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Phone:402-471-6500 

SOLICITATION NUMBER RELEASE DATE 
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OPENING DATE AND TIME PROCUREMENT CONTACT 
May 22, 2018 2:00 p.m. Central Time Nancv Storant/Annette Walton 

PLEASE READ CAREFULLY! 
SCOPE OF SERVICE 

The State of Nebraska (State), Department of Administrative Services {DAS}, Materiel Division, State Purchasing Bureau (SPB), is issuing 
this Request for Proposal {RFP) Number 5824 Z1 for the purpose of selecting a qualified Bidder to provide Hosted Voice Over Internet 
Protocol Telephony (VOiP) Service. A more detailed description can be found in Section V. The resulting contract may not be an exclusive 
contract as the State reserves the right to contract for the same or similar services from other sources now or in the future. 

The term of the contract will be five (5) years commencing upon execution of the contract by the State. The Contract includes the option 
to renew for five (5) additional two (2) year periods upon mutual agreement of the Parties. The State reserves the right to extend the 
period of this contract beyond the termination date when mutually agreeable to the Parties. 

ALL INFORMATION PERTINENT TO THIS REQUEST FOR PROPOSAL CAN BE FOUND ON THE INTERNET AT: 
http://das.nebraska.gov/materiel/purchasing.html. 

A mandatory Pre-Proposal Conference will be held on Thursday, April 26, 2018 at 10:00AM CT at 1526 K Street, Suite 130, Lincoln, NE 
68520. 

IMPORTANT NOTICE: Pursuant to Neb. Rev. Stat.§ 84-602.04, State contracts in effect as of January 1, 2014, and contracts 
entered into thereafter, must be posted to a public website. The resulting contract, the RFP, and the successful bidder's 
proposal or response will be posted to a public website managed by DAS, which can be found at 
http://statecontracts.nebraska.gov. 

In addition and in furtherance of the State's public records Statute {Neb. Rev. Stat.§ 84-712 et seq.), all proposals or responses received 
regarding this RFP will be posted to the State Purchasing Bureau public website. 

These postings will include the entire proposal or response. Bidders must request that proprietary information be excluded 
from the posting. The bidder must identify the proprietary information, mark the proprietary information according to state law, 
and submit the proprietary information in a separate container or envelope marked conspicuously in black ink with the words 
"PROPRIETARY INFORMATION". The bidder must submit a detailed written document showing that the release of the 
proprietary information would give a business advantage to named business competitor(s) and explain how the named 
business competitor(s) will gain an actual business advantage by disclosure of information. The mere assertion that 
information is proprietary or that a speculative business advantage might be gained is not sufficient. {See Attorney General 
Opinion No. 92068, April 27, 1992} THE BIDDER MAY NOT ASSERT THAT THE ENTIRE PROPOSAL IS PROPRIETARY. COST 
PROPOSALS WILL NOT BE CONSIDERED PROPRIETARY AND ARE A PUBLIC RECORD IN THE STATE OF NEBRASKA. The 
State will then determine, in its discretion, if the interests served by nondisclosure outweighs any public purpose served by 
disclosure. (See Neb. Rev. Stat. § 84-712.05(3)) The Bidder will be notified of the agency's decision. Absent a State 
determination that information is proprietary, the State will consider all information a public record subject to release regardless 
of any assertion that the information is proprietary. 

If the agency determines it is required to release proprietary information, the bidder will be informed. It will be the bidder's responsibility 
to defend the bidder's asserted interest in non-disclosure. 

To facilitate such public postings, with the exception of proprietary information, the State of Nebraska reserves a royalty-free, 
nonexclusive, and irrevocable right to copy, reproduce, publish, post to a website, or otherwise use any contract, proposal, or 
response to this RFP for any purpose, and to authorize others to use the documents. Any individual or entity awarded a 
contract, or who submits a proposal or response to this RFP, specifically waives any copyright or other protection the contract, 
proposal, or response to the RFP may have; and, acknowledges that they have the ability and authority to enter into such 
waiver. This reservation and waiver is a prerequisite for submitting a proposal or response to this RFP, and award of a contract. 
Failure to agree to the reservation and waiver will result in the proposal or response to the RFP being found non-responsive 
1nd rejected. 



,, " • r ..J.,....)n' ~'.., t ' 
Any entity awarded a contract or submitting a proposal or response t<1the ~ Fi#agr~ otto sue, fife a claim, or make a demand 
of any kind, and will indemnify and hold harmless the State and its employees, volunteers, agents, and its elected and appointed 
officials from and against any and all claims, liens, demands, damages, liability, actions, causes of action, losses, judgments, 
costs, and expenses of every nature, including investigation costs and expenses, settlement costs, and attorney fees and 
expenses, sustained or asserted against the State, arising out of, resulting from, or attributable to the posting of the contract 
or the proposals and responses to the RFP, awards, and other documents. 
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GLOSSARY OF TERMS 

Acceptance Test Procedure: Benchmarks and other performance criteria, developed by the State of Nebraska or other 
sources of testing standards, for measuring the effectiveness of products or services and the means used for testing such 
performance. 

Addendum: Something to be added or deleted to an existing document; a supplement. 

After Receipt of Order (ARO): After Receipt of Order 

Agency: Any state agency, board, or commission other than the University of Nebraska, the Nebraska State colleges. the 
courts, the Legislature. or any other office or agency established by the Constitution of Nebraska. 

Agent/Representative: A person authorized to act on behalf of another. 

Amend: To alter or change by adding, subtracting, or substituting. 

Amendment: A written correction or alteration to a document. 

Appropriation: Legislative authorization to expend public funds for a specific purpose. Money set apart for a specific use. 

Award: All purchases, leases, or contracts which are based on competitive proposals will be awarded according to the 
provisions in the RFP. The State reserves the right to reject any or all proposals. wholly or in part, or to award to multiple 
bidders in whole or in part. The State reserves the right to waive any deviations or errors that are not material, do not 
invalidate the legitimacy of the proposal, and do not improve the bidder's competitive position. All awards will be made in a 
manner deemed in the best interest of the State. 

Best and Final Offer (BAFO): In a competitive bid, the final offer submitted which contains the bidder's {vendor's) most 
favorable terms for price. 

Bid/Proposal: The offer submitted by a vendor in a response to a written solicitation. 

Bid Bond: An insurance agreement, accompanied by a monetary commitment, by which a third party (the surety) accepts 
liability and guarantees that the vendor will not withdraw the bid. 

Bidder: A vendor who submits an offer bid in response to a written solicitation. 

Business: Any corporation, partnership, individual, sole proprietorship, joint-stock company. joint venture, or any other 
private legal entity. 

Business Day: Any weekday, except State-recognized holidays. 

Calendar Day: Every day shown on the calendar including Saturdays, Sundays, and State/Federal holidays. 

Cancellation: To can off or revoke a purchase order without expectation of conducting or performing it at a later time. 

Central Processing Unit (CPU): Any computer or computer system that is used by the State to store, process, or retrieve 
data or perform other functions using Operating Systems and applications software. 

Change Order: Document that provides amendments to an executed purchase order or contract. 

Collusion: An agreement or cooperation between two or more persons or entities to accomplish a fraudulent, deceitful, or 
unlawful purpose. 

Commodities: Any equipment, material, supply or goods; anything movable or tangible that is provided or sold. 

Commodities Description: Detailed descriptions of the items to be purchased; may include information necessary to obtain 
the desired quality, type. color, size, shape, or special characteristics necessary to perform the work intended to produce the 
desired results. 

Competition: The effort or action of two or more commercial interests to obtain the same business from third parties. 

Confidential Information: Unless otherwise defined below, "Confidential Information" shall also mean proprietary trade 
secrets, academic and scientific research work which is in progress and unpublished, and other information which if released 
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would give advantage to business competitors and serve no public purpose (see Neb. Rev. Stat. §84-712.05(3)). In 
accordance with Nebraska Attorney General Opinions 92068 and 97033, proof that information is proprietary requires 
identification of specific, named competitor(s) who would be advantaged by release of the information and the specific 
advantage the competitor(s} would receive. 

Contract: An agreement between two or more parties creating obligations that are enforceable or otherwise recognizable at 
law; the writing that sets forth such an agreement. 

Contract Administration: The management of the contract which includes and is not limited to; contract signing. contract 
amendments and any necessary legal actions. 

Contract Award: Occurs upon execution of the State document titled "Service Contract Award" by the proper authority. 

Contract Management: The management of day to day activities at the agency which includes and is not limited to ensuring 
deliverables are received, specifications are met, handling meetings and making payments to the Contractor. 

Contract Period: The duration of the contract. 

Contractor: Any individual or entity having a contract to furnish commodities or services. 

Cooperative Purchasing; The combining of requirements of two or more political entities to obtain advantages of volume 
purchases, reduction in administrative expenses or other public benefits. 

Copyright: A property right in an original work of authorship fixed in any tangible medium of expression, giving the holder 
the exclusive right to reproduce, adapt and distribute the work. 

Critical Program Error: Any Program Error, whether or not known to the State, which prohibits or significantly impairs use 
of the Licensed Software as set forth in the documentation and intended in the contract. 

Customer Service: The process of ensuring customer satisfaction by providing assistance and advice on those products or 
services provided by the Contractor. 

Default: The omission or failure to perform a contractual duty. 

Demarc: Demarcation Point 

Deviation: Any proposed change(s) or alteration(s) to either the terms and conditions or deliverables within the scope of the 
written solicitation or contract. 

Evaluation: The process of examining an offer after opening to determine the vendor's responsibility, responsiveness to 
requirements. and to ascertain other characteristics of the offer that relate to determination of the successful award. 

Evaluation Committee: Committee(s) appointed by the requesting agency that advises and assists the procuring office in 
the evaluation of bids/proposals (offers made in response to written solicitations). 

Extension: Continuance of a contract for a specified duration upon the agreement of the parties beyond the original 
Contract Period. Not to be confused with "Renewal Period". 

Free on Board (F.O.B.) Destination: The delivery charges are included in the quoted price and prepaid by the vendor. 
Vendor is responsible for all claims associated with damages during delivery of product. 

Free on Board {F.O.B.) Point of Origin: The delivery charges are not included in the quoted price and are the 
responsibility of the agency. Agency is responsible for all claims associated with damages during delivery of product. 

Foreign Corporation: A foreign corporation that was organized and chartered under the laws of another state, government. 
or country. 

Installation Date: The date when the procedures described in "Installation by Contractor". and "Installation by State", as 
found in the RFP, or contract. are completed. 

Interested Party: A person, acting in their personal capacity, or an entity entering into a contract or other agreement 
creating a legal interest therein. 

Late Bid/Proposal: An offer received after the Opening Date and Time. 
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Licensed Software Documentation: The user manuals and any other materials in any form or medium customarily 
provided by the Contractor to the users of the Licensed Software which will provide the State with sufficient information to 
operate, diagnose, and maintain the Licensed Software properly, safely, and efficiently. 

Mandatory/Must: Required. compulsory, or obligatory. 

May: Discretionary, permitted; used to express possibility. 

Module (see System}: A collection of routines and data structures that perform a specific function of software. 

Must: See Mandatory/ Must and Shall/Will/Must. 

National Institute for Governmental Purchasing (NIGP): National Institute of Governmental Purchasing - Source used for 
assignment of universal commodity codes to goods and services. 

Open Market Purchase: Authorization may be given to an agency to purchase items above direct purchase authority due to 
the unique nature, price, quantity, location of the using agency, or time limitations by the AS Materiel Division, State 
Purchasing Bureau. 

Opening Date and Time: Specified date and time for the public opening of received, labeled, and sealed formal proposals. 

Operating System: The control program in a computer that provides the interface to the computer hardware and peripheral 
devices, and the usage and allocation of memory resources. processor resources, input/output resources, and security 
resources. 

Outsourcing: The contracting out of a business process which an organization may have previously performed internally or 
has a new need for, to an independent organization from which the process is purchased back. 

Payroll & Financial Center (PFC): Electronic procurement system of record. 

Performance Bond: An insurance agreement. accompanied by a monetary commitment. by which a third party (the surety) 
accepts liability and guarantees that the Contractor fulfills any and all obligations under the contract. 

Platform: A specific hardware and Operating System combination that is different from other hardware and Operating 
System combinations to the extent that a different version of the Licensed Software product is required to execute properly in 
the environment established by such hardware and Operating System combination. 

Point of Contact (POC): The person designated to receive communications and to communicate. 

Pre-Bid/Pre-Proposal Conference: A meeting scheduled for the purpose of clarifying a written solicitation and related 
expectations. 

Product: Something that is distributed commercially for use or consumption and that is usually (1) tangible personal 
property, (2) the result of fabrication or processing, and (3) an item that has passed through a chain of commercial 
distribution before ultimate use or consumption. 

Program Error: Code in Licensed Software which produces unintended results or actions, or which produces results or 
actions other than those described in the specifications. A program error includes. without limitation, any Critical Program 
Error. 

Program Set: The group of programs and products, including the Licensed Software specified in the RFP, plus any 
additional programs and products licensed by the State under the contract for use by the State. 

Project: The total scheme, program. or method worked out for the accomplishment of an objective, including all 
documentation, commodities, and services to be provided under the contract. 

Proposal: See Bid/Proposal. 

Proprietary Information: Proprietary information is defined as trade secrets, academic and scientific research work which 
is in progress and unpublished, and other information which if released would give advantage to business competitors and 
serves no public purpose (see Neb. Rev. Stat.§ 84-712.05(3}). In accordance with Attorney General Opinions 92068 and 
97033, proof that information is proprietary requires identification of specific named competitor(s) advantaged by release of 
the information and the demonstrated advantage the named competitor(s) would gain by the release of information. 
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Protest/Grievance: A complaint about a governmental action or decision related to a RFP or resultant contract, brought by 
a vendor who has timely submitted a bid response in connection with the award in question, to AS Materiel Division or 
another designated agency with the intention of achieving a remedial result. 

Public Proposal Opening: The process of opening correctly submitted offers at the time and place specified in the written 
solicitation and in the presence of anyone who wished to attend. 

Recommended Hardware Configuration: The data processing hardware (including all terminals, auxiliary storage, 
communication, and other peripheral devices) to the extent utilized by the State as recommended by the Contractor. 

Release Date: The date of public release of the written solicitation to seek offers. 

Renewal Period: Optional contract periods subsequent to the original Contract Period for a specified duration with 
previously agreed to terms and conditions. Not to be confused with Extension. 

Request for Information (RFI): A general invitation to vendors requesting information for a potential future solicitation. The 
RFI is typically used as a research and infonnation gathering tool for preparation of a solicitation. 

Request for Proposal (RFP): A written solicitation utilized for obtaining competitive offers. 

Responsible Bidder: A bidder who has the capability in all respects to perform fully and lawfully all requirements with 
integrity and reliability to assure good faith performance. 

Responsive Bidder: A bidder who has submitted a bid which conforms to all requirements of the solicitation document. 

Shall/Will/Must: An order/command; mandatory. 

Should: Expected; suggested, but not necessarily mandatory. 

Software License: Legal instrument with or without printed material that governs the use or redistribution of licensed 
software. 

Sole Source - Commodity: When an item is available from only one source due to the unique nature of the requirement, 
its supplier, or market conditions. 

Sole Source - Services: A service of such a unique nature that the vendor selected is clearly and justifiably the only 
practical source to provide the service. Determination that the vendor selected is justifiably the sole source is based on 
either the uniqueness of the service or sole availability at the location required. 

Specifications: The detailed statement, especially of the measurements, quality, materials. and functional characteristics, 
or other items to be provided under a contract. 

Statutory: These clauses are controlled by state law and are not subject to negotiation. 

Subcontractor: Individual or entity with whom the contractor enters a contract to perform a portion of the work awarded to 
the contractor. 

System (see Module): Any collection or aggregation of two (2) or more Modules that is designed to function, or is 
represented by the Contractor as functioning or being capable of functioning, as an entity. 

TECHNOLOGY REFRESH: The periodic replacement of equipment and updating of systems (software and hardware) to 
ensure continuing reliability of solution. 

Termination: Occurs when either Party, pursuant to a power created by agreement or law, puts an end to the contract prior 
to the stated expiration date. All obligations which are still executory on both sides are discharged but any right based on 
prior breach or performance survives. 

Third Party: Any person or entity, including but not limited to fiduciaries, shareholders, owners, officers, managers, 
employees. legally disinterested persons, and sub-contractors or agents, and their employees. It shall not include any entity 
or person who is an interested Party to the contract or agreement. 

Trade Secret: Information, including. but not limited to, a drawing, formula, pattern, compilation. program, device, method, 
technique, code, or process that (a) derives independent economic value, actual or potential, from not being known to, and 
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not being ascertainable by proper means by, other persons who can obtain economic value from its disclosure or use; and 
(b) is the subject of efforts that are reasonable under the circumstances to maintain its secrecy (see Neb. Rev. Stat. §87-
502(4)). 

Trademark: A word, phrase, logo, or other graphic symbol used by a manufacturer or vendor to distinguish its product from 
those of others. registered with the U.S. Patent and Trademark Office. 

Upgrade: Any change that improves or alters the basic function of a product or service. 

Vendor: An individual or entity lawfully conducting business in the State of Nebraska, or licensed to do so, who seeks to 
provide goods or services under the terms of a written solicitation. 

Vendor Performance Report: A report issued to the Contractor by State Purchasing Bureau when products or services 
delivered or performed fail to meet the terms of the purchase order. contract. and/or specifications, as reported to State 
Purchasing Bureau by the agency. The State Purchasing Bureau shall contact the Contractor regarding any such report. The 
vendor performance report will become a part of the permanent record for the Contractor. The State may require vendor to 
cure. Two such reports may be cause for immediate termination. 

