover per se.

 Torin Eastburn - CJS Securities - Analyst
 
 Sure. Thank you. And you've mentioned expansion in developed Europe a number of times as part of your future plans. In your talks with people in the government and the
administrators there, how are the events with the economies there affecting their plans for outsourcing some of their human services?

 Rich Montoni - Maximus Inc - President, CEO
 
 It's kind of interesting. I think that holds true not only on the international side of things but perhaps on the US side of things, as well, in that these difficult times for
governments actually increase their propensity to consider outsourcing. It forces them to more seriously consider change, on the importance of change, and what we do and the
efficiencies we offer is a benefit that they would like to take advantage of, so it tends to increase the attention.

On the international side, we continue to look at opportunities. We are actively marketing in some of these new markets. I will tell you that at this point, it's a bit premature to
provide you specific country-by-country updates on the international side of things. We are actively looking for the right market conditions, and there are some that hold promise.
But I would say that on the international side of things, I don't see that it's going to be a material driver to 2012. We may get some pilots in partial years and, certainly, it would
gain more steam in 2013.
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Torin Eastburn - CJS Securities - Analyst
 
 Okay. And my last question. Can you provide any sort of quantification about how the shift to managed care is affecting your results and how you think it will in a year or two?

 Rich Montoni - Maximus Inc - President, CEO
 
 I am going to turn this over to Bruce Caswell, but I will tell you from a summary level, it is very, very meaningful even in 2011. You've got very significant populations that are
in the process of being moved, getting partial year benefit in 2011, and we expect we're going to continue to see that into 2012. Bruce, any comment in terms of specifics?

 Bruce Caswell - Maximus Inc - President and General Manager, Health Services
 
 I think you are right, Rich. I think there are two dynamics in play here. The first is the existing and ongoing shift to move more populations into managed care, expanding service
areas, and new populations as we've noted in prior calls in California with the SPD population, Texas, of course, with the growth into the Rio Grande Valley.

And in time, we will also, as we've noted at Investor Day and other occasions, see the ramp-up and readiness for the expansion of Medicaid in general to 138% of the federal
poverty level. So I think we are seeing a precursor that puts us on a path to experience broader growth in the 2013 time period.

 Torin Eastburn - CJS Securities - Analyst
 
 All right. Thank you both.

 Rich Montoni - Maximus Inc - President, CEO
 
 You are welcome.
 

Operator
 
 Thank you. Our next question comes from the line of Brian Kinstlinger with Sidoti & Company. Please proceed with your question.

 Brian Kinstlinger - Sidoti & Company - Analyst

 Hi, good morning, guys.
 

 Rich Montoni - Maximus Inc - President, CEO
 
 Hi, Brian.

 Brian Kinstlinger - Sidoti & Company - Analyst
 
 The first question I had, you mentioned Australia, the potential extension in August after review, and you mentioned a potential contract size. I'm curious if that is for the
existing work you are already doing in the existing regions, or is there an opportunity at that point, as you've been gaining share over the last two to three years, is that a number
that suggests also gaining share?
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 Rich Montoni - Maximus Inc - President, CEO
 
 Good morning, Brian. Good question. The amount that we mentioned is essentially renewal of the current level of work that we are performing. That being said, there is the
possibility for Maximus to pick up additional work above and beyond that. Whether that's going to happen and one's ability to predict that is a bit tough. Certainly, being a top
performer positions Maximus for additional work, but it's difficult to forecast until such time as the government comes out with their decisions.

 Brian Kinstlinger - Sidoti & Company - Analyst
 
 But can I assume there will be some work for someone to take on because not everyone will meet, I would guess, that star rating? As a result, the number of people that are left
over will be able to somehow bid for other work? Is that a way to think about it?

 Rich Montoni - Maximus Inc - President, CEO
 
 Yeah, I think that's the right way to think about it. It's a good handicapping that some of the top performing firms, including Maximus, will pick up additional work to take the
next step in handicap, which firms and how much is the more difficult thing to do.

