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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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not necessarily a conclusive determination for other purposes.
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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;
•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 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 proprietary technology-enabled services platform,
long-standing client relationships and the large volume of funds we have recovered for our clients. In 2013, we
provided recovery services on approximately $11.0 billion of combined student loans and other delinquent federal and
state receivables and recovered approximately $598 million in improper Medicare payments. Our clients include 11 of
the 30 public sector participants in the student loan industry and these relationships average more than 10 years in
length, including a 23-year relationship with the Department of Education. As of September 30, 2013, approximately
$91 billion of government-supported student loans were in default. In the healthcare market, we are currently one of
four prime Medicare Recovery Audit Contractors, or RACs, in the United States for the Centers for Medicare and
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Government Accountability Office, Medicare paid $573 billion of claims in 2012, of which approximately $44 billion
were estimated to be improper payments.
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 $170,000 of revenues per
employee during 2013, 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 healthcare
market. 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. Further, our business model does not
require significant capital expenditures and we do not purchase loans or obligations.
For the year ended December 31, 2013, we generated approximately $255.3 million in revenues, $36.3 million in net
income, $89.4 million in adjusted EBITDA and $42.8 million in adjusted net income. See “Managements 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 in 2005. 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 31 Guaranty Agencies, or "GAs".
In July 2010, the government-supported student loan sector underwent a structural change with the passage of
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 Act of 1965, as amended, solely for
the purpose of guaranteeing and managing student loans originated by lenders participating in the FFELP.
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

Edgar Filing: Performant Financial Corp - Form 10-K

6



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.

2

Edgar Filing: Performant Financial Corp - Form 10-K

7



Table of Contents

The Department of Education estimates that the balance of defaulted loans was approximately $55.9 billion in the
FDSLP and approximately $34.5 billion in the FFELP as of September 30, 2013. These programs collectively
guaranteed approximately $896 billion of federal government-supported student loans according to the Congressional
Budget Office as of September 30, 2012. Given the operational and logistical complexity involved in managing the
recovery of defaulted student loans, the Department of Education and the GAs 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 $2.8 trillion in 2012 and is forecast to grow at a 6% annual rate through 2022. In particular, CMS indicates
that federal government-related healthcare spending for 2012 totaled approximately $1.2 trillion. This federal
government-related spending included approximately $573 billion for Medicare, which provides a range of healthcare
coverage primarily to elderly and disabled Americans, and $421 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 $573 billion of 2012 Medicare spending, the Department of Health and Human Services estimated that
approximately $44 billion, or approximately 8%, 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. Likewise, Medicaid improper payments were estimated to be $19 billion, or 5%, of
total Medicaid payments for 2012.
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 the RAC program 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 RAC program nationwide. CMS relies on third-party contractors to execute the RAC 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.
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 $1.6 trillion in spending in 2012 and private expenditures are projected to grow more
than 5% annually through 2022.
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
have received federal aid, most have cut services and increased taxes to help close the budget shortfall and have
evaluated outsourcing at least some aspect of delinquent tax recovery.
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), a bureau of the Department of the Treasury, or FS. Since 1997, the FS has recovered more than
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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 built a proprietary 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 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 $170,000 of revenues per employee
during 2013, 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.

•

Enhanced 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. Finally, we possess enhanced data
analytics capabilities, which we refer to as Performant Insight, which provides capabilities in several areas including
the detection of fraud, waste and abuse in various markets and has assisted in our recovery activities for CMS. We
intend to use our enhanced analytics capabilities to pursue additional opportunities in both the public and private
healthcare markets.

•

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 11 of the 30 public sector participants in the student loan market and these relationships
average more than 10 years in length, including an approximate 23-year relationship with the Department of
Education. In the healthcare market, we have a seven-year relationship with CMS and are currently one of four prime
Medicare RAC contractors.

•

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
believe this helps us identify and anticipate growth opportunities. For example, we successfully identified government
healthcare as a potential growth opportunity that has thus far led to the award of three contracts to us by CMS.
Together with our flexible technology platform, we have the ability to adapt our business strategy, to allocate
resources and to respond to changes in our regulatory environment to capitalize on new growth opportunities.
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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 11 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
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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 $91 billion as of September 30, 2013. 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, if we are able to enter into a new contract with the Department of Education, which is currently subject to a
rebidding process, we believe there is an opportunity to grow our placement volume through strong performance.
Further, as a result of our relationships with five of the seven largest GAs, we believe we are well-positioned to
benefit as a result of any consolidation of smaller GAs over the coming years.

•

Expand our recovery services in the healthcare market. According to CMS, Medicare spending totaled approximately
$573 billion in 2012 and is expected to increase to $1.1 trillion in 2022, representing a compound annual growth rate
of 6%. In the private healthcare market, spending totaled $1.6 trillion in 2012 and is expected to grow more than 5%
annually through 2022, 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. If we are
able to continue to provide audit and recovery services for CMS under a new RAC contract, which is currently open
to a competitive bidding process, we plan to expand our audit and recovery services in the public healthcare market.
Further, we expect to continue to develop our audit, recovery and analytics services in the private healthcare market.
In addition, through our enhanced analytics capabilities, 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.

•
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.
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
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Furthermore, we believe our enhanced 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.
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 the Department of
Education, 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 providers

•    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 and provide
recovery and audit services
for the Department of
Education

