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Item 2.02                      Results of Operations and Financial Condition.
 
On August 7, 2012, the Company issued a press release announcing its financial results for the quarter ended June 30, 2012.  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 7, 2012, 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 7, 2012
99.2 Conference call transcript and slide presentation for Earnings Call –

August 7, 2012
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99.1 Press release dated August 7, 2012
99.2 Conference call transcript and slide presentation for Earnings Call –

August 7, 2012



Exhibit 99.1
 
 

MAXIMUS Reports Fiscal 2012 Third Quarter Results
 

- MAXIMUS Reiterates Full Year Revenue Guidance and Increases Earnings Estimates -
 
 
RESTON, Va.--(BUSINESS WIRE)--August 7, 2012--MAXIMUS (NYSE: MMS), a leading provider of government services worldwide, today reported financial results for its
fiscal third quarter ended June 30, 2012.
 
Key highlights include:
 
 ● Revenue for the third quarter grew 12% to $266.4 million compared to the same period last year.
 ● Adjusted diluted earnings per share from continuing operations totaled $0.62 for the third quarter.
 ● Cash and cash equivalents totaled $168.9 million at June 30, 2012.
 ● Sales pipeline reached a record level of $3.4 billion at August 3, 2012.
 ● The Company successfully completed a large change order that was previously expected to occur in the fourth quarter and contributed approximately $10.2 million

in revenue in the third quarter.
 
Revenue for the fiscal 2012 third quarter increased 12% to $266.4 million compared to $238.3 million for the same period last year, driven by growth in the Health Services
Segment and revenue from the PSI acquisition that closed on April 30, 2012. Compared to the same period last year, revenue increased 13% on a constant currency basis and
organic revenue grew 2%.
 
Third quarter GAAP income from continuing operations, net of taxes, totaled $20.5 million, or $0.59 per diluted share. Adjusted diluted earnings per share from continuing
operations totaled $0.62 and excluded net legal and acquisition related expenses. The tax rate in the quarter was higher than anticipated due to a larger mix of revenue from
higher tax rate jurisdictions in the United States and tempered earnings by approximately $0.03 per diluted share.
 
During the quarter, MAXIMUS signed a change order to modify the scope of work on a large health program and reimburse the Company for work performed in prior periods.
The change order was previously expected to occur in the fourth quarter and contributed approximately $10.2 million in revenue and $0.10 of diluted earnings per share in the
third quarter.
 
“During the third quarter, MAXIMUS made steady progress towards several domestic and international initiatives. The integration of PSI into our U.S. operations is going
smoothly, and we expanded our global workforce services footprint with new contracts in Saudi Arabia and Australia. At the same time, we are making good progress as we
position our domestic health and federal services operations for new opportunities,” commented Richard A. Montoni, Chief Executive Officer of MAXIMUS. “Our sales pipeline
of $3.4 billion is at record levels and we are awaiting decision on approximately $1.7 billion of proposals. The team delivered another great quarter, allowing us to increase our
earnings outlook for the remainder of fiscal 2012 and setting a growth platform for fiscal 2013.”
 
 

 



 
 
Health Services Segment
 
Health Services Segment revenue for the third quarter of fiscal 2012 increased 20% to $170.4 million compared to $141.8 million for the same period last year, principally
driven by the completion of a large change order that contributed $10.2 million of revenue in the third quarter, strong organic growth, and contributions from the PSI
acquisition. Operating income for the third quarter totaled $25.7 million with an operating margin of 15.1%. Revenue and margin benefitted from the change order, which
helped offset the ramp up of new contracts.
 
Human Services Segment
 
Human Services Segment revenue for the fiscal 2012 third quarter totaled $96.0 million, which was 1% lower compared to last year, but grew 2% on a constant currency basis.
Operating income for the third quarter was $9.2 million and operating margins were 9.6%. As expected, results were affected by the ongoing ramp up of the UK Work
Programme contract. Contributions from the PSI acquisition were tempered by operations in Australia where work on short term programs was completed, caseload volumes
were lower, and foreign currency was unfavorable relative to the same period last year.
 
Sales and Pipeline
 
At August 3, 2012, fiscal year-to-date signed contract wins totaled $1.2 billion compared to $1.4 billion reported for the same period last year; the prior-year period included
approximately $990 million related to four large contract renewals including the new Work Programme award in the United Kingdom. New contracts pending (awarded but
unsigned) totaled $185.8 million compared to $338 million last year. Sales opportunities (pipeline) are at record levels and at August 3, 2012 totaled $3.4 billion (consisting of
$1.7 billion in proposals pending, $118 million of proposals in preparation, and $1.5 billion in proposals tracking) compared to $1.8 billion the prior year.
 
Balance Sheet and Cash Flows
 
Cash and cash equivalents increased to $168.9 million at June 30, 2012. For the fiscal 2012 third quarter, cash provided by operating activities from continuing operations
totaled $16.0 million with free cash flow of $9.7 million. The Days Sales Outstanding (DSO) for the third quarter were 58 days.
 
On May 31, 2012, MAXIMUS paid a quarterly cash dividend of $0.09 per share and in July 2012, the Company announced its next quarterly cash dividend of $0.09 per share,
payable on August 31, 2012 to shareholders of record on August 15, 2012.
 
Outlook
 
The Company is reiterating its fiscal 2012 revenue guidance and increasing its earnings guidance. The Company still expects revenue to range between $1.030 billion and
$1.060 billion, and now expects adjusted diluted earnings per share from continuing operations for fiscal 2012 in the range of $2.25 to $2.35 compared to its prior guidance of
$2.20 to $2.30. The Company also reiterated its cash flow guidance with cash provided by operating activities derived from continuing operations to be in the range of $100
million to $120 million, and free cash flow from continuing operations to be in the range of $75 million to $95 million.
 
Website Presentation, Conference Call and Webcast Information
 
MAXIMUS will host a conference call this morning, August 7, 2012, 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 21, 2012. Callers can access the replay by calling:
 

877.660.6853 (Domestic)/201.612.7415 (International)
Replay account number: 316

Replay conference ID number: 397858
 
About MAXIMUS
 
MAXIMUS is a leading health and human services administrator for governments in the United States, United Kingdom, Canada, Australia and Saudi Arabia. The Company
delivers administrative solutions to improve the cost effectiveness, efficiency and quality of government-sponsored benefit programs, such as Medicaid, Medicare, Children's
Health Insurance Program (CHIP), Health Insurance BC (British Columbia), as well as welfare-to-work and child support enforcement programs across the globe. The
Company's primary customer base includes federal, provincial, state, county and municipal governments. Operating under its founding mission of Helping Government Serve
the People®, MAXIMUS has more than 8,800 employees worldwide. For more information, visit www.maximus.com.
 
Non-GAAP Measures
 
This release refers to non-GAAP financial measures, including free cash flows from operating activities, adjusted diluted earnings per share from continuing operations,
constant currency revenue growth, organic growth, and operating income excluding legal, settlement and acquisition-related expenses.
 
To provide constant currency information, revenue from foreign operations is converted into United States dollars using average exchange rates from the previous fiscal year.
We believe constant currency revenue growth provides a useful basis for assessing the performance of the Company excluding foreign exchange fluctuations. To provide
organic growth information, revenue in the prior year is compared to the current year without PSI revenues. We believe organic growth provides a useful basis for assessing
the performance of the business excluding PSI. We have provided a reconciliation of free cash flows to operating cash flows from continuing operations. We believe that free
cash flows from operations is a useful basis for investors to compare our performance across periods or across our competitors. Free cash flows show the effects of the
Company’s operations and routine capital expenditure and exclude the cash flow effects of acquisitions, share repurchases, dividend payments and other financing
transactions. We have provided a reconciliation to adjusted diluted earnings per share and operating income excluding legal, settlement and acquisition-related expenses. We
believe that these measures are a useful basis for assessing the Company’s performance excluding the effect of the costs of acquiring PSI and the recovery of insurance
claims in the periods shown.
 
The presentation of these non-GAAP numbers is not meant to be considered in isolation, nor as alternatives to net income, cash flows from operating activities, diluted
earnings per share, revenue growth and operating income as measures of performance.
 
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 Annual Report filed with the Securities and Exchange Commission, found on www.maximus.com.
 