Will: See ShallM/ill/Must. 

Work Day: See Business Day. 
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ACRONYM LIST 

VOiP -Voice Over Internet Protocol Telephony 

OCIO - Office of the Chief Information Officer 

RFP - Request for proposal 

PSTN - Public Switched Telephone Network 

SIP- Session Initiation Protocol 

PSC - Public Service Commission 

POTS - Plain old telephone service 

ASOC/USOC - Universal Service Ordering Code 

SFTP - Secure File Transfer Protocol 

NDM - Network Data Mover 

PMP- Project Management Plan 

PoE - Power over Ethernet 

IEEE - The Institute of Electrical and Electronic Engineers 

ACD - Automatic call distributor 

UCD - Uniform call distributor 

WAN-Wide area network 

QOS - Quality of Service 

1Pv6 - Internet Protocol Version 6 

DHCP - Dynamic Host Configuration Protocol 

MTIR -Mean time to repair 

E911 - Enhanced 911 

NEMA - Nebraska Emergency Management Agency 

FEMA - Federal Emergency Management Agency 

LEC - Local Exchange Carrier 

CLEC - Competitive Local Exchange Carrier 

CLASS - Centralized Local Area Selective Signaling 

PSAP - Public Safety Answering Port 
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I. PROCUREMENT PROCEDURE 

A. GENERAL INFORMATION 
The RFP is designed to solicit proposals from qualified Bidders who will be responsible for providing Hosted Voice 
Over Internet Protocol Telephony (VOiP) Service at a competitive and reasonable cost. 

Proposals shall conform to all instructions, conditions. and requirements included in the RFP. Prospective bidders 
are expected to carefully examine all documents, schedules, and requirements in this RFP, and respond to each 
requirement in the format prescribed. Proposals may be found non-responsive if they do not conform to the RFP. 

8. PROCURING OFFICE AND COMMUNICATION WITH STATE STAFF AND EVALUATORS 
Procurement responsibilities related to this RFP reside with the State Purchasing Bureau. The point of contact (POC} 
for the procurement is as follows: 

Name: 
Agency: 
Address: 

Telephone: 

E-Mail: 

Nancy StoranUAnnette Walton 
State Purchasing Bureau 
1526 K Street, Suite 130 
Lincoln, NE 68508 
402-471-6500 

as.materielpurchasing@nebraska.gov 

From the date the RFP is issued until the Intent to Award is issued, communication from the Bidder is limited to the 
POC listed above. After the Intent to Award is issued, the Bidder may communicate with individuals the State has 
designated as responsible for negotiating the contract on behalf of the State. No member of the State Government, 
employee of the State, or member of the Evaluation Committee is empowered to make binding statements regarding 
this RFP. The POC will issue any clarifications or opinions regarding this RFP in writing. Only the buyer can modify 
the RFP, answer questions, render opinions, and only the SPB or awarding agency can award a contract. Bidders 
shall not have any communication with, or attempt to communicate or influence any evaluator involved in this RFP. 

The following exceptions to these restrictions are permitted: 

1. Contact made pursuant to pre-existing contracts or obligations: 
2. Contact required by the schedule of events or an event scheduled later by the RFP POC; and 
3. Contact required for negotiation and execution of the final contract. 

The State reserves the right to reject a bidders proposal, withdraw an Intent to Award, or terminate a contract if the State 
determines there has been a violation of these procurement procedures. 
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C. SCHEDULE OF EVENTS 
The State expects to adhere to the procurement schedule shown below, but all dates are approximate and subject to 
change. 

ACTIVITY DATE/TIME 
1. Release RFP April 9, 2018 
2. Last day to submit "Notification of Intent to Attend Pre-Proposal 

April 16, 2018 Conference" 
3. Last day to submit written questions April 19, 2018 
4 . Mandatory Pre-Proposal Conference 

Location: State Purchasing Bureau 
1526 K Street, Suite 130 
Lincoln. NE 68508 April 26, 2018 

* Registration Advisement: 10:00 AM Central Time 
Bids will only be accepted from those Companies/Firms which properly 
register their attendance at this meeting by completing all of the required 
information on the State ReQistration Sheet. 

5. Last day to submit written questions after Pre-Proposal Conference May 3, 2018 
6. State responds to written questions through RFP "Addendum· and/or 

"Amendment" to be posted to the Internet at: and/or 
htto://das.nebraska.aov/materiel/ourchasina .html 

May 10, 2018 

7. Proposal opening 
Location: State Purchasing Bureau May 22, 2018 

1526 K Street. Suite 130 2:00 PM 
Lincoln, NE 68508 Central Time 

8. Review for conformance to RFP requirements May 22, 2018 
9. Evaluation period May 24, 2018 through June 7, 

2018 
10. "Oral Interviews/Presentations and/or Demonstrations" (if required) TBD 
11 . Post "Intent to Award" to Internet at: and/or 

June 18, 2018 htto://das.nebraska.aov/materiel/ourchasina.html 
12. Contract finalization period June 18, 2018 

through 
July 13, 2018 

13. Contract award July 16, 2018 
14. Contractor start date July 16, 2018 
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D. WRITTEN QUESTIONS AND ANSWERS 
Questions regarding the meaning or interpretation of any RFP provision must be submitted in writing to the State 
Purchasing Bureau and clearly marked "RFP Number 5824 Z1; Hosted Voice Over Internet Protocol Telephony 
(VOiP) Service Questions". The POC is not obligated to respond to questions that are received late per the Schedule 
of Events. 

Bidders should present, as questions. any assumptions upon which the Bidder's proposal is or might be developed. 
Proposals will be evaluated without consideration of any known or unknown assumptions of a bidder. The contract 
will not incorporate any known or unknown assumptions of a bidder. 

It is preferred that questions be sent via e-mail to as.materielpurchasing@nebraska.gov, but may be delivered 
by hand or by U.S. Mail. It is recommended that Bidders submit questions using the following format. 

RFPSection RFP Page Question 
Reference Number 

Written answers will be posted at http://das.nebraska.gov/materiel/purchasinq.html per the Schedule of Events. 

E. PRE-PROPOSAL CONFERENCE 
A pre-proposal conference will be held per the Schedule of Events. Attendance at the pre-proposal conference is 
mandatory in order to submit a proposal. Bidders will have an opportunity to ask questions at the conference to assist 
in the clarification and understanding of the RFP requirements. Questions that have a material impact on the RFP or 
process, and questions that are relevant to all bidders, will be answered in writing and posted at 
http://das.nebraska.gov/materiel/purchasinq.html. An answer must be posted to be binding on the State. The State 
will attempt to provide verbal answers to questions that do not impact the RFP or process. and are only of interest to 
an individual bidder during the conference. If a bidder feels it necessary to have a binding answer to a question that 
was answered verbally, the question should be submitted in writing per the Schedule of Events. 

F. NOTICE OF INTENT TO ATTEND MANDATORY PRE-PROPOSAL CONFERENCE 
Bidders should notify the POC of their intent to attend by submitting a "Notification of Intent to Attend the Pre-Proposal 
Conference Form" (see Form B) by hand-delivery, U.S. Mail, or email at as.materielpurchasing@nebraska.gov 

G. PRICES 
All prices, costs. and terms and conditions submitted in the proposal shall remain fixed and valid commencing on the 
opening date of the proposal until the contract terminates or expires. 

The State reserves the right to deny any requested price increase. No price increases are to be billed to any State 
Agencies prior to written amendment of the contract by the parties. 

H. SECRETARY OF STATE/TAX COMMISSIONER REGISTRATION REQUIREMENTS (Statutory) 
All bidders must be authorized to transact business in the State of Nebraska and comply with all Nebraska Secretary 
of State Registration requirements. The bidder who is the recipient of an Intent to Award will be required to certify 
that it has complied and produce a true and exact copy of its current (within ninety (90) calendar days of the intent to 
award) Certificate or Letter of Good Standing, or in the case of a sole proprietorship, provide written documentation 
of sole proprietorship and complete the United States Citizenship Attestation Fann. available on the Department of 
Administrative Services website at http://das.nebraska.gov/materiel/purchasing.html. This must be accomplished 
prior lo execution of the contract. 

I. ETHICS IN PUBLIC CONTRACTING 
The State reserves the right to reject bids, withdraw an intent to award or award, or terminate a contract if a bidder 
commits or has committed ethical violations, which include, but are not limited to: 

1. Offering or giving, directly or indirectly, a bribe, fee. commission, compensation, gift. gratuity, or anything 
of value to any person or entity in an attempt to influence the bidding process; 

2. Utilize the services of lobbyists, attorneys, political activists, or consultants to influence or subvert the 
bidding process; 

3. Being considered for, presently being, or becoming debarred, suspended. ineligible, or excluded from 
contracting with any state or federal entity: 

4. Submitting a proposal on behalf of another Party or entity; and 
5. Collude with any person or entity to influence the bidding process, submit sham proposals, preclude 

bidding, fix pricing or costs, create an unfair advantage, subvert the bid, or prejudice the State. 
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The Bidder shall include this clause in any subcontract entered into for the exclusive purpose of performing this 
contract. 

Bidder shall have an affirmative duty to report any violations of this clause by the Bidder throughout the bidding 
process, and throughout the term of this contract for the successful Bidder and their subcontractors. 

J. DEVIATIONS FROM THE REQUEST FOR PROPOSAL 
The requirements contained in the RFP become a part of the terms and conditions of the contract resulting from this 
RFP. Any deviations from the RFP in Sections II through VI must be clearly defined by the bidder in its proposal and, 
if accepted by the State, will become part of the contract. Any specifically defined deviations must not be in conflict 
with the basic nature of the RFP, requirements. or applicable state or federal laws or statutes. "Deviation", for the 
purposes of this RFP, means any proposed changes or alterations to either the contractual language or deliverables 
within the scope of this RFP. The State discourages deviations and reserves the right to reject proposed deviations. 

K. SUBMISSION OF PROPOSALS 
Bidders should submit one proposal marked on the first page: "ORIGINAL". If multiple proposals are submitted, the 
State will retain one copy marked "ORIGINAL" and destroy the other copies. The Bidder is solely responsible for any 
variance between the copies submitted. Proposal responses should include the completed Form A, "Bidder Contact 
Sheet". Proposals must reference the RFP number and be sent to the specified address. Please note that the 
address label should appear as specified in Section I B. on the face of each container or bidder's bid response 
packet. If a recipient phone number is required for delivery purposes, 402-471-6500 should be used. The RFP 
number should be included in all correspondence. 

Emphasis should be concentrated on conformance to the RFP instructions, responsiveness to requirements, 
completeness. and clarity of content. If the bidder's proposal is presented in such a fashion that makes evaluation 
difficult or overly time consuming the State reserves the right to reject the proposal as non-conforming. 

By signing the "Request for Proposal for Contractual Services" form, the bidder guarantees compliance with the 
provisions stated in this RFP. 

The State shall not incur any liability for any costs incurred by bidders in replying to this RFP. in the demonstrations 
and/or oral presentations, or in any other activity related to bidding on this RFP. 

The Technical and Cost Proposals Template should be presented in separate sections (loose-leaf binders are 
preferred) on standard 8 %" x 11" paper, except that charts, diagrams and the like may be on fold-outs which. when 
folded, fit into the 8 %" by 11" format. Pages may be consecutively n um be red for the entire proposal. or may be 
numbered consecutively within sections. Figures and tables should be numbered consecutively within sections. 
Figures and tables should be numbered and referenced in the text by that number. They should be placed as close 
as possible to the referencing text. 

L. BID PREPARATION COSTS 
The State shall not incur any liability for any costs incurred by Bidders in replying to this RFP, including any activity 
related to bidding on this RFP. 

M. FAILURE TO COMPLY WITH REQUEST FOR PROPOSAL 
Violation of the terms and conditions contained in this RFP or any resultant contract, at any time before or after the 
award, shall be grounds for action by the State which may include, but is not limited to. the following: 

1. Rejection of a bidder's proposal; 
2. Withdrawal of the Intent to Award; 
3. Withdrawal of the Award; 
4. Termination of the resulting contract; 
5. Legal action; and 
6. Suspension of the bidder from further bidding with the State for the period of time relative to the 

seriousness of the violation, such period to be within the sole discretion of the State. 

N. BID CORRECTIONS 
A bidder may correct a mistake in a bid prior to the time of opening by giving written notice to the State of intent to 
withdraw the bid for modification or to withdraw the bid completely. Changes in a bid after opening are acceptable 
only if the change is made to correct a minor error that does not affect price, quantity, quality, delivery, or contractual 
conditions. In case of a mathematical error in extension of price, unit price shall govern. 
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0 . LATE PROPOSALS 
Proposals received after the time and date of the proposal opening will be considered late proposals. Late proposals 
will be returned unopened, if requested by the bidder and at bidder's expense. The State is not responsible for 
proposals that are late or lost regardless of cause or fault. 

P. PROPOSAL OPENING 
The opening of proposals will be public and the bidders will be announced. Proposals WILL NOT be available for 
viewing by those present at the proposal opening. Vendors may contact the State to schedule an appointment for 
viewing proposals after the Intent to Award has been posted to the website. Once proposals are opened. they become 
the property of the State of Nebraska and will not be returned. 

Q. REQUEST FOR PROPOSAL/PROPOSAL REQUIREMENTS 
The proposals will first be examined to determine if all requirements listed below have been addressed and whether 
further evaluation is warranted. Proposals not meeting the requirements may be rejected as non-responsive. The 
requirements are: 

1. Original Request for Proposal for Contractual Services form signed using an indelible method; 
2. Clarity and responsiveness of the proposal; 
3. Completed Corporate Overview; 
4. Completed Sections II through VI; 
5. Completed Technical Approach; and 
6. Completed State Cost Proposal Template. 

R. EVALUATION COMMITTEE 
Proposals are evaluated by members of an Evaluation Committee(s). The Evaluation Committee(s) will consist of 
individuals selected at the discretion of the State. Names of the members of the Evaluation Committee(s) will not be 
published prior to the intent to award. 

Any contact, attempted contact. or attempt to influence an evaluator that is involved with this RFP may result in the 
rejection of this proposal and further administrative actions. 

S. EVALUATION OF PROPOSALS 
All proposals that are responsive to the RFP will be evaluated. Each evaluation category will have a maximum point 
potential. The State will conduct a fair, impartial, and comprehensive evaluation of all proposals in accordance with 
the criteria set forth below. Areas that will be addressed and scored during the evaluation include: 

1. Corporate Overview should include but is not limited to: 
a. the ability, capacity, and skill of the bidder to deliver and implement the system or project that 

meets the requirements of the RFP; 
b. the character, integrity, reputation, judgment, experience, and efficiency of the bidder; 
c. whether the bidder can perform the contract within the specified time frame; 
d. the quality of bidder performance on prior contracts; 
e. such other information that may be secured and that has a bearing on the decision to award the 

contract; 
2. Technical Approach; and, 
3. Cost Proposal. 

Neb. Rev. Stat. §73-107 allows for a preference for a resident disabled veteran or business located in a 
designated enterprise zone. When a state contract is to be awarded to the lowest responsible bidder, a resident 
disabled veteran or a business located in a designated enterprise zone under the Enterprise Zone Act shall be allowed 
a preference over any other resident or nonresident bidder, if all other factors are equal. 

Resident disabled veterans means any person (a) who resides in the State of Nebraska, who served in the 
United States Armed Forces, including any reserve component or the National Guard, who was discharged 
or otherwise separated with a characterization of honorable or general (under honorable conditions), and 
who possesses a disability rating letter issued by the United States Department of Veterans Affairs 
establishing a service-connected disability or a disability determination from the United States Department 
of Defense and (b)(i) who owns and controls a business or, in the case of a publicly owned business, more 
than fifty percent of the stock is owned by one or more persons described in subdivision (a) of this 
subsection and (ii) the management and daily business operations of the business are controlled by one or 
more persons described in subdivision(a) of this subsection. Any contract entered into without compliance 
with this section shall be null and void. 
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Therefore, if a resident disabled veteran or business located in a designated enterprise zone submits a proposal in 
accordance with Neb. Rev. Stat. §73-107 and has so indicated on the RFP cover page under "Bidder must complete 
the following" requesting priority/preference to be considered in the award of this contract, the following will need to 
be submitted by the vendor within ten (10) business days of request 

1. Documentation from the United States Armed Forces confirming service; 
2. Documentation of discharge or otherwise separated characterization of honorable or general (under 

honorable conditions); 
3. Disability rating letter issued by the United States Department of Veterans Affairs establishing a service

connected disability or a disability determination from the United States Department of Defense: and 
4. Documentation which shows ownership and control of a business or. in the case of a publicly owned 

business, more than fifty percent of the stock is owned by one or more persons described in subdivision 
(a} of this subsection; and the management and daily business operations of the business are controlled 
by one or more persons described in subdivision (a) of this subsection. 

Failure to submit the requested documentation within ten {10) business days of notice will disqualify the bidder from 
consideration of the preference. 

Evaluation criteria weighting will be released with the RFP. 

T. ORAL INTERVIEWS/PRESENTATIONS AND/OR DEMONSTRATIONS 
The State may determine after the completion of the Technical and Cost Proposal evaluation that oral 
interviews/presentations and/or demonstrations are required. Every bidder may not be given an opportunity to 
interview/present and/or give demonstrations; the State reserves the right, in its discretion, to select only the top 
scoring bidders to present/give oral interviews. The scores from the oral interviews/presentations and/or 
demonstrations will be added to the scores from the Technical and Cost Proposals. The presentation process will 
allow the bidders to demonstrate their proposal offering, explaining and/or clarifying any unusual or significant 
elements related to their proposals. Bidders' key personnel, identified in their proposal, may be requested to 
participate in a structured interview to determine their understanding of the requirements of this proposal, their 
authority and reporting relationships within their firm, and their management style and philosophy. Only 
representatives of the State and the presenting bidder will be permitted to attend the oral interviews/presentations 
and/or demonstrations. A written copy or summary of the presentation, and demonstrative information (such as 
briefing charts, et cetera} may be offered by the bidder, but the State reserves the right to refuse or not consider the 
offered materials. Bidders shall not be allowed to alter or amend their proposals. 