•    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 clients include the
Department of Education and 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.
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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.
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 for the Northeast region.
Under our existing RAC contract, we identify and facilitate the recovery of improper Parts A and B Medicare
payments. Our existing
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contract with CMS is currently subject to a competitive rebidding process. Our relationship with CMS began in 2005
with an initial demonstration contract to recover improper payments for Medicare Secondary Payor claims.
Under our RAC contract 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 the private healthcare market, we utilize our technology-enabled services platform to provide audit, recovery and
analytical services for private healthcare providers.
Other Markets
We also provide recovery services to several state and municipal tax authorities, the Department of the Treasury, the
Department of Education and a number of financial institutions.
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 ten 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.
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.
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 enhanced 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 enhanced 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.
Department of Education
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We have provided student loan recovery services to the Department of Education for approximately 23 years. We
restructure and recover defaulted student loans distributed directly by the Department of Education as part of the
FDSLP. Due to its limited resources and recovery capabilities, the Department of Education outsources much of its
defaulted student loan portfolio to third-party vendors for recovery. Recovery fees are entirely contingency-based, and
our fee for a particular recovery depends on the type of recovery facilitated. We also receive incremental performance
incentives based upon our performance as compared to other contractors with the Department of Education, which are
comprised of additional inventory allocation volumes and incentive fees. To participate in the Department of
Education contracts, firms must follow a highly competitive selection process. For the latest Department of Education
contract, the fourth major contract the Department of Education has outsourced to selected vendors, we were selected
as one of 17 unrestricted vendors and initiated work on this contract in the fourth quarter of 2009. We are currently
subject to a competitive rebidding process for the next contract with the Department of Education. Because all
federally-supported student loans are being originated by the Department of Education as a result of SAFRA, our
relationship with the Department of Education will become increasingly more important over time. The Department of
Education was responsible for approximately 20.2% of our revenues for the years ended December 31, 2013.
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 is a lag between originations and defaults of at least three to four years. When a borrower stops making regular
payments on a FFELP loan, the GA is obligated to reimburse the lender approximately 97% of the loan’s principal and
accrued interest. GAs then seek to recover and restructure these obligations. The GAs with which we contract
generally structure one to three-year initial term contracts with multiple renewal periods, and historically the fees that
we receive are generally similar to the fees we receive from the Department of Education contract. For some GA
clients, we provide services through MSAs, under which we manage a GA’s entire portfolio of defaulted student loans
and, for certain clients, engage subcontractors to provide a portion of the recovery services associated with a GA’s
student loan portfolio.
We have a relationship with 11 of the 30 active GAs in the U.S., including Great Lakes Higher Education Guaranty
Corporation and American Student Assistance Corporation, which were responsible for 16.5% and 12.1%,
respectively, of our revenues for the year ended December 31, 2013. We have had relationships with GA clients for
over 25 years.
CMS
We have a seven-year relationship with CMS. Under our RAC contract with CMS awarded in 2009, we identify and
facilitate the recovery of improper Parts A and B Medicare payments in the Northeast region of the United States and
which accounted for approximately 26.2% of our revenues for the year ended December 31, 2013. We are currently
subject to a competitive rebidding process for the next RAC contract with CMS. The fees that we receive for
identifying these improper payments from CMS are entirely contingency-based, and the contingency-fee percentage
depends on the methods of recovery, and, in some cases, the type of improper payment that we identify.
U.S. Department of the Treasury
We have assisted the Department of the Treasury for 16 years in the recovery of delinquent receivables owed to a
number of different federal agencies. The debt obligations we help to recover on behalf of the Department of the
Treasury include commercial and individual debt obligations. We are one of the four firms servicing the current
Department of the Treasury contract. Similar to our other recovery contracts, our fees under this contract are
contingency-based. We view this as an important strategic relationship, as it provides us valuable insight into other
business opportunities within the federal government.
State Tax and Municipal Agencies
We provide outsourced recovery services for individuals’ delinquent state tax and other municipal obligations on a
hosted model and under MSAs. We currently have relationships with ten state and municipal governments.
Private Lenders
We provide recovery services for private student loans, that supplement federally guaranteed loans, and home
mortgages to private lenders.
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Our new business opportunities have historically been driven largely by referrals and natural extensions of our
existing client relationships, as well as a targeted outreach by senior management. Our sales cycles are often lengthy,
and demand high levels of attention from our senior management. At any point in time, we are typically focused on a
limited number of potentially significant new business opportunities. As a result, to date, we have operated with a
small staff of experienced individuals with responsibility for developing new sales, relying heavily upon our executive
staff, including a Senior Vice President of Sales and Marketing and a sales team covering various markets.
Technology Operations
Our technology center is based in Livermore, California, with a redundant capacity in our Grants Pass, Oregon office.
Additionally, Performant Insight, our data analytics business, is supported by staff in Miami Lakes, Florida. We have
designed our infrastructure for scalability and redundancy, which allows us to continue to operate in the event of an
outage at either datacenter. We maintain an information systems environment with advanced network security
intrusion detection and prevention with 24x7 monitoring and security incident response capabilities. We utilize
encryption technologies to protect sensitive data on our systems, all data during transmission and all data on
redundancy or backup media. We also maintain a comprehensive enterprise-wide information security system based
upon recognized standards, including the NIST800 53 and ISO 27002 Code of Practice for Information Security
Program Management, to uphold high security standards needed for the protection of sensitive information.
Competition
We face significant competition in all aspects of our business.
In recovery services for delinquent and defaulted assets, we face competition from a number of companies. Holders of
these delinquent and defaulted assets typically engage several firms simultaneously to provide recovery services on
different portions of their portfolios. The number of recovery firms engaged varies by client. For example, we are one
of 17 unrestricted providers of recovery services on the current Department of Education contract, while some of the
GAs may only engage a few recovery vendors at any time. Initially, we compete to be one of the retained firms in a
competitive bidding process and, if we are successful, we then face continuing competition from the client’s other
retained firms based on the client’s benchmarking of the recovery performance of its several vendors. Clients such as
the Department of Education typically will allocate additional placements to those recovery vendors producing the
highest recovery rates. We believe that we primarily compete on the basis of recovery rate performance, as well as
maintenance of high standards of recovery practices and data security capabilities. We believe that we compete
favorably with respect to most of these factors as evidenced by our long-standing relationships with our clients in
these markets. Pricing is not usually a major competitive factor as all recovery services vendors in these markets
typically receive the same contingency-based fee rate.
In the recovery of improper healthcare payments, we faced a highly competitive process, involving a large number of
bidders, to become one of the four prime RAC contractors in the United States. CMS is currently in the procurement
process for the next round of RAC contracts. We expect that our competition will include the other three RAC service
providers: Health Management Systems, Inc., Connolly Consulting, Inc. and CGI Group. We also may face
competition from a variety of healthcare consulting and healthcare information services companies. Some of these
potential competitors for the next RAC contract may have greater financial and other resources than we do. According
to the request for quotes, the competitive factors for this new RAC contract are demonstrated experience in effective
recovery services in the healthcare market, technical approach for identifying improper payments, key personnel and
staffing, financial capability to perform under the RAC contract and recovery fee rates. We believe that our seven-year
relationship with CMS and our related experience in providing recovery services to identify improper payments
allows us to compete favorably with respect to many of these factors. We expect that our performance in identifying
claims, managing the claims processes under the current RAC contract, and established systems integration with CMS
and related Medicare administrative contractors will also be key factors in determining our continued service to CMS.
Government Regulation
The nature of our business requires that we adhere to a complex array of federal and state laws and regulations. These
include the Health Insurance Portability and Accountability Act, or HIPAA, the Fair Debt Collection Practices Act, or
FDCPA, the Fair Credit Reporting Act, or FCRA, the rules and regulations established by the Consumer Financial
Protection Bureau, or CFPB, and related state laws. We are also governed by a variety of state laws that regulate the
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HIPAA and Related State Laws
Our Medicare recovery business subjects us to compliance with HIPAA and various related state laws that contain
substantial restrictions and requirements with respect to the use and disclosure of an individual’s protected health
information. HIPAA prohibits us from using or disclosing an individual’s protected health information unless the use
or disclosure is authorized by the individual or is specifically required or permitted under HIPAA. Under HIPAA, we
must establish administrative, physical and technical safeguards to protect the confidentiality, integrity and availability
of electronic protected health information maintained or transmitted by us or by others on our behalf. We are required
to notify affected individuals and government authorities of data security breaches involving unsecured protected
health information. The Department of Health and Human Services Office of Civil Rights enforces HIPAA privacy
violations; CMS enforces HIPAA security violations and the Department of Justice enforces criminal violations of
HIPAA. We are subject to statutory penalties for violations of HIPAA.
Most states have enacted patient confidentiality laws that protect against the unauthorized disclosure of confidential
medical information, and many states have adopted or are considering further legislation in this area, including
privacy safeguards, security standards and data security breach notification requirements. These state laws, if more
stringent than HIPAA requirements, are not preempted by the federal requirements, and we must comply with them
even though they may be subject to different interpretations by various courts and other governmental authorities. In
addition, numerous other state laws govern the collection, dissemination, use, access to and confidentiality of
individually identifiable health and healthcare provider information.
