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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  x
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the
Act).    Yes  ¨    No  x
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not necessarily a conclusive determination for other purposes.
As of March 10, 2017, 50,317,704 shares of the registrant’s common stock were outstanding.
Documents Incorporated By Reference
All or a portion of Items 10 through 14 in Part III of this Form 10-K are incorporated by reference to the Registrant’s
definitive proxy statement on Schedule 14A, which will be filed within 120 days after the close of the fiscal year
covered by this report on Form 10-K, or if the Registrant’s Schedule 14A is not filed within such period, will be
included in an amendment to this Report on Form 10-K which will be filed within such 120 day period.
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PART I
Cautionary Statement Regarding Forward-Looking Information
This Annual Report on Form 10-K contains, in addition to historical information, certain forward-looking statements
within the meaning of the Private Securities Litigation Reform Act of 1995. All statements other than statements of
historical fact contained in this Annual Report on Form 10-K, including statements regarding our future results of
operations and financial position, strategy and plans, and our expectations for future operations, are forward-looking
statements. The words “believe,” “may,” “estimate,” “continue,” “anticipate,” “design,” “intend,” “expect” and similar expressions are
intended to identify forward-looking statements. We have based these forward-looking statements largely on our
current expectations and projections about future events and trends that we believe may affect our financial condition,
results of operations, strategy, short-term and long-term business operations and objectives, and financial needs.
Forward-looking statements include, but are not limited to, statements about:
•our opportunities and expectations for growth in the student lending, healthcare and other markets;
•anticipated trends and challenges in our business and competition in the markets in which we operate;
•our client relationships and future growth opportunities;

• the adaptability of our technology platform to new markets and
processes;