Once the oral interviews/presentations and/or demonstrations have been completed, the State reserves the right to 
make an award without any further discussion with the bidders regarding the proposals received. 

Any cost incidental to the oral interviews/presentations and/or demonstrations shall be borne entirely by the bidder 
and will not be compensated by the State. 

U. BEST AND FINAL OFFER 
If best and final offers (BAFO) are requested by the State and submitted by the bidder, they will be evaluated (using 
the stated BAFO criteria). scored, and ranked by the Evaluation Committee. The State reserves the right to conduct 
more than one Best and Final Offer. The award will then be granted to the highest scoring bidder. However, a bidder 
should provide its best offer in its original proposal. Bidders should not expect that the State will request a best and 
final offer. 

V. REFERENCE AND CREDIT CHECKS 
The State reserves the right to conduct and consider reference and credit checks. The State reserves the right to 
use third parties to conduct reference and credit checks. By submitting a proposal in response to this RFP, the bidder 
grants to the State the right to contact or arrange a visit in person with any or all of the bidder's clients. Reference 
and credit checks may be grounds to reject a proposal, withdraw an intent to award, or rescind the award of a contract. 

W. AWARD 
The State reserves the right to evaluate proposals and award contracts in a manner utilizing criteria selected at the 
State's discretion and in the State's best interest. After evaluation of the proposals. or at any point in the RFP process, 
the State of Nebraska may take one or more of the following actions: 

1. Amend the RFP; 
2. Extend the time of or establish a new proposal opening time; 
3. Waive deviations or errors in the State's RFP process and in bidder proposals that are not material, do not 

compromise the RFP process or a bidder's proposal. and do not improve a bidder's competitive position; 
4. Accept or reject a portion of or all of a proposal; 
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5. Accept or reject all proposals; 
6. Withdraw the RFP; 
7. Elect to rebid the RFP; 
8. Award single lines or multiple lines to one or more bidders; or, 
9. Award one or more all-inclusive contracts. 

The RFP does not commit the State to award a contract. Once intent to award decision has been determined, it will 
be posted to the Internet at: 
http://das.nebraska.gov/materiel/purchasing.html 

Grievance and protest procedure is available on the Internet at: 
http://das.nebraska.gov/materiel/purchasing.html 

Any protests must be filed by a bidder within ten (10) business days after the intent to award decision is posted to the 
Internet. 
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II. TERMS AND CONDITIONS 

Bidders should complete Sections II through VI as part of their proposal. Bidder is expected to read the Terms and 
Conditions and should initial either accept, reject. or reject and provide alternative language for each clause. The bidder should 
also provide an explanation of why the bidder rejected the clause or rejected the clause and provided alternate language. By 
signing the RFP, bidder is agreeing to be legally bound by all the accepted terms and conditions, and any proposed alternative 
terms and conditions submitted with the proposal. The State reserves the right to negotiate rejected or proposed alternative 
language. If the State and bidder fail to agree on the final Terms and Conditions, the State reserves the right to reject the 
proposal. The State of Nebraska is soliciting proposals in response to this RFP. The State of Nebraska reserves the right to 
reject proposals that attempt to substitute the bidder's commercial contracts and/or documents for this RFP. 

The bidders should submit with their proposal any license, user agreement. service level agreement, or similar documents that 
the bidder wants incorporated in the Contract. The State will not consider incorporation of any document not submitted with 
the bidder's proposal as the document will not have been included in the evaluation process. These documents shall be 
subject to negotiation and will be incorporated as addendums if agreed to by the Parties. 

If a conflict or ambiguity arises after the Addendum to Contract Award have been negotiated and agreed to. the Addendum to 
Contract Award shall be interpreted as follows: 

1. If only one Party has a particular clause then that clause shall control; 
2. If both Parties have a similar clause, but the clauses do not conflict, the clauses shall be read together: 
3. If both Parties have a similar clause. but the clauses conflict, the State's clause shall control. 

A. GENERAL 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

ALLO 

RFP Response 
(Initial) 

The contract resulting from this RFP shall incorporate the following documents: 

1. Request for Proposal and Addenda; 
2. Amendments to the RFP; 
3. Questions and Answers; 
4. Contractor's proposal (RFP and properly submitted documents); 
5. The executed Contract and Addendum One to Contract, if applicable; and, 
6. Amendments/Addendums to the Contract. 

These documents constitute the entirety of the contract. 

Unless otherwise specifically stated in a future contract amendment, in case of any conflict between the incorporated 
documents, the documents shall govern in the following order of preference with number one (1) receiving preference 
over all other documents and with each lower numbered document having preference over any higher numbered 
document: 1) Amendment to the executed Contract with the most recent dated amendment having the highest priority, 
2) executed Contract and any attached Addenda, 3) Amendments to RFP and any Questions and Answers, 4) the 
original RFP document and any Addenda, and 5) the Contractor's submitted Proposal. 

Any ambiguity or conflict in the contract discovered after its execution. not otherwise addressed herein, shall be 
resolved in accordance with the rules of contract interpretation as established in the State of Nebraska. 
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B. NOTIFICATION 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial} Alternative within 
RFP Response 

Hnitian 

Contractor and State shall identify the contract manager who shall serve as the point of contact for the executed 
contract. 

Communications regarding the executed contract shall be in writing and shall be deemed to have been given if 
delivered personally or mailed, by U.S. Mail, postage prepaid, return receipt requested, to the parties at their 
respective addresses set forth below, or at such other addresses as may be specified in writing by either of the parties. 
All notices, requests. or communications shall be deemed effective upon personal delivery or three (3) calendar days 
following deposit in the mail. 

C. GOVERNING LAW (Statutory) 
Notwithstanding any other provision of this contract. or any amendment or addendum(s) entered into 
contemporaneously or at a later time, the parties understand and agree that, (1) the State of Nebraska is a sovereign 
state and its authority to contract is therefore subject to limitation by the State's Constitution. statutes, common law, 
and regulation; (2) this contract will be interpreted and enforced under the laws of the State of Nebraska; (3} any 
action to enforce the provisions of this agreement must be brought in the State of Nebraska per state law; (4} the 
person signing this contract on behalf of the State of Nebraska does not have the authority to waive the State's 
sovereign immunity. statutes. common law, or regulations; (5) the indemnity, limitation of liability, remedy, and other 
similar provisions of the final contract, if any, are entered into subject to the State's Constitution, statutes, common 
law, regulations. and sovereign immunity; and, (6) all terms and conditions of the final contract, including but not 
limited to the clauses concerning third party use, licenses, warranties, limitations of liability, governing law and venue, 
usage verification, indemnity, liability, remedy or other similar provisions of the final contract are entered into 
specifically subject to the State's Constitution, statutes, common law, regulations, and sovereign immunity. 

The Parties must comply with all applicable local, state and federal laws, ordinances. rules, orders, and regulations. 

D. BEGINNING OF WORK 

Accept 
(Initial} 

ALLO 

Reject Reject & Provide NOTES/COMMENTS: 
(Initial) Alternative within 

RFP Response 
(Initial) 

The bidder shall not commence any billable work until a valid contract has been fully executed by the State and the 
successful Contractor. The Contractor will be notified in writing when work may begin . 

E. CHANGE ORDERS 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

The State and the Contractor, upon the written agreement, may make changes to the contract within the general 
scope of the RFP. Changes may involve specifications, the quantity of work, or such other items as the State may 
find necessary or desirable. Corrections of any deliverable, service, or work required pursuant to the contract shall 
not be deemed a change. The Contractor may not claim forfeiture of the contract by reasons of such changes. 
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The Contractor shall prepare a written description of the work required due to the change and an itemized cost sheet 
for the change. Changes in work and the amount of compensation to be paid to the Contractor shall be determined 
in accordance with applicable unit prices if any, a pro-rated value, or through negotiations. The State shall not incur 
a price increase for changes that should have been included in the Contractor's proposal, were foreseeable, or result 
from difficulties with or failure of the Contractor's proposal or performance. 

No change shall be implemented by the Contractor until approved by the State, and the Contract is amended to reflect 
the change and associated costs, if any. If there is a dispute regarding the cost, but both parties agree that immediate 
implementation is necessary, the change may be implemented. and cost negotiations may continue with both Parties 
retaining all remedies under the contract and law. 

F. NOTICE OF POTENTIAL CONTRACTOR BREACH 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

ALLO 

RFP Response 
(Initial) 

If Contractor breaches the contract or anticipates breaching the contract, the Contractor shall immediately give written 
notice to the State. The notice shall explain the breach or potential breach, a proposed cure, and may include a 
request for a waiver of the breach if so desired. The State may, in its discretion, temporarily or permanently waive 
the breach. By granting a waiver, the State does not forfeit any rights or remedies to which the State is entitled by 
law or equity, or pursuant to the provisions of the contract. Failure to give immediate notice, however, may be grounds 
for denial of any request for a waiver of a breach. 

G. BREACH 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

ALLO 

RFP Response 
{Initial) 

Either Party may terminate the contract, in whole or in part, if the other Party breaches its duty to perform its 
obligations under the contract in a timely and proper manner. Termination requires written notice of default and a 
thirty (30) calendar day (or longer at the non-breaching Party's discretion considering the gravity and nature of the 
default) cure period. Said notice shall be delivered by Certified Mail, Return Receipt Requested, or in person with 
proof of delivery. Allowing lime to cure a failure or breach of contract does not waive the right to immediately terminate 
the contract for the same or different contract breach which may occur at a different time. In case of default of the 
Contractor, the State may contract the service from other sources and hold the Contractor responsible for any excess 
cost occasioned thereby. 

The State's failure to make payment shall not be a breach, and the Contractor shall retain all available statutory 
remedies and protections. 
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H. NON-WAIVER OF BREACH 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

The acceptance of late performance with or without objection or reservation by a Party shall not waive any rights of 
the Party nor constitute a waiver of the requirement of timely performance of any obligations remaining to be 
performed. 

I. SEVERABILITY 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

If any term or condition of the contract is declared by a court of competent jurisdiction to be illegal or in conflict with 
any law, the validity of the remaining terms and conditions shall not be affected, and the rights and obligations of the 
parties shall be construed and enforced as if the contract did not contain the provision held to be invalid or illegal. 

J . INDEMNIFICATION 

Accept 
(Initial) 

ALLO 

Reject Reject & Provide NOTES/COMMENTS: 
(Initial) Alternative within 

RFP Response 
(Initial) 

1. GENERAL 
The Contractor agrees to defend, indemnify. and hold harmless the State and its employees, volunteers, 
agents, and its elected and appointed officials ("the indemnified parties") from and against any and all third 
party claims, liens, demands, damages, liability, actions. causes of action, losses, judgments. costs, and 
expenses of every nature, including investigation costs and expenses, settlement costs, and attorney fees 
and expenses ("the claims"), sustained or asserted against the State for personal injury, death, or property 
loss or damage, arising out of, resulting from, or attributable to the willful misconduct, negligence, error, or 
omission of the Contractor, its employees, Subcontractors, consultants, representatives. and agents, 
resulting from this contract, except to the extent such Contractor liability is attenuated by any action of the 
State which directly and proximately contributed to the claims. 

2. INTELLECTUAL PROPERTY 
The Contractor agrees it will, at its sole cost and expense, defend. indemnify, and hold harmless the 
indemnified parties from and against any and all claims, to the extent such claims arise out of. result from, 
or are attributable to, the actual or alleged infringement or misappropriation of any patent, copyright, trade 
secret, trademark, or confidential information of any third party by the Contractor or its employees, 
Subcontractors. consultants, representatives. and agents; provided, however, the State gives the Contractor 
prompt notice in writing of the claim. The Contractor may not settle any infringement claim that will affect 
the State's use of the Licensed Software without the State's prior written consent, which consent may be 
withheld for any reason. 

If a judgment or settlement is obtained or reasonably anticipated against the State's use of any intellectual 
property for which the Contractor has indemnified the State, the Contractor shall, at the Contractor's sole 
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cost and expense, promptly modify the item or items which were determined to be infringing, acquire a 
license or licenses on the State's behalf to provide the necessary rights to the State to eliminate the 
infringement, or provide the State with a non-infringing substitute that provides the State the same 
functionality. Al the State's election, the actual or anticipated judgment may be treated as a breach of 
warranty by the Contractor, and the State may receive the remedies provided under this RFP. 

3. PERSONNEL 
The Contractor shall, at its expense, indemnify and hold harmless the indemnified parties from and against 
any claim with respect to withholding taxes, worker's compensation, employee benefits, or any other claim. 
demand, liability, damage, or loss of any nature relating to any of the personnel. including subcontractor's 
and their employees, provided by the Contractor. 

4. SELF-INSURANCE 
The State of Nebraska is self-insured for any loss and purchases excess insurance coverage pursuant to 
Neb. Rev. Stat. § 81-8,239.01 (Reissue 2008). If there is a presumed loss under the provisions of this 
agreement, Contractor may file a claim with the Office of Risk Management pursuant to Neb. Rev. Stat.§§ 
81-8,829 - 81-8,306 for review by the State Claims Board. The State retains all rights and immunities under 
the State Miscellaneous (Section 81-8,294), Tort (Section 81-8,209), and Contract Claim Acts (Section 81-
8,302), as outlined in Neb. Rev. Stat. § 81-8.209 et seq. and under any other provisions of law and accepts 
liability under this agreement to the extent provided by law. 

5. ALL REMEDIES AT LAW 
Nothing in this agreement shall be construed as an indemnification by one Party of the other for liabilities of 
a Party or third parties for property loss or damage or death or personal injury arising out of and during the 
performance of this lease. Any liabilities or claims for property loss or damages or for death or personal 
injury by a Party or its agents, employees, contractors or assigns or by third persons shall be determined 
according to applicable law. 

6. The Parties acknowledge that Attorney General for the State of Nebraska is required by statute to 
represent the legal interests of the State, and that any provision of this indemnity clause is subject to the 
statutory authority of the Attorney General. 

K. ATTORNEY'S FEES 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

ALLO 

RFP Response 
(Initial) 

In the event of any litigation, appeal, or other legal action to enforce any provision of the contract, the Parties agree 
to pay all expenses of such action, as permitted by law and if order by the court, including attorney's fees and costs, 
if the other Party prevails. 

L. LIQUIDATED DAMAGES 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

Failure to meet the dates for the deliverables as agreed upon by the parties may result in an assessment of liquidate 
damages due the State as noted below. Contractor will be notified in writing when liquidated damages will commence. 
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In events where the Contractor does not correct invoices, the State reserves the right to pursue one or more of the 
following remedies: 

1. Withholding of payment on disputed invoices. 
2. "Vendor Performance Report" Filed with Materiel Division. 
3. Removing or suspending Contractor from State vendor list. 
4. Additional legal action as deemed appropriate by the State. 

Accurate billing, timely invoice delivery, and billing dispute resolutions are required, and repeated failure to meet 
these requirements will result in liquidated damages that compensate the State for all costs including labor for such 
resolutions. The State may choose to deduct an amount equal to the hourly labor rate for employees time spent 
identifying and disputing billing errors and tracking credits for billing errors. All billing error~ must be corrected and/or 
credited within 60 days 

FOR SERVICE DELIVERY NONCOMPLIANCE 
For all orders placed after initial installation. committed due dates from the Contractor must be honored or liquidated 
damages may be assessed. If the committed due date for installation is not met within one day of the scheduled date. 
the Contractor must waive all installation charges, including labor for that particular order. If the install is not 
completed within three (3) days of the committed due date the Contractor must further waive the first month of charges 
for the services that are delayed. 

M. ASSIGNMENT, SALE, OR MERGER 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

Either Party may assign the contract upon mutual written agreement of the other Party. Such agreement shall not be 
unreasonably withheld. 

The Contractor retains the right to enter into a sale, merger, acquisition, internal reorganization, or similar transaction 
involving Contractor's business. Contractor agrees to cooperate with the State in executing amendments to the 
contract to allow for the transaction. If a third party or entity is involved in the transaction, the Contractor will remain 
responsible for performance of the contract until such time as the person or entity involved in the transaction agrees 
in writing to be contractually bound by this contract and perform all obligations of the contract. 

N. CONTRACTING WITH OTHER NEBRASKA POLITICAL SUB-DIVISIONS 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

The Contractor may, but shall not be required to, allow agencies, as defined in Neb. Rev. Stat. §81-145, to use this 
contract. The terms and conditions. including price, of the contract may not be amended. The State shall not be 
contractually obligated or liable for any contract entered into pursuant to this clause. A listing of Nebraska political 
subdivisions may be found at the website of the Nebraska Auditor of Public Accounts. 
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0 . FORCE MAJEURE 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

ALLO 

RFP Response 
(Initial) 

Neither Party shall be liable for any costs or damages, or for default resulting from its inability to perform any of its 
obligations under the contract due to a natural or manmade event outside the control and not the fault of the affected 
Party ("Force Majeure Event"). The Party so affected shall immediately make a written request for relief to the other 
Party, and shall have the burden of proof to justify the request. The other Party may grant the relief requested; relief 
may not be unreasonably withheld. Labor disputes with the impacted Party's own employees will not be considered 
a Force Majeure Event. 