Our compliance efforts include the encryption of protected health information that we hold and the development of
procedures to detect, investigate and provide appropriate notification if protected health information is compromised.
Our employees and contractors receive initial and periodic supplemental training and are tested to ensure compliance.
As part of our certification and accreditation process, we must undergo audits by federal agencies as noted below.
CMS regularly audits us for, among other items, compliance with their security standards.
Privacy Act of 1974
The Privacy Act of 1974 governs the collection, use, storage, destruction and disclosure of personal information about
individuals by a government agency and extends to government contractors who have access to agency records
performing services for government agencies. The Act requires maintenance of a code of conduct for employees with
access to the agency records addressing the obligations under the Privacy Act, training of employees and discipline
procedures for noncompliance. The Act also requires adopting and maintaining appropriate administrative, technical
and physical safeguards to insure the security and confidentiality of records and to protect against any anticipated
threats or hazards to their security or integrity.
As a contractor to federal government agencies we are required to comply with the Privacy Act of 1974. Our
compliance effort includes initial and ongoing training of employees and contractors in their obligations under the
Act. In addition we have implemented and maintain physical, technical and administrative safeguards and processes
intended to protect all personal data consistent with or exceeding our obligations under the Privacy Act.
Certification, Accreditation and Security
Business services that collect, store, transmit or process information for United States government agencies and
organizations are required to undergo a rigorous certification and accreditation process to ensure that they operate at
an acceptable level of security risk. As a government contractor, we currently have Authority to Operate, or ATO,
licenses from both the Department of Education and CMS.
We maintain a comprehensive enterprise-wide information security system based upon recognized standards,
including the NIST800 53 and ISO 27002 Code of Practice for Information Security Program Management, to uphold
high security standards needed for the protection of sensitive information. In addition, we hold SSAE – SOC 1 Type II
certification, which provides assurance to auditors of third parties that we maintain the necessary controls and
procedures to effectively manage third party data. We undergo an independent audit by our government agency clients
on the award of the contract and periodically thereafter. We also conduct periodic self-assessments.
Our regulatory compliance group is charged with the responsibility of ensuring our regulatory compliance and
security. All our facilities have security perimeter controls with segregated access by security clearance level. The
information systems environment maintains advanced network security intrusion detection and prevention with 24x7
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conduct two table top disaster exercises, conduct routine
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security risk assessments and maintain a continuous improvement process as part of our security risk mitigation and
management activity.
FDCPA and Related State Laws
The FDCPA regulates persons who regularly collect or attempt to collect, directly or indirectly, consumer debts owed
or asserted to be owed to another person. Certain of our debt recovery and loan restructuring activities may be subject
to the FDCPA. The FDCPA establishes specific guidelines and procedures that debt recovery firms must follow in
communicating with consumer debtors, including the time, place and manner of such communications. Further, it
prohibits harassment or abuse by debt recovery firms, including the threat of violence or criminal prosecution,
obscene language or repeated telephone calls made with the intent to abuse or harass. The FDCPA also places
restrictions on communications with individuals other than consumer debtors in connection with the collection of any
consumer debt and sets forth specific procedures to be followed when communicating with such third parties for
purposes of obtaining location information about the consumer. In addition, the FDCPA contains various notice and
disclosure requirements and prohibits unfair or misleading representations by debt recovery firms. Finally, the
FDCPA imposes certain limitations on lawsuits to collect debts against consumers.
Prior to the adoption of amendments to the FDCPA as part of the Dodd-Frank Act, no federal agency had the authority
to issue interpretative regulations for the FDCPA. As a result, judicial determinations and non-binding interpretative
positions issued by the Federal Trade Commission under the FDCPA created compliance difficulties for the consumer
debt collections industry. With the adoption of the amendments to the FDCPA as part of the Dodd-Frank Act in 2011,
however, as well as specific statutory authority to issue implementing regulations for the FDCPA, primary jurisdiction
for the FDCPA was transferred to the Consumer Financial Protection Bureau, or CFPB. Subsequently, the CFPB has
indicated that it may issue proposed regulations under the FDCPA in 2014.
Debt recovery activities are also regulated at the state level. Most states have laws regulating debt recovery activities
in ways that are similar to, and in some cases more stringent than, the FDCPA. In addition, some states require debt
recovery firms to be licensed.
Our compliance efforts include written procedures for compliance with the FDCPA and related state laws, employee
training and monitoring, auditing client calls, periodic review, testing and retraining of employees, and procedures for
responding to client complaints. In all states where we operate, we believe that we currently hold all required state
licenses or are exempt from licensing. Violations of the FDCPA may be enforced by the U.S. Federal Trade
Commission, or FTC, or by a private action by an individual or class. Violations of the FDCPA are deemed to be an
unfair or deceptive act under the Federal Trade Commission Act, which can be punished by fines for each violation.
Class action damages can total up to one percent of the net worth of the entity violating the statute. Attorney fees and
costs are also recoverable. In the ordinary course of business we are sued for alleged violations of the FDCPA and
comparable state laws, although the amounts involved in the disposition or settlement of any such claims have not
been significant.
FCRA
We are also subject to the Fair Credit Reporting Act, or FCRA, which regulates consumer credit reporting and which
may impose liability on us to the extent that the adverse credit information reported on a consumer to a credit bureau
is false or inaccurate. State law, to the extent it is not preempted by the FCRA, may also impose restrictions or
liability on us with respect to reporting adverse credit information. Our compliance efforts include initial and ongoing
training of employees working with consumer credit reports, monitoring of performance, and periodic review and risk
assessments. Violations of FCRA, which are deemed to be unfair or deceptive acts under the Federal Trade
Commission Act, are enforced by the FTC or by a private action by an individual or class. Civil actions by consumers
may seek damages per violation, with punitive damages, attorneys fees and costs also recoverable. Under the Federal
Trade Commission Act, penalties for engaging in unfair or deceptive acts can be punished by fines for each violation.
CFPB
The CFPB was created as part of the Dodd-Frank Act in 2011, with primary implementing and interpretative authority
for most federal consumer protection laws, including the FDCPA, transferred to the CFPB. Among other things, the
CFPB was given the authority to issue interpretive regulations for the FDCPA, which it has indicated may be issued as
a proposal in 2014.
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jurisdiction over certain consumer financial service providers. In October of 2012, the CFPB issued a rule asserting
direct jurisdiction over large consumer debt collectors, which includes debt collectors with annual assets of more than
$10 million. In accordance with the calculations included in this rule, we are subject to direct jurisdiction of the CFPB
and in the future may be
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directly examined and supervised by the CFPB. In that regard, the CFPB has also released examination guidance that
its examiners will use when reviewing compliance by debt collectors subject to its direct supervision.
State Law Compliance and Security Breach Response
Many states impose an obligation on any entity that holds personally identifiable information or health information to
adopt appropriate security to protect such data against unauthorized access, misuse, destruction, or modification.
Many states have enacted laws requiring holders of personal information to take certain actions in response to data
breach incidents, such as providing prompt notification of the breach to affected individuals and government
authorities. In many cases, these laws are limited to electronic data, but states are increasingly enacting or considering
stricter and broader requirements. Massachusetts has enacted a regulation that requires any entity that holds, transmits
or collects certain personal information about its residents to adopt a written data security plan meeting the
requirements set forth in the statute. We have implemented and maintain physical, technical and administrative
safeguards intended to protect all personal data and have processes in place to assist us in complying with applicable
laws and regulations regarding the protection of this data and properly responding to any security incidents. We have
adopted a system security plan and security breach incident response plans to address our compliance with these laws.
Intellectual Property
Our intellectual property is a significant component of our business, including, most notably, the intellectual property
underlying our proprietary technology-enabled services platform through which we provide our defaulted asset
recovery and other services. To protect our intellectual property, we rely on a combination of intellectual property
rights, including patents, trade secrets, trademarks and copyrights. We also utilize customary confidentiality and other
contractual protections, including employee and third-party confidentiality and invention assignment agreements.
As of December 31, 2013, we had two U.S. patents, both covering aspects of the workflow management systems and
methods incorporated into our technology-enabled services platform. These patents will expire in December 2019. We
routinely assess appropriate occasions for seeking additional patent protection for those aspects of our platform and
other technologies that we believe may provide competitive advantages to our business. We also rely on certain
unpatented proprietary expertise and other know-how, licensed and acquired third-party technologies, and continuous
improvements and other developments of our various technologies, all intended to maintain our leadership position in
the industry.
As of December 31, 2013, we had five trademarks registered with the U.S. Patent and Trademark office: Performant,
Performant Recovery, Performant Technologies, Discovery Analytics and Performant Business Services.
We have registered copyrights covering various copyrighted material relevant to our business. We also have
unregistered copyrights in many components of our software systems. We may not be able to use these unregistered
copyrights to prevent misappropriation of such content by unauthorized parties in the future; however, we rely on our
extensive information technology security measures and contractual arrangements with employees and third-party
contractors to minimize the opportunities for any such misuse of this content.
We are not subject to any material intellectual property claims alleging that we infringe, misappropriate or otherwise
violate the intellectual property rights of any third party, nor have we asserted any material intellectual property
infringement claim against any third party.
Employees
As of December 31, 2013, we had approximately 1,479 full-time employees. None of our employees is a member of a
labor union and we consider our employee relations to be good.
Available Information
The SEC maintains an Internet site at http://www.sec.gov that contains our Annual Report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and amendments to those reports, if any, or other filings filed or
furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, or the Exchange
Act, proxy and information statements. All reports that we file with the SEC may be read and copied at the SEC’s
Public Reference Room at 100 F Street, N.E., Washington, DC, 20549. Information about the operation of the Public
Reference Room can be obtained by calling the SEC at 1-800-SEC-0330.