 Brian Kinstlinger - Sidoti & Company - Analyst
 
 Right. Right. Absolutely. Okay. Now, on the welfare-to-work at the Analyst Day, you documented or mentioned a number of countries. I think it was six that you were in
various stages of discussions. I guess I am going to press you on it a little more. How is the progress of that and when might we hear any of, you know -- first of all, actually, is
there any RFPs you've actually responded to? I'm just trying to get a sense of where you are in those negotiations and discussions.

 Rich Montoni - Maximus Inc - President, CEO
 
 It's a great question. We are all excited to advance what we sense is a very significant need in these various countries. We have had active, in-country initiatives, but what that
really means is we send our executives in along with appropriate consultants to visit with key decision makers, leaders, managers of these programs, and politicians, and then
look at the existing market, look for requests for proposals that are about to emerge.

And we're excited in several countries. We have specific identified opportunities that we're tracking, which is we want to get these things into our pipeline so it becomes part of
our measurement. At this point and time, I think we have one RFP that we are actively contemplating responding to and we have had some partnering type discussions. So we've
got all the activities that are good things to indicate we may have some real opportunity there ultimately, but I don't want to say that we have something that's imminent today.

 David Walker - Maximus Inc - CFO

 You know, I could probably characterize it as early days, Brian -- this is Dave Walker -- and I don't think they're going to move the needle in 2012, while they're exciting, their
long time outlook.
 

 Brian Kinstlinger - Sidoti & Company - Analyst
 
 So is there anything other than that one RFP that's in the tracking bucket of RFPs that you're talking about?

 Rich Montoni - Maximus Inc - President, CEO
 
 Oh, we do. We have several opportunities that we're tracking, but the tracking is the step before an RFP.
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Brian Kinstlinger - Sidoti & Company - Analyst
 
 Right. Of course. Right. Okay. Now, you mentioned some start-up costs on the health side. I'm curious what that relates to. Is that in Texas, what you are talking about? And
how much did it offset earnings in the quarter?

 David Walker - Maximus Inc - CFO
 
 We don't give specific numbers, but it was the New York Enrollment Center contract, Brian. So, as you know, we have a lot of contracts in a given time that is starting up; that
was a good-sized one. So it had a dampering effect on the health margins this quarter. On the other hand is we gave you the guidance. Next quarter, we talked about a couple of
contract mods, primarily in health that give us some non-recurring benefit next quarter. So health margins, as we talked about, can fluctuate from quarter-to-quarter. We try to
give you some flavor on that.

 Brian Kinstlinger - Sidoti & Company - Analyst
 
 I guess I am just trying to understand when the start-up costs for that New York Enrollment contract end. Is this a one-quarter event, or will we see a couple more quarters?

 David Walker - Maximus Inc - CFO

 It went live very successful. It's ramp-up in that you have got to have the enrollees in and it's a transaction driven thing that takes time to build up, if you will, a backlog. So we
will start to see the full benefit next year.

 Brian Kinstlinger - Sidoti & Company - Analyst
 
 Next year? Okay. Will there be start-up costs do you think on Louisiana?

 Rich Montoni - Maximus Inc - President, CEO
 
 I don't think the Louisiana contract's going to have material start-up costs. I don't think it's going to be material to the overall consolidated results.

 David Walker - Maximus Inc - CFO
 
 Brian, they all have some start-up costs. The contracts vary in terms of whether the client pays for them and the accounting treatment is usually the issue.

 Brian Kinstlinger - Sidoti & Company - Analyst
 
 Okay. On the proposal side, I am curious. I know they fluctuate, but $39 million on proposals in preparation seems kind of low. Is that going to pick up significantly the next
quarter that you're working on a lot? And then I guess I'm almost interested in Canada. You talked a lot about Canada. How big of the pipeline represents Canada right now?

 Rich Montoni - Maximus Inc - President, CEO
 
 A couple of things, Brian. One, the $39 million, you are right, in normal course trend in the analytics, that component of the pipeline is at belly, but, again, I'm very, very
confident it's just fluctuations within the components of the pipeline. Overall, I am very happy with the quality and the nature of the pipeline, so it's strictly of timing.