•our ability to invest in and utilize our data and analytics capabilities to expand our capabilities;
•sufficiency of our appeals reserve;
•our growth strategy of expanding in our existing markets and considering strategic alliances or acquisitions;
•our ability to meet our liquidity and working capital needs;
•maintaining, protecting and enhancing our intellectual property;
•our expectations regarding future expenses;
•expected future financial performance; and
•our ability to comply with and adapt to industry regulations and compliance demands.
These statements reflect current views with respect to future events and are based on assumptions and subject to risks
and uncertainties. There are a variety of factors could cause actual results to differ materially from the anticipated
results or expectations expressed in our forward-looking statements. These risks and uncertainties include, but are not
limited to, those risks discussed in Item 1A of this report. Given these uncertainties, you should not place undue
reliance on these forward-looking statements.
Forward-looking statements contained in this report present management’s views only as of the date of this report. We
undertake no obligation to publicly update forward-looking statements, whether as a result of new information, future
events or otherwise. You are advised, however, to consult any further disclosures we make on related subjects in our
quarterly reports on Form 10-Q and current reports on Form 8-K filed with the Securities and Exchange Commission.
ITEM 1.    Business
Overview
We provide technology-enabled recovery and related analytics services in the United States. Our services help identify
and recover delinquent or defaulted assets and improper payments for both government and private clients in a broad
range of markets. Our clients typically operate in complex and regulated environments and outsource their recovery
needs in order to reduce losses on billions of dollars of defaulted student loans, improper healthcare payments and
delinquent state tax and federal treasury and other receivables. We generally provide our services on an outsourced
basis, where we handle many or all aspects of our clients’ recovery processes.
We believe we have a leading position in our markets based on our technology-enabled services platform,
long-standing client relationships and the large volume of funds we have recovered for our clients. In 2016, we
provided recovery services on approximately $6.6 billion of combined student loans and other delinquent federal and
state receivables and recovered approximately $22.7 million in improper Medicare payments in the first half year of
2016. Our clients in the student loan recovery market include 9 of the 27 active guaranty agencies, which are state or
non-profit agencies that administer and rehabilitate student loans issued under the former federally-governed student
loan program and these relationships average more than 10 years in length. As of September 30, 2016, guaranty
agencies, or GAs, held approximately $30.0 billion of
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defaulted government-supported student loans. In the healthcare market, we have been a Medicare Recovery Audit
Contractor, or RAC, in the United States for the Centers for Medicare and Medicaid Services, or CMS since 2009,
with responsibility for identifying improper Parts A and B Medicare payments in the Northeastern United States. In
December 2016, as part of a contract procurement process, we were awarded a new RAC contract for 11 states located
in the Northeast and Midwest, as well as a national contract for the post-payment review of Durable Medical
Equipment, Prosthetics, Orthotics, and Supplies (or DMEPOS) and home health/hospice claims.
We utilize our technology platform to efficiently provide recovery and analytics services in the markets we serve. We
have continuously developed and refined our technology platform for almost two decades by using our extensive
domain and data processing expertise. Our technology platform allows us to disaggregate otherwise complex recovery
processes into a series of simple, efficient and consistent component steps, which we refer to as workflows, for our
recovery and healthcare claims review specialists. This approach enables us to continuously refine our recovery
processes to achieve higher rates of recovery with greater efficiency. By optimizing what traditionally have been
manually-intensive processes, we believe we achieve higher workforce productivity versus more traditional
labor-intensive outsourcing business models. For example, we generated in excess of $123,000 of revenues per
employee during 2016, based on the average number of employees during the year.
We believe that our platform is easily adaptable to new markets and processes. Over the past several years, we have
successfully extended our platform into additional markets with significant recovery opportunities. For example, we
utilized the same basic platform previously used primarily for student loan recovery activities to enter the state tax,
federal treasury receivables and healthcare recovery markets. We have enhanced our platform through investment in
new data and analytics capabilities, which we believe will enable us to provide additional services such as services
relating to the detection of fraud, waste and abuse.
Our revenue model is generally success-based as we earn fees based on a percentage of the aggregate amount of funds
that we enable our clients to recover. Our services do not require any significant upfront investments by our clients
and we offer our clients the opportunity to recover significant funds otherwise lost. Because our model is based upon
the success of our efforts and the dollars we enable our clients to recover, our business objectives are aligned with
those of our clients and we are generally not reliant on their spending budgets. Furthermore, our business model does
not require significant capital expenditures and we do not purchase loans or obligations.
For the year ended December 31, 2016, we generated approximately $141.4 million in revenues, $11.5 million in net
loss, $25.9 million in adjusted EBITDA and $4.1 million in adjusted net income. See “Management's Discussion and
Analysis of Financial Condition and Results of Operations - Adjusted EBITDA and Adjusted Net Income” in Item 7
below for a definition of adjusted EBITDA and adjusted net income and reconciliations of adjusted EBITDA and
adjusted net income to net income determined in accordance with generally accepted accounting principles.
We commenced our operations in 1976 under the corporate name Diversified Collection Services, Inc., or DCS. We
were incorporated in Delaware on October 8, 2003 under the name DCS Holdings, Inc. and subsequently changed our
name to Performant Financial Corporation. Our website address is www.performantcorp.com.
Our Markets
We operate in markets characterized by strong growth, a complex regulatory environment and a significant amount of