ITEM 1A. Risk Factors
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Our business, financial condition, results of operations and liquidity are subject to various risks and uncertainties,
including those described below, and as a result, the trading price of our common stock could decline.
Risks Related to Our Business
Our agreements with the Department of Education and CMS, two of our largest customers, are currently subject to
rebidding processes, and our failure to renew these agreements or a renewal on less favorable terms would have a
significant negative impact on our revenues and results of operations.
Our existing contracts with the Department of Education and CMS are currently subject to rebidding processes. The
Department of Education and CMS were responsible for approximately 20.2% and 26.2% of our revenue for the year
ended December 31, 2013, respectively. The Department of Education has initiated a contract re-compete process that
is ongoing. Similarly, we are currently participating in a competitive bidding process for the next RAC contract, but
this process has been and may continue to be delayed due in part to protests filed by our competitors with respect to
the terms proposed for the next RAC contract. While we believe our performance under existing contracts with the
Department of Education and CMS and the experience we have gained in performing under these contracts position us
well to renew both of these agreements, failure to retain either of these agreements or a significant adverse change in
the terms of either of these agreements upon any renewal would seriously harm our revenues and our operating
results.
Revenues generated from our four largest clients represented 75% of our revenues for the year ended December 31,
2013, and any termination of or deterioration in our relationship with any of these clients would result in a decline in
our revenues.
We derive a substantial majority of our revenues from a limited number of clients, including the Department of
Education, CMS and two GAs. Revenues from our four largest clients represented 75% of our revenues for the year
ended December 31, 2013. All of our contracts with these clients are subject to periodic renewal and re-bidding
processes and if we lose one of these clients or if the terms of our relationships with any of these clients become less
favorable to us, our revenues would decline, which would harm our business, financial condition and results of
operations.
The transition rules implemented by CMS in connection with the award of the new RAC contract will have an adverse
impact on our 2014 revenues.
Our audit activities under the RAC contract are currently set to expire in June 2014. In planning for the award of the
next RAC contracts, CMS has announced transition procedures that will affect our operations during the transition
period. In this regard, CMS permitted us to submit medical records requests until February 21, 2014. In addition, CMS
has placed restrictions on the types of claims and the amount of certain medical records requests that we may make
during the transition period, and CMS has maintained a long-running prohibition on requesting medical records from
PIP providers. We expect that these transition rules will have an adverse effect on our revenues during 2014. Further,
protests have been filed in connection with the new RAC contract, and any delay in the award of the new RAC
contract as a result of these protests or future protests would have an adverse impact on our future revenues in light of
these transaction rules. Lastly, given the uncertainties surrounding the timing of the RAC contract renewal period and
the final scope of the transition rules, we may be required to retain certain employees whose services may not be
required during the transition period, or may terminate certain employees who we may not be able to re-hire in the
future, either of which could have an adverse impact on our business and future revenues.
Many of our contracts with our clients for the recovery of student loans and other receivables are not exclusive and do
not commit our clients to provide specified volumes of business. In addition, the terms of these contracts may be
changed unilaterally and on short notice by our clients. As a consequence, there is no assurance that we will be able to
maintain our revenues and operating results.
Substantially all of our existing contracts for the recovery of student loan and other receivables, which represented
approximately 73.6% of our revenues in 2013, enable our clients to unilaterally terminate their contractual relationship
with us at any time without penalty, potentially leading to loss of business or renegotiation of terms. Further, most of
our contracts in these markets allow our clients to unilaterally change the volume of loans and other receivables that
are placed with us at any given time. In addition, most of our contracts are not exclusive, with our clients retaining
multiple service providers with whom we must compete for placements of loans or other obligations. Therefore,
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despite our contractual relationships with our clients, our contracts do not provide assurance that we will generate a
minimum amount of revenues or that we will receive a specific volume of placements.
Our revenues and operating results would be negatively affected if our student loan and receivables clients, which
include four of our five largest clients in 2013, reduce the volume of student loan placements provided to us, modify
the terms of service, including the success fees we are able to earn upon recovery of defaulted student loans, or any of
these clients establish more favorable relationships with our competitors. For example, in 2013 our contractual
arrangement with the
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Department of Education changed as a result of the Department of Education’s decision to have its recovery vendors
promote income-based repayment, or IBR, to defaulted student loans. The IBR program provides flexibility on the
required monthly payment for student loan borrowers at an amount intended to be affordable based on a borrower’s
income and family size. In connection with the implementation of the IBR program, the Department of Education
unilaterally reduced the contingency fee rate that we receive for rehabilitating student loans by approximately 13% as
of March 1, 2013. Any changes in the contingency fee percentages or other compensation terms that we are paid under
existing and future contracts could have a significant impact on our revenues and operating results.
Our ability to derive revenues under our RAC contract will depend in part on the number and types of potentially
improper claims that we are allowed to pursue by CMS, and our results of operations may be harmed if the scope of
claims that we are allowed to pursue and be compensated for is limited.
Under our existing RAC contract with CMS and any new RAC contract that we enter into upon completion of the
current rebidding process with CMS, we are not permitted to and may not seek the recovery of an improper claim
unless that particular type of claim has been pre-approved by CMS to ensure compliance with applicable Medicare
payment policies, as well as national and local coverage determinations. Accordingly, the long-term growth of the
revenues we derive under a RAC contract will also depend in part on CMS expanding the scope of potentially
improper claims that we are allowed to pursue. If we are unable to continue to identify improper claims within the
types of claims that we are permitted to pursue from time to time or if CMS does not expand the scope of potentially
improper claims that we are allowed to pursue, our results of operations could be adversely affected.
In addition, CMS has implemented rules that, for the period through September 30, 2014, prevent RAC contractors
from being able to review and audit (i) whether inpatient care delivered to patients with hospital stays lasting less than
two midnights was medically necessary and therefore deserving of the higher reimbursement levels under Medicare
Part A or (ii) whether inpatient treatment was medically necessary for admissions spanning more than two midnights. 
In connection with these restrictions, hospitals cannot bill CMS for outpatient services on hospital stays lasting less
than two midnights during such period.   Fees associated with recoveries initiated by us based upon improper claims
for inpatient reimbursement of these short stays have represented a substantial portion of the revenues we have earned
under our existing RAC contract. The suspension of this type of review activity could have a material adverse effect
on our future healthcare revenues and operating results, depending on a variety of factors including, among other
things, CMS’s evaluation of provider compliance with the new rules, the rules ultimately adopted by CMS with respect
to medical necessity reviews of Medicare reimbursement claims associated with short stay inpatient admissions and,
more generally, the scope of improper claims that CMS allows us to pursue and our ability to successfully identify
improper claims within the permitted scope. In connection with the award of the new RAC contract, CMS has
indicated that it is reviewing certain aspects of the RAC contract including the amount of medical records that RAC
vendors may request and the timeframes for review and communications between RAC vendors and providers.
We face significant competition in connection with obtaining, retaining and performing under our existing client
contracts, including our contracts with the Department of Education and CMS, and an inability to compete effectively
in the future could harm our relationships with our clients, which would impact our ability to maintain our revenues
and operating results.
We operate in very competitive markets. In providing our services to the student loan and other receivables markets,
we face competition from many other companies. Initially, we compete with these companies to be one of typically
several firms engaged to provide recovery services to a particular client and, if we are successful in being engaged, we
then face continuing competition from the client’s other retained firms based on the client’s benchmarking of the
recovery rates of its several vendors. In addition, those recovery vendors who produce the highest recovery rates from
a client often will be allocated additional placements and in some cases additional success fees. Accordingly,
maintaining high levels of recovery performance, and doing so in a cost-effective manner, are important factors in our
ability to maintain and grow our revenues and net income and the failure to achieve these objectives could harm our
business, financial condition and results of operations.Some of our current and potential competitors in the markets in
which we operate may have greater financial, marketing, technological or other resources than we do. The ability of
any of our competitors and potential competitors to adopt new and effective technology to better serve our markets
may allow them to gain market strength. Increasing levels of competition in the future may result in lower recovery
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fees, lower volumes of contracted recovery services or higher costs for resources. Any inability to compete effectively
in the markets that we serve could adversely affect our business, financial condition and results of operations.
The U.S. federal government accounts for a significant portion of our revenues, and any loss of business from, or
change in our relationship with, the U.S. federal government would result in a significant decrease in our revenues and
operating results.
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We have historically derived and are likely to continue to derive a significant portion of our revenues from the U.S.
federal government. For the year ended December 31, 2013, revenues under contracts with the U.S. federal
government accounted for approximately 48% of our total revenues, compared to 42% for the year ended
December 31, 2012. In addition, fees payable by the U.S. federal government are expected to become a larger
percentage of our total revenues over the next several years as a result of legislation that has transferred responsibility
for all new student loan origination to the Department of Education. The continuation and exercise of renewal options
on existing government contracts and any new government contracts are, among other things, contingent upon the
availability of adequate funding for the applicable federal government agency. Changes in federal government
spending could directly affect our financial performance. For example, the Bipartisan Budget Act of 2013, which was
signed into law by President Obama on December 26, 2013, reduced the compensation paid to GAs for the
rehabilitation of student loans, effective July 1, 2014. This "revenue enhancement" measure will reduce from 18.5% to
16% of the outstanding loan balance, the amount that GAs can charge borrowers when a rehabilitated loan is sold by
the GA and will eliminate entirely the GAs retention of 18.5% of the outstanding loan balance as a fee for
rehabilitation services. It is unclear how the reduction in compensation the GAs receive will impact the contingency
fee percentage that we receive from the GAs for assisting in the rehabilitation of defaulted student loans; however, any
decrease in this contingency fee percentage would result in a decrease in our revenues. The loss of business from the
U.S. federal government, or significant policy changes or financial pressures within the agencies of the U.S. federal
government that we serve would result in a significant decrease in our revenues, which would adversely affect our
business, financial condition and results of operations.
Future legislative or regulatory changes affecting the markets in which we operate could impair our business and
operations.
The two principal markets in which we provide our recovery services, government-supported student loans and the
Medicare program, are a subject of significant legislative and regulatory focus and we cannot anticipate how future
changes in government policy may affect our business and operations. For example, SAFRA significantly changed the
structure of the government-supported student loan market by assigning responsibility for all new
government-supported student loan originations to the Department of Education, rather than originations by private
institutions and backed by one of 31 government-supported GAs. This legislation, and any future changes in the
legislation and regulations that govern these markets, may require us to adapt our business to the new circumstances
and we may be unable to do so in a manner that does not adversely affect our business and operations.
Our business relationship with the Department of Education has accounted for a significant portion of our revenues
and will take on increasing importance to our business as a result of SAFRA. Our failure to maintain this relationship
would significantly decrease our revenues.
While the majority of our historical revenues from the student loan market have come from our relationships with the
GAs, as a result of SAFRA, the Department of Education will ultimately become the sole source of revenues in this
market, although the GAs will continue to service their existing student loan portfolios for many years to come. As a
result, over time, and assuming we are successful in entering into a new contract with the Department of Education
under the current rebidding process, defaults on student loans originated by the Department of Education will
predominate and our ability to maintain the revenues we had previously received from a number of GA clients will
depend on our relationship with a single client, the Department of Education. While we have 23 years of experience in
performing student loan recovery services for the Department of Education, we are one of 17 unrestricted recovery
service providers on the current Department of Education contract. If we are successful in entering into a new contract
with the Department of Education, there may be more than the current 17 recovery service providers, which could lead
to greater competition among the selected service providers. If our relationship with the Department of Education
terminates or deteriorates or if the Department of Education, ultimately as the sole holder of defaulted student loans,
requires its contractors to agree to less favorable terms, our revenues would significantly decrease, and our business,
financial condition and results of operations would be harmed.
We could lose clients as a result of consolidation among the GAs, which would decrease our revenues.
As a result of SAFRA, which terminated the ability of the GAs to originate government-supported student loans, some
have speculated that there may be consolidation among the 30 GAs. This speculation has heightened as a result of the
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reduction of fees that the GAs will receive for rehabilitating student loans as a result of the Bipartisan Budget Act of
2013. If GAs that are our clients are combined with GAs with whom we do not have a relationship, we could suffer a
loss of business. We currently have relationships with 11 of the 30 GAs and two of our GA clients were each
responsible for more than 10% of our total revenues in the year ended December 31, 2013. The consolidation of our
GA clients with others and the failure to provide recovery services to the consolidated entity could decrease our
revenues, which could negatively impact our business, financial condition and results of operations.
Our results of operations may fluctuate on a quarterly or annual basis and cause volatility in the price of our stock.
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Our revenues and operating results could vary significantly from period-to-period and may fail to match our past
performance because of a variety of factors, some of which are outside of our control. Any of these factors could
cause the price of our common stock to fluctuate. Factors that could contribute to the variability of our operating
results include:
•the amount of defaulted student loans and other receivables that our clients place with us for recovery;
•the timing of placements of student loans and other receivables which are entirely in the discretion of our clients;