P. CONFIDENTIALITY 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) {Initial) Alternative within 

ALLO 

RFP Response 
(Initial) 

All materials and information provided by the Parties or acquirad by a Party on behalf of the other Party shall be 
regarded as confidential information. All materials and information provided or acquired shall be handled in 
accordance with federal and state law, and ethical standards. Should said confidentiality be breached by a Party, the 
Party shall notify the other Party immediately of said breach and take immediate corrective action. 

It is incumbent upon the Parties to inform their officers and employees of the penalties for improper disclosure 
imposed by the Privacy Act of 1974, 5 U.S.C. 552a. Specifically, 5 U.S.C. 552a (i)(1). which is made applicable by 5 
U.S.C. 552a (m)(1), provides that any officer or employee, who by virtue of his/her employment or official position 
has possession of or access to agency records which contain individually identifiable information. the disclosure of 
which is prohibited by the Privacy Act or regulations established thereunder, and who knowing that disclosure of the 
specific material is prohibited, willfully discloses the material in any manner to any person or agency not entitled to 
receive it, shall be guilty of a misdemeanor and fined not more than $5,000. 

Q. EARLY TERMINATION 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

RFP Response 
(Initial) ' 

ALLO 

The contract may be terminated as follows: 
1. The State and the Contractor, by mutual written agreement, may terminate the contract at any time. 
2. The State, in its sole discretion, may terminate the contract for any reason upon thirty (30) calendar day's 

written notice to the Contractor. Such termination shall not relieve the Contractor of warranty or other 
service obligations incurred under the terms of the contract. In the event of termination the Contractor shall 
be entitled to payment, determined on a pro rata basis. for products or services satisfactorily performed or 
provided. 

3. The State may terminate the contract immediately for the following reasons: 
a. if directed to do so by statute; 
b. Contractor has made an assignment for the benefit of creditors, has admitted in writing its inability 

to pay debts as they mature, or has ceased operating in the normal course of business; 
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c. a trustee or receiver of the Contractor or of any substantial part of the Contractor's assets has 
been appointed by a court; 

d. fraud, misappropriation, embezzlement, malfeasance, misfeasance, or illegal conduct pertaining 
to performance under the contract by its Contractor, its employees, officers, directors, or 
shareholders; 

e. an involuntary proceeding has been commenced by any Party against the Contractor under any 
one of the chapters of Title 11 of the United States Code and (i) the proceeding has been pending 
for at least sixty (60) calendar days; or (ii) the Contractor has consented, either expressly or by 
operation of Jaw, to the entry of an order for relief: or (iii) the Contractor has been decreed or 
adjudged a debtor; 

f. a voluntary petition has been filed by the Contractor under any of the chapters of Title 11 of the 
United States Code; 

g. Contractor intentionally discloses confidential information; 
h. Contractor has or announces it will discontinue support of the deliverable; and, 
i. In the event funding is no longer available. 

R. CONTRACT CLOSEOUT 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

Upon contract closeout for any reason the Contractor shall within 30 days. unless stated otherwise herein: 

1. Transfer all completed or partially completed deliverables to the State; 
2. Transfer ownership and title to all completed or partially completed deliverables to the State: 
3. Return to the State all information and data. unless the Contractor is permitted to keep the information or 

data by contract or rule of law. Contractor may retain one copy of any information or data as required to 
comply with applicable work product documentation standards or as are automatically retained in the 
course of Contractor's routine back up procedures; 

4. Cooperate with any successor Contactor, person or entity in the assumption of any or all of the obligations 
of this contract; 

5. Cooperate with any successor Contactor, person or entity with the transfer of information or data related 
to this contract; 

6. Return or vacate any state owned real or personal property; and, 
7. Return all data in a mutually acceptable format and manner. 

Nothing in this Section should be construed to require the Contractor to surrender intellectual property, real or 
personal property, or information or data owned by the Contractor for which the State has no legal claim. 
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Ill. CONTRACTOR DUTIES 

A. INDEPENDENT CONTRACTOR I OBLIGATIONS 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

RFP Response 
(Initial) 

ALLO 

It is agreed that the Contractor is an independent contractor and that nothing contained herein is intended or should 
be construed as creating or establishing a relationship of employment. agency, or a partnership. 

The Contractor is solely responsible for fulfilling the contract. The Contractor or the Contractor's representative shall 
be the sole point of contact regarding all contractual matters. 

The Contractor shall secure, at its own expense, all personnel required to perform the services under the contract. 
The personnel the Contractor uses to fulfill the contract shall have no contractual or other legal relationship with the 
State: they shall not be considered employees of the State and shall not be entitled to any compensation, rights or 
benefits from the State, including but not limited to, tenure rights. medical and hospital care, sick and vacation leave, 
severance pay, or retirement benefits. 

By-name personnel commitments made in the Contractor's proposal shall not be changed without the prior written 
approval of the State. Replacement of these personnel, if approved by the State. shall be with personnel of equal or 
greater ability and qualifications. 

All personnei assigned by the Contractor to the contract shall be employees of the Contractor or a subcontractor, and 
shall be fully qualified to perform the work required herein. Personnel employed by the Contractor or a subcontractor 
to fulfill the terms of the contract shall remain under the sole direction and control of the Contractor or the 
subcontractor respectively. 

With respect to its employees, the Contractor agrees to be solely responsible for the following: 

1. Any and all pay, benefits, and employment taxes and/or other payroll withholding; 
2. Any and all vehicles used by the Contractor's employees. including all insurance required by state law; 
3. Damages incurred by Contractor's employees within the scope of their duties under the contract; 
4. Maintaining Workers· Compensation and health insurance that complies with state and federal Jaw and 

submitting any reports on such insurance to the extent required by governing law; and 
5. Determining the hours to be worked and the duties to be performed by the Contractor's employees. 
6. All claims on behalf of any person arising out of employment or alleged employment (including without limit 

claims of discrimination alleged against the Contractor, its officers, agents, or subcontractors or 
subcontractor· s employees) 

If the Contractor intends to utilize any subcontractor, the subcontractor's level of effort, tasks, and time allocation 
should be clearly defined in the bidder's proposal. The Contractor shall agree that it will not utilize any subcontractors 
not specifically included in its proposal in the performance of the contract without the prior written authorization of the 
State. 

The State reserves the right to require the Contractor to reassign or remove from the project any Contractor or 
subcontractor employee. 

Contractor shall insure that the terms and conditions contained in any contract with a subcontractor does not conflict 
with the terms and conditions of this contract. 

The Contractor shall include a similar provision, for the protection of the State, in the contract with any Subcontractor 
engaged to perform work on this contract. 
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B. EMPLOYEE WORK ELIGIBILITY STATUS 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

{Initial) Alternative within 
RFP Response 

(Initial) 

The Contractor is required and hereby agrees to use a federal immigration verification system to determine the work 
eligibility status of employees physically performing services within the State of Nebraska. A federal immigration 
verification system means the electronic verification of the work authorization program authorized by the Illegal 
Immigration Reform and Immigrant Responsibility Act of 1996, 8 U.S.C. 1324a, known as the E-Verify Program, or 
an equivalent federal program designated by the United States Department of Homeland Security or other federal 
agency authorized to verify the work eligibility status of an employee. 

If the Contractor is an individual or sole proprietorship, the following applies: 

1. The Contractor must complete the United States Citizenship Attestation Form, available on the 
Department of Administrative Services website at http://das.nebraska.gov/materiel/purchaslng.html 

The completed United States Attestation Form should be submitted with the RFP response. 

2. If the Contractor indicates on such attestation form that he or she is a qualified alien, the Contractor agrees 
to provide the US Citizenship and Immigration Services documentation required to verify the Contractor's 
lawful presence in the United States using the Systematic Alien Verification for Entitlements (SAVE) 
Program. 

3. The Contractor understands and agrees that lawful presence in the United States is required and the 
Contractor may be disqualified or the contract terminated if such lawful presence cannot be verifred as 
required by Neb. Rev. Stat. §4-108. 

C. COMPLIANCE WITH CIVIL RIGHTS LAWS AND EQUAL OPPORTUNITY EMPLOYMENT/ 
NONDISCRIMINATION (Statutory) 

The Contractor shall comply with all applicable local, state, and federal statutes and regulations regarding civil rights 
laws and equal opportunity employment. The Nebraska Fair Employment Practice Act prohibits Contractors of the 
State of Nebraska, and their Subcontractors, from discriminating against any employee or applicant for employment, 
with respect to hire, tenure, terms, conditions, compensation, or privileges of employment because of race, color, 
religion, sex, disability, marital status, or national origin (Neb. Rev. Stat. §48-1101 to 48-1125). The Contractor 
guarantees compliance with the Nebraska Fair Employment Practice Act, and breach of this provision shall be 
regarded as a material breach of contract. The Contractor shall insert a similar provision in all Subcontracts for 
services to be covered by any contract resulting from this RFP. 

D. COOPERATION WITH OTHER CONTRACTORS 

Accept 
(Initial) 

ALLO 

Reject Reject & Provide NOTES/COMMENTS: 
(Initial) Alternative within 

RFP Response 
(Initial) 

Contractor may be required to work with or in close proximity to other contractors or individuals that may be working 
on same or different projects. The Contractor shall agree to cooperate with such other contractors or individuals, and 
shall not commit or permit any act which may interfere with the performance of work by any other contractor or 
individual. Contractor is not required to compromise Contractor's intellectual property or proprietary information 
unless expressly required to do so by this contract. 
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E. PERMITS, REGULATIONS, LAWS 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

ALLO 

RFP Response 
(Initial) 

The contract price shall include the cost of all royalties, licenses, permits, and approvals, whether arising from patents, 
trademarks, copyrights or otheiwise, that are in any way involved in the contract. The Contractor shall obtain and 
pay for all royalties. licenses. and permits, and approvals necessary for the execution of the contract. The Contractor 
must guarantee that it has the full legal right to the materials, supplies, equipment. software. and other items used to 
execute this contract. 

F. OWNERSHIP OF INFORMATION AND DATA/ DELIVERABLES 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

ALLO 

- RFP Response 
(Initial} 

The State shall have the unlimited right to publish, duplicate, use, and disclose all information and data developed or 
obtained by the Contractor on behalf of the State pursuant to this contract. 

The State shall own and hold exclusive title to any deliverable developed as a result of this contract. Contractor shall 
have no ownership interest or title. and shall not patent, license, or copyright. duplicate, transfer, sell, or exchange, 
the design, specifications, concept, or deliverable. 

G. INSURANCE REQUIREMENTS 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

The Contractor shall throughout the term of the contract maintain insurance as specified herein and provide the State 
a current Certificate of Insurance/Acord Form (COi) verifying the coverage. The Contractor shall not commence work 
on the contract until the insurance is in place. If Contractor subcontracts any portion of the Contract the Contractor 
must, throughout the term of the contract. either: 
1. Provide equivalent insurance for each subcontractor and provide a COi verifying the coverage for the 

subcontractor; 
2. Require each subcontractor to have equivalent insurance and provide written notice to the State that the 

Contractor has verified that each subcontractor has the required coverage; or. 
3. Provide the State with copies of each subcontractor's Certificate of Insurance evidencing the required 

coverage. 
The Contractor shall not allow any Subcontractor to commence work until the Subcontractor has equivalent insurance. 
The failure of the State to require a COi, or the failure of the Contractor to provide a COi or require subcontractor 
insurance shall not limit, relieve, or decrease the liability of the Contractor hereunder. 

In the event that any policy written on a claims-made basis terminates or is canceled during the term of the contract 
or within one (1) years of termination or expiration of the contract, the contractor shall obtain an extended discovery 
or reporting period, or a new insurance policy, providing coverage required by this contract for the term of the contract 
and one (1) years following termination or expiration of the contract. 
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If by the terms of any insurance a mandatory deductible is required, or if the Contractor elects to increase the 
mandatory deductible amount. the Contractor shall be responsible for payment of the amount of the deductible in the 
event of a paid claim. 

Notwithstanding any other clause in this Contract, the State may recover up to the liability limits of the insurance 
policies required herein. 

1. WORKERS' COMPENSATION INSURANCE 
The Contractor shall take out and maintain during the life of this contract the statutory Workers' 
Compensation and Employer's Liability Insurance for all of the contactors' employees to be engaged in work 
on the project under this contract and. in case any such work is sublet, the Contractor shall require the 
Subcontractor similarly to provide Worker's Compensation and Employer's Liability Insurance for all of the 
Subcontractor's employees to be engaged in such work. This policy shall be written to meet the statutory 
requirements for the state in which the work is to be performed, including Occupational Disease. The policy 
shall include a waiver of subrogation in favor of the State. The COi shall contain the mandatory COi 
subrogation waiver language found hereinafter. The amounts of such insurance shall not be less than 
the limits stated hereinafter. For employees working in the State of Nebraska, the policy must be written by 
an entity authorized by the Stale of Nebraska Department of Insurance to write Workers' Compensation and 
Employer's Liability Insurance for Nebraska employees. 

2. COMMERCIAL GENERAL LIABILITY INSURANCE AND COMMERCIAL AUTOMOBILE LIABILITY 
INSURANCE 
The Contractor shall take out and maintain during the life of this contract such Commercial General Liability 
Insurance and Commercial Automobile Liability Insurance as shall protect Contractor and any Subcontractor 
performing work covered by this contract from claims for damages for bodily injury, including death, as well 
as from claims for property damage, which may arise from operations under this contract. whether such 
operation be by the Contractor or by any Subcontractor or by anyone directly or indirectly employed by either 
of them, and the amounts of such insurance shall not be less than limits stated hereinafter. 

The Commercial General Liability Insurance shall be written on an occurrence basis. and provide 
Premises/Operations, Products/Completed Operations. Independent Contractors, Personal Injury, and 
Contractual Liability coverage. The policy shall include the State, and others as required by the 
contract documents, as Additional lnsured(s). This policy shall be primary, and any insurance or 
self-insurance carried by the State shall be considered secondary and non-contributory. The COi 
shall contain the mandatory COi liability waiver language found hereinafter. The Commercial 
Automobile Liability Insurance shall be written to cover all Owned, Non-owned, and Hired vehicles. 
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REQUIRED INSURANCE COVERAGE 
COMMERCIAL GENERAL LIABILITY 

General Anoreoate $2,000.000 
Products/Completed Operations $2,000,000 
Annreaate 
Personal/Advertisinq lniurv $1.000,000 oer occurrence 
Bodilv lniurv/Prooertv Damaae $1,000,000 oer occurrence 

Medical Pavments $10,000 any one person 
Damaae to Rented Premises <Fire) $300,000 each occurrence 
Contractual Included 
XCU Liability (Explosion, Collapse, and Included 
Underqround DamaAe) 
lndeoendent Contractors Included 
Abuse & Molestation Included 

If higher limits are required, the Umbrella/Excess Liability limits are allowed to satisfy the higher 
limit. 
WORKER'S COMPENSATION 

Emolovers Liabilitv Limits $500K/$500K/$500K 
Statutory Limits- All States Statutorv - State of Nebraska 
USL&H Endorsement Statutorv 
Voluntarv Compensation Statutorv 

COMMERCIAL AUTOMOBILE LIABILITY 
Bodily lniurv/Propertv Damaae $1.000.000 combined single limit 
Include AU Owned, Hired & Non-Owned Included 
Automobile liability 
Motor Carrier Act Endorsement Where Aoolicable 

UMBRELLA/EXCESS LIABILITY 
Over Primary Insurance $5,000,000 per occurrence 

PROFESSIONAL LIABILITY 
All Other Professional Liability (Errors & 
Omissions) 

$1,000,000 Per Claim/ Aggregate 

COMMERCIAL CRIME 
Crime/Employee Dishonesty Including 3rd $1,000,000 
Party Fidelity 

CYBER LIABILITY 
Breach of Privacy. Security Breach, Denial $10,000,000 
of Service, Remediation, Fines and 
Penalties 

MANDATORY COi SUBROGATION WAIVER LANGUAGE 
"Workers' Compensation policy shall include a waiver of subrogation in favor of the State of 
Nebraska." 

MANDATORY COi LIABILITY WAIVER LANGUAGE 
"Commercial General Liability & Commercial Automobile Liability policies shall name the Stale of 
Nebraska as an Additional Insured and the policies shall be primary and any insurance or self-
insurance carried by the State shall be considered secondary and non-contributory as additionally 
insured." 

If the mandatory COi subrogation waiver language or mandatory COi liability waiver language on the COi 
states that the waiver is subject to, condition upon, or otheiwise limit by the insurance policy, a copy of the 
relevant sections of the policy must be submitted with the COi so the State can review the limitations 
imposed by the insurance policy. 

3. EVIDENCE OF COVERAGE 
The Contractor shall furnish the Contract Manager, with a certificate of insurance coverage complying with 
the above requirements prior to beginning work at: 

Office of the CIO 
Attn: Controller 
501 South 141h Street 
Lincoln, NE 68508 
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These certificates or the cover sheet shall reference the RFP number, and the certificates shall include the 
name of the company, policy numbers, effective dates, dates of expiration, and amounts and types of 
coverage afforded. If the State is damaged by the failure of the Contractor to maintain such insurance, then 
the Contractor shall be responsible for all reasonable costs properly attributable thereto. 

Reasonable notice of cancellation of any required insurance policy must be submitted to the contract 
manager as listed above when issued and a new coverage binder shall be submitted immediately to ensure 
no break in coverage. 

4. DEVIATIONS 
The insurance requirements are subject to limited negotiation. Negotiation typically includes, but is not 
necessarily limited to, the correct type of coverage, necessity for Workers' Compensation, and the type of 
automobile coverage carried by the Contractor. 