delinquent, defaulted or improperly paid assets.
Student Lending 
Government-supported student loans are authorized under Title IV of the Higher Education Act of 1965. Historically,
there have been two distribution channels for student loans: (i) the Federal Direct Student Loan Program, or FDSLP,
which represents loans made and managed directly by the Department of Education; and (ii) the Federal Family
Education Loan Program, or FFELP, which represents loans made by private institutions and currently backed by any
of the 27 Guaranty Agencies, or "GAs".
In July 2010, the government-supported student loan sector underwent a structural change with the passage of the
Student Aid and Fiscal Responsibility Act, or SAFRA. This legislation transitioned all new government-supported
student loan originations to the FDSLP, and away from originations made by private institutions within the FFELP
that had previously utilized the GAs to guarantee, manage and service loans. The GAs are non-profit 501(c)(3) public
benefit corporations operating under contract with the U.S. Secretary of Education, pursuant to the Higher Education
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Consequently, while the original distribution channels for student loans have been consolidated into one channel, the
Department of Education, this does not impact the volume of government-supported student loan origination, which is
a key driver of the volume of defaulted student loan inventory. In addition, despite this transition of all new loan
originations to the FDSLP, GAs will continue to manage a significant amount of defaulted student loans for some
period of time, due to their large outstanding portfolios of loans originated prior to July 2010. The outstanding
portfolios of defaulted FFELP loans will, therefore, require recovery for the foreseeable future.
The Department of Education estimates that the balance of defaulted loans was approximately $66.0 billion in the
FDSLP and approximately $34.5 billion in the FFELP as of March 31, 2015. These programs collectively guaranteed
approximately $1,136 billion of federal government-supported student loans according to the Congressional Budget
Office as of September 30, 2015. Given the operational and logistical complexity involved in managing the recovery
of defaulted student loans, the GAs and the Department of Education generally choose to outsource these services to
third parties.
Healthcare
The healthcare industry represents a significant portion of the U.S. GDP. According to CMS, U.S. healthcare spending
reached $2.9 trillion in 2013 and is forecast to grow at a 5.7% compound annual growth rate through 2023. In
particular, CMS indicates that federal government-related healthcare spending for 2013 totaled approximately $1.0
trillion. This federal government-related spending included approximately $591.2 billion for Medicare, which
provides a range of healthcare coverage primarily to elderly and disabled Americans, and $431.1 billion for Medicaid,
which provides federal matching funds for states to finance healthcare for individuals at or below the public assistance
level.
Medicare was initially established as part of the Social Security Act of 1965 and consists of four parts: Part A covers
hospital and other inpatient stays; Part B covers hospital outpatient, physician and other services; Part C is known as
Medicare Advantage, under which beneficiaries receive benefits through private health plans; and Part D is the
Medicare outpatient prescription drug benefit.
Of the $358 billion of Medicare spending in 2013, the Department of Health and Human Services estimated that
approximately $43 billion, or approximately 12.1%, was improper, and that Medicare is the federal program with the
largest amount of improper payments. Medicare improper payments generally involve incorrect coding, procedures
performed which were not medically necessary, and incomplete documentation or claims submitted based on outdated
fee schedules, among other issues.
In accordance with the Medicare Prescription Drug, Improvement, and Modernization Act of 2003, a demonstration
program was conducted from March 2005 to March 2008 in six states to determine if recovery audit contractors could
be effectively used to identify improper payments for claims paid under Medicare Part A and Part B. Due to the
success of this demonstration, under The Tax Relief and Health Care Act of 2006, the U.S. Congress authorized the
expansion of the recovery audit program nationwide. CMS relies on third-party contractors to execute the recovery
audit program to analyze millions of Medicare claims annually for improper payments to healthcare providers. The
program was implemented by designating one prime contractor in each of the four major regions in the United States:
West, Midwest, South, and Northeast. Contracts with recovery audit contractors, or RACs, were initially awarded in
2009. These contracts effectively expired in 2016 and new contracts were awarded in October 2016.
In addition to government-related healthcare spending, significant growth in spending is expected in the private
healthcare market. According to CMS’ National Health Expenditures Projections, the private healthcare market
accounted for approximately $961 billion in spending in 2013 and private expenditures are projected to grow more
than 5.7% annually through 2023.
Other Markets
State Tax Market
As state governments struggle with revenue generation and face significant budget deficits, many states have focused
on recovery of delinquent state taxes. According to the Center on Budget and Policy Priorities, an independent think
tank, 31 U.S. states faced projected budget shortfalls totaling $55 billion in the year ended September 30, 2013. The
economic recession beginning in 2008 led to lower income and sales taxes from both individuals and corporations,
reducing overall tax revenues and leading to large budget deficits at the state government level. While many states
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Federal Agency Market
The federal agency market consists of government debt subrogated to the Department of the Treasury by numerous
different federal agencies, comprising a mix of commercial and individual obligations and a diverse range of
receivables. These debts are managed by the Bureau of the Fiscal Service (formerly the Department of Financial
Management Service), or FS, a bureau of the Department of the Treasury. Since 1996, the FS has recovered more than
$63 billion in delinquent federal and state debt. For the fiscal year ended September 30, 2013, federal agency
recoveries in this market totaled more than $7 billion, an increase of more than $13 million over 2012. A significant
portion of these collections are processed by private collection firms on behalf of the FS.
Our Competitive Strengths
We believe that our business is difficult to replicate, as it incorporates a combination of several important and
differentiated elements, including:

