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Item 2.02     Results of Operations and Financial Condition.

On August 8, 2013, the Company issued a press release announcing its financial results for the quarter ended June 30, 2013.  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 8, 2013, 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 8, 2013
99.2 Conference call transcript and slide presentation for Earnings Call –

August 8, 2013
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Exhibit 99.1

MAXIMUS Reports Financial Results for Third Quarter of Fiscal 2013

- Company Reiterates FY 13 and Preliminary FY 14 Guidance -
RESTON, Va.--(BUSINESS WIRE)--August 8, 2013--MAXIMUS (NYSE: MMS), a leading provider of government services worldwide, today reported financial results for its third quarter ended June
30, 2013.

Highlights for the quarter ended June 30, 2013 include:

Revenue grew 26% to $334.3 million for the third quarter of fiscal 2013 driven by organic growth.

GAAP diluted earnings per share from continuing operations increased 38% to $0.40 and adjusted diluted earnings per share from continuing operations increased 32% to $0.41.

Strong cash flows resulted in cash and cash equivalents that totaled $187.9 million at June 30, 2013.

Year-to-date signed contract awards totaled $1.3 billion at June 30, 2013 and the sales pipeline remained strong at $2.2 billion.

The Company completed a two-for-one stock split effective June 28, 2013. All common stock and per share amounts have been adjusted for the stock split.

Subsequent to quarter end, the Company announced the acquisition of Health Management Limited, establishing a UK foothold in the independent health assessment market.

Revenue for the fiscal 2013 third quarter increased 26% to $334.3 million, compared to revenue of $266.4 million reported for the same period last year, driven by new work and the expansion on existing
contracts. Financial results in the quarter reflect solid organic growth across both segments. Revenue for the third quarter of 2013 grew 26% organically compared to the prior-year period.

Fiscal 2013 third quarter income from continuing operations, net of taxes, totaled $28.0 million, or $0.40 per diluted share, and included approximately $0.01 of net legal, settlement and acquisition-related
expenses. Excluding these costs, third quarter adjusted diluted earnings per share from continuing operations increased 32% to $0.41 compared to $0.31 reported for the same period last year. The year-over-
year increase to earnings is attributable to accretive revenue growth. A reconciliation to this non-GAAP measure is included in the accompanying financial schedules.

“This morning’s financial results are right in line with our growth trajectory for the remainder of fiscal 2013 and set a solid platform for continued top- and bottom-line growth next fiscal year,” commented
Richard A. Montoni, Chief Executive Officer of MAXIMUS. “MAXIMUS continues to benefit from macro drivers and solid demand trends for our core health and human services. In the United States, we
are pleased to have established a leading position in the first wave of health insurance exchange contracts, and remain optimistic about other long-term opportunities in other areas of health care reform.
Internationally, the acquisition of Health Management has provided MAXIMUS with a strengthened position for future opportunities in the United Kingdom health market, supporting our international growth
objectives as we expand our service offerings and our geographic footprint.”



Health Services Segment

Health Services Segment revenue for the third quarter of fiscal 2013 increased 28% to $217.9 million compared to the same period last year, driven by favorable volumes in our health appeals business, organic
growth from new work and expansion on existing programs. Health Services Segment operating income for the third quarter of fiscal 2013 increased 34% to $34.4 million (15.8% operating margin) and
benefitted from accretive revenue growth in our Federal appeals and transaction based-programs. This compares to $25.7 million (15.1% operating margin) for the same period last year, which included a
$10.2 million change order that benefitted both revenue and profit.

Human Services Segment

Human Services Segment revenue for the third quarter of fiscal 2013 increased 21% to $116.4 million compared to the same period last year, driven principally by the ongoing ramp-up in the United Kingdom
as well as growth in other international operations. Human Services Segment operating income for the third quarter of 2013 increased 20% to $11.0 million (9.5% operating margin) driven by accretive growth
in operations outside the U.S. including the ongoing ramp-up in the UK, which offset lower margins in Australia. This compares to $9.2 million (9.6% operating margin) for the same period last year, which
included a net benefit of $2.1 million on a fixed price contract.

Sales and Pipeline

Year-to-date signed contract awards at June 30, 2013 totaled $1.3 billion compared to $1.2 billion reported for the same period last year. New contracts pending (awarded but unsigned) totaled $413 million.

Sales pipeline for the quarter ended June 30, 2013 was $2.2 billion (consisting of $278 million in proposals pending, $158 million in proposals in preparation, and $1.8 billion in opportunities tracking) and
includes opportunities across multiple geographies and both segments. This is lower compared to $3.4 billion in sales pipeline reported for the same period last year, due to opportunities converting into new
sales. On a sequential basis, the pipeline is consistent with the second fiscal quarter of 2013.

Balance Sheet and Cash Flows

Cash and cash equivalents at June 30, 2013 totaled $187.9 million. Subsequent to quarter end, $71.4 million was used to acquire Health Management Limited. After this transaction, approximately 60% of the
Company’s cash and cash equivalents were held overseas. For the third quarter of fiscal 2013, cash provided by operating activities from continuing operations totaled $49.7 million, with free cash flow of
$32.7 million. Days Sales Outstanding (DSO) from continuing operations were 65 days and remain within the Company’s previously stated range of 65 to 80 days.

On May 31, 2013, MAXIMUS paid a quarterly cash dividend of $0.045 per share. On July 10, 2013, the Company announced a $0.045 per share cash dividend, payable on August 30, 2013 to shareholders of
record on August 15, 2013.

MAXIMUS repurchased 329,800 shares of the Company’s common stock for $12.4 million during the third quarter of fiscal 2013. At June 30, 2013, the Company had $102.2 million available for future
repurchases under its Board-authorized share repurchase program.



Outlook

MAXIMUS is reiterating its fiscal 2013 revenue, earnings and cash flow guidance. The Company continues to expect fiscal 2013 revenue to range between $1.26 billion and $1.31 billion and diluted earnings
per share from continuing operations to range between $1.50 and $1.58. The Company continues to expect cash provided by operating activities from continuing operations to range between $115 million and
$135 million. The Company also continues to expect free cash flow from continuing operations to range between $70 million and $90 million, but more likely toward the lower end of the range.

MAXIMUS is also reiterating its preliminary fiscal year 2014 revenue and earnings guidance. The Company continues to expect fiscal year 2014 revenue will range between $1.555 billion and $1.650 billion
and diluted earnings per share is expected to range between $1.75 and $1.85. This guidance does not contemplate any future mergers and acquisition activity or any significant legal expenses or recoveries.

Mr. Montoni concluded, “MAXIMUS continues to deliver on our long-term growth strategy and we see many new emerging opportunities for our core capabilities in all of our geographies. With our fiscal
2014 preliminary guidance in place, we remain committed to generating long-term shareholder value as we continue to grow the business.”

Website Presentation, Conference Call and Webcast Information

MAXIMUS will host a conference call this morning, August 8, 2013, at 9:00 a.m. (ET). The call is open to the public and can be accessed under the Investor Relations page of the Company’s website at
http://investor.maximus.com or by calling:

877.407.8289 (Domestic)/201.689.8341 (International)

For those unable to listen to the live call, a replay will be available through August 23, 2013. Callers can access the replay by calling:

877.660.6853 (Domestic)/201.612.7415 (International)
Replay conference ID number: 418441

About MAXIMUS

MAXIMUS is a leading operator of government health and human services programs in the United States, United Kingdom, Canada, Australia and Saudi Arabia. The Company delivers business process
services 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 programs around 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 approximately 9,750 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 and organic growth.

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 flow to operating cash flow from continuing operations. We believe that free cash flow from operations is a useful basis for investors to
compare our performance across periods or across our competitors. Free cash flow 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. We believe that this measure is a useful basis for
assessing the Company’s performance excluding the effect of the costs of acquiring PSI, as well as net legal and settlement expenses.