 

 



 
 

MAXIMUS, Inc.
CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)
(Unaudited)

     
  Three Months  Nine Months
  Ended June 30,  Ended June 30,
   2012    2011    2012    2011  
Revenue  $ 266,353  $ 238,296  $ 749,408  $ 679,526 
Cost of revenue   187,652   171,897   546,094   494,102 

Gross profit   78,701   66,399   203,314   185,424 
Selling, general and administrative expenses   43,877   35,259   114,592   97,498 
Acquisition-related expenses   1,877   —   2,110   — 
Legal and settlement costs (recovery), net   (352)   361   (990)   361 

Operating income from continuing operations   33,299   30,779   87,602   87,565 
Interest and other income, net   1,164   961   3,092   2,371 

Income from continuing operations before income taxes   34,463   31,740   90,694   89,936 
Provision for income taxes   13,987   11,780   38,349   33,351 

Income from continuing operations   20,476   19,960   52,345   56,585 
         
Discontinued operations, net of income taxes:         

Income (loss) from discontinued operations   —   (65)   —   (330)
Gain (loss) on disposal   9   (3)   117   (662)
Income (loss) from discontinued operations   9   (68)   117   (992)

         
Net income  $ 20,485  $ 19,892  $ 52,462  $ 55,593 

         
Basic earnings (loss) per share:         

Income from continuing operations  $ 0.60  $ 0.58  $ 1.55  $ 1.64 
Income (loss) from discontinued operations   —   (0.01)   —   (0.03)
Basic earnings per share  $ 0.60  $ 0.57  $ 1.55  $ 1.61 

         
Diluted earnings (loss) per share:         

Income from continuing operations  $ 0.59  $ 0.56  $ 1.51  $ 1.59 
Income (loss) from discontinued operations   —   —   —   (0.03)
Diluted earnings per share  $ 0.59  $ 0.56  $ 1.51  $ 1.56 

         
Dividends paid per share  $ 0.09  $ 0.075  $ 0.27  $ 0.21 
Dividends declared per share  $ 0.09  $ 0.165  $ 0.27  $ 0.30 
         
Weighted average shares outstanding:         

Basic   33,973   34,708   33,807   34,496 
Diluted   34,868   35,803   34,720   35,612 

 
 

 



 
 

MAXIMUS, Inc.
CONSOLIDATED BALANCE SHEETS

(In thousands)
     
  June 30,  September 30,
  2012  2011
  (unaudited)   

ASSETS     
Current assets:     

Cash and cash equivalents  $ 168,900  $ 172,950 
Restricted cash   11,930   4,839 
Accounts receivable — billed, net of reserves of $4,580 and $3,265   157,795   146,900 
Accounts receivable — unbilled   12,385   7,170 
Prepaid income taxes   3,258   12,959 
Deferred income taxes   23,916   19,256 
Prepaid expenses and other current assets   39,266   27,202 

Total current assets   417,450   391,276 
     
Property and equipment, net   57,227   51,740 
Capitalized software, net   26,140   26,616 
Goodwill   104,697   71,323 
Intangible assets, net   27,050   5,651 
Deferred contract costs, net   6,717   8,020 
Deferred income taxes   789   732 
Deferred compensation plan assets   8,803   8,004 
Other assets, net   2,713   1,917 

Total assets  $ 651,586  $ 565,279 
     

LIABILITIES AND SHAREHOLDERS’ EQUITY     
Current liabilities:     

Accounts payable  $ 60,755  $ 55,470 
Accrued compensation and benefits   47,769   47,748 
Deferred revenue   62,619   47,902 
Current portion of long-term debt   171   42 
Acquisition-related contingent consideration   1,951   1,840 
Income taxes payable   5,418   5,104 
Other accrued liabilities   6,942   5,787 

Total current liabilities   185,625   163,893 
Deferred revenue, less current portion   5,021   2,575 
Long-term debt   1,538   1,654 
Acquisition-related contingent consideration, less current portion   390   388 
Income taxes payable, less current portion   1,387   1,484 
Deferred income taxes   16,798   11,945 

Deferred compensation plan liabilities, less current portion   11,128   8,883 
Total liabilities   221,887   190,822 

     
Shareholders’ equity:     

Common stock, no par value; 60,000 shares authorized; 56,515 and 56,018 shares
    issued and 34,050 and 33,793 shares outstanding at June 30, 2012
    and September 30, 2011, at stated amount, respectively

  
395,441

   
377,579

 

Treasury stock, at cost; 22,465 and 22,225 shares at June 30, 2012 and
    September 30, 2011, respectively   (425,791)   (416,850)

Accumulated other comprehensive income   15,949   12,480 
Retained earnings   444,100   401,248 

Total shareholders’ equity   429,699   374,457 
Total liabilities and shareholders’ equity  $ 651,586  $ 565,279 

 
 

 



 
 

MAXIMUS, Inc,
CONSOLIDATED STATEMENT OF CASH FLOWS

(In thousands)
(Unaudited)

     
  Three Months  Nine Months
  Ended June 30,  Ended June 30,
   2012    2011    2012    2011  
Cash flows from operating activities:         
Net income  $ 20,485  $ 19,892  $ 52,462  $ 55,593 
Adjustments to reconcile net income to net cash provided by operating activities:         

Loss from discontinued operations   (9)   68   (117)   992 
Depreciation and amortization   6,968   5,696   18,513   16,479 
Deferred income taxes   687   (774)   (4,628)   372 
Non-cash equity based compensation   3,208   2,441   8,841   6,936 

Change in assets and liabilities:         
Accounts receivable — billed   (184)   12,483   7,084   10,887 
Accounts receivable — unbilled   281   (1,162)   218   859 
Prepaid expenses and other current assets   (4,153)   220   (8,245)   1,889 
Deferred contract costs   210   (620)   1,319   (1,849)
Accounts payable   (15,572)   (4,827)   (3,274)   7,460 
Accrued compensation and benefits   2,267   6,061   (4,020)   (506)
Deferred revenue   (130)   (2,679)   11,161   (13,975)
Income taxes   631   (2,883)   9,541   (13,217)
Other assets and liabilities   1,334   183   (3,794)   (1,435)

Cash provided by continuing operations   16,023   34,099   85,061   70,485 
Cash used in discontinued operations   —   (135)   —   (1,086)
Cash provided by operating activities   16,023   33,964   85,061   69,399 
         
Cash flows from investing activities:         

Acquisition of business, net of cash acquired   (66,000)   —   (66,000)   — 
Proceeds from sale of discontinued operations   —   —   2,240   — 
Purchases of property and equipment   (5,308)   (4,499)   (11,884)   (10,963)
Capitalized software costs   (1,018)   (1,821)   (2,850)   (5,693)
Proceeds from note receivable   27   65   299   65 

Cash used in investing activities — continuing ops   (72,299)   (6,255)   (78,195)   (16,591)
         
Cash flows from financing activities:         

Employee stock transactions   279   1,037   1,966   9,050 
Repurchases of common stock   (140)   (8,515)   (9,889)   (16,974)
Tax benefit due to option exercises and restricted stock units vesting   965   1,409   3,475   5,227 
Issuance (repayment) of long-term debt   —   4   —   304 
Cash dividends paid   (3,056)   (2,598)   (9,117)   (7,241)

Cash used in financing activities — continuing ops   (1,952)   (8,663)   (13,565)   (9,634)
         
Effect of exchange rate changes on cash and cash equivalents   (2,409)   1,815   2,649   5,521 
         
Net increase in cash and cash equivalents   (60,637)   20,861   (4,050)   48,695 
         
Cash and cash equivalents, beginning of period   229,537   183,155   172,950   155,321 
         
Cash and cash equivalents, end of period  $ 168,900  $ 204,016  $ 168,900  $ 204,016 
 
 

 



 
 

MAXIMUS, Inc.
SEGMENT INFORMATION

(In thousands)
(Unaudited)

     
  Three Months Ended June 30,  Nine Months Ended June 30,
  2012  % (1)  2011  % (1)  2012  % (1)  2011  % (1)
                 
Revenue:                     

Health Services  $ 170,403 100% $ 141,788 100% $ 489,616 100% $ 409,578 100%
Human Services  95,950 100% 96,508 100% 259,792 100% 269,948 100%

Total  266,353 100% 238,296 100% 749,408 100% 679,526 100%
                     
Gross Profit:                     

Health Services  50,787 29.8% 35,459 25.0% 127,923 26.1% 108,056 26.4%
Human Services  27,914 29.1% 30,940 32.1% 75,391 29.0% 77,368 28.7%

Total  78,701 29.5% 66,399 27.9% 203,314 27.1% 185,424 27.3%
                     
Selling, general, and administrative expense:              

Health Services  25,135 14.8% 19,536 13.8% 67,286 13.7% 53,958 13.2%
Human Services  18,727 19.5% 16,032 16.6% 47,291 18.2% 43,834 16.2%
Corporate/Other  15 NM  (309) NM  15 NM  (294) NM 

Total  43,877 16.5% 35,259 14.8% 114,592 15.3% 97,498 14.3%
                     
Operating income from continuing operations:            

Health Services  25,652 15.1% 15,923 11.2% 60,637 12.4% 54,098 13.2%
Human Services  9,187 9.6% 14,908 15.4% 28,100 10.8% 33,534 12.4%
Corporate/Other  (15) NM  309 NM  (15) NM  294 NM 