 Brian Kinstlinger - Sidoti & Company - Analyst
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 Okay.

 Rich Montoni - Maximus Inc - President, CEO
 
 On the Canada situation, again, we don't slice and dice the pipeline by country, by line of business, but I will tell you from a qualitative perspective what we see in Canada is
meaningful, it's very encouraging, and I am very, very pleased with our positioning, not only in British Columbia but in a potential in other countries. And I'm really pleased with
the way that our initial investment in Canada has blossomed, as well as our -- the additional of Delta where it really seems like the partnership is starting to click.

 Brian Kinstlinger - Sidoti & Company - Analyst
 
 Great. Last question I have, kind of high level. We take a look at what's going on with Congress with the debt reduction, they've sort of got an agreement but we're still going to
go through a lot and half of the cuts are going to come and have to get agreed upon over the next couple of months. I guess, A) I am interested how you think that's affecting the
timing of awards and spending at all in the US. How it might affect Medicaid? We're really only hearing Medicare and Social Security, but maybe you could speak to what it
means for Medicaid, and then finally, what it means for receivables over the next six months? Does it have any impact, do you think?
 

 Rich Montoni - Maximus Inc - President, CEO
 
 Let me take the first part of the question and ask Dave Walker to talk about receivables. But our overall thinking on this debt ceiling legislation, and it's clearly interfacing with
what's going on in the macro economy or skittishness about the macro economy. First off on the legislation, clearly, it's important that the debt ceiling issue is resolved. Even if
we view it as temporary, it's very important to get over that short-term hurdle.

Secondly, the cost reduction side of the legislation, it remains to be seen. Hence, the impacts are very difficult to specify. I agree with you, it seems like the intent is that
Medicaid will remain untouched, although that's not a certainty, and then there is more focus, particularly in the default provision, on the defense side of things, and the payor
side of things. In general, certainly, there are very, very major concerns about the economy and the market as a whole, and that's global.

So we need to be prepared for continued choppy waters, not unlike we've seen, you know, the last couple or few years. So to Maximus, I don't think this is going to diminish the
return for more efficient administration services for these programs. In fact, I think these pressures increase the importance of changing old-world processes and, in fact, can
foster additional opportunities for us.

 Brian Kinstlinger - Sidoti & Company - Analyst
 
 And on receivables, David, please?

 David Walker - Maximus Inc - CFO
 
 You know, short-term on that, obviously, there isn't any impact.

 Brian Kinstlinger - Sidoti & Company - Analyst
 
 Right.

 David Walker - Maximus Inc - CFO
 
 And in fact, if you look at the current quarter, for the first time in a long time as we approach the end of the fiscal, California's actually passed the budget. So where we have had
some consternation for a month in prior years at the ends of our fiscal, we shouldn't see that this year. So I think in the short-term, the states are making some noise that they are
just worried about the federals taking cut at their expense and pushing it onto them. But that aside, we don't know what's going to happen long-term yet. And given the direction
of the cuts are primarily as the backstop, if you will, in defense or with the providers, I'm optimistic.
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 Brian Kinstlinger - Sidoti & Company - Analyst

 Is that why your cash flow guidance is actually a range of free cash flow of minus-ten to plus-ten? I think if I did the numbers right, based on where you've been in the first
three-quarters, there possibly could be some slow down? Or is there something else?

 David Walker - Maximus Inc - CFO
 
 No, I mean, really, just mechanically, right? We get a lot of revenue that shoots up in the fourth quarter. That consumes a work-in-process of receivables. So if you just take
DSOs, and we are, while we are very happy with the record low DSOs at 54, a contract or two could swing that on me. Right? So I model at a more moderate rate, or if you will,
slightly higher, and then if you just look at the revenue increase, which is a good thing, it consumes more receivables in the short run. That's all.

 Brian Kinstlinger - Sidoti & Company - Analyst
 
 Great. Thank you, guys.

 Rich Montoni - Maximus Inc - President, CEO
 
 You're welcome, Brian.