H. ANTITRUST 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

The Contractor hereby assigns to the State any and all claims for overcharges as to goods and/or services provided 
in connection with this contract resulting from antitrust violations which arise under antitrust laws of the United States 
and the antitrust laws of the State. 

I. CONFLICT OF INTEREST 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial} Alternative within 
RFP Response 

(Initial) 

By submitting a proposal, bidder certifies that there does not now exist a relationship between the bidder and any 
person or entity which is or gives the appearance of a conflict of interest related to this RFP or project. 

The bidder certifies that it shall not take any action or acquire any interest, either directly or indirectly, which will 
conflict in any manner or degree with the performance of its services hereunder or which creates an actual or an 
appearance of conflict of interest. 

The bidder certifies that it will not knowingly employ any individual known by bidder to have a conflict of interest. 

The Parties shall not knowingly, for a period of two years after execution of the contract. recruit or employ any 
employee or agent of the other Party who has worked on the RFP or project. or who had any influence on decisions 
affecting the RFP or project. 
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J. ST ATE PROPERTY 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

ALLO 

RFP Response 
flnitial) 

The Contractor shall be responsible for the proper care and custody of any State-owned property which is furnished 
for the Contractor's use during the performance of the contract. The Contractor shall reimburse the State for any loss 
or damage of such property; normal wear and tear is expected. 

K. SITE RULES AND REGULATIONS 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

ALLO 

RFP Response 
(Initial} 

The Contractor shall use its best efforts to ensure that its employees. agents. and Subcontractors comply with site 
rules and regulations while on State premises. If the Contractor must perform on-site work outside of the daily 
operational hours set forth by the State, it must make arrangements with the State to ensure access to the facility and 
the equipment has been arranged. No additional payment will be made by the State on the basis of lack of access, 
unless the State fails to provide access as agreed to in writing between the State and the Contractor. 

L. ADVERTISING 

Accept Reject Reject & Provide NOTESICOMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

The Contractor agrees not to refer to the contract award in advertising in such a manner as to state or imply that the 
company or its services are endorsed or preferred by the State. Any publicity releases pertaining to the project shall 
not be issued without prior written approval from the State. 

M. NEBRASKA TECHNOLOGY ACCESS STANDARDS (Statutory) 

Contractor shall review the Nebraska Technology Access Standards, found at http://nitc.nebraska.gov/standards/2-
201.html and ensure that products and/or services provided under the contract are in compliance or will comply with 
the applicable standards to the greatest degree possible. In the event such standards change during the Contractor's 
performance, the State may create an amendment to the contract to request the contract comply with the changed 
standard at a cost mutually acceptable to the parties. 
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N. DISASTER RECOVERY/BACK UP PLAN 

Accept Reject Reject & Provide NOTESJCOMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

The Contractor shall have a disaster recovery and back-up plan, of which a copy should be provided upon request to 
the State, which includes, but is not limited to equipment, personnel, facilities. and transportation, in order to continue 
services as specified under the specifications in the contract in the event of a disaster. 

0 . DRUG POLICY 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

Contractor certifies it maintains a drug free work place environment to ensure worker safety and workplace integrity. 
Contractor agrees to provide a copy of its drug free workplace policy at any time upon request by the State. 
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IV. PAYMENT 

A. PROHIBITION AGAINST ADVANCE PAYMENT (Statutory) 

Payments shall not be made until contractual deliverable(s) are received and accepted by the State. 

B. TAXES (Statutory) 

The State is not required to pay taxes and assumes no such liability as a result of this solicitation. Any property tax 
payable on the Contractor's equipment which may be installed in a state-owned facility is the responsibility of the 
Contractor. 

C. INVOICES 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial} (Initial) Alternative within 

ALLO 

RFP Response 
(Initial) 

Invoices for payments must be submitted by the Contractor to the agency requesting the services with sufficient detail 
to support payment. AU invoicing requirements can be found in Attachments A, B, and C. Invoices shall be submitted 
to AS Accounting 1526 K St. Suite 240, Lincoln. NE 68508 .The terms and conditions included in the Contractor's 
invoice shall be deemed to be solely for the convenience of the parties. No terms or conditions of any such invoice 
shall be binding upon the State, and no action by the State. including without limitation the payment of any such 
invoice in whole or in part, shall be construed as binding or estopping the State with respect to any such term or 
condition. unless the invoice term or condition has been previously agreed to by the State as an amendment to the 
contract. 

D. INSPECTION AND APPROVAL 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) (Initial) Alternative within 

ALLO 

RFP Response 
(Initial) 

Final inspection and approval of all work required under the contract shall be performed by the designated State 
officials. 

The State and/or its authorized representatives shall have the right to enter any premises where the Contractor or 
Subcontractor duties under the contract are being performed, and to inspect, monitor or otherwise evaluate the work 
being performed. All inspections and evaluations shall be at reasonable times and in a manner that will not 
unreasonably delay work. 

E. PAYMENT 

Accept Reject Reject & Provide NOTES/COMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

State will render payment to Contractor when the terms and conditions of the contract and specifications have been 
satisfactorily completed on the part of the Contractor as solely determined by the State. (Neb. Rev. Stat. Section 73-
506(1 )) Payment will be made by the responsible agency in compliance with the State of Nebraska Prompt Payment 
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Act (See Neb. Rev. Stat. §81-2401 through 81-2408). The State may require the Contractor to accept payment by 
electronic means such as ACH deposit. In no event shall the State be responsible or liable to pay for any services 
provided by the Contractor prior to the Effective Date of the contract, and the Contractor hereby waives any claim or 
cause of action for any such services. 

F. LATE PAYMENT (Statutory} 

The Contractor may charge the responsible agency interest for late payment in compliance with the State of Nebraska 
Prompt Payment Act (See Neb. Rev. Stat. §81-2401 through 81-2408). 

G. SUBJECT TO FUNDING/ FUNDING OUT CLAUSE FOR LOSS OF APPROPRIATIONS 

Accept Reject Reject & Provide NOTESICOMMENTS: 
(Initial) 

ALLO 

(Initial) Alternative within 
RFP Response 

(Initial) 

The State's obligation to pay amounts due on the Contract for a fiscal years following the current fiscal year is 
contingent upon legislative appropriation of funds. Should said funds not be appropriated, the State may terminate 
the contract with respect to those payments for the fiscal year{s) for which such funds are not appropriated. The 
State will give the Contractor written notice thirty (30) calendar days prior to the effective date of termination. All 
obligations of the State to make payments after the termination date will cease. The Contractor shall be entitled to 
receive just and equitable compensation for any authorized work which has been satisfactorily completed as of the 
termination date. In no event shall the Contractor be paid for a loss of anticipated profit. 

H. RIGHT TO AUDIT (First Paragraph is Statutory) 

Accept 
(Initial) 

ALLO 

Reject Reject & Provide NOTES/COMMENTS: 
(Initial) Alternative within 

RFP Response 
(Initial) 

The State shall have the right to audit the Contractor's performance of this contract upon a 30 days' written notice. 
Contractor shall utilize generally accepted accounting principles. and shall maintain the accounting records, and other 
records and information relevant to the contract (Information) to enable the State to audit the contract. The State 
may audit and the Contractor shall maintain, the Information during the term of the contract and for a period of five 
{5) years after the completion of this contract or until all issues or litigation are resolved, whichever is tater. The 
Contractor shall make the Information available to the State at Contractor's place of business or a location acceptable 
to both Parties during normal business hours. If this is not practical or the Contractor so elects, the Contractor may 
provide electronic or paper copies of the Information. The State reserves the right to examine. make copies of, and 
take notes on any Information relevant to this contract. regardless of the form or the Information. how it is stored, or 
who possesses the Information. Under no circumstance will the Contractor be required to create or maintain 
documents not kept in the ordinary course of contractor's business operations, nor will contractor be required to 
disclose any information. including but not limited to product cost data, which is confidential or proprietary to 
contractor. 

The Parties shall pay their own costs of the audit unless the audit finds a previously undisclosed overpayment by the 
State. If a previously undisclosed overpayment exceeds one-half of one {.5%) of the total contract billings, or if fraud, 
material misrepresentations. or non-performance is discovered on the part of the Contractor, the Contractor shall 
reimburse the State for the total costs of the audit. Overpayments and audit costs owed to the State shall be paid 
within ninety days of written notice of the claim. The Contractor agrees to correct any material weaknesses or 
condition found as a result of the audit. 
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V. PROJECT DESCRIPTION AND SCOPE OF WORK 

The bidder should provide the following information in response to this RFP. 

Proposals are being sought for the purpose of securing the most cost efficient Hosted Voice Over Internet Protocol Telephony 
(VOiP) Services. This solution will replace the State's Centrex service in select locations throughout the State as defined in 
Attachment D. The purpose of this RFP is to provide for phone service that includes the most up-to-date VOiP features and 
functionality as a hosted service with equipment ownership, maintenance and service remaining with the Contractor. 

A. VOiP HOSTING 
This RFP provides three options for bidding: 

Option A, Office of the Chief Information Officer (OCIO)-Hosted Solution, 
Option B, Carrier-Hosted Solution, and; 
Option C, an Alternate Solution. 

Bidders may bid on any or all options. In order for a bid to be considered for more than one option, a complete, 
separate proposal (Corporate, Technical, and Cost) must be submitted for EACH option. Each proposal submitted 
must clearly identify which option is being bid. The State will evaluate all proposals submitted within each separate 
option, (Option A, OCIO-Hosted, Option B, Carrier-Hosted, and Option C, Alternate) the highest scoring bidder will 
be identified for each option (A, B, C). The State will then make a determination as to which option will best meet the 
State's needs and make an award to the highest scoring bidder for that option. 

The following defines the intent of this RFP: 

1. Option A: OCIO-Hosted Solution: 
The proposed solution's application in hardware, software, licensing, and all associated equipment would 
be maintained. supported, and managed by the Contractor and should be installed at the State's data 
Center. Network necessary to transport VOiP from the core platform out to the desktop would be owned 
and maintained by the State. PSTN connectivity resources will be provided hy thA StatA using SIP trunks. 
See Attachment A for additional requirements. 

2. Option B: Carrier-Hosted Solution: 
This service will be provided by a PSC certified telecommunications carrier. The proposed solution's 
application hardware. software, licensing, all associated equipment infrastructure will be owned and 
maintained by the Contractor on the Contractor's premises. All connectivity necessary to deliver 
proposed service to the OCIO aggregation points in the Lincoln and Omaha data centers will be provided 
by the Contractor. Network necessary to transport VOiP from the Contractor's aggregation point in the 
State Data center out to the desktop would be owned and maintained by the State. 
See Attachment B for additional requirements. 

3. Option C: An Alternate solution: Other configurations could be proposed. 
See Attachment C for additional requirements. 

Office of the Chief lnfonnation Officer 
The Nebraska OCIO is directly responsible for this project. The OCIO provides, for the State of Nebraska, leadership, 
project management, planning, implementation, and support services for Information Technology for the State of 
Nebraska. The OCIO will provide support for the project, including support for the technical planning. implementation, 
testing and maintenance of the new solution. 

B. PROJECT OVERVIEW 
The State currently utilizes traditional Centrex products to provide digital and analog telephony services in many 
locations. The purpose of this RFP is to secure a replacement of these services. 

C. PROJECT ENVIRONMENT 
The current telephony environment is a mix of Carrier provided Centrex, POTS lines, and State operated Cisco 
solutions. Integration with the bidders proposed solution may be possible if that integration is feasible and 
economical. Any proposed solution that integrates in a manner that reduces cost and increases current network 
resiliency and redundancy would be preferred however, is not required. See Attachment D for a list of current Centrex 
quantities by City. Bidder MUST be able to provide service to ALL communities listed on Attachment D and any other 
community within the State of Nebraska as deemed necessary during the course of the contract. 
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D. SCOPE OF WORK 
The State is soliciting proposals for a qualified Contractor to provide a managed VOiP solution that will replace the 
current Centrex environment. Please see Attachment A - OCIO Hosted Solution, Attachment B - Carrier Hosted 
Solution and Attachment C - Alternative Solution for technical requirements. 
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VI. PROPOSAL INSTRUCTIONS 
This section documents the requirements that should be met by bidders in preparing the Technical and Cost Proposal. Bidders 
should identify the subdivisions of "Project Description and Scope of Work" clearly in their proposals; failure to do so may result 
in disqualification. Failure to respond to a specific requirement may be the basis for elimination from consideration during the 
State's comparative evaluation. 

Proposals are due by the date and time shown in the Schedule of Events. Content requirements for the Technical and Cost 
Proposal are presented separately in the following subdivisions; format and order: 

A. PROPOSAL SUBMISSION 

1. REQUEST FOR PROPOSAL FORM 
By signing the "RFP for Contractual Services" form, the bidder guarantees compliance with the provisions 
stated in this RFP. agrees to the Terms and Conditions stated in this RFP unless otherwise agreed to, and 
certifies bidder maintains a drug free work place environment. 

The RFP for Contractual Services form must be signed using an indelible method (not electronically) and 
relurned per the schedule of events in order to be considered for an award. 

Sealed proposals must be received in the State Purchasing Bureau by the date and time of the proposal 
opening per the Schedule of Events. No late proposals will be accepted. No electronic, e-mail, fax. voice, 
or telephone proposals will be accepted. 

It is the responsibility of the bidder to check the website for all information relevant to this solicitation to 
include addenda and/or amendments issued prior to the opening date. Website address is as follows: 
http://das.nebraska.gov/materiel/purchasing. html 

Further, Sections II through VII must be completed and returned with the proposal response. 

2 . CORPORATE OVERVIEW 
The Corporate Overview section of the Technical Proposal should consist of the following subdivisions: 

a. BIDDER IDENTIFICATION AND INFORMATION 
The bidder should provide the full company or corporate name, address of the company's 
headquarters, entity organization (corporation. partnership, proprietorship}, state in which the 
bidder is incorporated or otherwise organized to do business. year in which the bidder first 
organized to do business and whether the name and form of organization has changed since first 
organized. 
ALLO Response: 
Full Company Name: ALLO Communications LLC 
Address of Headquarters: 121 South 131h Street, Lincoln NE 68508 
Entity Organization: Limited Liability Company (LLC) 
State Incorporated: NE 
Year organized: 2002 

b. FINANCIAL STATEMENTS 
The bidder should provide financial statements applicable to the firm. If publicly held, the bidder 
should provide a copy of the corporation's most recent audited financial reports and statements. 
and the name, address, and telephone number of the fiscally responsible representative of the 
bidder's financial or banking organization. 

If the bidder is not a publicly held corporation. either the reports and statements required of a 
publicly held corporation. or a description of the organization, including size, longevity, client base, 
areas of specialization and expertise. and any other pertinent information, should be submitted in 
such a manner that proposal evaluators may reasonably formulate a determination about the 
stability and financial strength of the organization. Additionally, a non-publicly held firm should 
provide a banking reference. 

The bidder must disclose any and all judgments, pending or expected litigation, or other real or 
potential financial reversals, which might materially affect the viability or stability of the organization, 
or state that no such condition is known to exist. 

The State may elect to use a third party to conduct credit checks as part of the corporate overview 
evaluation. 
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ALLO Response: Financials: see attached Nelnet Inc. 10K as of 12/31/2017 

Banking Info: Union Bank & Trust 
3643 S 481h St 
Lincoln NE 68506 
Phone: 402.488.0941 

c. CHANGE OF OWNERSHIP 
If any change in ownership or control of the company is anticipated during the twelve (12) months 
following the proposal due date, the bidder should describe the circumstances of such change and 
indicate when the change will likely occur. Any change of ownership to an awarded vendor(s) will 
require notification to the State. 
ALLO Response: The only organizational change since 2002 is the 12/2015 acquisition of 80% of 
ALLO by Nelnet, Inc. 

d. OFFICE LOCATION 
The bidder's office location responsible for performance pursuant to an award of a contract with 
the State of Nebraska should be identified. 
ALLO Response: ALLO Communications 

330 S 21st 
Lincoln. Ne 68510 

e. RELATIONSHIPS WITH THE STATE 
The bidder should describe any dealings with the State over the previous two (2) years. If the 
organization, its predecessor, or any Party named in the bidder's proposal response has contracted 
with the State, the bidder should identify the contract number(s) and/or any other information 
available to identify such contract(s). If no such contracts exist, so declare. 
ALLO Response: ALLO provides service to State of Nebraska on awarded bids for voice and data. 

f. BIDDER·S EMPLOYEE RELATIONS TO STATE 
If any Party named in the bidder's proposal response is or was an employee of the State within the 
past twenty four (24) months, identify the individual( s) by name, State agency with whom employed, 
job title or position held with the State, and separation date. If no such relationship exists or has 
existed, so declare. 

If any employee of any agency of the State of Nebraska is employed by the bidder or is a 
Subcontractor to the bidder, as of the due date for proposal submission, identify all such persons 
by name. position held with the bidder, and position held with the State (including job title and 
agency). Describe the responsibilities of such persons within the proposing organization. If, after 
review of this information by the State, it is determined that a conflict of interest exists or may exist, 
the bidder may be disqualified from further consideration in this proposal. If no such relationship 
exists, so declare. 
ALLO Response: ALLO employees working on this contract have not been an employee of the 
State of Nebraska for the last 24 months. 

g. CONTRACT PERFORMANCE 
If the bidder or any proposed Subcontractor has had a contract terminated for default during the 
past five { 5) years, all such instances must be described as required below. Termination for default 
is defined as a notice to stop performance delivery due to the bidder's non-performance or poor 
performance, and the issue was either not litigated due to inaction on the part of the bidder or 
litigated and such litigation determined the bidder to be in default. 