Subtotal: Segment Operating
Income  34,824 13.1% 31,140 13.1% 88,722 11.8% 87,926 12.9%

Legal, settlement and
acquisition-related expenses,
net

 
(1,525) NM

  
(361) NM

  
(1,120) NM

  
(361) NM

 

Total  $ 33,299 12.5% $ 30,779 12.9% $ 87,602 11.7% $ 87,565 12.9%
 

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

 



 
 

MAXIMUS, Inc.
Non-GAAP Measures

 
PRO FORMA DILUTED EPS FROM CONTINUING OPERATIONS

("Adjusted Diluted EPS")
FY 2011 and FY 2012

(Unaudited)
   
 Quarter Ended  
 Dec. 31,   Mar. 31,  Jun. 30,  
 2011   2012  2012  
Diluted EPS from continuing operations-GAAP basis $ 0.51  $ 0.41  $ 0.59 
          
Pro forma adjustments:          

Legal, settlement and acquisition-related expenses, net  –   (0.01)   0.03 
Adjustment for tax accounts  –   0.09   – 

Subtotal pro forma adjustments  –   0.08   0.03 
          
Adjusted Diluted EPS from continuing operations $ 0.51  $ 0.49  $ 0.62 
 
   Year
 Quarter Ended  Ended
 Dec. 31,   Mar. 31,  Jun. 30,   Sept. 30,  Sept. 30,
 2010   2011  2011   2011  2011
Diluted EPS from continuing operations-GAAP basis $ 0.50  $ 0.54  $ 0.56  $ 0.73  $ 2.31 
                
Pro forma adjustments:                

Legal and settlement expense, net  –   –   –   (0.02)   (0.02)
Adjustment for tax accounts  0.01   0.01   0.01   (0.07)   (0.04)

Subtotal pro forma adjustments  0.01   0.01   0.01   (0.09)   (0.06)
                
Adjusted Diluted EPS from continuing operations $ 0.51  $ 0.55  $ 0.57  $ 0.64  $ 2.25 
 

FREE CASH FLOW
(In thousands)

(Unaudited)
     
  Three Months  Nine Months
  Ended June 30,  Ended June 30,
   2012    2011    2012    2011  
         
Cash provided by operating activities – continuing ops  $ 16,023  $ 34,099  $ 85,061  $ 70,485 

Purchases of property and equipment   (5,308)   (4,499)   (11,884)   (10,963)
Capitalized software costs   (1,018)   (1,821)   (2,850)   (5,693)

Free cash flow  $ 9,697  $ 27,779  $ 70,327  $ 53,829 
         
 
CONTACT:
MAXIMUS, Inc.
Lisa Miles, 703-251-8637
 



Exhibit 99.2
 

 

THOMSON REUTERS STREETEVENTS
EDITED TRANSCRIPT
MMS - Q3 2012 MAXIMUS, Inc. Earnings Conference Call

 

EVENT DATE/TIME: AUGUST 07, 2012 / 01:00PM  GMT
 

OVERVIEW:
Co. reported 3Q12 revenues of $266.4m and GAAP income from continuing operations (net of taxes) $20.5m or $0.59 per diluted share. Expects
full-year 2012 revenues to be $1.03-1.06b and adjusted diluted EPS, excluding non-recurring acquisition related charges to be $2.25-2.35.
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AUGUST 07, 2012 / 01:00PM  GMT, MMS - Q3 2012 MAXIMUS, Inc. Earnings Conference Call
 
CORPORATE PARTICIPANTS
 
 Lisa Miles MAXIMUS Inc - VP of IR
 
 David Walker MAXIMUS Inc - CFO
 
 Rich Montoni MAXIMUS Inc - CEO
 
 Bruce Caswell MAXIMUS Inc - President, Health Services
 
 
CONFERENCE CALL PARTICIPANTS
 
 Charlie Strauzer CJS Securities - Analyst
 
 Brian Gesuale Raymond James - Analyst
 
 Brian Kinstlinger Sidoti & Company - Analyst
 
 Scott Green BofA Merrill Lynch - Analyst
 
 Frank Sparacino First Analysis - Analyst
 
PRESENTATION

Operator
 
Greetings, and welcome to the MAXIMUS fiscal 2012 third quarter conference call. At this time, all participants are in a listen-only mode. A brief question and answer session
will follow the formal presentation.

(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 of IR

 
Good morning, thank you for joining us on today's conference call. I would like to point out that we have posted a presentation to our website under the investor relations page to
assist you in following along with today's call.

With me is today 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 out of our SEC filings. We encourage you
to review the summary of these risks in our most recent 10K 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'll turn the call over to Dave.

 
 David Walker - MAXIMUS Inc - CFO
 
 Thanks Lisa, good morning everyone. Once again, MAXIMUS reported another quarter of solid top and bottom line results.
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AUGUST 07, 2012 / 01:00PM  GMT, MMS - Q3 2012 MAXIMUS, Inc. Earnings Conference Call
 
Revenue increased 12% to $266.4 million compared to the same period last year. The year-over-year increase was driven by the health services segment and contributions from
the PSI acquisition which closed on April 30. Results for the third quarter include a change order that was previously expected to occur in the fourth quarter and contributed
$10.2 million of revenue and approximately $0.10 of diluted earnings per share.

Third quarter operating income, excluding legal and acquisition expenses, totaled $34.8 million with total Company operating margins of 13.1%. Our tax rate in the quarter was
41% which was slightly higher than forecasted due to a larger mix of profits taxable from higher tax jurisdictions. This rate increase tempered earnings by approximately $0.03.

For the third quarter, GAAP income from continuing operations net of taxes totaled $20.5 million, or $0.59 per diluted share. Excluding legal, settlement and acquisition related
expenses, adjusted earnings per share from continuing operations were $0.62.

Also during the quarter, we made significant progress with the PSI acquisition. We're pleased to report that the integration is largely complete and we are live with all PSI
employees now using MAXIMUS payroll and financial systems. As always, we have included a supplemental table in the PowerPoint presentation to help investors understand
the quarter's highlights. The same table can also be found on the last page of this morning's press release.

Moving onto results by segment. Third quarter financial results from the health services segment were better than expected and bolstered by the acceleration of the $10.2 million
related to the change order this quarter. The team was able to finalize the contract amendment with the client at the end of June, slightly ahead of schedule. As a reminder, the
contract amendment relates to a new program where the scope of services increased once the program was launched, and it also reimburses the Company for services performed
in prior quarters.

For the third quarter, health services revenue grew 20% to $170.4 million compared to the same period last year. Excluding revenue from the change order, third quarter revenue
from the health segment still grew 13%, benefiting from strong organic growth in the core business and two months of revenue from PSI. Health services operating income
totaled $25.7 million for the third quarter and resulted in segment operating margin of 15.1%.

Turning to human services, third quarter revenue for the segment totaled $96 million, which was comparable to the same period last year and grew 2% on a constant currency
basis. Segment operating income for the third quarter totaled $9.2 million, delivering an operating margin of 9.6%.

As expected, the ongoing ramp up on the UK work program dampened human services revenue and income compared to the third quarter of last year. But the contract remains on
track to achieve breakeven during the fourth quarter. The segment also benefited from contributions from PSI which were offset by lower year-over-year results from our
Australian operations.

In Australia, we completed work on a couple of short term government initiatives such as green jobs program. We also experienced lower volumes of job seekers relative to last
year and were impacted by unfavorable currency headwinds.

During the last conference call, we refined our financial estimates for the UK work program for fiscal 2013. We continue to track towards those targets, and our longer-term
outlook remains unchanged. Operationally in the UK, we are still experiencing case load volumes and placements that are slightly ahead of our original plan, but outcomes
remain slightly behind our expectations.

Over the last couple of quarters, we've had several questions from the investment community about work program vendor performance measures and possible reallocations of
work. We still expect that the government will issue performance metrics in early autumn, and we are confident that we will be in the upper quartile of performance. Further, we
don't expect to see any reallocation of work until January 2013. Our willingness to take on additional work will depend upon the terms and conditions and the regions that are up
for reallocation. Overall, we remain optimistic on the longer term outlook of the work program, and we believe it will be a solid contributor to financials over the life of the
contract.

Moving onto cash flow and balance sheet items, third quarter net income of $20.5 million contributed to another quarter of solid cash flows. Day sales outstanding totaled 58
days in the quarter.

For the third quarter, cash provided by operating activities from continuing operations totaled $16 million with free cash flow of $9.7 million. During the quarter, we used cash of
$66 million to complete the acquisition of PSI. Even with this large cash outflow, our balance sheet remains healthy with a solid cash position. At June 30, we had approximately
$168.9 million in cash and cash equivalents, of which approximately 31% was held domestically.