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 or revenue growth 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
(Dollars in thousands, except per share data)

(Unaudited)
 

Three Months Nine Months
Ended June 30, Ended June 30,

2013  2012 2013  2012
Revenue $ 334,323 $ 266,353 $ 946,940 $ 749,408
Cost of revenue 239,763 187,652 678,406 546,094

Gross profit 94,560 78,701 268,534 203,314
Selling, general and administrative expenses 49,181 43,877 138,096 114,592
Acquisition-related expenses 1,174 1,877 1,500 2,110
Legal and settlement expenses/(recoveries), net (182) (352) (202) (990)

Operating income from continuing operations 44,387 33,299 129,140 87,602
Interest and other income, net 701 1,164 2,444 3,092

Income from continuing operations before income taxes 45,088 34,463 131,584 90,694
Provision for income taxes 17,052 13,987 50,051 38,349

Income from continuing operations 28,036 20,476 81,533 52,345
 

Discontinued operations, net of income taxes:
Loss from discontinued operations (3) — (597) —
Gain on disposal 67 9 169 117
Income (loss) from discontinued operations 64 9 (428) 117

 
Net income $ 28,100 $ 20,485 $ 81,105 $ 52,462

 
Basic earnings (loss) per share:

Income from continuing operations $ 0.41 $ 0.30 $ 1.20 $ 0.77
Income (loss) from discontinued operations — — (0.01) 0.01
Basic earnings per share $ 0.41 $ 0.30 $ 1.19 $ 0.78

 
Diluted earnings (loss) per share:

Income from continuing operations $ 0.40 $ 0.29 $ 1.17 $ 0.75
Income (loss) from discontinued operations — — (0.01) 0.01
Diluted earnings per share $ 0.40 $ 0.29 $ 1.16 $ 0.76

 
Dividends paid per share $ 0.045 $ 0.045 $ 0.135 $ 0.135

 
Weighted average shares outstanding:

Basic 68,162 67,946 68,168 67,615
Diluted 69,867 69,736 69,864 69,440



  
MAXIMUS, Inc.

CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)

 
June 30, September 30,

2013 2012
(unaudited)

ASSETS
Current assets:

Cash and cash equivalents $ 187,911 $ 189,312
Restricted cash 12,313 11,593
Accounts receivable — billed, net of reserves of $3,293 and $3,975 221,319 172,705
Accounts receivable — unbilled 16,329 10,539
Prepaid income taxes 3,359 3,800
Deferred income taxes 25,183 22,207
Prepaid expenses and other current assets 36,466 38,528

Total current assets 502,880 448,684
 

Property and equipment, net 63,371 58,798
Capitalized software, net 36,106 27,390
Goodwill 109,295 112,032
Intangible assets, net 21,596 25,330
Deferred contract costs, net 11,695 9,284
Deferred income taxes 1,167 1,369
Deferred compensation plan assets 9,768 9,220
Other assets, net 3,180 3,186

Total assets $ 759,058 $ 695,293
 

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:

Accounts payable and accrued liabilities $ 87,689 $ 73,128
Accrued compensation and benefits 55,052 56,105
Deferred revenue 66,009 60,026
Current portion of long-term debt 167 178
Income taxes payable 8,537 3,100
Other accrued liabilities 8,715 6,599

Total current liabilities 226,169 199,136
Deferred revenue, less current portion 7,939 19,550
Long-term debt 1,333 1,558
Acquisition-related contingent consideration, less current portion 380 406
Income taxes payable, less current portion 1,460 1,412
Deferred income taxes 16,711 10,384
Deferred compensation plan liabilities, less current portion 14,093 11,741

Total liabilities 268,085 244,187
 

Total shareholders’ equity 490,973 451,106
Total liabilities and shareholders’ equity $ 759,058 $ 695,293



  
MAXIMUS, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

(Unaudited)
 

Three Months Nine Months
Ended June 30, Ended June 30,

2013  2012 2013  2012
Cash flows from operating activities:
Net income $ 28,100 $ 20,485 $ 81,105 $ 52,462

Adjustments to reconcile net income to net cash provided by operating activities:
(Income) loss from discontinued operations (64) (9) 428 (117)
Depreciation and amortization 7,829 6,968 25,763 18,513
Deferred income taxes (3,727) 687 3,030 (4,628)
Non-cash equity based compensation 3,646 3,208 10,708 8,841

 
Change in assets and liabilities:

Accounts receivable — billed (16,761) (184) (50,072) 7,084
Accounts receivable — unbilled 2,231 281 (5,921) 218
Prepaid expenses and other current assets (1) (4,153) (2,522) (8,245)
Deferred contract costs (1,038) 210 (2,451) 1,319
Accounts payable and accrued liabilities 7,752 (15,572) 16,480 (3,274)
Accrued compensation and benefits 8,818 2,267 6,941 (4,020)
Deferred revenue (6) (130) (2,940) 11,161
Income taxes 12,550 631 5,989 9,541
Other assets and liabilities 339 1,334 2,624 (3,794)

Cash provided by operating activities – continuing ops 49,668 16,023 89,162 85,061
Cash used in operating activities – discontinued ops (33) - (587) -  
Cash provided by operating activities 49,635 16,023 88,575 85,061

 
Cash flows from investing activities:

Purchases of property and equipment (11,518) (5,308) (24,869) (11,884)
Capitalized software costs (5,412) (1,018) (13,652) (2,850)
Acquisition of PSI, net of cash acquired and final settlement - (66,000) 3,380 (66,000)
Proceeds from note receivable 113 27 285 299
Proceeds from sale of discontinued operations - - - 2,240  

Cash used in investing activities (16,817) (72,299) (34,856) (78,195)
 

Cash flows from financing activities:
Repurchases of common stock (12,411) (140) (27,814) (9,889)
Employee tax withholding on restricted stock units vesting (2,191) (1,357) (8,868) (4,445)
Tax benefit due to option exercises and RSU vesting - 965 4,680 3,475
Cash dividends paid (3,071) (3,056) (9,202) (9,117)
Stock option exercises 88 1,636 1,840 6,411
Repayment of long-term debt (43) - (130) -  

Cash used in financing activities (17,628) (1,952) (39,494) (13,565)
 

Effect of exchange rate changes on cash and cash equivalents (14,622) (2,409) (15,626) 2,649
 

Net increase/(decrease) in cash and cash equivalents 568 (60,637) (1,401) (4,050)
 

Cash and cash equivalents, beginning of period 187,343 229,537 189,312 172,950  
 

Cash and cash equivalents, end of period $ 187,911 $ 168,900 $ 187,911 $ 168,900  



  
MAXIMUS, Inc.

SEGMENT INFORMATION
(Dollars in thousands)

(Unaudited)
 

Three Months Ended June 30, Nine Months Ended June 30,

2013  % (1)  2012  % (1) 2013  % (1)  2012  % (1)

 
Revenue:

Health Services $ 217,901 100% $ 170,403 100% $ 591,847 100% $ 489,616 100%
Human Services 116,422 100% 95,950 100% 355,093 100% 259,792 100%

Total 334,323 100% 266,353 100% 946,940 100% 749,408 100%
 

Gross Profit:
Health Services 62,868 28.9% 50,787 29.8% 162,778 27.5% 127,923 26.1%
Human Services 31,692 27.2% 27,914 29.1% 105,756 29.8% 75,391 29.0%

Total 94,560 28.3% 78,701 29.5% 268,534 28.4% 203,314 27.1%
 

Selling, general, and administrative expense:
Health Services 28,507 13.1% 25,135 14.8% 78,882 13.3% 67,286 13.7%
Human Services 20,674 17.8% 18,727 19.5% 59,597 16.8% 47,291 18.2%
Corporate/Other — NM 15 NM (383) NM 15 NM

Total 49,181 14.7% 43,877 16.5% 138,096 14.6% 114,592 15.3%
 

Operating income from continuing operations:
Health Services 34,361 15.8% 25,652 15.1% 83,896 14.2% 60,637 12.4%
Human Services 11,018 9.5% 9,187 9.6% 46,159 13.0% 28,100 10.8%
Corporate/Other — NM (15) NM 383 NM (15) NM

 
Segment Operating Income 45,379 13.6% 34,824 13.1% 130,438 13.8% 88,722 11.8%
Acquisition-related expenses 1,174 NM 1,877 NM 1,500 NM 2,110 NM
Legal and settlement expenses/(recoveries), net (182) NM (352) NM (202) NM (990) NM

Total $ 44,387 13.3% $ 33,299 12.5% $ 129,140 13.6% $ 87,602 11.7%
 

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



    
MAXIMUS, Inc.