•the schedules of government agencies for awarding contracts including the impact of any protests filed in connection
with the award of any such contracts;

•our ability to successfully identify improper Medicare claims and the number and type of potentially improper claims
that CMS authorizes us to pursue under our RAC contact;

•the loss or gain of significant clients or changes in the contingency fee rates or other significant terms of our business
arrangements with our significant clients;
•technological and operational issues that may affect our clients and regulatory changes in the markets we service; and
•general industry and macroeconomic conditions.
For example, a technology system upgrade at the Department of Education significantly decreased the volume of
student loan placements by the Department of Education to all recovery vendors, including us. While we and the other
recovery vendors began to receive larger placement volumes in the fourth quarter of 2012, the majority of the
revenues from these placements were delayed until the three months ended September 30, 2013, because we do not
begin to earn rehabilitation revenues from a given placement until at least nine months after receipt of a placement. In
addition, for approximately twelve months beginning in September 2011, because of this technology system upgrade,
the Department of Education was not able to process a portion of rehabilitated student loans and accordingly we were
not able to recognize certain revenues associated with rehabilitation of loans for this client. However, the Department
of Education continued to pay us based on invoices submitted and we recorded these cash receipts as deferred
revenues on our balance sheet.
Similarly, in our healthcare markets, our claim recovery volume related to PIP providers in our region has been
limited and we estimate that PIP providers in our region account for approximately 20% of Medicare claims. PIP
providers are reimbursed for Medicare claims through different processes than other healthcare providers, and
technology adjustments were necessary to permit automated processing of claims involving PIP providers. Prior to
April 2012, we were not permitted to audit Medicare claims for these PIP providers and the improper payments to PIP
providers that we identified beginning in April 2012 were not processed by CMS until January 2013, when a small
portion of such payments began to be processed manually. In June 2013, CMS implemented the system adjustment
necessary for automated processing of claims, which allowed us to recognize approximately $12 million in 2013.