Looking ahead, we will continue to employ the same fundamental principles of cash deployment which include investing in business development and growth prospects across all
our markets, including both organic opportunities and strategic acquisitions. And we are actively looking for targets that meet our criteria, continuing our quarterly cash dividend
strategy and finally, executing our share buybacks on an opportunistic basis. But most importantly, the team remains committed to growing the business, getting a reasonable
return on investments and delivering long-term shareholder value.
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Before I hand the call over to Rich, I'll wrap up with updated guidance. We are reiterating our fiscal 2012 revenue guidance, and we still expect full year revenue to range
between $1.03 billion and $1.06 billion. On the bottom line, we are increasing our earnings estimates for fiscal 2012. We now expect adjusted diluted earnings per share for the
full year to range between $2.25 and $2.35, excluding nonrecurring acquisition related charges.

As we stated on our last earnings call, we continue to expect approximately $4 million in acquisition related expense, which we have excluded from our adjusted diluted earnings
per share. And during the third quarter, we incurred $1.9 million of the estimated $4 million.

Moving onto cash flows, we are reiterating our guidance for fiscal 2012. We still expect cash provided by operating activities derived from continuing operations to be in the
range of $100 million to $120 million, and we still expect free cash flow from continuing operations to be in the range of $75 million to $95 million.

And with that, I'll turn the call over to Rich.

 
Rich Montoni - MAXIMUS Inc - CEO
 
Thanks, David, and good morning, everyone. With another solid quarter of financial results behind us, we were able to raise our earnings outlook for the year and affirm the
growth platform for fiscal 2013. Today I'll focus my comments on some notable events since our last call, including healthcare reform and new awards in both current and new
geographies. I'd like to start off with an update on our domestic operations.

On the health services side, the Supreme Court's decision early this summer reaffirmed that healthcare reform remains a great opportunity for MAXIMUS. The court's decision
clarified that states must proceed with some form of health insurance exchange, but Medicaid expansion is now optional. Let's start with the state Hicks procurement
environment. Most of the procurements to date have been heavily weighted towards technology only bids.

We recently announced our first health insurance exchange award, a $41 million contract to design, develop and implement the technical solution for Minnesota's exchange. The
Minnesota RFP was the first in the marketplace with a strong focus on the consumer facing components of the exchange. As we have said early on, our focus for exchanges is
primarily in operations in business process management.

As the prime contractor, MAXIMUS will lead a team of specialized technology firms. With our direct experience in process model development and delivery execution, our role
in Minnesota is a natural extension of our core competencies. We can draw on our deep experience of implementing business process model improvements in delivering
efficiencies in eligibility enrollment for large public health insurance programs.

As we begin our work on the Minnesota exchange, we continue to remain well positioned for the downstream future operations of the exchanges. We believe there are only a
handful of BPO vendors who are logical players in the health insurance exchange operations market.

As the deadline approaches for exchange operations to begin in the fall of 2013, states are evaluating their procurement approaches. We believe that some states will look to
leverage existing service center infrastructures and contractual relationships. Consequently, we think we're in a really good position to win our fair share of exchange operations
awards.

Looking down the pipeline, we believe that approximately 20 states, most of which have received substantial grants, are best positioned for state based exchange. Twelve of these
20 states recently affirmed to the Secretary of Health and Human Services their intent to create state based health insurance exchanges.

Approximately 24 states remain undecided. These states are considering whether to develop their own exchange or adopt either of the federally facilitated exchange, or FFE, or
state partnership models. Either as a long-term solution or as a temporary bridge to a fully state based exchange. The remaining six states will most likely participate in the FFE.

The federal government is in the process of building the technology for their exchange, and we expect to see additional procurements for the operations and other support
functions later this year. We believe MAXIMUS is well positioned to support the federal exchange initiatives through our federal services subsidiary. Regardless of the model or
path the states choose, it's important to note that healthcare reform is a multi-year effort and that revenue from health insurance exchanges will not reach mature levels until fiscal
2015 or 2016.
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The Supreme Court ruling also gives states additional flexibility on the timing and scope of Medicaid expansion. So, states are carefully studying the economic impacts of
Medicaid expansion.

With 100% federal funding initially decreasing to 90% in later years, states may have a hard time turning down federal dollars for services and programs that they currently fund
largely from their own budgets. States must also consider how hospitals will handle lower disproportionate hospital share, or DISH payments, for uninsured individuals without
the additional coverage from Medicaid. And there's been substantial discussion on how Medicaid expansion can benefit local economies through job creation in the health
services industry.

However, a recent GAO survey of state budget directors highlights concerns that the technology and administrative cost of Medicaid expansion would outweigh prospective
savings for states in the near-term. Some states are awaiting for the November elections, while others are requesting additional flexibility through the waiver process, such as
block grants or unrestricted lump sum payments. So, we recognize that not every state will proceed with Medicaid expansion, and those that do may implement at different points
in time.

Following the Supreme Court ruling, the congressional budget office revised their coverage expectations under healthcare reform. CBO has now stated that the direction of states
remains uncertain and now estimates that 11 million new enrollees will come in by 2022, down 35% from their original estimate of 17 million. Based on this estimated 35%
reduction, we have modified our expectations for the annual total addressable market under Medicaid expansion accordingly.

We now expect this addressable market to range between $130 million and $200 million annually. The low end of the range establishes a floor if certain states never expand
Medicaid. However, we think that the more likely scenario is that over time, many states will ultimately elect to expand their Medicaid programs over the coming years.

As a result of the Affordable Care Act's enhanced outreach in streamline eligibility rules and systems, most Medicaid programs, even those in the nonexpansion states, will likely
experience increased enrollments of currently eligible individuals. This is often referred to as the welcome mat or the woodwork effect. So, moving forward, we continue to
expect that states will seek multiple paths to drive efficiencies and contain cost, including shifting Medicaid populations into managed care.

California is one state that is taking a number of steps to increase efficiencies and manage cost. The state has a plan in motion to shift Medi-Cal/Medicaid populations from
additional counties into managed care beginning in mid 2013. The state also plans to move Medicare benefits for its dual eligibles into Medi-Cal, and we are in the early planning
stages to support the state on both of these efforts. Under the two initiatives, the state estimates savings of approximately $1.7 billion by the end of 2014.

Additionally, California's fiscal 2013 budget includes an initiative to move the children served by the Healthy Families CHIP program into Medi-Cal. The transition is currently
expected to begin no earlier than January 2013, will be done in multiple phases and is expected to last a full year. We are working closely with a managed risk medical insurance
board and the department of healthcare services on how we can best support the transition planning, design and implementation activities.

We are in active discussions with our California clients, and we believe we may likely retain several of the operational functions we perform in the CHIP program today. The
program generated just over $50 million in revenue in fiscal 2011. Since the shift from Healthy Families into Medi-Cal won't be a one to one revenue match, we know revenue
will be lower. But at this point in time, we cannot speculate on how much until we finalize the scope of work that we will likely continue to perform.

New Hampshire is another state that's moving individuals into managed care in response to the increased Medicaid expenditures and the need to improve services to
beneficiaries. MAXIMUS is one of small but strategic contracts with the state to operate a temporary call center, to assist Medicaid participants with the self selection and
enrollment in the managed care plans. We are pleased to develop relationships and serve the Medicaid population in a new state.

Turning now to our federal operations, we are very much on track with our expansion strategy. As we mentioned previously, we are enhancing our current offerings and looking
at new agencies in adjacent markets where we can apply our core competencies. In contrast to the defense contracting market, we see promising new emerging opportunities in
the health and human services space.

Our sales pipeline for longer-term federal opportunities has grown significantly over the last 18 months. And we have successfully added seven new government wide acquisition
contracts, or what's referred to as GWACs, to our available contracting vehicles. And we recently won a CMS duals program assessment contract which is small, but strategic
and in our swim lane. The progress of our federal services team is sewing the seeds for growth for fiscal 2013 and beyond.

Finally, wrapping up our domestic update with human services, the integration of PSI is moving forward as planned. The additional resources we've picked up, including top
flight proposal and solution teams, are a tremendous asset to our business development efforts. Let me share a couple of examples.
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MAXIMUS recently started work on a new child support services project in Missouri under a three year $5.7 million contract, which also carries an additional three option years
thereafter. We have also expanded our geographic presence with a one year $2 million work force services contract in South Carolina for the Jobs Upfront Mean More Pay, or
JUMMP program. This program has four additional one year option periods following the base contract.

Moving now to our international operations. I just returned from a visit to UK where I had the pleasure of meeting with the team. I am pleased that overall the program
operations remain on track and as David noted, we still expect the contract to breakeven during the fourth quarter, setting us on the right path for fiscal 2013. As you know, the
economy continues to be a challenge for the UK and the work program has received both positive and negative media attention. However, the government and MAXIMUS both
remain committed to the success of this important welfare reform initiative.