Operator
 
 Thank you. Ladies and gentlemen, our next question comes from the line of James Kumpel with BB&T Capital Markets. Please proceed with your question.

 James Kumpel - BB&T Capital Markets - Analyst
 
 Good morning, guys.

 Rich Montoni - Maximus Inc - President, CEO
 
 Good morning, James.

 James Kumpel - BB&T Capital Markets - Analyst
 
 Hey, Rich, can you first comment a little bit about the environment where many states are engaged or basically using furloughs and reductions in state employees, and how that
may affect your opportunities on enrollment outsourcing and services to the states?

 Rich Montoni - Maximus Inc - President, CEO
 
 The states, and I think it's a good thing that they have to balance their budget and I think we are now into several years where they're challenged to do so, and you study prior
recessions, we've gone through much the same thing. So our experience has been that there's little to no impact on Maximus and what we do. And I personally believe it's the
specific nature of the administrative services and the importance to get it right.

The programs that we run are very, very efficient and we negotiate those efficiencies with our clients and they know what sort of capabilities they need to get the job done. And
by that, I mean applications coming in the door, timeliness of processing those applications, and responding to these citizens who are oftentimes going through life-changes that
are very significant to them. So our clients tend not to want to lessen that capability. In fact, in difficult times, they want to make sure that these programs, the administrative
aspects, run very, very well.
 
 

11



 

So our experience has been not to mirror the furloughs that states will often impose upon their employees. We will have conversations with them in terms of, you know, is there a
desire to modify the program? And if necessary, we'll amend the contract accordingly. We have gone through a couple of those and all of that's reflected in our history. So I
think there's going to be a continuation of the same thing. I think, again, the elasticity for demand of what we do, I think is very inelastic. I think it's important. I think our clients
know that and I think we are very efficient at it. So I don't see a big risk to it, Jim.

 James Kumpel - BB&T Capital Markets - Analyst
 
 Would it be fair to say in most state that had basically done a number of enrollment processes and other administrative processes in-house may be more inefficiently that these
furloughs might actually, or reductions in work forces might actually accelerate the inclination to move those services to a selling more efficient light like Maximus?

 Rich Montoni - Maximus Inc - President, CEO
 
 Well, think that's right. And again, that becomes a bit tricky in terms of how do the leaders of these governments transform from the old processes, the old models, to the new
ones. We see some -- we see states take different approaches, but you are absolutely right, there is an inclination in these times to move towards the newer processes, the
centralized processes, those that use technology to a much greater extent and to contract vehicles that are more based upon outcomes as opposed to activities. And that's very
much what's happening as a big dynamic in the marketplace.

 James Kumpel - BB&T Capital Markets - Analyst

 And this regards health exchanges. Bruce, you've been doing an awful lot of work in outreach the states in the like. Can you offer up any sort of early observations as to, you
know, collectively where the state's heads are at, what states seem to be taking the lead, and then if we engage in a little bit of navel gazing here, what sort of revenue model do
you anticipate will become the norm for operating these changes?

 Rich Montoni - Maximus Inc - President, CEO

 Jim, I do think that there are states that are leaders and I am sure Bruce is willing to share a couple of names that he views as kind of the leaders of the pack. And I think there
are some estimates about revenue modeling out there in terms of what the marketplace might be expecting. So, Bruce, what do you think about this?

 Bruce Caswell - Maximus Inc - President and General Manager, Health Services

 Well, Jim, I think one way to track kind of where the states, as you say, where their heads are is to look at the status of legislation by state. And at the most recent count as of
yesterday afternoon, you could, I would say, comfortably put 25 states in the category of having made positive progress and that would be 12 states having signed legislation,
seven with a live bill still under consideration, and six that have proceeded with the workaround. Now, that doesn't mean every live bill will need to enabling legislation in the
state.

And this is not a perfect indicator of progress, as you know, because even states in which legislation itself is currently dead, a good example might be New York, are committed
to moving forward. New York finds themselves in the early innovator category, as well, and has active procurements on the street and is likely to take up legislation again before
the end of this summer session. But that's one way we kind of gauge the progress in the market. Another, as you are well aware, is those states that are making progress as early
innovators and those that have applied for and received establishment grants.