•

Scalable and flexible technology-enabled services platform. We have a technology platform that is highly flexible,
intuitive and easy to use for our recovery and claims specialists. Our platform is easily configurable and deployable
across multiple markets and processes. For example, we have successfully extended our platform from the student
loan market to the state and federal tax, federal treasury receivables and the healthcare recovery markets, each having
its own industry complexities and specific regulations.

•

Advanced, technology-enabled workflow processes. Our technology-enabled workflow processes, developed over
many years of operational experience in recovery services, disaggregate otherwise complex recovery processes into a
series of simple, efficient and consistent steps that are easily configurable and applicable to different types of
recovery-related applications. We believe our workflow software is highly intuitive and helps our recovery and claims
specialists manage each step of the recovery process, while automating a series of otherwise manually-intensive and
document-intensive steps in the recovery process. We believe our streamlined workflow technology drives higher
efficiencies in our operations, as illustrated by our ability to generate in excess of $123,000 of revenues per employee
during 2016, based on the average number of employees during the year. We believe our streamlined workflow
technology also improves recovery results relative to more labor-intensive outsourcing models.

•

Strong data and analytics capabilities. Our data and analytics capabilities allow us to achieve strong recovery rates for
our clients. We have collected recovery-related data for over two decades, which we combine with large volumes of
client and third-party data to effectively analyze our clients’ delinquent or defaulted assets and improper payments. We
have also developed a number of analytics tools that we use to score our clients’ recovery inventory, determine the
optimal recovery process and allocation of resources, and achieve higher levels of recovery results for our clients. In
addition, we utilize analytics tools to continuously measure and test our recovery workflow processes to drive
refinements and further enhance the quality and effectiveness of our capabilities.

•

Long-standing client relationships. We believe our long-standing focus on achieving superior recovery performance
for our clients and the significant value our clients derive from this focus have helped us achieve long-tenured client
relationships, strong contract retention and better access to new clients and future growth opportunities. We have
business relationships with numerous GAs in the student loan market and these relationships average more than 10
years in length. In the healthcare market, we have a ten-year relationship with CMS and in October 2016 we were
awarded two contracts out of the second recovery audit program procurement process, including for a region
consisting of 11 states in the Northeast and Midwest and the national DMEPOS and home health contract.

•Extensive domain expertise in complex and regulated markets. We have extensive experience and domain expertise in
providing recovery services for government and private institutions that generally operate in complex and regulated
markets. We have demonstrated our ability to develop domain expertise in new markets such as healthcare and state
tax and federal Treasury receivables. We believe we have the necessary organizational experience to understand and
adapt to evolving public policy and how it shapes the regulatory environment and objectives of our clients. We
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business strategy, to allocate resources and to respond to changes in our regulatory environment to capitalize on new
growth opportunities.

•

Proven and experienced management team. Our management team has significant industry experience and has
demonstrated strong execution capabilities. Our senior management team, led by Lisa Im, has been with us for an
average of approximately 15 years. This team has successfully grown our revenue base and service offerings beyond
the original student loan market into healthcare and delinquent state tax and private financial institutions receivables.
Our management team’s industry experience, combined with deep and specialized understanding of complex and
highly regulated industries, has enabled us to maintain long-standing client relationships and strong financial results.
Our Growth Strategy
Key elements of our growth strategy include the following:

•

Expand our student loan recovery volume. The balance of defaulted government-supported student loans was
approximately $100.5 billion as of March 31, 2015. While we have long-standing relationships with some of the
largest participants in the government-supported student loan market, we believe there are significant opportunities
within this growing market to increase the volume of student loans placed with us by existing and new clients. For
example, as a result of our relationships with four of the five largest GAs, we believe we are well-positioned to benefit
as a result of any consolidation of smaller GAs over the coming years. In December 2016, it was announced that we
were not selected as one of the recovery contractors for the Department of Education after more than 25 years in that
role. We have filed a protest of this contract award and that protest remains pending, with a decision expected in April
2017.

•

Expand our recovery services in the healthcare market. According to CMS, Medicare spending totaled approximately
$591.2 billion in 2013 and is expected to increase to $1.1 trillion in 2022, representing a compound annual growth
rate of 7.4%. In the private healthcare market, spending totaled $961 billion in 2013 and is expected to grow more
than 5.7% annually through 2023, according to CMS’ National Health Expenditures Projections. As these large
markets continue to grow, we expect the need for recovery services to increase in the public and private healthcare
markets. We were awarded new RAC contracts for Region 1 which consists of 11 states in the Northeast and
Midwest, and Region 5, which covers claims for durable medical equipment, prosthetics and orthotics and home
health and hospice payment claims across the U.S. We have also entered into contracts and are pursuing additional
opportunities to provide audit, recovery and analytics services in the private healthcare market. In addition, we intend
to pursue opportunities to find and eliminate losses prior to payment for healthcare services, including the detection of
fraud, waste and abuse in the public and private healthcare markets.