We also have good news out of Australia to share this morning. We were recently awarded a contract with a new client, the Department of Immigration and Citizenship. The 20
month contract has an estimated value between $15 million and $20 million, depending on the specific client volumes and has a 12 month extension option. This new work
should more than offset a couple of short term initiatives that were completed earlier this year.

Under this new award, MAXIMUS will provide client support in independent observer services for the young, unaccompanied asylum-seekers and refugees arriving in Australia.
MAXIMUS is excited to be delivering these very important support services for Department of Immigration and Citizenship to clients originating from countries around the
world.

And finally, we have a very exciting development in the expansion of our global operations. MAXIMUS has been selected to operate a pilot program to provide assistance to job
seekers in Saudi Arabia. The contract was signed in June, and operations went live last week. The program is expected to provide 15 months of revenue in the range of $12
million to $15 million.

MAXIMUS is serving job seekers through five sites, providing case management support and addressing barriers to employment. Each site has a business development officer to
develop and maintain relationships with employers and local industries. As we have mentioned before, governments around the world face similar challenges with social issues,
and we are pleased to expand our core service offerings to a promising new geography.

Moving onto new awards in the sales pipeline, at August 3, fiscal year-to-date signed contracts wins totaled $1.2 billion and new contracts pending of those that are awarded but
unsigned totaled $185.8 million. Our pipeline of total sales opportunities is at record levels of $3.4 billion at August 3. Most notably, of the $3.4 billion in total pipeline, we have
submitted proposals totaling $1.7 billion of contract value that we are awaiting decision on. The overall sales pipeline represents many growth opportunities across both segments
and all geographies.

As a reminder, investors should expect routine fluctuations between the pipeline and new sales categories. These shifts are driven by the different stages in the procurement
process, as well as the timing of when contracts are awarded and ultimately signed.

In closing, I am pleased with our progress and our short-term goals to grow the business. Domestically, the integration of PSI continues to go well. We signed our first health
insurance exchange contract, and we are on our way to winning our fair share of healthcare reform work. And we are making very substantial progress gaining more traction in
our federal operations.

Internationally, we continue to expand the global footprint of our work force services operations with a new pilot program in Saudi Arabia and a new population in Australia.
And our UK contract remains on track to achieve breakeven status before the end of the fiscal year. With increased EPS guidance for the remainder of fiscal 2012, fiscal year
2013 is shaping up to be a great year as a result of the full year's contribution from PSI, a profitable contract in the UK and the many domestic and global opportunities on the
horizon.

With that, let's open it up for questions. Operator?
 
 QUESTION AND ANSWER
 
 

Operator
 
(Operator Instructions) One moment while we poll for questions. Our first question comes from the line of Charlie Strauzer with CJS Securities. Please proceed with your
question.

Charlie Strauzer - CJS Securities - Analyst
 
 
THOMSON REUTERS STREETEVENTS |  www.streetevents.com  |  Contact Us  

 
 

© 2012 Thomson Reuters. All rights reserved. Republication or redistribution of Thomson Reuters content, including by
framing or similar means, is prohibited without the prior written consent of Thomson Reuters. 'Thomson Reuters' and the
Thomson Reuters logo are registered trademarks of Thomson Reuters and its affiliated companies.
 
 

6



 

AUGUST 07, 2012 / 01:00PM  GMT, MMS - Q3 2012 MAXIMUS, Inc. Earnings Conference Call
 
Hi, good morning.

Rich Montoni - MAXIMUS Inc - CEO
 
Good morning, Charlie, how are you?

Charlie Strauzer - CJS Securities - Analyst
 
Good, thanks, Rich. Can you expand a little bit more on this growing pipeline of opportunities? It's a pretty big number, and obviously, you said it's pretty broad based across the
board. Are there any particularly large single opportunities that have been released from an RFP standpoint currently? And also, if you look at it from opportunities in the new
Obamacare related field, are there any in there as well?

Rich Montoni - MAXIMUS Inc - CEO
 
Glad do that, Charlie. I think you are right, we are very pleased with the sequential increase in our, what we call total pipeline opportunities. It increased to approximately $3.4
billion at the end of the third quarter 2012. But when you look at the growth, the sequential increase, one, it's been in RFP's tracking. The other category is in proposals pending.
And I'll speak a little bit more to the proposals pending, because that's a little closer in terms of reality. The RFP's tracking, as you know, tend to be longer-term in nature. So, just
talk a little bit about what's happening to that increase in terms in proposals pending to the $1.7 billion number. When we look at the $1.7 billion, we are pleased to see that by far
the lion's share of it relates to new work as opposed to rebids. In fact, of the $1.7 billion, about $400 million relates to rebids. That leaves $1.3 billion that's related to new work.
And when we look at that, it's interesting to note about $335 million is international and the remaining approximate $1 billion is domestic. And of the domestic component, a
good portion of it is related or sparked by ACA, but less than half of it is sparked by ACA. So, I am really pleased to see that the growth is not only across segments. The
opportunities is not only across the segments and across geographies, it's really across the entire business., and that's quite pleasing.

Charlie Strauzer - CJS Securities - Analyst
 
Great. Thank you very much.

Rich Montoni - MAXIMUS Inc - CEO
 
You bet. Next question please.

Operator
 
Our next question comes from the line of Brian Gesuale of Raymond James. Please proceed with your question. Brian, you are now on the line.

Brian Gesuale - Raymond James - Analyst
 
I'm sorry, pipeline looks terrific. Nice job on the quarter. Wondering if you can give us a little bit of insight on how the UK losses have been progressing over the last couple of
quarters in that path towards breakeven next quarter?

Rich Montoni - MAXIMUS Inc - CEO
 
Glad to do that, Brian. And thanks for the comment on pipeline and thanks for the comment on the quarter. On the UK, while we don't disclose precise revenue and loss by
quarter information, it's pretty much tracking to where we expected. Which, it delivered a loss in the June quarter and when we tracked the underlining metrics, Brian, in terms of
fast forwarding the impacts of the attachments and the placements and the outcomes, we're landing pretty much where we expected to be on our revised guidance. I think last
quarter we provided some revised guidance on the UK program based upon where the metrics have been tracking. So, pretty much on board. It delivered a loss this quarter, and
we are planning and pushing forward to get it towards breakeven during this fourth quarter. And obviously the plan is to set the stage for growth and profitable fiscal '13 on that
project.
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Brian Gesuale - Raymond James - Analyst
 
Okay. Great. Thanks very much.

Rich Montoni - MAXIMUS Inc - CEO
 
Next question, please.

Operator
 
Our next question comes from the line of Brian Kinstlinger with Sidoti & Company.

Brian Kinstlinger - Sidoti & Company - Analyst
 
The question I had was, you lay out 20 states that are positioned for exchanges and then I think 24 or 30 that are positioned for FFE. I am wondering, first of all, of those 20
states, how many are states in which MAXIMUS handles enrollments for Medicaid? And then of the 24 to 30, if you can just explain how that's going to be run. Are each of the
24 to 30 going to be operated under the federal system, or will there be one program run by an operator for that entire process?

Rich Montoni - MAXIMUS Inc - CEO
 
Brian, first of all, it is a two part question, so of break it apart I'm going to ask Bruce to respond to the two questions. You are asking, of the roughly 20 that we think will have
their own exchange how many are MAXIMUS clients?

Brian Kinstlinger - Sidoti & Company - Analyst
 
Clients of Medicaid, right.

Rich Montoni - MAXIMUS Inc - CEO
 
Correct. And then of the 24 to 30 that will go the federal route, how will all of that work? What will they do? How will they proceed? The later part is a very in depth question, as
you can imagine. You have got lots of federal resources that are trying to answer that question. But I'm going to ask Bruce Caswell to take a crack at it.

Bruce Caswell - MAXIMUS Inc - President, Health Services
 
Sure, I would be happy to. I think Brian, one way to also look at the states is, as we mentioned, a subset of those 20 include 12 that have affirmatively declared to Secretary
Sebelius their intent to run a state based exchange and of those 12, 6 are existing MAXIMUS clients. In terms of our Medicaid managed care enrollment broker services and/or
the services we provide to streamlined eligibility and enrollment process for Medicaid and CHIP programs. So, 50% of that subset. And then within the broader 20, I'd say the
ratio relatively holds. So, you'd find, I am going to say 40% to 50% of that group being existing MAXIMUS clients.

Turning to the second question of how the federal model will proceed, we believe it's likely that the federal government as it has in the past will look to work a combination of
leveraging existing procurement vehicles that they have in place that maybe have had head room in them or the ability to expand to accommodate the additional services needed
to support the exchange and secondly, a combination of new procurements. It's likely that the work will be segmented in such a matter as it is performed at the state level where
you could see call center services being separated from the eligibility and enrollment, if you will, back office administrative services. So, we are ensuring that we are well
positioned for either path and to support the multiple procurement strategy that we think is the likely outcome.
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Brian Kinstlinger - Sidoti & Company - Analyst
 
Great. Thanks, Bruce.