Downturns in domestic or global economic conditions and other macroeconomic factors could harm our business and
results of operations.
Various macroeconomic factors influence our business and results of operations. These include the volume of student
loan originations in the United States, together with tuition costs and student enrollment rates, the default rate of
student loan borrowers, which is impacted by domestic and global economic conditions, rates of unemployment and
similar factors, and the growth in Medicare expenditures resulting from changes in healthcare costs. For example,
during the global financial crisis beginning in 2008, the market for securitized student loan portfolios was disrupted,
resulting in delays in the ability of some GA clients to resell rehabilitated student loans and, as a result, delays our
ability to recognize revenues from these rehabilitated loans. Changes in the overall economy could lead to a reduction
in overall recovery rates by our clients, which in turn could adversely affect our business, financial condition and
results of operations.
We may not be able to maintain or increase our profitability, and our recent financial results may not be indicative of
our future financial results.
We may not succeed in maintaining our profitability on a quarterly or annual basis and could incur quarterly or annual
losses in future periods. We have incurred additional operating expenses associated with being a public company and
we intend to continue to increase our operating expenses as we grow our business. We also expect to continue to make
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our healthcare recovery and other operations, thus incurring additional expenses. If our revenues do not increase to
offset these increases in expenses, our
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operating results could be adversely affected. Our historical revenues and net income growth rates are not indicative of
future growth rates.
We may not be able to manage our growth effectively and our results of operations could be negatively affected.
Our business has expanded significantly, especially in recent years with the expansion of our services in the healthcare
market, and we intend to maintain our focus on growth. However, our continued focus on growth and the expansion of
our business may place additional demands on our management, operations and financial resources and will require us
to incur additional expenses. We cannot be sure that we will be able to manage our growth effectively. In order to
successfully manage our growth, our expenses will increase to recruit, train and manage additional qualified
employees and subcontractors and to expand and enhance our administrative infrastructure and continue to improve
our management, financial and information systems and controls. If we cannot manage our growth effectively, our
expenses may increase and our results of operations could be negatively affected.
A failure of our operating systems or technology infrastructure, or those of our third-party vendors and subcontractors,
could disrupt the operation of our business.
A failure of our operating systems or technology infrastructure, or those of our third-party vendors and subcontractors,
could disrupt our operations. Our operating systems and technology infrastructure are susceptible to damage or
interruption from various causes, including acts of God and other natural disasters, power losses, computer systems
failures, Internet and telecommunications or data network failures, operator error, computer viruses, losses of and
corruption of data and similar events. The occurrence of any of these events could result in interruptions, delays or
cessations in service to our clients, reduce the attractiveness of our recovery services to current or potential clients and
adversely impact our financial condition and results of operations. While we have backup systems in many of our
operating facilities, an extended outage of utility or network services may harm our ability to operate our business.
Further, the situations we plan for and the amount of insurance coverage we maintain for losses as result of failures of
our operating systems and infrastructure may not be adequate in any particular case.
If our security measures are breached or fail and unauthorized access is obtained to our clients’ confidential data, our
services may be perceived as insecure, the attractiveness of our recovery services to current or potential clients may be
reduced, and we may incur significant liabilities.
Our recovery services involve the storage and transmission of confidential information relating to our clients and their
customers, including health, financial, credit, payment and other personal or confidential information. Although our
data security procedures are designed to protect against unauthorized access to confidential information, our computer
systems, software and networks may be vulnerable to unauthorized access and disclosure of our clients’ confidential
information. Further, we may not effectively adapt our security measures to evolving security risks, address the
security and privacy concerns of existing or potential clients as they change over time, or be compliant with federal,
state, and local laws and regulations with respect to securing confidential information. Unauthorized access to
confidential information relating to our clients and their customers could lead to reputational damage which could
deter our clients and potential clients from selecting our recovery services, or result in termination of contracts with
those clients affected by any such breach, regulatory action, and claims against us.
In the event of any unauthorized access to personal or other confidential information, we may be required to expend
significant resources to investigate and remediate vulnerabilities in our security procedures, and we may be subject to
fines, penalties, litigation costs, and financial losses that are either not insured against or not fully covered through any
insurance maintained by us. If one or more of such failures in our security and privacy measures were to occur, our
business, financial condition and results of operations could suffer.
Our business may be harmed if we lose members of our management team or other key employees.
We are highly dependent on members of our management team and other key employees and our future success
depends in part on our ability to retain these people. Our inability to continue to attract and retain members of our
management team and other key employees could adversely affect our business, financial condition and results of
operations.
The growth of our healthcare business will require us to hire and retain employees with specialized skills and failure
to do so could harm our ability to grow our business.
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The growth of our healthcare business will depend in part on our ability to recruit, train and manage additional
qualified employees. Our healthcare-related operations require us to hire registered nurses and experts in Medicare
coding. Finding, attracting and retaining employees with these skills is a critical component of providing our
healthcare-related
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recovery and audit services, and our inability to staff these operations appropriately represents a risk to our healthcare
service offering and associated revenues. An inability to hire qualified personnel, particularly to serve our healthcare
clients, may restrain the growth of our business.
We rely on subcontractors to provide services to our clients and the failure of subcontractors to perform as expected
could harm our business operations and our relationships with our clients.
We engage subcontractors to provide certain services to our clients. These subcontractors participate to varying
degrees in our recovery activities with regards to all of the services we provide. While most of our subcontractors
provide specific services to us, we engage one subcontractor to provide all of the audit and recovery services under
our contract with CMS within a portion of our region. While we believe that we perform appropriate due diligence
before we hire subcontractors, our subcontractors may not provide adequate service or otherwise comply with the
terms set forth in their agreements. In the event a subcontractor provides deficient performance to one or more of our
clients, any such client may reduce the volume of services we are providing under an existing contract or may
terminate the relevant contract entirely and we may face claims for breach of contract. Any such disruption in our
relations with our clients as a result of services provided by any of our subcontractors could adversely affect our
revenues and operating results.
If our software vendors or utility and network providers fail to deliver or perform as expected our business operations
could be adversely affected.
Our recovery services depend in part on third-party providers, including software vendors and utility and network
providers. Our ability to service our clients depends on these third-party providers meeting our expectations and
contractual obligations in a timely and effective manner. Our business could be materially and adversely affected, and
we might incur significant additional liabilities, if the services provided by these third-party providers do not meet our
expectations or if they terminate or refuse to renew their relationships with us on similar contractual terms.
We are subject to extensive regulations regarding the use and disclosure of confidential personal information and
failure to comply with these regulations could cause us to incur liabilities and expenses.
We are subject to a wide array of federal and state laws and regulations regarding the use and disclosure of
confidential personal information and security. For example, the federal Health Insurance Portability and
Accountability Act of 1996, as amended, or HIPAA, and related state laws subject us to substantial restrictions and
requirements with respect to the use and disclosure of the personal health information that we obtain in connection
with our audit and recovery services under our contract with CMS and we must establish administrative, physical and
technical safeguards to protect the confidentiality of this information. Similar protections extend to the type of
personal financial and other information we acquire from our student loan, state tax and federal receivables clients.
We are required to notify affected individuals and government agencies of data security breaches involving protected
health and certain personally identifiable information. These laws and regulations also require that we develop,
implement and maintain written, comprehensive information security programs containing safeguards that are
appropriate to protect personally identifiable information or health information against unauthorized access, misuse,
destruction or modification. Federal law generally does not preempt state law in the area of protection of personal
information, and as a result we must also comply with state laws and regulations. Regulation of privacy, data use and
security requires that we incur significant expenses, which could increase in the future as a result of additional
regulations, all of which adversely affects our results of operations. Failure to comply with these laws and regulations
can result in penalties and in some cases expose us to civil lawsuits.
Our student loan recovery business is subject to extensive regulation and consumer protection laws and our failure to
comply with these regulations and laws may subject us to liability and result in significant costs.
Our student loan recovery business is subject to regulation and oversight by various state and federal agencies,
particularly in the area of consumer protection. The Fair Debt Collection Practices Act, or FDCPA, and related state
laws provide specific guidelines that we must follow in communicating with holders of student loans and regulates the
manner in which we can recover defaulted student loans. Some state attorney generals have been active in this area of
consumer protection regulation. We are subject, and may be subject in the future, to inquiries and audits from state
and federal regulators, as well as frequent litigation from private plaintiffs regarding compliance under the FDCPA
and related state regulations. We are also subject to the Fair Credit Reporting Act, or FCRA, which regulates
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consumer credit reporting and may impose liability on us to the extent adverse credit information reported to a credit
bureau is false or inaccurate. Our compliance with the FDCPA, FCRA and other federal and state regulations that
affect our student loan recovery business may result in significant costs, including litigation costs. We may also
become subject to regulations promulgated by the United States Consumer Financial Protection Bureau, or CFPB,
which was established in July 2011 as part of the Dodd-Frank Act to, among other things, establish regulations
regarding consumer financial protection laws. In addition, the CFPB has investigatory and
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enforcement authority with respect to whether persons are engaged in unlawful acts or practices in connection with the
collection of consumer debts. On April 12, 2013, we received a Civil Investigative Demand, or a CID, from the CFPB
requesting production of documents and answers to questions generally related to the Company’s debt collection
practices and procedures. The CFPB has not alleged a violation by us of any law or regulation. We responded to the
CID, but have not been examined by the CFPB. In light of the possibility that the CFPB may issue interpretative
regulations for the FDCPA, the issuance of such regulations could adversely affect our business and results of
operations if we are not able to adapt our services and client relationships to meet any new regulatory structure that
might be required.
In addition, changing laws, regulations and standards relating to corporate governance and public disclosure are
creating uncertainty for public companies, increasing legal and financial compliance costs and making some activities
more time consuming. These laws, regulations and standards are subject to varying interpretations, in many cases due
to their lack of specificity, and, as a result, their application in practice may evolve over time as new guidance is
provided by regulatory and governing bodies. This could result in continuing uncertainty regarding compliance
matters and higher costs necessitated by ongoing revisions to disclosure and governance practices. We will continue to
invest resources to comply with evolving laws, regulations and standards, and this investment may result in increased
general and administrative expenses and a diversion of management’s time and attention from revenue-generating
activities to compliance activities. If our efforts to comply with new laws, regulations and standards differ from the
activities intended by regulatory or governing bodies due to ambiguities related to their application and practice,
regulatory authorities may initiate legal proceedings against us and our business may be adversely affected.
However, for as long as we remain an “emerging growth company” as defined in the Jumpstart Our Business Startups
Act of 2012, or the JOBS Act, we may take advantage of certain exemptions from various reporting requirements that