•

Expand recovery services in other markets. We intend to expand our recovery services in other markets, including the
private healthcare recovery market, state and federal tax and federal treasury receivables. We intend to capitalize on
our extensive experience and domain expertise and our highly-flexible technology platform to seek opportunities in
these additional markets.

•
Pursue strategic alliances and acquisitions. We intend to selectively consider opportunities to grow through strategic
alliances or acquisitions that are complementary to our business. These opportunities may enhance our existing
capabilities, enable us to enter new markets, expand our product offerings and allow us to diversify our revenues.
Our Platform
Our technology-enabled services platform is based on over two decades of experience in recovering large amounts of
funds on behalf of our clients across several markets. The components of our platform include our data management
expertise, analytics capabilities and technology-based workflow processes. Our platform integrates these components
to allow us to achieve optimized outcomes for our clients in the form of increased efficiency and productivity and high
recovery rates. Our platform and workflow processes are also intuitive and easy to use for our recovery and claims
specialists and allow us to increase our employee retention and productivity.
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The components of our platform include the following:
Data Management Expertise
Our platform manages and stores large amounts of data throughout the workflow process. This includes both
proprietary data we have compiled over two decades, as well as third-party data which we can integrate efficiently and
in real-time to reduce errors, reduce cycle time processing and, ultimately, improve recovery rates. The strength of our
data management expertise augments our analytics capabilities and provides our recovery and claims specialists with
powerful workflow processes.
Data Analytics Capabilities
Our data analytics capabilities efficiently screen and allocate massive volumes of recovery inventory. For example,
upon receipt of each placement of student loans, we utilize our proprietary algorithms to assist us in determining the
most efficient recovery process and the optimal allocation of recovery specialist resources for each loan. In the
healthcare market, we analyze millions of Medicare claims to find potential correlations between claims data and
improper payments, which enhance our future recovery rates. Across all of our current markets, we utilize our
proprietary analytics tools to continuously and rigorously test our workflow processes in real-time to drive greater
process efficiency and improvement in recovery rates.
Furthermore, we believe our analytics capabilities will extend our potential markets, permitting us to pursue
significant new business opportunities. For example, we have expanded the use of our data analytics capabilities in the
healthcare sector to offer a variety of services from post and pre-payment audit of healthcare claims in both the public
and private healthcare sector, to detection of fraud, waste and abuse of healthcare claims, to coordination of benefits
and pharmacy fraud detection.
Workflow Processes
Over many years, we have developed and refined our recovery workflow processes, which we believe drive higher
efficiency and productivity and reduce our reliance on labor-intensive methods relative to more traditional recovery
outsourcing models. We refer to the patented technology that supports our proprietary workflows as “Smart Bins.”
Smart Bins disaggregate otherwise complex recovery processes into a series of simple, efficient and consistent steps
that are easily configurable and applicable to different types of recovery-related applications. Our workflow processes
integrate a broad range of functions that encompass each stage of a recovery process.
Smart Bins have been designed to be highly intuitive and help our recovery and claims specialists manage each step in
the recovery process and enhance their productivity to high levels, regardless of skill differences among specialists.
Smart Bins direct specialists toward the most efficient and effective action or step with respect to the management and
recovery of a defaulted student loan, with some input by specialists. Our technology places expert system rules into
the workflow engine, allowing employees at different skill levels to manage the more complex work steps that highly
experienced workers would perform, while automating document management and compliance functionality as
industry regulations and compliance demands change.
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The following recovery diagram illustrates how the various components of our platform work together to solve a
typical client workflow:
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Our Services
We use our technology-enabled services platform to provide recovery and analytics services in a broad range of
markets for the identification and recovery of student loans, improper healthcare payments and delinquent state tax
and federal treasury receivables. The table below summarizes our recovery services and related analytics capabilities
and the markets we serve.
Recovery Services Analytics

CapabilitiesStudent Loans Healthcare Other Markets
•    Provide recovery
services to GAs and
private institutions

•    Identify and track
defaulted borrowers
across our clients’
portfolios of student
loans

•    Utilize our
proprietary technology,
our history of borrower
data and our analytics
capabilities to
rehabilitate and recover
past due student loans

•    Earn contingent,
success-based fees
calculated as a
percentage of funds that
we enable our clients to
recover