Bruce Caswell - MAXIMUS Inc - President, Health Services
 
Next question.

Operator
 
Our next question comes from the line of Scott Green with Bank of America Merrill Lynch.

Scott Green - BofA Merrill Lynch - Analyst
 
Hi, thanks for the question. Could you elaborate on the Saudi Arabia market? So, any initial indication of how the government might evaluate results? Is this a fee for service or
results oriented pilot? And then, how many other vendors are participating?

Rich Montoni - MAXIMUS Inc - CEO
 
Good morning, Scott. Great question. As you can appreciate, we are very excited about the Saudi Arabian opportunity, and I'll share with you some of the details. I think the
number 1, I think, theme here is that obviously, this is a country that's sophisticated, that has, and we have said all along, that there are many countries on this globe that have
similar social issues. They very much are moving forward to improve the employment situation of Saudi nationals. You can go research and see that they have a very
sophisticated program to achieve just that. MAXIMUS, I believe, is the third vendor to help in this particular situation, and it's a pilot program.

So, in this pilot, we will have five sites in total. To date we have launched -- I think last week we launched three sites in three separate cities. We have two sites that remain in
separate cities. We plan that they will go live next week. We have had a core group of our individuals who have been on the ground for the last six months working with the
government to understand the goals of the government and what they hope to achieve in defining the structure of the pilot program. And once we were awarded the work we
deployed certain experts from Australian operations and US operations, really to get the program started, to help with the build out of the infrastructure, recruiting staff, training
staff. We have done and plan do a majority of the work by hiring locally. And we plan that this pilot will run about 15 months, and there are some performance objectives
associated with it.

I would tell you the structure, the pay points, some are fixed in nature, some are variable in nature tied to outcomes. But I also want to emphasize, and this is very important, it
being a pilot, that it not be a back end loaded contract structure similar to the UK. That's not structured nearly in that fashion. So, we're excited about it. We'll see how it develops
over the longer-term. Our belief is if the results of the pilot are satisfactory that the government has intent to move the program across the entire nation. So, we're very excited
about this opportunity, albeit an early pilot program.

Scott Green - BofA Merrill Lynch - Analyst
 
All right. Great. That's very helpful. Is there any preliminary indication for what a potential expansion could look like in terms of adjustable market, or it's still too early?

Rich Montoni - MAXIMUS Inc - CEO
 
It's really still too early to put anything out there. It would be sizeable. But again, it depends upon a successful pilot. We have go through that process first.

Scott Green - BofA Merrill Lynch - Analyst
 
Okay, great. Thank you.

 
 
THOMSON REUTERS STREETEVENTS |  www.streetevents.com  |  Contact Us  

 
 

© 2012 Thomson Reuters. All rights reserved. Republication or redistribution of Thomson Reuters content, including by
framing or similar means, is prohibited without the prior written consent of Thomson Reuters. 'Thomson Reuters' and the
Thomson Reuters logo are registered trademarks of Thomson Reuters and its affiliated companies.
 
 

9



 
 
AUGUST 07, 2012 / 01:00PM  GMT, MMS - Q3 2012 MAXIMUS, Inc. Earnings Conference Call
 
Rich Montoni - MAXIMUS Inc - CEO
 
Okay, Scott, thank you. Next question, please.

Operator

Our next question comes from the line of Frank Sparacino with First Analysis. Please proceed with your question.

Frank Sparacino - First Analysis - Analyst
 
Hi guys, hi Rich, maybe a question on the UK. It seems like the front end of the process seems to be working well in terms of case load volume. I am just curious on sort of the
back end, what some of the issues are and then just any thoughts around the economy there, unemployment rates, et cetera, as you look out over the next 6 to 12 months.

Rich Montoni - MAXIMUS Inc - CEO
 
I think the way we look at it, Frank, is that when you study the structure of the program, it's very much a program where future results are a function of prior accomplishments.
And if you follow through, I will say the journey of an unemployed individual through employment, we end up with pay points that are based upon prior accomplishments.

On the front end we have referrals from the government. We attach a certain percentage of those. And just to make the point, not all of the individuals that are referred to us by
the government show up for an interview. We will reach out to 100% of those individuals, but not all of those individuals show up. The forecasted response rate of those
individuals when we first modeled the program was in the vicinity of 95%.

As you go through and you experience reality with the program, it will vary from that particular metric and I think in this case, we're pretty close to that original metric. And the
next step in the process is that we find the individual an opportunity. We place the individual. In this case, placement is not a pay point, but it's a very, very important milestone
in the whole process because the placement is the most important occurrence before you reach an outcome. And an outcome in this case is defined to be somebody being
employed of 13 weeks in the case of hard to serve, 26 weeks in the case of other individuals. And so when we monitor these various progress points, we are fine as it relates to the
number of referrals, we are fine as it relates to the acceptance of referrals. The placements, I think, are spot-on, the challenge is getting individuals to 13 and 26 weeks.

We believe the main -- and that's not where we initially modeled it to be. It's slightly behind, but that's basically what is assumed in our revised guidance that it's out out there. I
think the number one thing is that the economy is a bit softer than we initially modeled, and there is a slight correlation -- there is a correlation between our ability to find
somebody a job and keep them in that job and the economy. So, I think the number one driver in all of this has been a softer UK economy. That being said, again, we factored all
of this into our current guidance that's out there, and we continue to monitor it very, very closely and we continue to work with our government client to see what can be done to
improve those performance metrics and exceed our original expectations in our current guidance. Does that help, Frank?

Frank Sparacino - First Analysis - Analyst
 
It does. Thank you very much, Rich.

Rich Montoni - MAXIMUS Inc - CEO
 
Okay. Next question, please, operator.

Operator
 
(Operator Instructions) Our next question comes from the line of Charlie Strauzer with CJS Securities. Please proceed with your question.
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Charlie Strauzer - CJS Securities - Analyst
 
Just a follow up, if you could. If you could perhaps give us a sense of what organic growth was for each of the segments in the quarter and also, how should we think about the
margins going into Q4 by segment? Obviously, you had the benefit from the change order, so how should we think of a more normalized margin? Thanks.

Rich Montoni - MAXIMUS Inc - CEO
 
Hi, Charlie, I'm going to recap your question and I am going to ask Dave Walker to pick them up. But I think you have got a two part question. One is, what are we seeing for
organic growth from a segment perspective, and what do we think is going to happen in Q4 from a margin perspective? Walker.

David Walker - MAXIMUS Inc - CFO
 
Sure. Hey, Charlie. The organic growth in health was 13.9%. The human services actually declined 15%, but that's not a surprise because of the UK year over year, so that was
expected with an overall organic growth rate of about. 2% And we were certainly suffering from currency headwinds in the quarter. It was a strong quarter last year. I think we
lost about $3.2 million roughly in currency year over year, mainly driven by Australia.

Rich Montoni - MAXIMUS Inc - CEO
 
And margins for the fourth quarter.

Lisa Miles - MAXIMUS Inc - VP of IR
 
By segment.

David Walker - MAXIMUS Inc - CFO
 
Oh, I think it's consistent with our expectations.

Rich Montoni - MAXIMUS Inc - CEO
 
I think Charlie, overall from a consolidated perspective, we're expecting that we're going to end up in a 12% to 13% range in the fourth quarter. And I actually think it's going to
be biased a bit towards human services, which I think will have a stronger operating margin.

Charlie Strauzer - CJS Securities - Analyst
 
Got it. Great. And what would drive that in Q4 versus (inaudible)?

Rich Montoni - MAXIMUS Inc - CEO
 
Seasonality becomes a big factor.

Charlie Strauzer - CJS Securities - Analyst
 
Got it. Okay, great. Thank you very much.

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

Brian Kinstlinger - Sidoti & Company - Analyst
 
Great, thanks. I want to dig into the proposals outstanding a little bit more. I think that was the most important number that came out. And so on the $335 million roughly of
international work, I'm interested to hear how much of that is welfare to work and maybe some of the large deals we talked about at the analyst day about a -- probably about a
year ago now or more and if any of those have materialized into RFPs. And then on $1 billion of ACA -- sorry, $1 billion of which just a little bit under half was ACA, are you
looking ot bid more on the development side, the IT side or? I know it's not your main focus. Are there going to be a handful of more proposals still for you, even though it's not
you main focus? Maybe give us a sense of that. Thanks.

Rich Montoni - MAXIMUS Inc - CEO
 
Okay. Good question. The two questions to frame them are of the $335 million approximate of the $1.3 billion in new work, and we are talking about proposal submitted. Right
Brian?

Brian Kinstlinger - Sidoti & Company - Analyst
 
Yes.