NON-GAAP MEASURES
 

MAXIMUS, Inc.
ADJUSTED DILUTED EPS FROM CONTINUING OPERATIONS

FY 2013 and FY 2012
(Unaudited)

 
 

Quarter Ended FY 2013
Dec. 31, Mar. 31, Jun. 30, Year to

2012 2013 2013 Date
Diluted EPS from continuing operations-GAAP basis $0.31 $0.45 $0.40 $1.17

 
Adjustments:

Legal, settlement and acquisition-related expenses, net – – 0.01 0.01
Adjustment for terminated contract – (0.09) – (0.09)

Subtotal pro forma adjustments – (0.09) 0.01 (0.08)
 

Adjusted diluted EPS from continuing operations $0.31 $0.36 $0.41 $1.09

  
Quarter Ended Year Ended

Dec. 31,  Mar. 31,  Jun. 30,  Sept. 30, Sept. 30,
2011 2012 2012 2012 2012

Diluted EPS from continuing operations-GAAP basis $0.26 $0.21 $0.29 $0.34 $1.09
 

Adjustments:
Legal, settlement and acquisition-related expenses, net – – 0.02 0.01 0.03
Adjustment for tax accounts – 0.03 – 0.02 0.06

Subtotal pro forma adjustments – 0.03 0.02 0.03 0.09
 

Adjusted Diluted EPS from continuing operations $0.26 $0.24 $0.31 $0.37 $1.18

  
MAXIMUS, Inc.

FREE CASH FLOW
(Dollars in thousands)

(Unaudited)
 

Three Months Nine Months
Ended June 30, Ended June 30,

2013  2012 2013  2012
Cash provided by operating activities – continuing operations $ 49,668 $ 16,023 $ 89,162 $ 85,061
Purchases of property and equipment (11,518) (5,308) (24,869) (11,884)
Capitalized software costs (5,412) (1,018) (13,652) (2,850)
Free cash flow from continuing operations $ 32,738 $ 9,697 $ 50,641 $ 70,327 

CONTACT:
MAXIMUS
Lisa Miles, 703-251-8637
lisamiles@maximus.com



Exhibit 99.2

MAXIMUS Fiscal 2013 Third Quarter Conference Call
Earnings Call Transcript

Operator:  Greetings, and welcome to the Maximus Fiscal 2013 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.

If anyone should require operator assistance during the conference, please press star, zero on your telephone keypad.

As a reminder, this conference is being recorded.

It is now my pleasure to introduce your host, Lisa Miles, Senior Vice President of Investor Relations for Maximus.

Thank you, Ms. Miles.  You may begin.

Ms. Lisa Miles:  Good morning.  Thank you for joining us on today's conference call.

I would like to point out that we've posted a presentation on our website under the investor relations page to assist you in following along with the call.

With me today is Rich Montoni, Chief Executive Officer, David Walker, Chief Financial Officer, and Bruce Caswell, President and General Manager of the Health Services Segment.

Before we begin, I'd 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 and results may differ materially as a result of risks we face, including those discussed in Exhibit 99.1 of our SEC filings.  We encourage you to review the summary of these risks in our most
recent 10-K filed with the SEC.

The company does not assume any obligation to revise or update these forward-looking statements to reflect subsequent events or circumstances.



Today's presentation may contain non-GAAP financial information.  Management uses this information in its internal analysis of results and believes that this information may be informative to
investors in gauging the quality of our financial performance, identifying trends in our results and providing meaningful period to period comparisons.

For a reconciliation of non-GAAP measures presented in this document, please see the company's most recent quarterly earnings press release.

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

Mr. David Walker:  Thanks, Lisa, and good morning.

This morning, Maximus reported another quarter of strong growth, reflecting the contributions of work coming online from new products as well as ongoing expansion on existing contracts.

For the third quarter of fiscal 2013, total company revenue increased 26 percent to $334.3 million compared to $266.4 million reported for the third quarter of last year.  As a reminder, the prior
year period included a $10.2 million change order in the health segment that bolstered revenue and operating margins.  Substantially all the revenue growth in the quarter was organic, driven by solid
momentum from both our business segments as well as a nice mix of revenue expansion from both our domestic and international operations.

Accretive revenue growth in the third quarter helped drive higher operating income and margins.  For the third quarter, total company operating income, excluding legal, settlement and
acquisition expense, increased 30 percent to $45.4 million compared to the same period last year.  This reflects an operating margin of 13.6 percent for our fiscal 2013 third quarter.



On the bottom line, earnings were in line with our expectations.  For the third quarter, income from continuing operations net of taxes totaled $28 million, or 40 cents per diluted share.  This
included 1 cent of net legal settlement and acquisition expense.

Excluding this, adjusted diluted EPS for the third quarter increased 32 percent to 41 cents per share.

Let's jump into results by segment starting with health services.  For the third quarter, health services revenue increased 28 percent to $217.9 million compared to $170.4 million for the same
period last year.  This top line increase was driven by favorable volumes in our health appeals business, organic growth for new work and the expansion of existing programs.

Operating income for the health services segment increased 34 percent to $34.4 million compared to $25.7 million reported for the same period last year.

Operating margin improved to 15.8 percent in the third quarter of fiscal '13, driven by accretive growth in our federal appeals and other transaction based programs.  This compares favorably to
15.1 percent reported in the prior year period, which benefited from the aforementioned $10.2 million change order that accounted for approximately 5 cents of earnings per share to overall earnings in Q3 last
year.

All in all, the health services segment continues to benefit from strong demand in our core service areas.

Since our last call, we've announced new health insurance exchange wins in Maryland, Hawaii and the District of Columbia.  This expands our footprint for customer contact centers to six state
exchanges and a federal exchange.  Rich will provide further operational details on our progress with these important new programs.



Let's now turn our attention to financial results for human services.  For the third fiscal quarter, revenue for the human services segment increased 21 percent to $116.4 million compared to $96
million last year.  For the third quarter, revenue increases for the human services segment were driven principally by the ongoing ramp up of the work program contract in the U.K. as well as growth from our
other international operations.

Human services operating income for the fiscal third quarter grew 20 percent and totaled $11 million with an operating margin of 9.5 percent.  This compares to operating income of $9.2 million
and a margin of 9.6 percent last year.

As a reminder, the prior year period included a $2.1 million new benefit from a fixed price contract.  Excluding this, this segment had solid year-over-year operating margin expansion, driven by
the ongoing ramp up in the U.K. and accretive growth in other operations outside the US that offset the expected lower margin in Australia.

Moving onto cash flow and balance sheet items - cash provided by operating activities from continuing operations totaled $49.7 million for the third quarter, and we generated free cash flow of
$32.7 million.  This solid cash flow generation in the quarter was driven by strong earnings and timing related to working capital items and was consistent with our expectations.

As I mentioned on our last call, we had a couple of payment slowdowns in the first half of the year.  As expected, we received some of the payments in the third quarter, and as a result, our DSOs
improved sequentially to 65 days.  We anticipate further collection progress in the fourth quarter, some of which we've already received.

During the quarter, we also used cash of approximately $12.4 million to repurchase the equivalent of 329,800 shares of Maximus common stock.  And on June 30th, 2013, we had $102.2 million
available for future repurchases under our board authorized share repurchase program.



Our cash balance was unfavorably impacted by currency exchange rates.  Because the US dollar has been particularly strong, most notably in relationship to the Australian dollar, translation
differences decreased our cash balance by approximately $14.6 million in the quarter.

Our strong cash flow more than offset this decline, and at June 30th, we had $187.9 million in cash and cash equivalents.  Approximately $142 million of this cash was held overseas.  And
subsequent to quarter close, we used international cash of approximately $71.4 million to complete the acquisition of Health Management Limited, or HML.

We're very excited about this international acquisition because it broadens our existing operation in the UK as we extend our core competencies into this important market.  We see real promise
to serve more programs and capitalize on the opportunities we see intersecting between both our health and human service offerings.  Rich will talk about this in greater detail in his prepared remarks.

We remain very focused on sensible cash deployment and using our cash to drive long term shareholder value.  Our priorities include our quarterly cash dividend, opportunistic share repurchases,
strategic acquisitions and the ongoing funding of organic growth.