•  Provide audit and recovery
services to identify improper
healthcare payments for
public and private healthcare
clients

•    Identify improper
payments typically resulting
from incorrect coding,
procedures that were not
medically necessary,
incomplete documentation or
claims submitted based on
outdated fee schedules

•    Earn contingent,
success-based fees based on
a percentage of claim
amounts recovered

•    Provide tax recovery
services to state and
municipal agencies

•    Recover government
debt for numerous
different federal agencies
under a contract with the
Treasury

•    Enable financial
institutions to proactively
manage loan portfolios
and reduce the incidence
of defaulted loan assets

•    Earn contingent,
success-based fees
calculated as a percentage
of the amounts recovered,
fees based on dedicated
headcount and hosted
technology licensing fees

•    We use our enhanced data
analytics capabilities, which we
refer to as Performant Insight, to
offer a variety of services from
post- and pre-payment audit of
healthcare claims to detection of
fraud, waste and abuse of
healthcare claims, to coordination
of benefits and pharmacy fraud
detection

Recovery Services
Student Loans
We provide recovery services primarily to the government-supported student loan industry, and our current clients
include several of the largest GAs, as well as private financial institutions. We use our proprietary technology to
identify, track and communicate with defaulted borrowers on behalf of our clients to implement suitable recovery
programs for the repayment of outstanding student loan balances.
Our clients contract with us to provide recovery services for large pools of student loans generally representing a
portion of the total outstanding defaulted balances they manage, which they provide to us as “placements” on a periodic
basis. Generally, the volume of placements that we receive from our clients is influenced by our performance under
our contracts and our ability to recover funds from defaulted student loans, as measured against the performance of
competitors who may service a similar pool of defaulted loans for the same client. To the extent we perform well
under our existing contracts and differentiate our services from those of our competitors, we may receive a relatively
greater number of student loan placements under these contracts and may improve our ability to obtain future
contracts from these clients and other potential clients.
We use algorithms derived from over two decades of experience with defaulted student loans to make reasonably
accurate estimates of the recovery outcomes likely to be derived from a placement of defaulted student loans.
In December 2016, the Department of Education awarded contracts for student loan recovery services to seven
contractors. We were not selected to receive one of these contract awards. We, along with 19 other contractors, have
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filed protests with the Government Accountability Office, or GAO, regarding the award of these contracts. We expect
to receive a ruling on our protest in April 2017. The Department of Education has historically been our largest or one
of our largest clients, accounting for 15.5%, 23.8%, and 27.2% of our revenues in 2016, 2015 and 2014, respectively.
We also restructure and recover student loans issued directly by banks to students outside of federal lending programs.
These types of loans typically supplement government-supported student loans to meet any shortfall in supply of
student loan needs that cannot be met by grants or federal loans. Unlike government-supported student loans, private
student loans do not have capped interest rates and, accordingly, involve higher instances of default relative to
federally-backed student loans.
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Healthcare
We provide recovery services related to improper payments in the healthcare market. In 2009 we were awarded the
role as one of four prime RAC contractors in the United States, with exclusive responsibility to identify and facilitate
the recovery of improper Parts A and B Medicare payments in the Northeastern United States. This contract expired in
2016 and, following a lengthy procurement process, in October 2016 we were awarded two new RAC contracts by
CMS. One new award covers Parts A and B Medicare payments in a region consisting of 11 states in the Northeast
and Midwest. The second award involves post-payment review of DMEPOS and home health and hospice claims
across the U.S.
Under our RAC contracts with CMS, we utilize our technology-enabled services platform to screen Medicare claims
against several criteria, including coding procedures and medical necessity standards, to determine whether a claim
should be further investigated for recoupment or adjustment by CMS. We conduct automated and, where appropriate,
detailed medical necessity reviews. If we determine that the likelihood of finding a potential improper payment
warrants further investigation, we request and review healthcare provider medical records related to the claim,
utilizing experts in Medicare coding and registered nurses. We interact and communicate with healthcare providers
and other administrative entities, and ultimately submit the claim to CMS for correction.
In anticipation of the award of the latest round of RAC contracts, beginning in 2013 CMS adopted a series of contract
transition procedures that restricted our ability to request medical records for audit, and has otherwise suspended our
ability to perform any audit services for certain periods of time or limited the scope of our audit activities, thus
adversely affecting our revenues under this contract. For example, collections by CMS for corrections under the RAC