Rich Montoni - MAXIMUS Inc - CEO
 
Of that $335 million that we highlighted as international, about half of it is welfare to work. And again, the opportunities are US domestic, Canada and opportunities in Australia.
So, I think it's spread across the geographic board. I don't recall particular -- the particular items we presented last June, but I think some of them certainly are new. And I think
they're in line with a trend that we laid out at that particular point in time where these countries just have the same compelling reason to move forward.

I think that's the key take away, is that we are actually seeing these governments take a hard look at the existing programs with a compelling need to reengineer them, and they're
leading towards firms like MAXIMUS to partner with. I think that's the overall take away internationally and in part, domestic. Your second question was of $1 billion domestic,
and I said less than half is ACA sparked, but do we want to do more development work? The answer is not really. Our principle interest is in the business process services side.
We've moved forward with this one opportunity feeling quite comfortable with our partners and our capability and also the fact that it was one of the first out there. So, we really
wanted to be a player early on, Brian.

Brian Kinstlinger - Sidoti & Company - Analyst
 
If I can sneak a second on the international, just to be clear, on the analyst day you mentioned five countries in Europe. I won't name them specifically, so competitors don't have
to hear that. But you mentioned five countries that are thinking about programs, you are working with, you are in discussions with. Europe, I think is the main focus, not Canada.
I am thinking about Australia for welfare to work. Are there any pilots getting close to beginning where it could lead to something large? Like a Saudi Arabia, but more in
Europe.

Rich Montoni - MAXIMUS Inc - CEO

Yes, I think -- I don't think it's concentrated in Europe. We continue to watch opportunities in Europe. And it's interesting when what we are experiencing as it relates to new
countries stepping up and becoming an opportunity, it can flex from quarter to quarter. You may have a particular country that is very, very interested in moving forward, and
then they hit a brick wall as it relates to their funding or their politics or whatever reasons might be and then you will have another country that will suddenly -- which we graded
as perhaps a tier 2 opportunity become a tier 1 opportunity. I would say even within the European union, we do see a lot of flux quarter to quarter in terms of who is likely to
move forward. I think that the five countries that were previously mentioned, we still see a level of interest. But I would say that the Saudi opportunity was not one that was high
on our list at that point in time and moved forward quite quickly.

Brian Kinstlinger - Sidoti & Company - Analyst
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All right. Okay, thank you.

Rich Montoni - MAXIMUS Inc - CEO
 
You bet, thanks. Next question, please.

Operator
Our next question comes from the line of Frank Sparacino with First Analyst. Please proceed with your question.

Frank Sparacino - First Analysis - Analyst
Hi guys, just wanted to follow up on the GWACs, which I am not too familiar with. But just curious as to the type of contracts that you are getting involved with there.

Rich Montoni - MAXIMUS Inc - CEO
 
Hi Frank, good morning. Bruce, can you respond to that? Bruce Caswell, our federal operations reports up to Bruce, so he's been very, very active and involved in this area.

Bruce Caswell - MAXIMUS Inc - President, Health Services
Absolutely, sure, Frank, good morning. I think that it's fair to characterize these as broad contracts platforms that provide the ability to get our services into the government
through a number of means, whether it's the traditional full solutions that we provide in the areas of contact centers and document management and program integrity and appeals
and so forth. Or on a more, call it staff aug basis where we are providing specific labor categories and labor elements to the government either as a prime contractor or
subcontractor.

The GWACs thta we have been awarded include position as a prime contractor on broad governemnt procurment vehicles as well as a sub to other companies on vehicles that are
agency specific but have the ability for other agencies to pull through procurement. So, it's really -- it's a great opportunity for us to I think execute on our strategy, which has
been to broaden our reach into selected federal agencies and pull through the full capabilities of the Company. These vehicles are really a preconditioned or a platform element of
that strategy.

Rich Montoni - MAXIMUS Inc - CEO
Exactly right. I would emphasize that in the federal space that these vehicles, or GWACs, are akin to a hunting license. It really is necessary, if you are really going to participate
in federal work, that you pursue the right vehicles. And as you can appreciate, we are very much focused on civil health and human services related spaces. So, we're really
pleased to have picked up these new vehicles. It's very, very important to our concentration. And the other point I would mention is that we still see very meaningful growth
opportunities for MAXIMUS, unlike what's happening in other government space and most notably intelligence and defense, which I think are more of a contracting mode. Next
question, please.

Operator
 
Our next question comes from Brian Kinstlinger with Sidoti & Company.

Brian Kinstlinger - Sidoti & Company - Analyst
 
That was quick. Okay, so I'm going to ask two quick ones and I'll be through. The first one is California. You mentioned you can't -- and I understand it's difficult to understand
by folding in Healthy Families into Medi-Cal, what that would cost you in terms of revenue. I saw an article that suggested California wants to save $13 million, which isn't is
huge number on that, but that's what they want to save. Would I think all of that is MAXIMUS, or there is other support services that go into that?
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And then my second question that's completely unrelated, the $2 million of cost you expect related to the acquisition in the fourth quarter, is that severance? Or what are the other
charges that we would see for an additional quarter?

Rich Montoni - MAXIMUS Inc - CEO
 
Let's take the last one first. Dave Walker, I think, can you respond to that? The $2 million in costs?

David Walker - MAXIMUS Inc - CFO
Sure. There is a big chunk that is severance, that's right. There are termination fees of their payroll vendor, things like that that are in there. I think there is some branding
marketing cost.

Brian Kinstlinger - Sidoti & Company - Analyst
 
Okay.

Rich Montoni - MAXIMUS Inc - CEO
 
The second question was the $13 million that you read about, California's targeted savings on this California Healthy Families program. Bruce?

Bruce Caswell - MAXIMUS Inc - President, Health Services

Sure. The majority of the savings that are forecasted are really in provider reimbursements because the physicians are paid at a lower rate by the plans under Medi-Cal than they
are under Healthy Families. That's the key driver to the savings number.

Brian Kinstlinger - Sidoti & Company - Analyst
 
That's great insight. Thank you.

Rich Montoni - MAXIMUS Inc - CEO
 
Next question, please.

Operator
 
There are no further questions at this time. I would like now to end the Q&A, and this concludes today's teleconference. You may disconnect your lines at this time, and thank
you for your participation.
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Fiscal 2012 Third Quarter EarningsDavid N. WalkerChief Financial Officer and TreasurerAugust 7, 2012A number of statements being made today will be forward-looking in nature.Such statements are only predictions and actual events or results maydiffer materially as a result of risks we face, including those discussed inour SEC filings. We encourage you to review the summary of these risks inExhibit 99.1 to our most recent Form 10-K filed with the SEC. TheCompany does not assume any obligation to revise or update theseforward-looking statements to reflect subsequent events or circumstances.

 
 

 



 
 

Selected Financial Results from Continuing Operations• Q3 revenue grew 12% compared tolast year, driven by Health Servicesand contributions from the PSIacquisition• Quarterly results included a changeorder that contributed $10.2 M inrevenue and $0.10 of diluted EPS• Q3 operating income, excludinglegal and acquisition expenses, was$34.8 M and operating margins were13.1%• Q3 tax rate was 41%, slightly higherthan forecasted due to a larger mix ofprofits from higher tax ratejurisdictions tempering earnings byapprox. $0.03• Q3 GAAP income from continuingoperations, net of taxes, totaled$20.5 M, or $0.59 per diluted share• Adjusted diluted EPS from continuingoperations, excluding legal andacquisition-related expenses, were$0.62($ in millions, except per share data)*Excludes legal settlement expense, acquisition expense, and integration expense

 
 

 



 
 

Health Services Segment• Segment results were better-than-expected and bolstered by the acceleration of $10.2 million inrevenue related to a change order on a large health project; the change order relates to a newprogram where the scope of services increased once the program launched and it also reimbursesthe Company for services performed in prior quarters• Q3 revenue increased 20% to $170.4 million– Excluding the change order, revenue grew 13% from strong organic growth and two months of PSI revenue• Q2 operating income was $25.7 million and operating margin was 15.1%

 
 

 



 
 

Human Services Segment• Q3 revenue was $96.0 million, comparable to the same period last year and grew 2% on a constant currency basis; Q3operating income totaled $9.2 million, delivering operating margin of 9.6%• As expected, the ongoing ramp up on the UK Work Programme damped revenue and income compared to last year; thecontract remains on track to achieve breakeven during Q4• The Segment benefitted from PSI contributions , which were offset by lower year-over-year results from Australia; inAustralia, a couple of short term government initiatives ended and we experienced lower volumes and currency headwinds• In the UK, we are still experiencing caseload volumes and placements that are slightly ahead of our original plan, butoutcomes remain slightly behind our original plan; we remain optimistic on the longer-term outlook of the program

 
 

 



 
 

Balance Sheet and Cash Flows• Net income of $20.5 million contributed to strong cash flows• DSOs were 58 days• Cash provided by operating activities from continuing operations of $16.0 millionin the quarter, with free cash flow* of $9.7 million– In Q3, used cash of $66 million to complete the acquisition of PSI• Sound balance sheet at June 30, 2012 with cash and cash equivalents of $168.9million, of which approximately 31% was held domestically• Looking ahead, we will continue to employ the same fundamental principles ofcash deployment, which include:– Investing in business development and growth prospects across all our markets –including both organic opportunities and strategic acquisitions; we are actively looking fortargets that meet our criteria– Continuing our quarterly cash dividend strategy– Executing share buybacks on an opportunistic basis*The Company defines free cash flow as cash provided by operating activities less cash paid for property, and equipment and capitalized softwareWe remain committed to the right balance of capital deployment to drivelong-term, sustainable growth and shareholder value.