And lastly, Maximus is reiterating its fiscal 2013 revenue, earnings and cash flow guidance.  The company continues to expect fiscal 2013 revenue to range between $1.26 billion and $1.31
billion and adjusted diluted earnings per share from continuing operations to range between $1.50 and $1.58.



The company continues to expect cash provided by operating activities from continuing operations to range between 115 million and $135 million.

Due to organic growth in the business and new programs ramping up, we now expect that our capital spending will exceed our prior CapEx guidance.  Despite this increase, we still expect that our
free cash flow from continuing operations will fall within our guidance range of 70 million and $90 million but more likely towards the lower end of that range.

Maximus is also reiterating its preliminary fiscal year 2014 revenue and earnings guidance, which includes the contributions from the acquisition of Health Management.

Let me provide some color on our fiscal year '14 preliminary guidance that we issued on July 1st.  Our preliminary guidance is a tops down view based upon the facts and circumstances that we
know today.  We'll complete our formal bottoms up planning process later this month, and we'll provide final guidance on our November call.

So, let me outline some of the dynamics shaping our fiscal year '14 guidance.  Let's start with the many positives.

As you know, we have a record number of programs that started this year and provided partial year contributions in fiscal year '13.  We will now receive a full year benefit from all this new work
in fiscal '14, and our forecast reflects these contributions based upon our current optics.  These programs include our independent review services for the California Workers Compensation Program as well as
the customer contact center operations for the six state based exchanges and the federal marketplace.



We also made significant headway in building up our US federal operations with several key wins in the books.

While we are seeing solid top line growth in the federal market, the contracts are often lower margin cost reimbursable work.  We also expect our appeals volumes to return to more normalized
levels as we move into next year.

We also factored some expected reductions into our guidance.  This includes non recurring HCS [sp] work in Minnesota and California.

Additionally, contracts that served as bridge programs to the Affordable Care Act such as work related to preexisting conditions provisions are now folding into state exchange operations.

We've also talked about program changes including the reduction in revenue and profit from the California Healthy Families CHIP [sp] Program, which has been rolled into the Medicaid
program.  We expect continued revenue and profit decline from this program moving into fiscal year '14.

In addition, a recent development in Illinois has put our new Medicaid eligibility verification contract at risk.  In June, an arbitrator ruled that, under the Union's collective bargaining agreement,
the state is required to use state employees to perform this work.  Right now, our model assumes that the program winds down by the end of December.

And finally, we are forecasting our fiscal year '14 tax rate to improve to 37 percent from our current year rate of approximately 38 percent.  This reflects our international mix of business and
favorable legislative changes outside the US.

So, when you add it all up, it's important to remember that we're managing a portfolio of contracts.  And while we do experience some normal course fluctuations in the portfolio, the growth
drivers more than make up for the reductions.  And we're quite pleased with the top and bottom line growth targets that we've laid out for our fiscal 2014.



At this time, the company continues to expect that fiscal year 2014 revenue will increase 21 percent to 28 percent and range between 1.555 billion and $1.650 billion.

On the bottom line, we expect earnings growth between 14 and 20 percent and that diluted EPS will range between $1.75 and $1.85.

So, overall, fiscal 2014 is shaping up to be another great year of double digit top and bottom line growth for Maximus.

And with that, I'll hand it over to Rich.

Mr. Rich Montoni:  Thanks, David, and good morning, everyone.

This quarter's financial results are right in line with our growth trajectory for the remainder of fiscal 2013 and set a solid platform for continued top and bottom line growth next fiscal
year.  We're pleased to be targeting double digit growth for fiscal 2014 as we continue to benefit from macro drivers and solid demand trends in our core markets.

Let's start off this morning with an update on our US health operations.  Here, we have exceeded our initial goal for work related to the Affordable Care Act.  With many new ACA related
contract wins under our belt, Maximus has successfully established the leading position in the state based health insurance exchange market.

Maximus will be operating the customer contact centers for six of the 16 state based exchanges, including Connecticut, the District of Columbia, Hawaii, Maryland, New York and Vermont.



As we mentioned last quarter, we are also part of the team selected for the contact center operations contract for the federal marketplace.

We estimate that all of this new work adds up to more than $150 million new annual contract value.  This exceeds the target goal that we laid out of winning 20 to 25 percent of the total
addressable market of approximately $500 million in new annual contract value.

So, we're pleased to have secured our fair share and a little bit more of health insurance exchange work.

Operations for these new contracts are ramping up nicely.  The Maryland HCS customer contact center went live last week, and our professionals are already hard at work answering general
inquiries about the Affordable Care Act and health insurance exchanges.  They're also helping consumers prepare for the open enrolment period that commences on October 1st.

We are operating two customer contact centers for the federal marketplace.  Our Brownsville, Texas location also launched operations last week, and our customer service representatives are
already taking calls.

The build out of our second site in Boise, Idaho is progressing as planned, and the team will be ready for open enrollment in October.

The build outs of our remaining exchange contracts are on track.  Hiring is progressing as expected.  And our training teams are gearing up to prepare our customer service representatives for
incoming calls.

We are pleased with the overall progress, and Maximus will be operations ready to support our government clients for the October 1st open enrollment.



Additionally, we will continue to assist our current state clients who are defaulting to the federal marketplace as they strive to meet ACA requirements, including the no long door [sp] provisions.

So, with our new exchange operations on track, we remain keenly focused on the next wave of ACA related opportunities.  Right now, we see a landscape developing where, over the next several
years, many states will likely consider additional initiatives including the expansion of Medicaid and other health provisions under ACA.

So, as we've stated all along, health care reform will be a long term, multi year growth driver for Maximus, particularly as the different health insurance marketplaces evolve over time.

Moving onto our international operations, the acquisition of Health Management in July was an important next step for introducing our core health offerings to the United Kingdom.  Health
Management is the largest independent occupational health provider in the United Kingdom.  Their services include health assessments, sickness absence referrals and management services, wellness
programs, primary care and well being services and employee assistance programs.

Health Management brings a team of recognized and highly qualified occupational health consultants to Maximus.  Health Management is a great fit for Maximus because both companies share
many of the same fundamental values.  We are both keenly focused on providing our clients with innovative solutions to address their health, social and productivity challenges.

By coupling our core independent review competencies developed in the US with an established proven partner in the UK, we've created an exceptionally strong delivery team that is well
positioned for future opportunities.  The acquisition of Health Management demonstrates our commitment to serving more clients in this important market and working with the UK government to achieve its
program goals.



As we mentioned last quarter, we see emerging opportunities that may lead to RFP activity during fiscal 2014, so we are very excited to further enhance our offerings in existing markets to create
new long term growth platforms.

Our expansion in the United Kingdom builds upon the positive reputation and solid performance by our UK Welfare to Work team remaining one of the top performing vendors under the work
program, the position that was most recently highlighted in the vendor statistics issued in late June.

Let me give you a general update on what's happening with the work program.  Since we started the contract in July 2011, referrals into the work program have been lumpy.  However, as we've
gained additional experience on the program, we've achieved confirming data points that provide us with better trend data, improved our overall visibility and allow us to refine our operational and financial
models.

As you may recall from our disclosures in fiscal 2012, we initially saw higher case load volumes.  However, since the start of the program year two in April 2012, we've experienced overall
referrals that are lower than the forecast initially laid out.  We initially thought volumes would return to more normalized levels based upon our prior experience.  But, volumes remained lower than expected,
which led to lower revenue levels.

Despite the lower revenue, we have successfully managed to remain in line with our net income expectations.  The team has done an excellent job of managing resources and labor.



This is all factored into our current 2013 guidance as well as our preliminary guidance for fiscal 2014.

There's also been interest in how future reallocations might work.  The Department for Working Pensions has two models for reallocations.  First, they can do intra region reallocations, which is
a shift of case load within the regions that we already operate.  

DWP has stated that the intra region reallocations would only shift up to 5 percent of case loads to other qualified vendors within that region.  This shift is immaterial to Maximus and would
account for less than $500,000 in new annual revenue in the regions we currently serve.

The second type of reallocation is an inter region reallocation.  In this case, a qualified high performing vendor can pick up an entirely new region if they are in the framework for that particular
region.  At this time, it's unclear what the timing on this inter region reallocation may be, but we don't believe there will be any material reallocation of work in the near term.