are applicable to other public companies that are not “emerging growth companies,” including, but not limited to, not
being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced
disclosure obligations regarding executive compensation in our periodic reports and proxy statements, and exemptions
from the requirements of holding a nonbinding advisory vote on executive compensation and shareholder approval of
any golden parachute payments not previously approved. We may take advantage of these reporting exemptions until
we are no longer an “emerging growth company.”
We will remain an “emerging growth company” for up to five years following our initial public offering in August 2012,
although if the market value of our common stock that is held by non-affiliates exceeds $700 million as of any June 30
before that time, our revenues exceed $1 billion, or we issue more than $1 billion in non-convertible debt in a
three-year period, we would cease to be an “emerging growth company” as of the following December 31.
As a result of disclosure of information as a public company, our business and financial condition have become more
visible, which we believe may result in threatened or actual litigation, including by competitors and other third parties.
If such claims are successful, our business operations and financial results could be adversely affected, and even if the
claims do not result in litigation or are resolved in our favor, these claims, and the time and resources necessary to
resolve them, could divert the resources of our management and adversely affect our business operations and financial
results. These factors could also make it more difficult for us to attract and retain qualified employees, executive
officers and members of our board of directors.
Failure to achieve and maintain effective internal controls in accordance with Section 404 of Sarbanes-Oxley would
impair our ability to produce accurate and reliable financial statements, which would harm our stock price.
We are subject to reporting obligations under Section 404 of the Sarbanes-Oxley Act that require us to include a
management report on our internal control over financial reporting in our annual report, which contains management’s
assessment of the effectiveness of our internal control over financial reporting. These requirements first apply to this
annual report on Form 10-K and complying with these requirements can be difficult. For example, in June 2012, we
determined that we had incorrectly accounted for our mandatorily redeemable preferred stock, which required audit
adjusting entries for the three-year period ended December 31, 2011. Our failure to detect this error was deemed to be
a deficiency in internal control and this deficiency was considered to be a material weakness. To address this situation,
our independent registered public accounting firm recommended that the Company emphasize the importance of
thoroughly researching all new accounting policies and revisiting accounting policies set for existing transactions
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when changes in the business or reporting requirements occur or are expected to occur. To prevent issues like these in
the future, we have bolstered our technical accounting expertise and, where appropriate, engaged outside consultants
with specialized knowledge.
Our management may conclude that our internal control over our financial reporting is not effective. We have limited
accounting personnel and other resources with which to address our internal controls and procedures. If we fail to
timely achieve and maintain the adequacy of our internal control over financial reporting, we may not be able to
produce reliable financial reports or help prevent fraud. Our failure to achieve and maintain effective internal control
over financial reporting
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could prevent us from filing our periodic reports on a timely basis, which could result in the loss of investor
confidence in the reliability of our financial statements, harm our business and negatively impact the trading price of
our common stock.
We are required to disclose changes made in our internal controls and procedures on a quarterly basis. However, our
independent registered public accounting firm is not required to formally attest to the effectiveness of our internal
control over financial reporting pursuant to Section 404 until such time that we are no longer an “emerging growth
company” as defined in the JOBS Act, if we continue to take advantage of the exemptions contained in the JOBS Act.
At such time, our independent registered public accounting firm may issue a report that is adverse in the event it is not
satisfied with the level at which our controls are documented, designed or operating. Our remediation efforts may not
enable us to avoid a material weakness in the future.
Litigation may result in substantial costs of defense, damages or settlement, any of which could subject us to
significant costs and expenses.
We are party to lawsuits in the normal course of business, particularly in connection with our student loan recovery
services. For example, we are regularly subject to claims that we have violated the guidelines and procedures that
must be followed under federal and state laws in communicating with consumer debtors. We may not ultimately
prevail or otherwise be able to satisfactorily resolve any pending or future litigation, which may result in substantial
costs of defense, damages or settlement. In the future, we may be required to alter our business practices or pay
substantial damages or settlement costs as a result of litigation proceedings, which could adversely affect our business
operations and results of operations.
We typically face a long period to implement a new contract which may cause us to incur expenses before we receive
revenues from new client relationships.
If we are successful in obtaining an engagement with a new client or a new contract with an existing client, we
typically have a subsequent long implementation period in which the services are planned in detail and we integrate
our technology, processes and resources with the client’s operations. If we enter into a contract with a new client, we
typically will not receive revenues until implementation is completed and work under the contract actually begins. Our
clients may also experience delays in obtaining approvals or delays associated with technology or system
implementations, such as the delays experienced with the implementation of our RAC contract with CMS due to an
appeal by competitors who were unsuccessful in bidding on the contract. Because we generally begin to hire new
employees to provide services to a new client once a contract is signed, we may incur significant expenses associated
with these additional hires before we receive corresponding revenues under any such new contract. If we are not
successful in maintaining contractual commitments after the expenses we incur during our typically long
implementation cycle, our results of operations could be adversely affected.
If we are unable to adequately protect our proprietary technology, our competitive position could be harmed or we
could be required to incur significant costs to enforce our rights.
The success of our business depends in part upon our proprietary technology platform. We rely on a combination of
copyright, patent, trademark, and trade secret laws, as well as on confidentiality procedures and non-compete
agreements, to establish and protect our proprietary technology rights. The steps we have taken to deter
misappropriation of our proprietary technology may be insufficient to protect our proprietary information. Any
infringement or misappropriation of our patents, trademarks, trade secrets, or other intellectual property rights could
adversely affect any competitive advantage we currently derive or may derive from our proprietary technology
platform and we may incur significant costs associated with litigation that may be necessary to enforce our intellectual
property rights.
Claims by others that we infringe their intellectual property could force us to incur significant costs or revise the way
we conduct our business.
Our competitors protect their proprietary rights by means of patents, trade secrets, copyrights, trademarks and other
intellectual property. Any party asserting that we infringe, misappropriate or violate their intellectual property rights
may force us to defend ourselves, and potentially our clients, against the alleged claim. These claims and any resulting
lawsuit, if successful, could be time-consuming and expensive to defend, subject us to significant liability for damages
or invalidation of our proprietary rights, prevent us from operating all or a portion of our business or force us to
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redesign our services or technology platform or cause an interruption or cessation of our business operations, any of
which could adversely affect our business and operating results. In addition, any litigation relating to the infringement
of intellectual property rights could harm our relationships with current and prospective clients. The risk of such
claims and lawsuits could increase if we increase the size and scope of our services in our existing markets or expand
into new markets.
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We may make acquisitions that prove unsuccessful, strain or divert our resources and harm our results of operations
and stock price.
We may consider acquisitions of other companies in our industry or in new markets. We may not be able to
successfully complete any such acquisition and, if completed, any such acquisition may fail to achieve the intended
financial results. We may not be able to successfully integrate any acquired businesses with our own and we may be
unable to maintain our standards, controls and policies. Further, acquisitions may place additional constraints on our
resources by diverting the attention of our management from other business concerns. Moreover, any acquisition may
result in a potentially dilutive issuance of equity securities, the incurrence of additional debt and amortization of
expenses related to intangible assets, all of which could adversely affect our results of operations and stock price.
Our current or future indebtedness could adversely affect our business and financial condition and reduce the funds
available to us for other purposes, and our failure to comply with the covenants contained in our credit agreement
could result in an event of default that could adversely affect our results of operations.
As of December 31, 2013, our total debt was $133.3 million. For the year ended December 31, 2013, our consolidated
interest expense was $11.6 million. Our ability to make scheduled payments or to refinance our debt obligations and
to fund our other liquidity needs depends on our financial and operating performance, which is subject to prevailing
economic and competitive conditions and to certain financial, business and other factors beyond our control. We
cannot make assurances that we will maintain a level of cash flows from operating activities sufficient to permit us to
pay the principal and interest on our indebtedness and to fund our other liquidity needs. If our cash flows and capital
resources are insufficient to fund our debt service obligations and allow us to maintain compliance with the covenants
under our credit agreement or to fund our other liquidity needs, we may be forced to reduce or delay capital
expenditures, sell assets or operations, seek additional capital or restructure or refinance our indebtedness. We cannot
ensure that we would be able to take any of these actions, that these actions would be successful and permit us to meet
our scheduled debt service obligations or that these actions would be permitted under the terms of our existing or
future debt agreements, including our credit agreement. If we cannot make scheduled payments on our debt, we will
be in default and, as a result, our debt holders could declare all outstanding principal and interest to be due and
payable, the lenders under our credit agreement could terminate their commitments to lend us money and foreclose
against the assets securing our borrowings and we could be forced into bankruptcy or liquidation.
Our debt agreements contain, and any agreements to refinance our debt likely will contain, financial and restrictive
covenants that limit our ability to incur additional debt, including to finance future operations or other capital needs,
and to engage in other activities that we may believe are in our long-term best interests, including to dispose of or
acquire assets. Our failure to comply with these covenants may result in an event of default, which, if not cured or
waived, could accelerate the maturity of our indebtedness or result in modifications to our credit terms. See
"Management's Discussion and Analysis of Financial Condition and Results of Operations - Liquidity and Capital
Resources - Long Term Debt" in Item 7 below for a more detailed discussion of our financial covenants as well as our
current status under these covenants. If our indebtedness is accelerated, we may not have sufficient cash resources to
satisfy our debt obligations and we may not be able to continue our operations as planned.
The price of our common stock could be volatile, and you may not be able to sell your shares at or above the public
offering price.
Since our initial public offering in August 2012, the price of our common stock, as reported by NASDAQ, has ranged
from a low sales price of $7.11 on February 21, 2014 to a high sales price of $14.09 on March 4, 2013. The trading
price of our common stock may be significantly affected by various factors, including: quarterly fluctuations in our
operating results; the financial projections we may provide to the public, any changes in those projections or our
failure to meet those projections; changes in investors’ and analysts’ perception of the business risks and conditions of
our business; our ability to meet the earnings estimates and other performance expectations of financial analysts or
investors; unfavorable commentary or downgrades of our stock by equity research analysts; changes in our capital
structure, such as future issuances of debt or equity securities; lawsuits threatened or filed against us; strategic actions
by us or our competitors, such as acquisitions or restructurings; new legislation or regulatory actions; changes in our
relationship with any of our significant clients; fluctuations in the stock prices of our peer companies or in stock
markets in general; and general economic conditions.
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Our significant stockholder has the ability to influence significant corporate activities and our significant stockholder’s
interests may not coincide with yours.
Parthenon Capital Partners beneficially owns approximately 32.4% of our common stock as of March 11, 2014. As a
result of its ownership, Parthenon Capital Partners has the ability to influence the outcome of matters submitted to a
vote of stockholders and, through our board of directors, the ability to influence decision-making with respect to our
business direction and policies. Parthenon Capital Partners may have interests different from our other stockholders’
interests, and may vote in a
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manner adverse to those interests. Matters over which Parthenon Capital Partners can, directly or indirectly, exercise
influence include:the election of our board of directors and the appointment and removal of our officers;