It is mandatory that the bidder submit full details of all termination for default experienced during 
the past five (5) years, including the other Party's name, address, and telephone number. The 
response to this section must present the bidder's position on the matter. The State will evaluate 
the facts and will score the bidder's proposal accordingly. If no such termination for default has 
been experienced by the bidder in the past five (5) years, so declare. 

tf at any lime during the past five (5} years, the bidder has had a contract terminated for 
convenience, non-performance, non-allocation of funds, or any other reason. describe fully all 
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circumstances surrounding such termination, including the name and address of the other 
contracting Party. 
ALLO Response: ALLO has not had a contract terminated for convenience, non-performance, non
allocation of funds, or any other reason in the past 5 years. 

h. SUMMARY OF BIDDER'S CORPORATE EXPERIENCE 
The bidder should provide a summary matrix listing the bidder's previous projects similar to this 
RFP in size, scope, and complexity. The State will use no more than three (3) narrative project 
descriptions submitted by the bidder during its evaluation of the proposal. 

The bidder should address the following: 

1. Provide narrative descriptions to highlight the similarities between the bidder's experience and this 
RFP. These descriptions should include: 

a) The time period of the project; 
b) The scheduled and actual completion dates; 
c) The Contractor's responsibilities; 
d) For reference purposes, a customer name (including the name of a contact 

person, a current telephone number, a facsimile number, and e-mail address); 
and 

e) Each project description should identify whether the work was performed as the 
prime Contractor or as a Subcontractor. If a bidder performed as the prime 
Contractor, the description should provide the originally scheduled completion 
date and budget, as well as the actual (or currently planned) completion date and 
actual (or currently planned) budget. 

ALLO Response: 
Executive Summary 

ALLO Communications is a Nebraska Eligible Telecommunications Carrier certified by the 
Nebraska Public Service Commission in 2003. We are a Nebraska-based and Nebraska-owned 
communications company offering fiber optic local telephone, long distance. broadband. internet 
and television services and telephone equipment to governmental entities, businesses and 
residents in Nebraska. We believe our technology advantage combined with superior Nebraska
based customer service is our competitive advantage. 

ALLO has more than 500 telecom professionals in Nebraska installing and operating our all-fiber 
networks. Our parent company, Nelnet (NYSE-NNI), has an additional 2,500 Nebraska employees 
providing call center, information technology, and executive support enhancing ALLO's current and 
future capabilities. By the year end 2018, ALLO expects to have ubiquitous fiber that passes the 
governmental entities. businesses. and residents in Nebraska communities totaling more than 
400,000 population, or more than 40% of the Nebraska population outside of the Omaha metro 
area. Through on-going investments from corporate cash flows and Nelnet's investment-grade 
debt rating, ALLO expects to continue our rapid local fiber expansion in Nebraska and neighboring 
states. 

ALLO has reviewed and understands the requirements of RFP 5824 21. ALLO agrees to comply 
with the Terms and Conditions as described in ALLO's response to the request for proposal. 

ALLO's solution will utilize our existing network connections to the State of Nebraska's network in 
Omaha. Lincoln, and Scottsbluff creating valuable redundancy and disaster-recovery capabilities. 
Additionally, ALLO will (at no incremental non-recurring charge) expand our fiber facilities to 
connect significant locations for this RFP located in our current and future markets providing 
unmatched fiber coverage for the State of Nebraska. 

Telecom Expertise 

ALLO is excited to offer the State of Nebraska our solution for converting existing Centrex to a more 
modern solution. ALLO has successfully partnered with the State of Nebraska in converting 
Centrex services in other parts of Nebraska. ALLO will not only provide the same high quality 
customer service, but also continue to serve the State of Nebraska with a team that has remained 
very consistent over the past decade including Brad Moline-President, Allison O'Neil-VP Customer 
Operations, Jeff Kuenne-EVP Network Operations, Nick Colton-Director Technical Services, and 
Christina Peterson-Manager Enterprise Customer Service. With our Lincoln expansion, additions 
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to the team make ALLO's service team stronger including Kathy Carstenson-Director Business 
Sales. Tim Hahn - Business Sales Engineer, Sonya Pinneo Manager of Hosted PBX Specialist 
and our 400 person local Lincoln team. 

In 2018. ALLO virtualized our Metaswitch to add capabilities and redundancy from locations in 
Denver, Colorado and Bellevue. Nebraska. The project, which included expanding capacity on our 
regional network. was complex but readies ALLO for future needs of the State of Nebraska and our 
other customers. ALLO continues to be the Nebraska leader in telecommunications capabilities 
and in our opinion with our recent upgrades and expansion has widened the gap from our 
competitors. 

1) Home Real Estate 2015 through 2016 
Home Real Estate and ALLO teamed up in 2015 to provide a Hosted PBX solution 7 locations and 
over 180 HPBX phones, auto attendants and music and voice mail. HPBX was installed using 
customers· existing network to provide the HPBX phones to all their Lincoln and Grand Island 
offices. ALLO worked closely with Home Real Estate voice and data team to make sure the QoS 
was set correctly to provide crystal clear voice quality. Home Real Estate has several locations a 
schedule was set by Home Real Estate and ALLO to cut each department over one at a time. Our 
HPBX team interviewed each department and designed the call flow to meet the customer needs. 
they programed the phones, set the phones out and tested the phones. Once everyone was 
satisfied with the testing results a date was set to cut them over. ALLO remained on site until all 
questions had been answered and customer was satisfied. 
The installation time was longer than usual because the customer was in the process of building a 
new building and they wanted to wait until they moved in. 

Now that we are local in Lincoln ALLO is installing fiber to each location to provide DR for the voice. 
By installing a separate fiber feed into the building the voice will have a back feed in case the data 
network should go down. The HPBX phone lines will automatically switch over to the ALLO network 
if our HPBX system senses the call can't be completed. 

All work was completed by ALLO employees. ALLO worked closely with Home Services/Home 
Real Estate Corp to make sure the transition is hassle free. 

Reference: 
Ben Dinger - 402-434-3737 

2) Landscapes Unlimited. 10/20/15 through 12/15/15 
Landscapes Unlimited has 2 locations with over 80 HPBX Lines. ALLO installed the HPBX over 

customer network connecting locations. ALLO worked with the IT team to make sure the customer 
network could handle voice. Once the customer owned POE switches were programed and tested 
ALLO interviewed, programed the phones and trained both offices. 

All work was completed by ALLO employees. ALLO worked closely with Landscapes Unlimited to 
make the transition is hassle free. 

Reference: 
Brad Jurgensen - 402-423-6653 

3) State of Nebraska 
During the fourth quarter of 2006, ALLO converted substantially all of the Centrex lines (450 
stations in numerous locations) that were previously with Embarq to ALLO's service in Scottsbluff 
and Gering. The project included replacing outdated telephones where needed with IP 
telephones, upgrading services on the IP and analog telephones, and adding numerous vertical 
features. The time frame for the project included work to be completed by October 1, 2006. The 
time frame was not possible due to the fact that long runs of fiber needed to be constructed and 
the contract was awarded with a very short time frame to complete. ALLO worked with the Office 
of the CIO to complete the project on a mutually agreed upon revised completion date. The 
project was completed at the rates stated in the contract. 

The State of Nebraska is now served entirely by a fiber-based service that includes modern 
telephones (where requested) and modern capabilities. The fiber has allowed ALLO to increase 
the number of lines needed at a facility without additional construction. In most cases, additional 
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lines have been live in 24 hours. Data connectivity has also been modified in an immediate time 
frame when necessary. 

ALLO Communications also provides services for the Health and Human Services Scottsbluff call 
center, Network Nebraska connections, and various other services. 

ALLO was the prime contractor on the project and did not use subcontractors except for fiber 
construction. This solution includes use of LAN extensions, voicemail, call distribution and other 
features of ALLO's hosted PBX solutions. 

Reference-
Bob Howard, Lana Brox. Jayne Scofield, Jim Sheets 
State of Nebraska 
Office of the CIO 
Lincoln, NE 

4) ALLO Communications: 2002 on going 2018 
ALLO had over 400 employees and we all use all our Hosted PBX solution features. We have 

offices in Lincoln, North Platte, Alliance, Bridgeport. Ogallala. Scottsbluff and Gering. 

Reference: 
Brad Moline - 308-633-7802 

2. Contractor and Subcontractor(s) experience should be listed separately. Narrative descriptions 
submitted for Subcontractors should be specifically identified as Subcontractor projects. 
ALLO Response: ALLO does not intend to use Subcontractors. If the need should change, ALLO 
will meet with OCIO to make sure they approve of our selection. 

3. If the work was performed as a Subcontractor, the narrative description should identify the same 
information as requested for the Contractors above. In addition, Subcontractors should identify 
what share of contract costs, project responsibilities. and time period were performed as a 
Subcontractor. 
ALLO Response: ALLO does not intend to use Subcontractors. If the need should change, ALLO 
will meet with OCIO to make sure they approve of our selection. 

i. SUMMARY OF BIDDER'S PROPOSED PERSONNEUMANAGEMENT APPROACH 
The bidder should present a detailed description of its proposed approach to the management of 
the project. 

The bidder should identify the specific professionals who will work on the State's project if their 
company is awarded the contract resulting from this RFP. The names and titles of the team 
proposed for assignment to the State project should be identified in full, with a description of the 
team leadership, interface and support functions, and reporting relationships. The primary work 
assigned to each person should also be identified. 

The bidder should provide resumes for all personnel proposed by the bidder to work on the project. 
The State will consider the resumes as a key indicator of the bidder's understanding of the skill 
mixes required to carry out the requirements of the RFP in addition to assessing the experience of 
specific individuals. 

Resumes should not be longer than three (3) pages. Resumes should include, at a minimum, 
academic background and degrees. professional certifications, understanding of the process, and 
at least three (3) references (name, address, and telephone number) who can attest to the 
competence and skill level of the individual. Any changes in proposed personnel shall only be 
implemented after written approval from the State. 

ALLO Response: 
ALLO has selected the following project team that has years of telephony experience, leadership, 
large depth of knowledge on installation best practices and technology excellence. 
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N•m• Tltl• Reoort To Ru ponslblo fot 

Tim Hahn S.:itcs Enginccr/Proiecl K.atlw C.uitc1n.o" P1oltcl M,1ngastr 
!Tadd Van,choi>lc~ Sales Engi,,/)~, K~thv C:u~tPn~nn Supporl ln P1nject m•••a~• 
I ond tfa~lcd POX Spr,,ci• li,l 

Krist..ln Cros-s A<conl Mange, Ch•h Pek'r~on NISC, ht line" of trouble-, 
billing av•• all cu,tomer 
(USIOn\Cr iDt'tilis,1 

Thomas Sche•I• Ho,t•d PllX Sp«i•lit t Sonva Pin nieoo Customer interview. site 

sur(~. ptosr.aming, te1ti,1g 
and lr.ilnfn~. 

M.1th<'w Grcenwo Hos led PBX Speciah,l Sony..t Pinneo Cunon,cr interview, sHe 

! 
IUtvt, proguminS, t~\ting 
;1nd 1r.iin,n1t. 

jKvle Nichols Ho,iod PDX Speci•li>t Ch,h l>t>lcuon Customer ;nlE"tvi1::w, sitt: 
surve. prog,.an,in3, tutil"lg 

I ,ind tr• lnlnR, 

1
orew Robert< Network Engint-cr Jill McDaniel Work w,th IT te•m 10 make 

I sure network is. set up. 

i 1/0HCP Qos and VIANSI 

jlayG, ogg Network Engineer Ml McD•nid Wor~ with IT learn lo mak-, 

sure nPtwnrk i~ t.~t up. 

l (OHCP,Oo> •nr1 VlANSl 
jK,:uhy C.trslt'n'.on Dircdor or SaJe:!. B<ad Mo lino OYrr aU project and 

I cuiton" t t~e~cat}on.~. 

j . DEDICATED SUPPORT AND REPAIR TEAM 
The bidder must provide a single point of contact who is qualified to support the activities of order, 
installation and repair. The bidder must provide a list of personnel who will be assigned to the 
contract resulting from this RFP, as well as a current resume for each. 

The State reserves the right to require the Contractor to replace any account team representative 
when the State determines that their performance is less than satisfactory. The Contractor must 
agree to make any requested replacement within 30 calendar days. 

The bidder must provide a list of contacts and telephone numbers for personnel who can be called 
upon during emergencies. These contacts must have the authority to expedite the installation 
and/or restoration of State service, and be willing to work directly with OCIO personnel 24 hours a 
day, 365 days a year. These Contractor personnel may be contacted periodically and their contact 
numbers verified as the OCIO conducts preparedness exercises. 
ALLO Response: ALLO understands and accepts. 
Tim Hahn will be the single point of contact for the installation of contract. 
After installation, Kristin Cross will be your account manager for any questions or to report trouble. 
If additional services and support are needed, Kristin will involve the appropriate personnel at 
ALLO. 

See the following escalation list for services. 
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Name Title Report To Responsible for 
Tim Hahn Sales Engineer/Project Kathy Carstenson Project Mangager 

Manager 
Kristan Cross Accunt Manger Chris Peterson NISC, 1st line oftrouble, 

billing over all customer 

customer spedlist 

Thomas Scheele Hosted PBX Specialist Sonya Pinneo Customer interview, site 

surve, programing, testing 
and training. 

Kyle Nichol~ Hosted PBX Specialist Chris Peterson Customer interview, site 
surve, programing, testing 

and training. 

Kathy Ca rstenson Oirt-ctor of Sales Brad Moline Over all project and 
customer expec.ations. 

NOC 888·760-2SS6 Jason Wisman 24x7 Support number for 

Enterprize customers. 

l~T LEVEL 
On Dutylechnldan z-Allore11alrCBC@alloehone.n1t 888-760-2556 

{1~
1 

HOUR) 

2"4 LEVEL Darryl Phllllps 
.Q.P-hlllies~@alloehonjl.nel 

720-372-4663 x6001 (0) 

(2'"0
HOUR) NOC Supervisor 303·507·2694 (M} 

3"1LEVEL Larry lee, Jr. 308-633-7997 (0) 

(3'd HOUR) 
Sr. Manaser, Network llet lr@a!lggbooe,o~1 

Operations 
720·232·5016 {Ml 

4th i..EVEL Jason Wlinman 308-633-79;4 (0) 

(41h HOUR) 
Oiredor, Network jwissman@alloRhone.ne1 

Operations 
720-438,8648 {M) 

S1
h LEVEL Jeff Kuenne 308·633-7822 (O} 

15th HOUR) 
VP, Network jkuenne@allo~!ion~.net 

Operations. 
816-716-7224 {M) 

k. PERSONNEL AND MANAGEMENT APPROACH 
A major factor in the success of the Project is the degree of collaboration between Contractor staff, 
the OCIO, and Agency staff. The Contractor is expected to work with key OCIO stakeholders, 
management and subject matter experts throughout the business and technology enterprise when 
conducting the project activities and developing the work products and deliverables. The 
Contractor is required to propose a project approach that incorporates the involvement of the OCIO 
staff in order to obtain information and feedback necessary to produce quality work products and 
deliverables. 

In recognition of this, the OCIO has established a dedicated project team and management 
structure that will participate with the Contractor on the project. The bidders shall propose a project 
approach that incorporates assignments to the OCIO staff to affect knowledge transfer and 
collaborate in producing project deliverables. The meaningful participation of the OCIO throughout 
the project is critical to the successful operation of the VOiP system. While OCIO staff will 
participate in all contract activities, the Contractor remains responsible for the creation of all 
deliverables. 
ALLO Response: 
ALLO Hosted PBX Communication's policy is substantially the same philosophy that ALLO has 
utilized over the past decade supporting the OCIC. ALLO support personnel will perform the duties 
listed below and work closely with the OCIO project team to deliver excellent voice services in a 
hassle-free manner. 

After the contract award a kick off meeting wilt be scheduled to introduce the OCIO project team to 
ALLO's OCIO project team. 

Prior to any work being completed, we must agree on the following: 
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•· Customer Contact details (OCIO dedicated project team and management) 
• ALLO's Hosted PBX Proposal meetscustomer expectations 

• Site Suivey Requirements 

• Existing Infrastructure 

• Expected Time Schedules 

• Other project dependencies 

• End User Training 

Project Manager Responsibilities: 

• Preparation of detailed project plan 

• Manage Scope and schedules 

• Ensure project standards are followed 

• Ensure quality of deliverables 

• Communicate project progress to stake holders at regular predetermined inteivals 

• Escalate any issues encountered and support in resolving the same. 

• Responsible for scope change management 

• 
• Documentation 

• Key stakeholder in the go/no-go decision. 

• Project Handover (end of project installation) 

• 30 Day and on-going follow up 

The Project Manager will be your main point of contact throughout the installation project. They 
will be responsible for working with OCIO project team to generate the project time line and 
assigning tasks to all team members. 

Hosted Support Specialist is the lead specialist on installations. 
Hosted Support Specialist Responsibilities: 

• Equipment pre-checks 
• Programming discussions 
• Installation of equipment 
• Carrying out programming and configuration 
• Organize end user Training 
• Basic user training 
• Administrator training 
• Project handover (end of installation project) 
• Verify site suiveys are completed and site is ready for HPBX phone installation. 

Network Engineer Responsibilities: 

• Support for the Hosted Support Specialist 

• Responsible for ·oHCP requirements 

• Network switch settings/QoS 

• VLAN Tag 

• 
• With the OCIO IT team, ensure the network is optimized for voice services utilizing best 

practices. 

Customer Contact Details 
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• OCIO Project Leader 

• OCIO project team 

• Site contacts (for each site} 

Survey Requirements 

The ALLO network engineers and hosted PBX specialist will verify that each site is ready for the 
project including cabling for hosted PBX phones and network verification. 