So to be specific, some of the states making the greatest progress currently we would put in the categories of New York and Maryland, certainly some of the other early
innovators like Wisconsin and Oregon. As then, as you are aware, and we commented on, there have been active RFIs from states including California, Indiana, Wisconsin, and
some RFPs, as well. But Rich was right in saying that those RFPs are at this point limited to technology components and we won't see the broader services RFPs until later in the
cycle.
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 James Kumpel - BB&T Capital Markets - Analyst

 Do you see any sort of risk to these grants or other federally-subsidized projects associated with ObamaCare? There seems to have been, you know, not necessarily a cry, but an
occasional argument by some politicians in Washington that either defunding or freezing the funding for some of these projects would be fiscally responsible. Could you give a
comment about that?

 Rich Montoni - Maximus Inc - President, CEO

 Bruce, would you please respond to that?

 Bruce Caswell - Maximus Inc - President and General Manager, Health Services

 Sure. I would be happy to. I would just say, Jim, that we continue to read the papers every day as you do, and there's nothing at this point that we would characterize as moving
the states off their current course. I think you are always going to have a lively debate as it relates to topics like this, particularly given the tight fiscal times that we've seen. But
fundamentally, the money has been flowing to the establishment grantees.

I think as of current count that I have reviewed, about $35 million in establishment grant money has already flowed. And certainly the applications continue to come in. We are
proceeding under current kind of course and speed on that.

 James Kumpel - BB&T Capital Markets - Analyst

 And just finally, with regard to the comment about acquisitions, again, could you just maybe touch on the types of skillsets or the type of capabilities that you're looking to
maybe supplement your core capabilities?

 Rich Montoni - Maximus Inc - President, CEO

 Glad to do that. We do remain very, very active from an M&A perspective. I'd tell you that we see some real opportunities out there. I'd also say that in the past, our approach
has really been to focus on tuck-ins, and while we're interested and we will take a look at tuck-ins that are a really good fit, our primary focus is on items that would be more
meaningful to the Company.

We're certainly not going to bet the ranch, but we're going to look for things that do in fact move the needle, Jim. And just for risk management purposes, we're likely to stay
within zero, one, or two adjacencies in terms of what we do. We just think if it's closer to our core and compliments our core, we are more likely to get cross synergies and we
think the risk and integration risk will be lower.

 James Kumpel - BB&T Capital Markets - Analyst

 Great. Thank you very much.

 Rich Montoni - Maximus Inc - President, CEO

 You bet.

Operator

 Thank you. Ladies and gentlemen, there are no further questions at this time. This concludes today's teleconference. You may disconnect your lines at this time. Thank you for
your participation.
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AND WHILE EFFORTS ARE MADE TO PROVIDE AN ACCURATE TRANSCRIPTION, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES
IN THE REPORTING OF THE SUBSTANCE OF THE CONFERENCE CALLS. IN NO WAY DOES THOMSON REUTERS OR THE APPLICABLE COMPANY OR
THE APPLICABLE COMPANY ASSUME ANY RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BASED UPON THE
INFORMATION  PROVIDED ON THIS WEB SITE OR IN ANY EVENT TRANSCRIPT. USERS ARE ADVISED TO REVIEW THE APPLICABLE COMPANY'S
CONFERENCE CALL ITSELF AND THE APPLICABLE COMPANY'S SEC FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER DECISIONS.
 