And I want to further reinforce what we've been saying from the beginning of this program - our interest in picking up any new regions is contingent upon the overall terms and conditions of the
contract.

So, while we think reallocation opportunities exist down the road and are an important part of our land and expand strategy, we're far more excited about the many new promising opportunities
that we see starting to materialize for new programs and new work in the UK.  Our current operations combined with our acquisition of Health Management create the springboard for many of those longer
term Greenfield opportunities.



Turning now to rebids - we had 14 contracts with a total value of approximately 475 million up for rebid in fiscal 2013.  We’ve secured 440 million to date and have met our goal to win 90
percent plus of the total contract value up for rebid.  The rebid on our Texas Medicaid contract is still being negotiated.  However, our current contract ends in August, so we expect finalization of the contract
very soon.

So, at this point in time, we now have one rebid remaining with a total contract value of approximately $11 million.  So, all considered, fiscal 2013 is tracking to be a very successful year for
rebids.

We'll provide information about the contracts that are up for rebid in fiscal 2014 on our November call, but we expect it to be a light year from a rebid perspective.

Moving onto new sales award in the pipeline - we delivered another solid quarter of new sales awards with 1.3 billion of year-to-date signed awards at June 30.  New contracts pending
contributed an additional 413 million to our sales awards.  These are contracts where we have received notification of award and are in contract negotiations that have not yet been signed.

Sales pipeline at June 30th, 2013 was $2.2 billion, which is slightly lower than the previous quarter, mostly due to contracts shifting out of the pipeline and into the award categories, but also due
to the loss of a federal eligibility support contract.  The pipeline includes opportunities across multiple geographies in both segments and consists of $278 million in proposals pending, $158 million in
proposals in preparation, and $1.8 billion in opportunities tracking.



In closing, we continue to make steady meaningful progress towards our three pronged long term growth strategy, which includes securing our fair share of healthcare reform work in the US,
growing our federal book of business and expanding our international operations.

We are proud of the team's achievement in securing our fair share of the first wave of health insurance exchange contracts, and we remain optimistic about other long term opportunities in the
other areas of healthcare reform.

The acquisition of Health Management has provided Maximus with a strengthened position for future opportunities in the UK health market.  It also supports our international growth objectives
as we expand our service offerings and our geographic footprint.

It's important to keep in perspective that our long term growth is not dependent upon a single business area or geography but rather upon macro trends and extended growth drivers.  We see many
new emerging opportunities for our core capabilities in all of our geographies, and with our fiscal 2014 preliminary guidance in place, we remain committed to generating long term shareholder value as we
continue to grow the business.

And with that, let's open it up for questions.  Operator?

Operator:  Thank you.

We will now be conducting a question and answer session.

Please limit your questions to two.  If you wish to ask additional questions, you may reenter the queue.

If you would like to ask a question, please press star, one on your telephone keypad.  A confirmation tone will indicate your line is in the question queue.



You may press star, two if you would like to remove your question from the queue.

For participants using speaker equipment, it may be necessary to pick up your handset before pressing the star keys.

One moment please while we poll for questions.

Thank you.

Our first question comes from the line of Charles Strauzer of CJS Securities.  Please proceed with your question.

Mr. Charles Strauzer:  Hi, good morning.

Mr. Rich Montoni:  Good morning, Charles.

Mr. Charles Strauzer:  Rich, if you could expand a little bit more on the HML acquisition--I know it's one that kind of slipped through the cracks a little bit, given the, uh--some of the noise
about a large federal contract.  But, um, talk to me about, A, the rationale behind the, uh, the acquisition a little bit more, and also if you can maybe frame the opportunities, the market opportunity, I should say,
um, that's, you know, kind of behind, you know, the rationale there.

Mr. Rich Montoni:  Uh, Charles, be glad to do that.  As a starting point, um, what I would say is back up a little bit and recall our discussion in terms of what our international expansion strategy
is.

And we actually have a four phase, uh, expansion, uh, strategy.  And the fourth phase is, once we've established a single significant program in a new geography, uh, their initial task is to
establish themselves as a leading provider, a credible provider, good brand in the community, known by the government officials and then use that to springboard and offer additional services - uh, i.e., phase
four - to that government, again, piggybacking on the brand, the reputation, uh, we established during phase three.



And in the case of the UK, uh, phase three was really--the charge was led by our human services, uh, team who established and won--you may remember two, three years ago, uh, that initial win
with the work program, and the team has done from day one and continues to do a great job to serve that client and built a great brand.  Uh, that team worked with our health services folks to identify
opportunities, health related opportunities in the UK.

And in this particular case, it became clear the best way to take advantage of what we think are growing opportunities in the UK was to make an acquisition.  And, uh, working with our M&A
team, our health and human services folks, um, all worked to sort through the likely candidates, what was available and, uh, were very, very fortunate to be introduced to HML and come to terms to acquire
HML.

And it really is a, just a first class organization, uh, just from, uh, an operational perspective and a diligence perspective, and it's a company that has great, great people who are very much
focused on the same values as Maximus, and that's quality service to its clients.  It has a good reputation, uh, within the government already.

Uh, so it's a great I'd say adjacency for us and really puts us, when combined with HML, into a great position to win some opportunities in the UK, which we think will occur over the next
several years.

I won't get into particular opportunities, uh, but I do say that that's a government that does procure on a central basis, um, programs for which, uh, now HML with Maximus is very, very well
positioned to serve that government.  So, we're excited about it.



Mr. Charles Strauzer:  And, Rich, I know you can't really, you know, talk about specific opportunities, but is there a general sense of maybe the market opportunity that you could maybe share
with us?

Mr. Rich Montoni:  Uh, you know, in terms of market opportunity, I think there's just a cadre [sp] of services that fall within, um, welfare programs and health programs for the UK
government.  It's interesting in the UK.  I mean, effectively, these programs, um, are run under the same department, uh, so our existing client.

So, whether it's, uh, similar to what we do here in the US in terms of processing appeals, um, assessments and, uh, really just running the back room of these programs, uh, would be the general
opportunity for us.

Mr. Charles Strauzer:  Great.

And then, my follow up is just, uh, sitting at the national view, when you look at the Saudi Arabia pilot program there, you know, can you give us an update on the next phase there?

Mr. Rich Montoni:  Oh, boy, that's a real dynamic country in terms of the changes that are occurring from a social level, uh, in many, many, many dimensions.  And, uh, I think the team's done a
good job on this pilot program.  We're in active negotiations to extend the pilot and renew the pilot.  So, we're very, um, confident that, um, those discussions are advancing as planned.

And I do think, longer term, there will be additional opportunities for Maximus above and beyond that single program.



Mr. Charles Strauzer:  Great.  Thank you very much, Rich.

Mr. Rich Montoni:  You bet, Charles.  Thank you.

Ms. Lisa Miles:  Thanks, Charlie.

Next question please.

Operator:  Next question is from the line of Carl McDonald with Citigroup.  Please go ahead with your question.

Mr. Carl McDonald:  Great, thanks.

Um, be interested if you could talk a little bit about the composition of the pipeline.  As you mentioned, you've had a lot of contracts leave the pipeline and be awarded, so just be interested if that
mix of business within the pipeline has changed to any significant degree in terms of the types of contracts that are in it.

Mr. Rich Montoni:  Um, good morning, Carl.  This is Rich.

Um, you know, I don't really see a meaningful shift.  It's not as if it's shifted to bias towards one segment or one geography.  I do think that we have strong opportunities here in the US.

The US is biased perhaps towards health.  Uh, but otherwise, uh, I see strong growth opportunities geographically, uh, growth plans for Canada, UK, US, yes, with a bias towards health and
Australia - so, across all of our geographies.

And, um, I'd say in the other countries, you'll find perhaps a bias towards human services is one--in one.  But, again, let's be clear - a long term growth strategy, and I'd like to say it's the land and
expand examples we've set in Canada and Australia and, um, we're now in process in the UK--uh, we seek to have a meaningful book of business in both segments.



Mr. Carl McDonald:  And then, uh, a separate question on the forecasting - uh, when you look at your, uh, top down versus your bottoms up analysis, uh, where do the biggest variances, uh,
tend to occur between, uh, between those two different perspectives?