LAN / WANS - ALLO and OCIO project personnel will discuss and document OCIO local network 
design including: 

• Network Switches 

• Router/ Firewall 

• MPLS/VPN 

• DHCP Server 

Expected Time Lines 

Mutually agreed upon time lines will be set once the overall project is defined including installation, 
testing, and turnover of the individual sites and the project as a whole. 

End User Training 

ALLO offers a wide range of training for Hosted PBX users. Our professional trainers will tailor a 
training course to match OCIO business needs including basic, call center agent, and administrator 
instruction. Training will be completed by Hosted PBX Specialist. 

Telephone Handset Training 

User training will cover all aspects of their handset features. Our basic user training includes 
answering, transferring and holding calls, accessing and programming speed dials, conferencing, 
diverting and utilizing all feature buttons. 

• Recommended class size would not excedd 12 users and 45 minutes. 

• Training may extend to 1hr 30mins ifvoicemail and end user software training is 
incorporated 

Voice Mail Training 

ALLO's voice mail user training is often concurrent with handset training. These sessions cover 
setup, mailbox personalization. etiquette, diverting calls from handset to the voicemail, accessing 
the voicemail system internally and remotely, and other common feature operations. 

Call Center Supervisor/ Manager Training 

This training session is suitable for anyone managing call center/ contact center statistical & MIS 
or call center administration responsibilities. The training course will cover: Report generation, 
filtering of statistics by extensions. agents and hunt groups, screen layouts, real time & historical 
call reporting and agent profiles and more. 

Call Center Agent Training 

Call center users/agents will receive interactive training including call handling, answering 
conditions, logging in and out of groups, break/pause, wrap-up and other call center features. 

System Administrator Training 
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The system administrator course occurs post-installation and held on the customer site within 2-4 
weeks of conversion. This course is for personnel responsible for the system programming, 
making moves and changes on the telephone system and will cover the following areas of phone 
system programming: 

• Extension / Users/ Agents setup 

• Hunt/ ACD groups 

• Lines & DDI programming 

• Voice mail boxes 

• Call routing announcements I comfort messages 

• Voice mail to email setup 

Duration: 2 hrs - maximum attendees 4 staff 

Summary 

ALLO Communications will provide a professional experience and recognize your needs as a 
customer. Once the Hosted PBX installation completes and the telecom engineers leave,. ALLO 
will continue to support your needs as we have for the past decade. ALLO's service team, account 
manager and sales representative will continue to assist with your eveiyday needs. 

I. DEDICATED SUPPORT AND REPAIR TEAM 
The bidder must provide a single point of contact who is qualified to support the activities of order, 
installation and repair. The bidder must provide a list of personnel who will be assigned to the 
contract resulting from this RFP, as well as a current resume for each. 

The State reserves the right to require the Contractor to replace any account team representative 
when the State determines that their performance is less than satisfactoiy. The Contractor must 
agree to make any requested replacement within 30 calendar days. 

The bidder must provide a list of contacts and telephone numbers for personnel who can be called 
upon during emergencies. These contacts must have the authority to expedite the installation 
and/or restoration of State service, and be willing to work directly with OCIO personnel 24 hours a 
day, 365 days a year. These Contractor personnel may be contacted periodically and their contact 
numbers verified as the OCIO conducts preparedness exercises. 
ALLO Response: ALLO understands and accepts. 
Tim Hahn will be the single point of contact for the installation of contract. 
After the installation, Kristin Cross will be your account manager for any questions or issues. See 
the following escalation list for services. 
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Nam• Tltle Report To Rasponslble for 
Tim Hahn Sales Engineer/Projett Kathy Carstenson Project Mangager 

Mana11er 
Kristan Cross Accunt Manger Chris Peterson NISC, 1st line of trouble, 

billing over all customer 

customer soecllist 
Thomas Scheele Hosted PBX Spe,ialist Sonya Pinneo Customer interview, site 

surve, programing, testing 

and training. 
Kyle Nichols Hosted PBX Specialist Chris Peterson Customer interview, site 

surve, programing, testing 

and trainin8-
Kathy Carstensen Director of Sales Brad Moline Over all project and 

customer expecations. 
NOC 888· 760-25S6 Jason Wisman 24x7 Support number for 

Enterprize customers. 

1ST l EVEL 
On Duty TechnTdan z-Allore11alrCBC@allo11hone.net 888-760-2S56 

(1ST HOUR) 

2M LEVEL Darryf Phllllps 
D11h1lli12s2@.i!lo12honc.net 

720-372-4663 x6001 (O) 

(2"'0 HOUR) NOC Supervisor 303·S07·2694 (M) 

3'd LEVEL lany t.ee, Jr. 308-633· 7997 (OJ 

(l'd HOUR) 
Sr . Manager, Network lleetr@allol!hone.net 

Operations. 
720-232·S016(M) 

4th lEVEl Jason Wlssm•n 308-633-7994 lO) 

l41
h HOUR) 

Director, Network ~issman@allophone.net 

Opetations 720-438-8648 (M) 

5th LEVEL JeffKuenne 308-633-7822 (0) 

VP, Network jkuenne@allop.JlQ.n~ 
(S1n HOUR) 

Operations 
816-716· 7224 (M) 

m. PROJECT MANAGER 
The Bidder's proposal must describe policies, plans and intentions with regard to maintaining 
continuity of key personnel and the implementalion team assigned to the project to avoid and 
minimize the impact of necessary staff changes. 
ALLO Response: ALLO takes great pride in providing world class customer service and 
understands the importance of keeping key personnel and the implementation team assigned for 
the duration of the project. Historically, ALLO has had little employee turnover which has created a 
relatively consistent team. The Lincoln expansion provides numerous additional local resources 
which provide exceptional service in a team structure. In the unlikely event of employee turnover, 
the team will have the knowledge of the State's account which should minimize service gaps. 

n. SUBCONTRACTORS 
If the bidder intends to Subcontract any part of its performance hereunder, the bidder should 
provide: 

a} name, address, and telephone number of the Subcontractor(s); 
b} specific tasks for each Subcontractor{s): 
c) percentage of performance hours intended for each Subcontract; and 
d) Total percentage of Subcontractor(s) performance hours. 

ALLO Response: 
ALLO does not intend to use Subcontractors. !f a subcontractor is necessary, ALLO will gain 
OCIO approval of the contractor .. 

3. TECHNICAL APPROACH 
The technical approach section of the Technical Proposal should consist of the following subsections: 

a. Understanding of the project requirements; 
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b. Proposed development approach; 
c. Technical considerations, 
d. Attachments A, B, and/or C. 
e. Detailed project work plan; and 
t. Deliverables and due dates. 
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VII. COST PROPOSAL REQUIREMENTS 
This section describes the requirements to be addressed by bidders in preparing the State's Cost Sheet. The bidder must use 
the State's Cost Sheet. The bidder should submit the State's Cost Sheet in accordance with Section I Submission of Proposal. 

THE STATE'S COST SHEET AND ANY OTHER COST DOCUMENT SUBMITTED WITH THE PROPOSAL SHALL NOT BE 
CONSIDERED CONFIDENTIAL OR PROPRIETARY AND IS CONSIDERED A PUBLIC RECORD IN THE STATE OF 
NEBRASKA AND WILL BE POSTED TO A PUBLIC WEBSITE. 

This section describes the requirements to be addressed by bidders in preparing the Cost Proposal. The bidder must 
submit the Cost Proposal in a section of the proposal that is a separate section or is packaged separately as specified 
in this RFP from the Technical Proposal section. For Option A: OCIO-Hosted, see Attachment A; for Option 8: Carrier
Hosted, see Attachment B; for Option C: Alternate solution, see Attachment C. 

A. PRICING SUMMARY 

The State reserves the right to review all aspects of the Cost Proposal for reasonableness and to request clarification 
of any proposal where the cost component shows significant and unsupported deviation from industry standards or 
in areas where detailed pricing is required. 

1. COST SHEET 
This summary shall present the total fixed price to perform all of the requirements of the RFP. The bidder 
must include details in the State's Cost Sheet supporting any and all costs. 

Option A: OCIO-Hosted, see Attachment E, for Option 8: Carrier-Hosted, see Attachment E, for Option C: 
Alternate Solution, see Attachment E. 

The State reserves the right to review all aspects of cost for reasonableness and to request clarification of 
any proposal where the cost component shows significant and unsupported deviation from industry 
standards or in areas where detailed pricing is required. 

2. PRICES 
Prices quoted shall be net, including transportation and delivery charges fully prepaid by the bidder, F.O.B. 
destination named in the RFP. No additional charges will be allowed for packing, packages. or partial 
delivery costs. When an arithmetic error has been made in the extended total, the unit price will govern. 
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Form A 
Bidder Contact Sheet 

Request for Proposal Number 5824 21 

Form A should be completed and submitted with each response to this RFP. This is intended to provide the State with 
information on the bidder's name and address, and the specific person(s) who are responsible for preparation of the bidder's 
response. 

Preparation of Response Contact Information 

Bidder Name: ALLO Communications 

Bidder Address: 330 South 2P1 

Lincoln, Ne 68510 

Contact Person & Title: Kathy Carstenson 

E-mail Address: kcarstenson@allo12hone.net 

Telephone Number (Office) : 402-261-0932 

Telephone Number (Cellular): 402-430-5269 

Fax Number: 

Each bidder should also designate a specific contact person who will be responsible for responding to the State if any 
clarifications of the bidder's response should become necessary. This will also be the person who the State contacts to set 
up a presentation/demonstration, if required. 

Communication with the State Contact Information 

Bidder Name: ALLO Communications 

Bidder Address: 
330 South 21st 
Lincoln, Ne 68510 

Contact Person & Title: Kathy Carstenson 

E-mail Address: kcarstenson(@allo12hone.net 

Telephone Number (Office}: 402-261-0932 

Telephone Number (Cellular): 402-430-5269 

Fax Number: 
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Bidder Name: 

Bidder Address: 

Contact Person : 

E-mail Address: 

Telephone Number: 

Fax Number: 

Form B 
Notification of Intent to Attend Pre~Proposal Conference 

Request for Proposal Number 5824 Z1 

Number of Attendees: 

The "Notification of Intent to Attend Pre-Proposal Conference" form should be submitted to the State Pllrchasing Bureau via 
e-mail (as.materielpurchasing@nebraska.gov), hand delivered or US Mail by the date shown in the Schedule of Events. 
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REQUEST FOR PROPOSAL FOR CONTRACTUAL SERVICES FORM 
signing this Request for Proposal for Contractual Services form, the bidder guarantees compliance 

with the procedures stated in this Request for Proposal, and agrees to the terms and conditions unless 
otherwise indicated in writing and certifies that bidder maintains a drug free work place. 

Per Nebraska's Transparency in Government Procurement Act, Neb. Rev Stat § 73-603 DAS is required to 
collect statistical information regarding the number of contracts awarded to Nebraska Contractors. This 
information is for statistical purposes only and will not be considered for contract award purposes. 

X NEBRASKA CONTRACTOR AFFIDAVIT: Bidder hereby attests that bidder is a Nebraska 
Contractor. "Nebraska Contractor'' shall mean any bidder who has maintained a bona fide place of business 
and at least one employee within this state for at least the six (6) months immediately preceding the posting 
date of this RFP. 

I hereby certify that I am a Resident disabled veteran or business located in a designated enterprise 
zone in accordance with Neb. Rev. Stat. § 73-107 and wish to have preference, if applicable, considered in 
the award of this contract. 

__ I hereby certify that I am a blind person licensed by the Commission for the Blind & Visually Impaired 
in accordance with Neb. Rev. Stat. §71-8611 and wish to have preference considered in the award of this 
contract. 

FORM MUST BE SIGNED USING AN INDELIBLE METHOD (NOT ELECTRONICALLY) 

FIRM: ALLO Communications LLC 

COMPLETE ADDRESS: 330 S 21st Lincoln, Ne 68510 

TELEPHONE NUMBER: 402-261-0932 

FAX NUMBER: 

DATE: 6/5/18 

SIGNATURE: 

TYPED NAME & TITLE OF SIGNER: 
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Attachment B Revision One 

Mandatory Requirements Checklist (MRC) 
Option 8: Carrier Hosted Solution 

Request for Proposal Number 5824 21 

Bidders must respond to the Mandatory Requirements Checklist using the matrix format provided and 
must not change the order or number of the requirements. 

The responses in the MRC must indicate that the bidder intends to comply with each individual 
requirement by initialing the Acceptance box. Initialing the box with a no will be considered as not meeting 
the requirements of the bid and the bidder's proposal will be disqualified. 



Mandatorv Svstem Reouirements YIN 
MSR- 1 The bidder's solution must provide call forwarding. both inside and outside of the system. y 

MSR-2 
The State will use telephone sets in line with computer workstations. All telephone sets V 
provided bv the Contractor must include an internal switch. 

MSR -3 The bidder's solution must provide call transfer and redial inside and outside of the system y 

MSR - 4 
The bidder's solution must provide caller ID capability for both the called and calling party. y 
This feature must aooly to internal and external calls. 

MSR - 5 Telephone sets must support Power over Ethernet (PoE) IEEE standard 802.03af. y 

MSR-6 
The System must be configured so that all internal calling will be 10 Digit dialing. All loct1I y 
callina will be dialed usinQ 9 + xxx-xxx-xxxx and toll callina dialec:l usrna 9 + 1-xxx-xxx-xxxx 
The bidder must provide a list of contacts and telephone numbers for personnel who can be y 
called upon during emergencies . These contacts must have the authority to expedite the 

MSR-7 
installation and/or restorallon of State service, and be willing to work directly with OCIO 
personnel 24 hours a day. 365 days a year. These Contractor personnel may be contacted 
periodically and their contact numbers verified as the OCIO conducts preparedness 
exercises 

MSR-8 Bidder's solution must be capable of restricting toll, and/or international calling from stations y 
designated bv the State. Bidder must also restrict diallno 10 900/976 numbers. 
In most cases the State will be utilizing existing telephone numbers. The Contractor's y 
system must be capable of supporting telephone numbers ported from existing Centrex 

MSR-9 carriers. The OCIO will place orders ror porting ii necessary. The Contractor must provide 
the OCIO with reject information or Firm Order Commitment immediately upon receipt from 
the surrenderina carrier Describe your orocess for portrna numbers from other carriers. 
The Contractor must be able to provide new telephone numbers when requested in each y 

MSR-10 city on Attachment D. It is preferable that the Contractor reserve blocks of numbers in each 
community for use by the State . 
Bidder's solution must include all necessary connectivity to the Public Switched Telephone y 
Network al no additional cost. Connectivity will include PSTN trunks/call paths in quanlilies 

MSR-11 necessary to support call volumes with a Grade of Service of P .01 or better du,ing peak call 
periods. In addition, bidder's solution will include all equipment, software, licensing, 
installation and maintenance necessary to suooort PSTN call oaths 

MSR-12 Bidder must route all out bound toll calls to the State's contracted toll carrier. if requested, at y 
no additional cost to the State. 
Unless otherwise mutually agreed to in writing, the Contractor will, during the contract y 
period. maintain any and all software and licensing products at the most current version or 
no less than one version back from the most current version at no additional charge . 

MSR-13 provided that such third-party software version upgrades can be installed and maintained 
with the State staff indicated in the Proposal for the Maintenance and Support services. 
Any patches made available by equipment manufacturers must be applied by the Contractor 
at a time and date mutually aoreed uoon. 

MSR-14 All bidders must be certificated by the Nebraska Public Service Commission (NPSC) as an 
LEC or CLEC in everv citv as noted on Attachment D. 

y 

MSR-15 Contractors must provide seNice in all of the city's listed on attachment D. y 
The Contractor must provide for total security of information and its servtces. This musl y 
Include holding all databases and call records as confidential. With lhe exception of 
requests made by Law Enforcement agencies and the OCIO. the Contractor may nol 

MSR-16 release Information concerning call records. The Contraclor may not provide any 
information concerning service covered by this contract to any individuals or entities who 
engage in any form of telemarketing. The Contractor may not market their products or 
services lo anv State aaencv except the OCIO without prior written permission. 
The Contractor must provide a centralized trouble reporting and maintenance system that is y 
staffed 24 hours a day, seven (7) days a week. Upon notification, the Contractor must 
repair trouble as soon as possible. A report of trouble clearance should be furnished to the 
State employee who reported the trouble within one hour of trouble clearance. A copy of 

MSR-17 the written trouble ticket should be provided lo the State. when requested. If correchon has 
not occurred within 8 hours. a report should be provided showing the plan to correct lhe 
problem inclusive of a projected correction time. The centralized trouble reporting center 
must provide notification to the State immediately after any occurrence of a service affecting 
network failure condition when the State has not oreviouslv reported such failure. 



I 
I 

MSR-18 

MSR-19 

MSR-20 

MSR-21 

MSR-22 

MSR-23 

MSR-24 

MSR-25 

MSR-26 

MVMR-1 

MVMR-2 

MVMR-3 -
MVMR-4 

MVMR-5 

MVMR-6 

MSNR-1 

MSNR-2 

MSNR-3 

The bidder must provide an escalation procedure end conlact list to be used for unresolved V 
troubles. including names, titles, and phone numbers of contact persons in the escalation 
chain. 
The bidder must provide Service Level Agreements (SLA)s Iha! are applicable to the service y 
beina orooosed 
The bidder must provide a plan of redundancy and business recovery. A copy of the plan y 
must be Included in the bidder's response. The plan must include back-up and alternative 
facilities/resources. plans, procedures, condillons, authorizations, response and recovery 
times. stallstical history including MTTR. and other information needed to assess and 
ensure the Contractor's capability to recover with a minimum of service disruption or 
degradation. In the event a major outage occurs, response and recovery must begin 
lmmediatelv. The Contractor must restore service as soon as possible. 

y 

Bidders must include the fine cost of telephone sets. voicemail. and unified messaging in 

their monthly rate. Multiple monthly rates for categories of service (ie. basic, standard and 
premium) are required and must be included in the bidders cost proposal. Monthly rates 
must include all costs associated with service to include. but not limited to. equipment. 
licensing, software, and maintenance Monthly rates may not increase over the term of the 
contract including ell renewals and extensions. Each rate should include a complete 
description of the telephone set and line features provided. Station installation costs must 
be included as a separate line item in the cost proposal and must include configuration. 
telephone set placement. and turn-up. The slate may choose to install some telephone sets 
using Stale Staff or utilize the Contractor for telephone set installation. 