©  2011 Thomson Reuters. All Rights Reserved.
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David N. Walker  Chief Financial Officer and Treasurer  August 4, 2011  Third Quarter – Fiscal Year 2011 Earnings  1 1  A number of statements being made today will be forward-looking in nature.  Such statements are only predictions and actual events or results may  differ materially as a result of risks we face, including those discussed in  our SEC filings. We encourage you to review the summary of these risks in  Exhibit 99.1 to our most recent Form 10-K filed with the SEC. The  Company does not assume any obligation to revise or update these  forward-looking statements to reflect subsequent events or circumstances.  Note: All share and per share data has been adjusted to reflect the  two-for-one stock split effective June 30, 2011.  Q3 Q3 $ %  FY '11 FY '10 change change  Actual Actual  Revenue  Health Services 141.8 $ 127.3 $ 14.5 $ 11.4%  Human Services 96.5 84.2 12.3 14.6%  Total 238.3 $ 211.5 $ 26.8 $ 12.7%  Operating income (loss)  Health Services 15.9 $ 14.5 $ 1.4 $ 9.7%  Human Services 14.9 10.7 4.2 39.5%  Other 0.3 0.2 0.1 50.0%  Legal & settlement recovery (0.3) - (0.3) nm  Total 30.8 25.4 5.4 21.3%  ($mm, except per share data)  Selected Financial Results from Continuing Operations  Record FY 11 Q3 Revenue  Q3 revenue from continuing  operations grew 13% (8% on a  constant currency basis) to  $238.3 million, driven by solid  delivery and favorable currency  Strong performance resulted in  an operating margin of 13.1%  2  Operating margin % (excluding legal) 13.1% 12.0%  Interest and other income, net 1.0 0.4 0.6 150.0%  Income from continuing ops, net of taxes 31.8 25.8 6.0 23.3%  Provision for income taxes 11.8 9.7 2.1 21.6%  Net income - continuing operations 20.0 $ 16.1 $ 3.9 $ 24.2%  Income (loss) - discontinued operations (0.1) $ 1.2 $ (1.3) $ nm  Net income 19.9 $ 17.3 $ 2.6 $ 15.0%  Fully diluted EPS - continuing ops* 0.56 $ 0.45 $ 0.11 $ 24.4%  Fully diluted EPS - discontinued ops* - $ 0.03 $ (0.03) $ nm  Fully diluted EPS - total* 0.56 $ 0.48 $ 0.08 $ 16.7%  Adj. EPS - continuing ops, excl legal and tax* 0.56 $ 0.46 $ 0.10 $ 21.7%  2  *All numbers reflect the recent two-for-one stock split  Record FY 11 Q3 Earnings  Income from continuing  operations, net of taxes,  increased to $20.0 million  Adjusted diluted EPS

from  continuing operations increased  22% to $0.56 compared to $0.46  for the same period last year  Health Services Segment  Q3 Q3 %  FY 11 FY 10 change  Revenue  Health Services 141.8 $ 127.3 $ 11%  Operating Income  Health Services 15.9 $ 14.5 $ 10%  Operating Margin % 11.2% 11.4%  3 3  • FY 11 Q3 Health Services Segment revenue grew 11% to $141.8 million, driven  primarily by new work and expansion on existing contracts  • Operating income grew to $15.9 million  • As expected, operating margin was 11.2%, which included start up costs for a new  program launched in June; as a reminder we typically expect that margins will fluctuate  quarter to quarter as a result of timing  $ in millions  Human Services Segment  Q3 Q3 %  FY 11 FY 10 change  Revenue  Human Services 96.5 $ 84.2 $ 15%  Operating Income  Human Services 14.9 $ 10.7 $ 40%  Operating Margin % 15.4% 12.7%  4 4  • FY 11 Q3 Human Services Segment revenue grew 15% (4% on a constant currency basis)  to $96.5 million, driven by growth in our international welfare-to-work programs  • Operating income grew 40% to $14.9 million  • Operating margin increased to 15.4% compared to 12.7% in the prior year  • The Segment benefitted from favorable currency and over-delivery in certain programs  - In Australia, job outcomes retention rates exceeded forecasts  - In the UK, revenue and profit accelerated into the third quarter from the transition of the  legacy FND1 program, which offset start up expenses from the new Work Programme  $ in millions   Balance Sheet and Cash Flows  • FY 11 Q3 cash provided by operating activities from continuing operations totaled $34.1 million, with  free cash flow* from continuing operations of $27.8 million  • Strong cash flows in the quarter were driven by solid net income and record low DSOs of 54 days  • During the quarter, MAXIMUS paid a quarterly cash dividend of $2.6 million, which reflected the 25%  dividend increase declared in January; additionally, we announced another 20% increase to the  dividend to be paid in August  • MAXIMUS repurchased 238,600 shares of common stock for $9.4 million and at June 30th we had  $115.4 million available for future repurchases; subsequent to quarter close, we purchased an additional  204,000 shares