Mr. Rich Montoni:  Uh, Dave Walker is with us today, and I'm gonna deflect this one to Dave and ask him for his initial thoughts on that.

Mr. David Walker:  Well, uh, top down versus bottom's up - I mean, if the bottom's up, and remember, it happens in the next week, and then we'll roll forward to November, it'll start by, you
know, what's in the pipeline.  That has yet to be decided, and there's a few things that can move that, and that helps us.

You also have to appreciate, when we do the bottoms up, we have at least a few more months of operating history, and that's helpful for us to gauge future operating income for things that are in
startup phase.

So, you know, I think we're pretty good at hitting the mark, you know, where we think it is.  Uh, but sometimes, they start a little slower, we assess where that is and that helps us do that.  So,
those are the sort of items that cause us to reconcile the two.

Um, and then if we get differences between the segments, we do have a lot of discretion in terms of what we spend on business development, you know, and how we support organizations.  So,
we have the ability to always adjust our SG&A, um, and our selling costs to adapt to what we think to be an appropriate business space in the markets we want to address.  So, that's where we'll reconcile all
that and square it up.

Mr. Rich Montoni:  Carl, I would add this to David's comment - uh, the tops down is, I think, a bit more firm than many tops down.  In some tops down, you'll just see a macro what do we think
the market's growing at, and that becomes our tops down placeholder.



Mr. Carl McDonald:  You bet.

Mr. Rich Montoni:  Uh, this is a situation where, when we do a tops down, Dave Walker and his team, they will identify down to, uh, more material projects what we see as new work next year
and work that might be phasing out or big projects that are going into maintenance mode.  Uh, so we do start to get a bead on that.

Uh, the difference between the tops down in our final number is we do go into, um, uh, a division by division review of the division leadership's forecast, where we want to make investments,
um, where we want to pursue new business and really provide a second guess, if you will, on a division by division basis, major program by program basis.

So, the tops down differs from, uh, the bottoms up in that the bottoms up is just more of a real scrub of the data as we know it.  And obviously, we're closer to the beginning of the year than when
we perform our tops down.

Mr. Carl McDonald:  Uh-huh.

Mr. Rich Montoni:  Is that helpful, Carl?

Mr. Carl McDonald:  Yes, that's great.  Thank you.

Mr. Rich Montoni:  Yep.

Ms. Lisa Miles:  Next question please.

Operator:  Next question is from the line of Frank Sparacino of First Analysis.  Please proceed with your question.

Mr. Frank Sparacino:  Hi, guys.  Uh, I wanted you to go back to the UK work program and just get a sense of what factors are impacting the business there and how much of that is related to
the economy, but also just get a better sense--uh, I think in the original projections for that contract, you know, the operating margin was in the 16 percent range.  And, uh, just curious where you think that'll be
going forward if, in fact, uh, the lower, uh, volume in revenue trends persists.



Mr. Rich Montoni:  Uh, Frank, this is Rich.  Um, I think this - I think it's helpful to, um, to separate the top line or revenue dynamics in a work program from the bottom line.  And it makes the
point about the nature of the model.

Uh, from a top line perspective, the biggest variable based on the original plan, and the original plan was based upon estimates provided to all the bidders by the UK government, the referral
levels are down in comparison to their estimate.

So, we started the program where actually referrals were greater than the estimates.  You may recall some quarters where we shared that with you.

Um, but year-to-date in the most recent year, the referrals are down.  And that's the beginning of the pipeline.  So, you need to feather [sp] that through and when you do model that through, um,
and there is a delay because, you know, the larger pay point is not when we find a referral a job but when they've been in that job.

So, um, as it relates to the bottom line, uh, the good news is the program is such that, um, most of our cost, which is labor, is variable.  And we monitor that very, very closely.  I think that's the
difference between a first class operator and those who are, uh, an ability to have a right amount of, uh, customer service representatives, uh, focused on the cases that we have.

And the team's done a great job, such that, from a bottom line perspective, it is exactly where we expected it to be from an operating, uh, income percentage.  Uh, it's the upper end of the
range.  So, I have no complaints with the program in that context.



And, you know, the government had an initial best estimates as it relates to referrals.  We can speculate why referrals are lower.  Um, it's economic in nature, and it's also just the referrals that the
government in reality had available.

And, you know, I do know that there's an intent and discussions between the industry, including Maximus and the client, to work on those referrals.  Fingers crossed - they may increase.  But, it's
difficult to forecast.

Does that help, Frank?  Okay.

Mr. Frank Sparacino:  It does.  Thank you.

Mr. Rich Montoni:  Okay.

Next question please.

Operator:  Your next question is from the line of Brian Kinstlinger of Sidoti and Company.  Please proceed with your question.

Mr. Brian Kinstlinger:  Hi, good morning.

Mr. Rich Montoni:  Good morning, Brian.

Mr. Brian Kinstlinger:  So, the first question I've got, if I exclude one time items and I assume 2Q is the bottom for the operating margin in human services, given we saw full effect of
Australia's changes, I would have expected a little bit more of a bounce in 3Q in the volumes than based on what you just said, uh, that you're hitting your targets on, uh, margin, uh, in that program.

So, I guess I'm curious why we didn't see a little bit more of a bounce sequentially, and should we expect margins to improve with volume increases over the next few quarters, if they do
increase?



Mr. Rich Montoni:  Okay.

I'm gonna ask Dave Walker--you've got a two part question, I think, uh, one, why were margins not greater in human services segment this quarter and then, uh, what do we expect on a go
forward basis, particular Q4.

Mr. David Walker:  Sure.  Hey, uh, thanks, Brian.  Uh, great question.

Uh, well, so actually, sequentially, you know, the profit grew 4.3 percent, you know, and the revenue 3.6, so it did increase.  And the UK, which in fact is at an operating income is pretty
consistent with our operation, is jut a piece of the pie.  And the pie isn't staying still.  You know, remember, we threw a lot of domestic growth with the PSI acquisition in there, and the other programs are
growing nicely.

So, I would say the UK is at the higher end of the portfolio range.  Uh, and there is volatility, you know, within programs quarter-over-quarter.

Uh, and in fact, just as a reminder, Q4, we--is generally heavily driven by seasonality in both health and human services.  And I think human services, you'll see the biggest sequential growth in
Q4.  You know, and again, that's driven by--we see seasonality in MAX Network, we see it in tax credit, um, and timing of change orders.

So, um, so we will see it go up.  But, again, I think the UK is just a piece of the pie.  And the UK as the bigger piece of that pie has been relatively flat.  Okay.

Ms. Lisa Miles:  Uh, just for your, um, perspective, Brian, MAX Network is Australia.

Mr. David Walker:  Oh, yes, I'm sorry.

Um, and when you look into next year, you know, I think all of the businesses are gonna grow nicely, and we expect sequential growth.  And I think UK will have its share.  And in order for it to
contribute more margin, it would need to grow at a faster rate, and we're not seeing that at the time.  We're seeing growth across the board.  So, I would expect our margins to maintain within our guidance that
we currently have.



And if I just looked at them relatively speaking, generally speaking, health where we think we'd have the greatest differentiation will be at the higher end of our margin range and human will
tend to be at the lower end of our margin range.  But, they've been about equal over the last year or so.

Mr. Brian Kinstlinger:  That's helpful.

Um, my follow up is, hypothetically, if you were not to win the federal appeals contract, what would happen to your '14, uh, revenue and EPS guidance?  And I guess, would it suggest--I know
you factor them but, uh, would it suggest you'd probably be more towards the low end and likely a shortfall?

And it seemed that your proposals pending wasn't that high given this outstanding RFP.  So, I'm curious about that.

Mr. David Walker:  Well, I guess I'll answer it two ways for you.  Um, one, we would still be within the range.  So, that's why we give a range, and that's why it's so broad, you know, this early
in the year.

Um, so, um--and I would say the second part of it is not to forget that's a cost reimbursable contract.  So, I have two ranges I've given you - revenue and operating income.

And I'm more confident of my ability to work my operating income than I am the top line of low margin, you know, business that's reimbursable.



So, as you know, we perform best when it's operation based, um, and when it's outcome based.  And so, we're glad to take the reimbursable revenue, but it is not our favorite.