program decreased by 82.8% in fiscal 2015 as compared to fiscal 2014, due to CMS and Congress prohibiting RACs
from performing inpatient hospital patient status reviews, as well as additional limitations on audit activity imposed in
connection with the prolonged contract transition process.  As a result, our revenues from the RAC program have
steadily decreased over the last several years, from $66.8 million in 2013, to $29.2 million in 2014, to $12.5 million in
2015 and $5.7 million in 2016.
In the private healthcare market, we utilize our technology-enabled services platform to provide audit, recovery and
analytical services for private healthcare payors. Our experience from our existing RAC contract has helped establish
our presence in the private healthcare market by providing us the opportunity to provide audit and recovery services
for several national commercial health plans. Our audit and analytic capabilities have allowed us not only to expand
our services with these initial private healthcare clients, but also gain entry into other related private healthcare
opportunities.
Other Markets
We also provide recovery services to several federal, state and municipal tax authorities, the Department of the
Treasury and a number of financial institutions.
In September 2016 the Internal Revenue Service, or IRS, announced its plans to begin private collection of certain
federal tax debts starting in the spring of 2017 and named us as one of four companies to perform these recovery
services. The new program, authorized under a federal law, calls for the use of private companies to recover, on the
government’s behalf, outstanding inactive tax receivables. While we expect that work under this contract will begin in
April 2017, we do not anticipate that this contract will generate significant revenues in 2017 due to the expected
relatively slow ramp up process under this new program.
For state and municipal tax authorities, we analyze a portfolio of delinquent tax and other receivables placed with us,
develop a recovery plan and execute a recovery process designed to maximize the recovery of funds. In some
instances, we have also run state tax amnesty programs, which provide one-time relief for delinquent tax obligations,
and other debtor management services for our clients. We currently have relationships with numerous state and
municipal governments. Delinquent obligations are placed with us by our clients and we utilize a process that is
similar to the student loan recovery process for recovering these obligations.
For the Department of the Treasury, we recover government debt subrogated to it by numerous different federal
agencies. The placements we are provided represent a mix of commercial and individual obligations. We are one of
four contractors for the most recent Treasury contract.
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We also provide risk management advisory services that enable these clients to proactively manage loan portfolios
and reduce the incidence of defaulted loan assets over time. Our experience suggests that proactive default prevention
practices produce significant net yield and earnings gains for our clients. We deliver these services in two forms. First,
we contact and consult with borrowers to implement a repayment program, including payment through automatic
debit arrangements, prior to the beginning of the repayment period in order to increase the likelihood that payments
begin on time. Second, we offer a service that involves contacting delinquent borrowers in an effort to cure the
delinquency prior to the loan entering default.
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Analytics Capabilities
For several years, we have leveraged our data analytics tools to help filter, identify and recover delinquent and
defaulted assets and improper payments as part of our core recovery services platform. Through our data analytics
capabilities, which we refer to as Performant Insight, we are able to review, aggregate, and synthesize very large
volumes of structured and unstructured data, at high speeds, from the initial intake of disparate data sources, to the
warehousing of the data, to the analysis and reporting of the data. We believe we have built a differentiated,
next-generation “end-to-end” data processing solution that will maximize value for current and future customers.
Performant Insight provides numerous benefits for our recovery services platform. Performant Insight has not only
enhanced our existing recovery services under our RAC contract by analyzing significantly higher volumes of
healthcare claims at faster rates and reducing our cycle time to review and assess healthcare claims, but has also
enabled us to develop improved and more sophisticated business intelligence rules that can be applied to our audit
processes. We believe our analytics capabilities will extend our potential markets, permitting us to pursue significant
new business opportunities. We have expanded the use of our data analytics capabilities in the healthcare sector to
offer a variety of services from post and pre-payment audit of healthcare claims in both the public and private
healthcare sector, to detection of fraud, waste and abuse of healthcare claims, to coordination of benefits and
pharmacy fraud detection.
Our Clients
We provide our services across a broad range of government and private clients in several markets.
Guaranty Agencies
We restructure and recover defaulted student loans issued by private lenders and backed by GAs under the FFELP.
Despite the transition from FFELP to FDSLP, we believe GA default volumes will continue to rise for a few years as
there generally is a lag between originations and defaults of at least three to four years. When a borrower stops making
regular payments on a FFELP
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