of common stock for $8.1 million  Si 2008 h h d l illi f t k b i b k 12 4 illi  5 5  • Since 2008, we have repurchased nearly $250 million of MMS common stock, buying back 12.4 million  shares during this time  • Cash and cash equivalents totaling $204.0 million at June 30, 2011, of which 48% is held in the U.S.;  cash held in foreign subsidiaries cannot be used for repurchases or dividend payments without incurring  significant U.S. tax upon repatriation  *The Company defines free cash flow as cash provided by operating activities, less property, plant and equipment and capitalized software  We recognize that investors want us to put our cash to work, we remain actively  engaged in acquisition activities to supplement organic growth and continue to  evaluate cash and dividend yields and the level of share repurchases.  Updated FY 11 Guidance  • Increasing our FY 11 revenue guidance to $925-$935 million and adjusted diluted  f $ $  FY 11E  Revenue $925-$935 million  Adjusted Diluted EPS $2.15-$2.20  Cash from Continuing Ops $70-$90 million  Free Cash Flow from Cont. Ops $50-$70 million  6  earnings per share in the range of 2.15-$2.20  • The increase in guidance reflects over delivery in the third quarter as well as additional  benefit from accretive, non-recurring contract modifications in the Health Segment that we  expect to receive in the fourth quarter  • Cash flow guidance remains unchanged but expect to be in the upper end of the range;  receivables management process showing exceptional results as demonstrated by record  low DSOs, but MAXIMUS does not forecast that level of efficiency  • We are in the heart of our annual budgeting and planning process for next year and will  provide formal FY 12 guidance on our November call  6  Richard A. Montoni  Third Quarter – Fiscal Year 2011 Earnings  7 7  President and Chief Executive Officer  August 4, 2011   • Another quarter of record financial results  • Continue to see growth and opportunities in both  Segments and across all geographies  • Will provide formal guidance for FY12 in  Another Quarter of Record Results for MAXIMUS  8  November, but wanted to touch upon major  themes from last quarter and Investor Day in  June, starting with the UK contract  Expected Ramp on the UK Contract ($ in

millions)  FY 11E FY 12E FY 13E FY 14E  Revenue $ 38.0 $25.0 $75.0 $95.0  EBIT 5.5 (10.6) 11.3 14.3  Operating margin 14% -42% 15% 15%  Net income 4.0 (7.8) 8.4 10.6  Long-Term Impacts from the UK Work Programme  2012 impacts  • Expect to lose $10.6 million, pre-tax, in FY  12 – or $0.22 per share; FY 11/FY 12  represents a $0.33 headwind to earnings  • Still expect total Company revenue growth  in FY 12, driven by new work and organic  growth  • Growing the bottom-line will be more  challenging given the over-delivery in FY  11 and expected loss from the UK in FY 12  9  Tax rate 27.0% 26.0% 26.0% 26.0%  Shares outstanding* 35.6 35.6 35.6 35.6  EPS* $ 0.11 $ (0.22) $ 0.24 $ 0.30  Year /year change* $ (0.33) $ 0.46 $ 0.06  • Remain cautiously optimistic about our  FY 12 earnings growth potential  2013 & 2014  • Long-term economics on the UK contracts  are favorable  • Healthy contributions in FY 13 with  expected earnings from the UK contract of  $0.24 per share; offers a ready-made  growth acceleration with a favorable $0.46  sling-shot to earnings over FY 12  • Expected to be fully ramped in FY 14 and  contributing approximately $0.30 per share  with annual revenue of $95 million  FY 12  Headwind  FY 13  Sling-shot  *All numbers reflect the recent two-for-one stock split  United Kingdom’s Work Programme Update  • Operations went live on time with positive client  feedback on the smooth implementation of our case  management technology solution  • Local management team has made strides to  finalizing facilities requirements and bringing new  employees on board  10  • Initial case referral volumes came in strong and  largely as expected and the UK team is hard at  work achieving placement targets  We have set the stage for a successful project, drawing on best practices  gained as the top provider under the previous welfare-to-work program.  • More provinces are looking for ways to provide  secure electronic pharmacy and medical records  through Drug Information Systems (DIS)  • Recently awarded a contract in Nova Scotia for  the implementation of our DIS product, Medigent®  • Contract represents a significant step towards the  Health & Human Services Opportunities in Canada  11  creation of individual electronic