Mr. Rich Montoni:  One thing I'd like to add to this, um, and that is what I refer to as the one year phenomenon.  When we present, uh, pipeline information, um, our protocol is just to include
the base year.  And of late, we've seen a trend with the federal government--the base contract, rather, base contract value--uh, we've seen a trend with the federal government whereby what they've been doing
is going out with a one year base contract with multiple, three, four, five, eight plus option years.  For all practical purposes, that will likely end up being a multiple year contract arrangement.  Um, but the
federal government is going with a one year base.

So, um, it's difficult to discern that.  When you look at the pipeline information, uh, it would be included as a one year contract value--.

Mr. Brian Kinstlinger:  --Okay--.

Mr. Rich Montoni:  --So, keep that in mind.

Mr. Brian Kinstlinger:  Yeah, that's helpful, thanks.

Mr. Rich Montoni:  Okay.

Ms. Lisa Miles:  Uh, next question please.

Operator:  Next question is coming from the line of Brian Hoffman of Avondale Partners.  Please proceed with your question.

Mr. Brian Hoffman:  Good morning.  Thank you for taking the questions.

Uh, I've got--uh, my first question is on the healthcare claims appeals business.  You mentioned that, uh, this should return to more normalized levels.  Can you talk a bit about what's going on
here and driving this change and when you, uh, expect, uh, normalized levels to start to appear?



Mr. Rich Montoni:  Oh, glad to do that, Brian.  And I'm gonna hand this over in a minute to Bruce Caswell, who I believe you know runs our health segment, and Bruce is, uh, closely tied to
what's going on with, uh, our federal business and appeals.  And we're real happy that it's been a great contributor to all of this year.

Uh, but to be clear, when we say more normalized levels, the volumes in that business over the last year have spiked significantly.  And every quarter, uh, we've seen significant increases.

We think it's going to level off in terms of increasing but level off at the higher level.  Uh, we--I don't expect that it's going to go back to what it was, uh, in years past.  So, it's more leveling off
than back to normalized levels.

So, with that perspective, I'm gonna hand this over to Bruce and any comments you'd like to share about what's going on in the appeals world, if you will.

Mr. Bruce Caswell:  Sure.  Brian, good morning.  Um, I think, first of all, as you're, uh, probably quite aware, it's difficult to predict future volumes.  There are a lot of factors that can affect, uh,
the volumes in the appeals world - um, certainly, the ongoing debate around how Part B of A claims are gonna be handled based on the interim final rule that was, uh, issued in March, you know, has the
hospital community lobbying hard for less restrictive rebilling rights there.

Um, if anything, you can maybe attribute a little bit of the leveling off--and again, leveling at a much--at a high level--uh, to some of those dynamics with maybe fewer, uh, B of A appeals and
more claims being just billed as part B.



But, counter balancing that, as you're probably aware is that the, uh--about a year ago, CMS allowed direct contractors to expand their work to prepayment audits.  Uh, and that prepayment audit
program really only covered 11 states.

And so, there's some speculation, uh, and I think it's based on strong, um, evidence that that's been a successful program, that that, uh, prepayment audit program could be expanded, um, to a
much larger, um, set of states.  So, that would provide obviously a bit of a tailwind.

And then, finally, um, there's the dynamic just around the whole rack reprocurement, uh, process where, as you're aware, the reprocurements were intended to, uh, transition contracts in the
February to April timeframe of next year, uh, but there's even late breaking news this morning that, um, some of the existing rack contracts are going to be getting extensions in terms of their ability to, uh,
continue to submit claims and support the appeals process, suggesting that, um, any effect you might see, uh, or would expect in early 2014 would be pushed out.

So, uh, I think just to summarize, uh, Rich put it well when he said, while we've seen a leveling off, it's a leveling at a much higher level than historical volumes, and we've used that as the basis
for our forward projections because it's really the best information we currently have.

Mr. Rich Montoni:  Well, and to be clear, leveling off at a high level with it ramping up to the year mathematically, that means it's a growth driver in real dollars--.

Mr. Bruce Caswell:  --That's right--.

Mr. Rich Montoni:  --Uh, next year over this year.

Mr. Bruce Caswell:  Yeah.



Mr. Brian Hoffman:  Right.

Mr. Rich Montoni:  Next question please.

Operator:  Our next question is from the line of Brian Gisweli [sp] with Raymond James.  Please proceed with your question.

Mr. Brian Gisweli:  Yeah, good morning, guys.

Mr. Rich Montoni:  Good morning.

Mr. Brian Gisweli:  Um, Rich, wanted to dive into the pipeline one more time.  Um, it strikes me that the international composition might be a little bit higher than what it was a year ago, uh,
through growth there, but also the profitability mix of this might be a little bit higher as maybe, uh, more performance based contracts within the pipeline, uh, relative to what we saw on the federal side of
things this year?

Mr. Rich Montoni:  Oh, boy, Brian.  I think that is a data point that's true.  Um, uh, we do see increasing opportunities that are performance based.

Um, that being said, uh, you know, we've got a three tier, uh, growth strategy here - uh, health focusing, uh, in years past on US, now international, uh, federal, um, and then international, per se.

Um, in years past, there has been a tendency towards, uh, performance based contracts, hence higher margin.  But, I will say we still have very significant growth aspirations for our federal
business, some of which I think will be performance based, hence higher margins, some of which could be at the other end of the continuum, way at the other end of the continuum, really cost reimburse--uh,
reimbursables, which would carry single digit margin.

So, uh, it's really difficult at this point in time to handicap what's in that pipeline from a profitability mix perspective.



Ms. Lisa Miles:  I guess, Brian, I would add from a comparison to last year, as you recall, um, the pipeline was quite large at this quarter, uh, last year, um, much of it due to some of the
opportunities we saw related to the Affordable Care Act.  And so, if I pivot off that and look at this year, it's probably fair to say that, perhaps in this year's pipeline, we do see a greater number of international
opportunities when we look at relative to last year.

Mr. Brian Gisweli:  Great, that's very helpful.

Uh, maybe just, uh, a margin question, um, in the human services side of things - um, can you talk maybe to, uh, how Australia kind of progresses as a, what has been a headwind this year and
maybe the timing of when it converts to begin to be a tailwind for the business, uh, after you kind of digest some of these investments that you've made?

Mr. David Walker:  Well, I mean, I actually think, uh, MAX Network, uh, sequentially year-over-year was down, but it has certainly leveled off.  So, we're actually seeing it if you look
sequentially.

Um, it's kind of at the level that we think it will be, um, you know, as the government adjusts to those programs there.  And we still think it's a program, um, where it will continue to drive the top
line, um, through additional allocations of work, you know, and adjacencies, uh, that we've been successful in.

So--.

Mr. Rich Montoni:  --I would add to that--I agree with Dave Walker's comments, and I would add to it.  My view is that I think MAX Network, uh, really has stabilized, is in very much the
growth mode.



So, you know, they've done a great job to deal with the programmatic changes that came about about a year ago.  Um, I think we're done with the year-over-year impacts of that.  I think they're
growing top line and bottom line, and it's a solid performer.  We've got a great management team down there.  It has a great partnership with our client.  Uh, they've had some nice wins and have a nice
pipeline.  So, I view it as a very solid, um, uh, growth business.

Mr. Brian Gisweli:  Uh-huh.  Okay, thanks.

Mr. Rich Montoni:  Next question.

Operator:  Our next question is a follow up from the line of Frank Sparacino of First Analysis.  Please proceed with your question.

Mr. Frank Sparacino:  Hi, guys, I just wanted to come back, uh, maybe Rich or Bruce, on, uh, state based exchanges and just curious, um--obviously, there's been a lot of criticism or
skepticism on the federal side of things, but just curious where you think the six states are that you're working with, particularly New York, which is, uh, far and away the largest?

Mr. Rich Montoni:  Um, thanks for the question, Frank.

And, uh, Bruce, what are your views on that?

Mr. Bruce Caswell:  Well, I appreciate the question, Frank, and, uh, actually spent the day on Monday in Albany with the team that's standing up that operation.  And I would say, across the
board for the six states we're working with, uh, we are very much ready to go live, will be ready to go live, um, in October for open enrollment.

And then, as Rich mentioned in his script, we've already, in fact, gone live in two locations.  Brownsville, Texas is part of the federal, uh, operation, and then in Maryland with a, uh, information
line for general questions.