•mergers and other business combination transactions, including proposed transactions that would result in our
stockholders receiving a premium price for their shares;
•other acquisitions or dispositions of businesses or assets;
•incurrence of indebtedness and the issuance of equity securities;
•repurchase of stock and payment of dividends; and
•the issuance of shares to management under our equity incentive plans.
In addition, Parthenon Capital Partners has a contractual right to designate a number of directors proportionate to its
stock ownership. Further, under our amended and restated certificate of incorporation, Parthenon Capital Partners does
not have any obligation to present to us, and Parthenon Capital Partners may separately pursue, corporate
opportunities of which it becomes aware, even if those opportunities are ones that we would have pursued if granted
the opportunity.
If securities analysts do not publish research or if securities analysts or other third parties publish inaccurate or
unfavorable research about us, the price of our common stock could decline.

The trading market for our common stock relies in part on the research and reports that securities analysts and other
third parties choose to publish about us. We do not control these analysts or other third parties. The price of our
common stock could decline if one or more securities analysts downgrade our common stock or if one or more
securities analysts or other third parties publish inaccurate or unfavorable research about us or cease publishing reports
about us.
Anti-takeover provisions contained in our certificate of incorporation and bylaws could impair a takeover attempt that
our stockholders may find beneficial.
Our amended and restated certificate of incorporation and amended and restated bylaws contain provisions that could
have the effect of rendering more difficult or discouraging an acquisition deemed undesirable by our board of
directors. Our corporate governance documents include the following provisions: establishing a classified board of
directors so that not all members of our board are elected at one time; providing that directors may be removed by
stockholders only for cause; authorizing blank check preferred stock, which could be issued with voting, liquidation,
dividend and other rights superior to our common stock; limiting the ability of our stockholders to call and bring
business before special meetings and to take action by written consent in lieu of a meeting; limiting our ability to
engage in certain business combinations with any “interested stockholder,” other than Parthenon Capital Partners, for a
three-year period following the time that the stockholder became an interested stockholder; requiring advance notice
of stockholder proposals for business to be conducted at meetings of our stockholders and for nominations of
candidates for election to our board of directors; requiring a super majority vote for certain amendments to our
amended and restated certificate of incorporation and amended and restated bylaws; and limiting the determination of
the number of directors on our board of directors and the filling of vacancies or newly created seats on the board, to
our board of directors then in office. These provisions, alone or together, could have the effect of delaying or deterring
a change in control, could limit the opportunity for our stockholders to receive a premium for their shares of our
common stock, and could also affect the price that some investors are willing to pay for our common stock.

ITEM 1B. Unresolved Staff Comments
None.
ITEM 2.    Properties
Facilities
As of December 31, 2013, we operated five separate office locations throughout the United States. The largest of these
facilities is in Livermore, California and serves as our corporate headquarters, as well as a data center and production
location. Our Livermore facility represents approximately 50,291 square feet and has a lease expiration of September
2017. We also lease production centers in California, Oregon, Florida and Texas and own a production/data center in
Oregon.
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We believe that our facilities are adequate for current operations and that additional space will be available as
required. See note (6) to our consolidated financial statements included elsewhere in this Annual Report on Form
10-K for information regarding our lease obligations.

ITEM 3.    Legal Proceedings
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We are involved in various legal proceedings that arise from our normal business operations. These actions generally
derive from our student loan recovery services, and generally assert claims for violations of the Fair Debt Collection
Practices Act or similar federal and state consumer credit laws. While litigation is inherently unpredictable, we believe
that none of these legal proceedings, individually or collectively, will have a material adverse effect on our financial
condition or our results of operations.

ITEM 4. Mine Safety Disclosures
Not applicable.

PART II
ITEM 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities
Market For Our Common Equity
Our common stock began trading on the NASDAQ Global Select market under the symbol “PFMT” on August 10,
2012. Prior to that, there was no public market for our common stock. The table sets forth, for the periods indicated
below, the high and low sales prices per share of our common stock as reported by NASDAQ since August 10, 2012.

2012 High Low
Third Quarter (beginning August 10, 2012) 12.18 9.20
Fourth Quarter 11.84 7.55
2013
First Quarter 14.09 10.06
Second Quarter 13.26 9.25
Third Quarter 12.01 10.27
Fourth Quarter 11.02 9.26
On March 12, 2014, the closing price as reported by NASDAQ of our common stock was $7.86 per share.
Stockholders
As of December 31, 2013, we had approximately 14 holders of record of our common stock.
Dividends
Our board of directors does not currently intend to pay regular dividends on our common stock. However, we expect
to reevaluate our dividend policy on a regular basis and may, subject to compliance with the covenants in our credit
agreement and other considerations, determine to pay dividends in the future. Our ability to pay dividends is subject to
restrictive covenants contained in our credit agreement.
Securities Authorized for Issuance Under Equity Compensation Plans
Information regarding the securities authorized for issuance under our equity compensation plans can be found under
Item 12 of this Annual Report on Form 10-K.
Issuer Purchases of Equity Securities
None.

ITEM 6. Selected Financial Data
The selected consolidated balance sheet data as of December 31, 2013 and 2012, and the selected consolidated
statements of operations data for each year ended December 31, 2013, 2012 and 2011, have been derived from our
audited consolidated financial statements which are included elsewhere in this annual report. The selected
consolidated balance sheet data as of December 31, 2011, 2010 and 2009, and the selected consolidated statements of
operations data for the years ended December 31, 2010 and 2009 have been derived from our audited consolidated
financial statements not included in this annual
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report. Historical results are not necessarily indicative of future results. You should read the following selected
consolidated historical financial data below in conjunction with the section titled “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and the consolidated financial statements, related notes,
and other financial information included in this Annual Report on Form 10-K. The selected consolidated financial data
in this section is not intended to replace the consolidated financial statements and is qualified in its entirety by the
consolidated
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