health records for  the province  • Additional opportunities in other provinces align  with our core health and human services offerings  • We are actively pursuing these opportunities and  expect to have further clarity by the end of the  calendar year  Potential Contract Extension in Australia  • The Australian government has notified all  welfare-to-work vendors of a potential threeyear  contract extension if vendors continue to  achieve required star ratings targets  • Contract extension is contingent on the  achievement of specific targets in the next Star  Ratings review in 12  August  • Based on our current Star Ratings, we are  tracking towards a $450 million extension  through June 30, 2015  Our continued success and solid ratings further demonstrate our  commendable performance and solid execution in this key market.  Growth in our U.S. Health Operations  • In June, launched operations for the New  York Enrollment Center contract, which  consolidates, standardizes and simplifies  the renewal process for the state’s public  health insurance programs  • This week, launched a new customer  contact center in Edinburg, TX to enroll  Texans in 13  Medicaid, SNAP and TANF, as  part of the state’s expansion of Medicaid  managed care  • Recently received notification of a new  contract award to provide enrollment  broker services for Louisiana’s Medicaid  Coordinated Care Network   Affordable Care Act (ACA) Update  • In July, the Department of Health & Human  Services released proposed regulations on the  implementation of health insurance exchanges  • Provides states with a more flexible  implementation timeline  • We are still awaiting subsequent regulations and  rulemaking related to eligibility, appeals and  quality standards  14  • A growing number of states are taking advantage  of federal establishment grants to help them put  the proper structures in place to operate an  exchange  • We are actively responding to a number of formal  RFIs and RFPs related to exchange technology  components, and expect they may lead states to  issue procurements for technology and  administrative services for exchanges  Marketing our Exchange Solution with Connecture  • MAXIMUS is actively marketing the health  insurance exchange solution developed  through our strategic alliance with

Connecture  • Connecture is a leading provider of Webbased  marketplaces and administration  solutions for health insurance distribution  • The alliance team is meeting with potential  clients to demonstrate, StateAdvantage, our  d t i l t l ti f SHOP d  15  ready-to-implement solution for and  Individual Exchanges  • The response from potential state clients has  been very position with specific reference to:  – Seamless consumer experience  – User-friendly content  – Easy-to-navigate shopping  – Ability to address the needs of families with  changing eligibilities for public programs  New Awards and Sales Pipeline (in millions)  Includes rebids in TX and CA, as well  as UK Work Programme contract  New Sales Aug. 2, 2011  YTD signed awards $ 1,391  New contracts pending $ 338  Sales Opportunities  16  We will routinely experience fluctuations between the pipeline and  new sales categories, driven by the procurement process and the  timing of when contracts are awarded and signed.  Total pipeline $ 1,818  Conclusion  • Record results in Q3 combined with our recent stock split and dividend increases  demonstrate our continued success in driving profitable growth and delivering  shareholder value over the long-term  With consistent, solid performance over the last couple of years, MAXIMUS  stands well-positioned to capitalize on the many opportunities in front of us.  17  g  • Governments continue to experience financial pressure and MAXIMUS remains a  trusted partner to provide efficient solutions and high-quality administrative services  • With multiple domestic and global expansion initiatives before us, we see many  opportunities across both Segments  • We look forward to delivering another great year and setting the growth platform for  FY 12 and beyond