 
 

 



 
 

Updating FY 2012 Guidance• Reiterating fiscal 2012 revenue guidance and increasing earnings estimates to a range of $2.25 and $2.35,excluding non-recurring acquisition related charges• Continue to expect approximately $4 million in acquisition related expense, which we’ve excluded from ouradjusted diluted earnings per share; during the third quarter, we incurred $1.9 million of the estimated $4million• Reiterating cash flow guidance
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New Award Under First Wave of HIX Technology Bids• Health care reform remains a great opportunity for MAXIMUS; the recent decision by theU.S. Supreme Court clarified that states must proceed with some form of healthinsurance exchange (HIX), but Medicaid expansion is now optional• Most of the health insurance exchange procurements to-date have been heavilyweighted towards technology-only bids• Recently announced our first health insurance exchange award, a $41 million contract todesign, develop and implement the technical solution for Minnesota’s exchange– Minnesota RFP was the first in the marketplace, with a strong focus on the consumer-facingcomponents of the exchange– As the prime contractor, MAXIMUS will lead a team of specialized technology firms– With our direct experience in process model development and delivery execution, our role inMinnesota is a natural extension of our core competencies– We can draw on our deep experience of implementing business process model improvements,and delivering efficiencies in eligibility and enrollment for large public health insurance programsAs we’ve said very early on, our focus for exchanges is primarily in operations andbusiness process management

 
 

 



 
 

Well-Positioned for Downstream Exchange Operations• We believe there are only a handful logical BPO players in the HIX operations market; asthe fall 2013 deadline approaches for exchange operations to begin, states areevaluating procurement approaches and some states may leverage existing servicecenter infrastructures and contractual relationships• Approximately 20 states, most of which have received substantial grants, are bestpositioned for a state-based exchange• Approximately 24 states remain undecided; they are considering whether to develop theirown exchange, or adopt either the Federally Facilitated Exchange (FFE) or StatePartnership models, either as a long-term solution or a temporary bridge to a fully statebasedexchange• Remaining six states will most likely participate in the FFE– The federal government is building the technology for their exchange and we expect to seeadditional procurements for the operations and other support functions later this year– We believe MAXIMUS is well positioned to support the federal exchange initiatives through ourfederal services subsidiaryRegardless of the path states choose, health care reform is a multi-year effort andrevenue from health insurance exchanges will not reach mature levels until FY15 or FY16

 
 

 



 
 

States Study Impact of Medicaid Expansion• SCOTUS ruling gives states additional flexibility on Medicaid expansion, so states arecarefully studying the economic impacts of this expansion– With 100% federal funding initially decreasing to 90% in later years, states may have a hard timeturning down federal dollars– States must also consider how hospitals will handle lower disproportionate hospital share (DSH)payments for uninsured individuals without the additional coverage from Medicaid– There’s been substantial discussion on how Medicaid expansion can benefit local economiesthrough job creation in the health services industry• However, recent GAO survey highlights concerns that the costs of Medicaid expansionwould outweigh prospective savings for states in the near term• Some states are waiting for the November elections, while others are requestingadditional flexibility through the waiver process, such as block grants or unrestricted lumpsum paymentsNot all states will proceed with Medicaid expansion,and those that do may implement at different points in time

 
 

 



 
 

Revised Total Addressable Medicaid Expansion Market• The Congressional Budget Office revised their coverage expectations noting that thedirection of states remains uncertain; CBO now estimates that 11 million new enrolleeswill come in by 2022, down 35% from their original estimate of 17 million• MAXIMUS has modified our expectations for the annual total addressable market underMedicaid expansion accordingly; we now expect this addressable market to rangebetween $130 million and $200 million annually– Low end of the range establishes a floor if certain states never expand Medicaid– We think the more likely scenario is that many states will ultimately elect to expand theirMedicaid programs over time• As a result of the Affordable Care Act’s enhanced outreach and streamlined eligibilityrules and systems, most Medicaid programs, even those in the non-expansion states,will likely experience increased enrollments of currently eligible individuals– Often referred to as the “welcome mat” or “woodwork” effectWe continue to expect that states will seek multiple paths to drive efficiencies and containcosts, including shifting Medicaid populations into managed care

 
 

 



 
 

State Efforts to Increase Efficiencies & Manage Costs• California is expanding Medicaid managed care by shifting additional counties intomanaged care beginning in mid-2013 and also planning to move Medicare benefits for itsdual eligibles into Medi-Cal– We are in the early planning stages to support the state on both efforts– Under the two initiatives, the state estimates savings of approx. $1.7 billion by the end of 2014• California’s FY13 budget includes an initiative to move the children served by the HealthyFamilies CHIP program into Medi-Cal– Transition currently expected to begin no earlier than January 2013, will be done in multiplephases, and is expected to last a full year ― we believe we may likely retain several of theoperational functions we perform in the CHIP program today– The program generated just over $50 million in revenue in FY11; since the shift from HealthyFamilies to Medi-Cal won’t be a one-to-one revenue match, we know revenue will be lower; atthis point in time, we cannot speculate by how much until we finalize the scope of work that wemay continue to perform• New Hampshire is also moving individuals into managed care in response to increasedMedicaid expenditures and the need to improve services for beneficiaries– MAXIMUS has won a small, but strategic, contract with the state to operate a temporary callcenter to assist Medicaid participants with the self-selection and enrollment into managed careplans

 
 

 



 
 

Other Initiatives• We remain very much on track with our federal expansion strategy, enhancing ourcurrent offerings and looking at new agencies and adjacent markets where we can applyour core competencies– See promising new emerging opportunities in the health and human services space– Sales pipeline for longer-term federal opportunities grown significantly over the last 18 months– Successfully added seven new Government Wide Acquisition Contract (GWAC) vehicles– Recently won a small, but strategic CMS duals program assessment contract• The integration of PSI is moving forward as planned and the additional resources we’vepicked up are a tremendous asset to our human services business development efforts– Recently started work on a new child support services project in Missouri under a three-year,$5.7 million contract, which also carries an additional three option years thereafter– Also expanded our geographic presence with a one-year, $2 million workforce services contractin South Carolina for the Jobs Upfront Mean More Pay (JUMMP) program; this program has fouradditional one-year option periods following the base contract

 
 

 



 
 

Global Operations Continue to Grow• In the United Kingdom, Work Programme operations remain on track and we still expect thecontract to break even during the fourth quarter– The economy continues to be a challenge for the UK and the Work Programme has received bothpositive and negative media attention– However, the government and MAXIMUS both remain committed to the success of this importantwelfare reform initiative• In Australia, we were recently awarded a contract with a new client, the Department ofImmigration and Citizenship– The 20-month contract has an estimated value between $15 million and $20 million, depending onspecific client volumes, and has a 12-month extension option; this new work more than offsets a coupleof short-term initiatives that were completed earlier in the year– MAXIMUS will provide client support and independent observer services for young unaccompaniedasylum seekers and refugees arriving in Australia• MAXIMUS has been selected for a workforce services pilot program in Saudi Arabia– Contract was signed in June, operations went live last week, and the program is expected to provide 15months of revenue in the range of $12 million to $15 million– MAXIMUS is serving job seekers through five sites, providing case management support andaddressing barriers to employment; each site has a business development officer to develop andmaintain relationships with employers and local industriesGovernments around the world face similar challenges with social issues, and we arepleased to expand our core service offerings to new programs and geographies

 
 

 



 
 

New Awards and Sales PipelineSales pipeline is at a record level of $3.4 billion; most notably, of this $3.4billion, we are awaiting decisions on submitted proposals that have a totalcontract value of $1.7 billion

 
 

 



 
 

Conclusion• Pleased with our progress on our short-termgoals to grow the business:Integration of PSI going wellSigned our first HIX contractGaining more traction in our federal operationsContinue to expand the global footprint with anew pilot program in Saudi Arabia and a newpopulation in AustraliaUK contract remains on track to achievebreakeven before the end of FY12• With increased EPS guidance for theremainder of this fiscal year, FY13 shaping upto be a great year as a result of:A full year’s contribution from PSIA profitable contract in the UKThe many domestic and global opportunitieson the horizon

 