So, as we're looking at the states as they, you know, plan the last few months here to October 1st, um, invariably, as you--I'm sure you're reading, they're making tough choices and prioritizing,
uh, on day one system functionality what's absolutely essential for the operations.

But, we have found across the board that our clients remain singularly focused on a positive consumer experience on day one.  So, any kind of reprioritization of functionality generally leads to
more work being done in the back office, uh, to ensure that the consumer experience is first class.  And if anything, that could lead to more labor on our part handling additional, uh, manual tasks that then
become automated through subsequent system fixes.  So, we're feeling quite confident on--about day one operations across the board.

Mr. Rich Montoni:  Next question please.

Operator:  Thank you.

As a reminder, you may press star, one to ask a question, and we ask you please limit yourself to two questions.

The next question is a follow up from Brian Kinstlinger with Sidoti and Company.

Mr. Brian Kinstlinger:  Good morning, again.

Um, the first question I've got is do you expect the Federal Exchange to be ready for open enrollments in October?  And if not, do you think it'll be ready for enrollments January 1st?

Mr. Bruce Caswell:  Like me to take that?



Um, Brian, it's Bruce.  Thanks a lot for the question.

And, uh, again, you know our involvement in the Federal Exchange is really through our work, um, as a subcontractor [unintelligible] GDIT in the call center areas.  And so, our optics,
obviously, to, um, the readiness of several of the key platform areas like the Federal Exchange, uh, Platform System or FEP System, or the data services hub is limited to really probably about the same
information you can pick up in the media.

Um, at the same time, a lot has been said about, uh, the progression of those efforts.  Uh, there are states that have, uh, gone through now successful testing against the data services hub.  There
are standards being published for the things they call the account transfer objects, which is a critical element of how data will move between, uh, federally facilitated exchange operations and the state
governments that retain, as you may know, an obligation to, uh, handle those Medicaid cases that come down from the federal level and provide the system of record.

So, there's, uh, you know, uh, what we would refer to as a complex orchestration that has to be completed between the federal level and the state level.  And as, uh, Rich mentioned in his remarks,
um, we're working hard to help our state clients that retain obligations related to the no loan door [sp] provisions of the act to ensure that their systems and operations are gonna be ready to handle those cases
as they come down.

So, overall, um, I would just say that, you know, our efforts, um, bringing up in a timely manner the Brownsville operation last week, the ongoing, uh, fit up and, uh, readiness of the Boise
operation suggests that, certainly from a call center perspective, again, we'll be ready on day one.

Mr. Rich Montoni:  And, Brian, I would emphasize that, from Maximus' perspective, uh, we are doing everything, um, we can, and we will carry our fair share of responsibility on the Federal
Exchange.  But, there are very, very many moving parts, uh, many not, uh, the responsibility of Maximus.



So, it's difficult to handicap your questions in their entirety from our perspective.  It's a great question, though.  Thank you.

Mr. Brian Kinstlinger:  The last follow up is two housekeeping items.  The first is of the--of the HCS work you've won, how much is federal?  And then, where is the increased CapEx
going?  It's one of your lower free cash flow years in a long time, so maybe highlight where that money is going.

Mr. Rich Montoni:  It's a difficult one to answer in terms of the HCS components, Brian, because we're just not at liberty to expose the component parts.  The clients are quite, uh, finicky about
that.  So, we're gonna have to decline, uh, responding to that one.

On the CapEx, uh, Dave Walker, we do have some dynamics on the CapEx level.  What would be your commentary?

Mr. David Walker:  Oh, it's very much startup driven.  Um, so if you look at it, it is cap software that we have to put in place, and a good portion tends to be funded, but we have to defer that
revenue, um, to in fact put these systems, these call center systems, phone switches, etc., into place.

So, it's a little bit you see it in the furniture and fixtures and you see it in the, uh, equipment.  Uh, even the internal back office, our employee headcount has grown so fast, uh, that we actually
had to book another license just to have software for our time carts.

Um, so it's all anticipated, and it's all tied to startup.  And you can triangulate the revenue growth with how this stuff, uh, tracks.  So, that's what it's tied to.



Mr. Rich Montoni:  Good.

Now, we--thank you, Brian.

Uh, next question, please.

Operator:  Next question is a follow up from the line of Brian Hoffman of Avondale.  Please go ahead with your question.

Mr. Rich Montoni:  Hey, Brian.

Mr. Brian Hoffman:  Hey.  Thanks for taking another question.

Can you tell us how much revenue growth in the quarter came from PSI and what sort of, uh, growth you're anticipating for PSI over the next year?

Mr. David Walker:  Um, yeah, sure.  Uh, just a sec.

I mean, virtually, if you look at it year-over-year, it--it's, uh, it's all organic growth, uh, materially.  And, um, you know, and really, essentially, that means PSI decline year-over-year.  And we
expected that.  When we purchased PSI, we did expect some decline due to client concentration.

So, uh, both entities would maintain all the combined work in certain program areas, and we've seen that to be true.  Um, so, essentially, all the growth you're seeing materially is organic.

Mr. Brian Hoffman:  Okay--.

Mr. Rich Montoni:  --Next question please.

Operator:  Next question is a follow up from the line of Brian Gisweli with Raymond James.  Please go ahead with your question.

Mr. Brian Gisweli:  Um, yeah, just a quick follow up - uh, you guys had taken, uh, Illinois out of the guidance, it looks like, as of December.  Can you maybe talk a little bit about the union
dynamics going on with this, uh, likelihood of appeal and, um, maybe also whether there would be termination costs attached to, uh, Illinois, uh, pending the contract relationship.



Mr. Rich Montoni:  Sure, Brian.  Ask, uh, Bruce Caswell to respond to that one.

Mr. Bruce Caswell:  Happy to, Brian.

Um, as you know, uh, this was a two year contract, um, that--under which Maximus, and just by way of background, helps, uh, the state caseworkers verify the continued eligibility for, uh,
individuals in the medical assistance programs including Medicaid.

Um, in July of 2012, um, the Union filed a grievance under their collective bargaining agreement that the state, uh, was required to use union employees.  Um, June 20th, 2013, the arbitrator
ruled, as you're aware, in favor of the union.

Um, and we're really awaiting further direction from our client regarding their intent to appeal.  Uh, so I really can't speculate at this point.

Uh, they have, it's our understanding, until October to make that decision.  Uh, so as a consequence, given the current, uh, environment, we've made, uh, the decision obviously to, um, reflect that
contract as winding down in December, as would be required under the arbitrator's ruling.

Uh, that said, we'll continue to, um, seek guidance from our clients on what role, if any, uh, we might be able to continue to provide, uh, to help them effect a transition should they choose to go in
that direction.

Uh, and I guess I would turn it over to Dave Walker to comment on, uh, the impact on any wind down costs or transition costs in their program.



Mr. David Walker:  Uh, it's all gonna be very much tied to where we end up in the negotiation, but it's all baked into our forecast.

Mr. Brian Gisweli:  Thanks a lot, guys.

Mr. Rich Montoni:  And before we move on, uh, our next question, we did receive a query that I'd like to clarify, and it's really kind of a follow on to the earlier discussions as it relates to the
operating margin in the human services segment.  And to wrap up what Dave Walker shared with you, uh, while the operating margin for that segment was flat on a sequential basis, uh, we--and the main
drivers were good performance by UK, good performance by Max Network with really, uh, the softness being what we've shared with you in the past, the domestic market, the US domestic market in human
services.

That being said, we do expect that that segment will have, uh, growth and improvement in its operating margin in the fourth quarter, and we do expect that health will have another solid
quarter.  In fact, uh, I think we'll have top line and bottom line--uh, top line growth in both segments such that when you add it up, uh, we feel comfortable with our top line and bottom line guidance, adjusted
EPS, uh, for fiscal '13.

Uh, in fact, at this point in time, we're confident that, uh, we tend to be at the upper end of both ranges.

So, with that, I'll open it up to any final questions that may be out there.

Mr. David Walker:  For '13.

Mr. Rich Montoni:  For '13, right.

Mr. David Walker:  Yeah.



Operator:  Thank you.

This concludes today's teleconference.  You may disconnect your lines at this time, and thank you for your participation.
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