Telephone sets must be repaired or replacement guaranteed and supported for the life of V 
the contract 
The bidder's solution must provide music on-hold. y 
Hunt Group capability must be available with the bidder's solution. y 

Ring down capability must be available with the bidde(s solution. y 

The bidder's solution must be able to provide JP to analog convers ion where needed y 

Mandatory Voice Mail Requirements YIN 
The bidders proposed solution must include a centralized Voice Mail system including 
system installation, engineering, implementation, maintenance, and support. The State 

y 

will orovide network from the Centralized voicemail svstem to the teleohone sets. 
The bidders proposed syslem must provide "announcement only" mailboxes where Iha y 
caller cannot leave a messaoe. 
The State requires Unified Messaging. y 

The bidders proposed solution must include Automated Attendanl features. y 
The proposed voice mail/unified messaging system must accommodate multiple levels y 
of Automated Attendant menus of various lenolhs. 
The proposed Automated Attendant must support automatic time. day. night and y 
holiday routing schedules. (ie. Route calls to various destination numbers based on 
day/lime). 

Mandatorv State Network Reauirements YIN 
The State does not allow the utilization of Multicast. Does the proposed solution N 
reauire the use of Multicast to suonort anv of the orooosed features? 

The State requires the use of 802.1 x for network devices. y 

The Bidder"s solution must be capable of encrypting their voice traffic using means y 
orovlded bv their chosen olatform orovider. 



E911 Requirement YIN 
E911-1 

Would you be able to describe your procedure for making adds, moves. and deletions V 
from the PSALI database? 

E911-2 
Describe your procedure for making adds. moves, and deletions from the PSALI y 
database. 

Mandatory Bill ing Reauirement YIN 
MBR-1 

The bilfing cycle for all Contractor provided services must end on the last day of each y 
month and the next billina cvcle must beciln the firs t day of the followino month. 
A paper summary invoice must be delivered to the AS Accounting 1526 K SI. Suite 240 y 
Lincoln, NE 68508. The paper invoice must include all current services covering the 

MBR-2 previous calendar month and must be delivered by the 10th of the month. Bidders must 
include in !heir proposal snap shots depicting the actual invoice format tha t includes 
each service lvoe offered. 
The paper invoice must show order activity detail and current monthly charges by y 

MBR-3 se,vice and must be organized in a clear and precise manner. An overall summary 
must orovide total lines and total cost. 
An accurate electronic station-billing file must be delivered to the OCIO. This electronic y 

MBR-4 file must include all current services covering the previous calendar month and must be 
received bv the 10th of each month. 
The electronic record layout must be e ither "delimited· or "fixed length". There must y 
be a separate line for each telephone number that includes. as a minimum. the following: 

MBR-5 1 Station number 
2. ASOC/USOC code or Product ID 
3. Description 
4 . Individual rate 

All charges and usage information relaled to billable calls must be provided in a y 
separate electronic file each month covering the previous calendar month and must be 
received by the 10th of the month. In cases where the Contractor must bill for third 
party toll calls such as ·collect calls". that file must itemize each call in detail and in 
consistent fixed length format. The format must include the following items: 

1.Time of Day 
MBR-6 2 . Date of Call 

3 . Originating Number (calling number) 
4 . Originating City/State 
5. Terminating Number (called number) 
6 . Terminating City/State 
7. Call Duration (billable lime) 
8 . ChafQes. 

Receiving electronic flies must be an automated process. The State will not consider a 
CD, DVD or email attachment to be automated. Any process that relies on o single 

y 

MBR-7 person at a desktop lo receive data and manually extract or manipulate files will not 
considered automation. Current p latforms supported by the State are Connect Direct 
(NDM), and SFTP The Bidder's proposal must include a complete description o f the 
orooosed orocess for electronic file delivery. 

MBR-8 The bidder must provide the contact names. escalation procedures, and telephone 
numbers for billina auestions and technical oroblems. 

y 

MBR-9 Totals in both elec tronic files must match totals on the paper summary invoice. Paper 
summary invoices that do not match the electronic data file will not be paid until 

y 

corrected. 

MBR-10 The bidder must provide an example of both electronic billing files. A single CD with y 
I samole billina files must be included in bid oro=sal. 

Mandatory Business Requirement YIN 
The State will not accept any requirements by the bidder concerning minimum orders. y 

MBUR-1 The State may place orders for 1 line. or as many as 1000 lines at any given time, and 
will pay the same installation and monthly rate for each line regardless of the quantity 
of lines ordered. 



Payment will be made only against invoices complying with the requirements listed y 
above. Such payment will be made within 45 days of receipt of an acceptable invoice. 

MBUR-2 Invoices, which are inaccurate, will not be paid until corrected. Upon notice to the 
Contractor of billing errors, the Contractor will be required to correct the invoice, and 
resubmit to the State. All invoices deemed Inaccurate must be corrected by the 
Contractor and re-submitted within 60 davs. 
The OCIO will provide a list of State personnel to the Contractor that are authorized to y 

MBUR-3 place orders and make billing inquiries. The Contractor will not accept or act on orders 
and inquiries from anyone whose name does not aooear on the OCIO orovided list. 
When requested by the State, the Contractor must provide reports including station y 

MBUR-4 inventory and physical addresses. The State prefers access to the above information 
throuah an on-line near real time svstem via the Internet at no additional cost. 

MBUR-5 Volume commitments will not be accepted by the State. If the bidder submits a y 
resoonse that contains volume commitments, the bid mav be rejected. 
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R 1 
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MSR-9 R 

SY:stem Reguirements 

Carrier-hosted solution 

ATIACHMENT B REVISION ONE 

Request for Proposal #5824 Z1 

Option B - Carrier Hosted Solution 

Bidder's solution must provide call forwarding, both inside and outside of the 
system. 

The State will use telephone sets in line with computer workstations. All 
telephone sets provided by the Contractor must include an internal 10/100/1000 
baseT switch. 

The bidder's solution must provide call transfer and redial inside and outside of 
the system. 

The bidder's solution must provide caller ID for both the called and calling party. 
This feature must apply to internal and external calls. 

Telephone sets must support Power over Ethernet (PoE) IEEE standard 
802.03af. Please provide the PoE current draw and power requirements for 
each phone proposed. 
The System must be configured so that all internal calling will be 10 Digit dialing. 
All local calling will be dialed using 9 + xxx-xxx-xxxx, and toll calling dialed using 
9 + 1-xxx-xxx-xxxx. 

The bidder must provide a list of contacts and telephone numbers for personnel 
who can be called upon during emergencies. These contacts must have the 
authority to expedite the installation and/or restoration of State service. and be 
willing to work directly with OCIO personnel 24 hours a day, 365 days a year. 
These Contractor personnel may be contacted periodically and their contact 
numbers verified as the OCIO conducts preparedness exercises. 

Bidder's solution must be capable of restricting toll, and/or international calling 
from stations designated by the State. Bidder must also restrict dialing to 
900/976 numbers. 

In most cases the State will be utilizing existing telephone numbers. The 
Contractor's system must be capable of supporting telephone numbers ported 
from existing Centrex carriers. The OCIO will place orders for porting if 
necessary. The Contractor must provide the OCIO with reject information or 
Firm Order Commitment immediately upon receipt from the surrendering carrier. 
Describe your process for porting numbers from other carriers. 

Supported ,• 
Explanation 

(YIN) 

y 

y 

y 

y 

Mitel 68671 - 6.49W y 
Mitel 68651- 6.49W 

y 

y 

y 

Upon receiving an order for a port 
request from the State of 
Nebraska, ALLO will process the 
request within 24 hours and will 
notify the State of any rejections 

y within the standard requirements 
of 5-7 business days. In the event 
of a large port request (100 + 
numbers), extra time will be 
required to allow the carriers to 
process the large request. 



~ - When requesting new phone 
numbers; upon the request for 

The Contractor must be able to provide new telephone numbers when new telephone numbers, ALLO 

MSR-10 R 
requested in each city on Attachment D. It is preferable that the Contractor y can purchase and provide a block 
reserve blocks of numbers in each community for use by the State. Describe of numbers. ALLO will reserve 
your process for providing new telephone numbers. said numbers until requested to 

put into service. 

Bidder's solution must include all necessary connectivity to the Public Switched 
Telephone Network at no additional cost. Connectivity wifl include PSTN 

MSR-11 R 
trunks/call paths in quantities necessary to support call volumes with a Grade of y 
Service of P.01 or better during peak call periods. In addition, bidder's solution 
will include all equipment software, licensing. installation, and maintenance 
necessary to suooort PSTN call oaths 

MSR-12 R 
Bidder must route all out bound toll calls to the State's contracted toll carrier. if y 
requested, at no additional cost to the State. 

Unless otherwise mutually agreed to in writing, the Contractor will, during the 
contract period, maintain any and all software and licensing products at the 
most current version or no less than one version back. from the most current 

MSR-13 R 
version at no additional charge, provided that such third-party software version y 
upgrades can be installed and maintained with the State staff indicated in the 
Proposal for the Maintenance and Support services. Any patches made 
available by equipment manufacturers must be applied by the Contractor at a 
time and date mutually aqreed upon. 
All bidders must be certified by the Nebraska Public Service Commission 

MSR-14 R (NPSC) as an LEC or CLEC in every city as noted on Attachment D. Proposals y 

submitted bv bidders who are not certified bv the NPSC will not be considered. 

MSR-15 R Contractors must provide service in all of the cities listed on Attachment D. y 

The Contractor must provide for total security of information and its services. 
This must include holding all databases and call records as confidential. With 
the exception of requests made by Law Enforcement agencies and the OCIO, 

MSR-16 R 
the Contractor may not release information concerning call records. The y 
Contractor may not provide any information concerning service covered by this 
contract to any individuals or entities who engage in any form of telemarketing. 
The Contractor may not market their products or services to any State agency 
except the OCIO without prior written permission. 
The Contractor must provide a centralized trouble reporting and maintenance 
system that is staffed 24 hours a day, seven (7) days a week. Upon notification. 
the Contractor must repair trouble as soon as possible. A report of trouble 
clearance should be furnished to the State employee who reported the trouble 
within one hour of trouble clearance. A copy of the written trouble ticket should 

MSR-17 be provided to the State, when requested. If correction has not occurred within y 
R 8 hours, a report should be provided showing the plan to correct the problem 

inclusive of a projected correction time. The centralized trouble reporting center 
must provide notification to the State immediately after any occurrence of a 
service affecting network failure condition when the State has not previously 
reported such failure. 



The bidder must provide an escalation procedure and contact list to be used for See Attachment "ALLO NOC 
MSR-18 R unresolved troubles. including names, 1itles, and phone numbers of contact y 

Escalation List". 
oersons in the escalation chain. 

MSR-19 R 
The bidder must provide Service Level Agreements (SLA)'s that are applicable y See Attachment "Service Level 
to the service being propose Agreement I Guaranty". 

The bidder must provide a plan of redundancy and business recovery. A copy 
of the plan must be included in the bidder's response. The plan must include 
back-up and alternative facilities/resources. plans, procedures. conditions, 

MSR-20 R 
authorizations, response and recovery times, statistical history including MTTR, y See Attachment "Redundancy and 
and other information needed to assess and ensure the Contractor's capability Business Recovery Plan". 
to recover with a minimum of service disruption or degradation. In the event a 
major outage occurs. response and recovery must begin immediately. The 
Contractor must restore service as soon as possible. 

See phone data sheets ALLO is 
providing two types of phones. 

Bidders must include the line cost of telephone sets, voicemail, and unified 
messaging in their monthly rate. Multiple monthly rates for categories of service Our basic, standard and premium 
(ie. basic, standard and premium) are required and must be included in the have all the same features. The 

bidders cost proposal. Monthly rates must include all costs associated with only difference would be the 

service to include, but not limited to, equipment. licensing, software, and phone. 

MSR-21 R maintenance. Monthly rates may not increase over the term of the contract y 
Pricing includes all taxes and fees including all renewals and extensions. Each rate should include a complete 

description of the telephone set and line features provided. Station installation as are in place today. Should a 

costs must be included as a separate line item in the cost proposal and must Federal or State tax payable by 

include configuration, telephone set placement, and tum-up. The state may the State be modified or added 

choose to install some telephone sets using State Staff or utilize the Contractor during the contract period, the 

for telephone set installation. rates will be adjusted accordingly. 

MSR-22 R Ring down capability must be available with the bidder's solution. y 

MSR-23 R The bidder's solution must provide music on-hold. y 

MSR-24 R Hunt Group capability must be available with the bidder's solution. y 

MSR-25 R 
The bidder's solution must be able to provide IP to analog conversion on y 
selected lines when needed. 

ALLO will stock. additional phones 
on site that are already 
provisioned. In the event that a 

Telephone sets will be repair or replacement warrantied and supported for the phone needs replaced customer 
MSR-26 R life of the contract, including all renewals and extensions. Describe your y can either contact ALLO or give 

procedure for replacing non-working telephone sets. us the MAC address of the phone 
or the customer can enter the 
MAC address themselves in the 
Customer Comm Portal. 

SR-27 Does the bidder's solution offer the Do Not Disturb Feature? y 



-
SR- 28 Does the bidder's solution provide a three month intercept message feature for 

lines that have been recently disconnected? 
y 

SR-29 Does the bidder's solution provide seasonal suspension for select lines. where 
the lines and billing are suspended at the end of each season and returned to y 
service at the beainnino of the next season? 

SR-30 Does the bidder's solution have the ability to block all incoming call to select 
lines? 

y 

SR- 31 Does the bidder's solution have the ability to block specific numbers to select Up to 10. 
lines? 

y 

SR-32 Does the bidder's solution provide call waiting? y 

SR-33 Does the bidder's solution provide analog paging interface? y 

SR-34 Initially ALLO will block the call. 

Describe your procedure for tracing malicious calls. y Once ALLO has an authorized 
court document ALLO will trace 
the call. 

SR-35 
Does the bidder's solution include in-state/out-of-state long distance service? y 

SR-36 Provide date, time, call type, 
Does the bidder's solution provide Centralized Call Detail Reporting? If so. y calling number, called extension, 
please describe. called department, call connected, 

duration. and aueuina time. 

SR-37 Provide call logs. Setup Limits. 
Require Account Codes for 

Describe the levels of security included with your proposed solution (toll fraud, y International Calls. Look for short 
etc.). duration calls or irregular call 

paths and tum off service if 
anything is found. 

SR- 38 Describe options for re-routing of voice traffic in the event of a component 
Manual Forward, Unreachable 

y Destination. Automatic Schedule. 
failure. or hunt group out of it. 

SR-39 Phones are capable of 3 way 
Does bidder's solution provide conference calling capabilities? If so, how many y calling. Conference Calling 
parties can be conferenced from a single telephone set? Bridge can hold up to 50 

participants. 

SR-40 Our Engineering team always 
pulls down firmware releases and 
tests them before deploying in a 

How will telephone set firmware releases (including dot releases) from the 
live environment. Once they have 
been tested, a scheduled 

manufacturer be tested and certified for use with the VOiP Communications y 
maintenance date is determined 

platform? How will they be rolled out to the States telephone sets? and done in the middle of the 
night. The customer is also 
notified prior to the maintenance 
and after to follow uo. 

SR- Provide a list of wireless headsets that are compatible with proposed telephone 
Plantronics CS540 is what we 

41 y currently sell and support. 
sets. However, if you are currently 



- using different models, we are 
open to checking compatibility 
with our phones and switch. 

SR-42 CommPortal allows you to 
manage each individual line. This 
gives you access to foiward, reset 
voicemail pins, and listen to and 

Describe any administrative interfaces available to the State to manage, manage voicemails as well. You 
configure or change settings on an individual, group, or total systems level. y can also maintain your auto 
Provide information, brochures or data sheets showing the user interface. attendant and upload music on 

hold. Can access CommPortal 
from anywhere with internet 
access. 

SR-43 Session Border Control will tell us 
Describe how error and alarm reporting is handled? y if a system went down. Will not 

know each phone. 

SR-44 
Because of the nature of State Government business, and its requirement to In the case of an emergency the 
support Law Enforcement, NEMA. FEMA, Military Dept. and various other circuits/lines that are deemed 
agencies charged with the protection of life and property, the Contractor must mission critical will need to be 
agree to do everything in its power to support the State's telecommunication identified so ALLO can document 
needs in times of emergency. This support includes, but is not limited to each circuiUline and prioritize 
installation of temporary circuits/lines, temporary rerouting of existing y accordingly. ALLO will follow TSP 
circuits/lines, and the prioritized restoration of mission critical circuits and lines. system rules, service vendors are 
Upon contract award, the State may identify lines and circuits which are required to provision and restore 
considered to be "Mission Critical" and necessary to the preservation of life and services registered with TSP 
property. The Bidder should define how priority is given to the restoration of designations before services that 
these services in times of emergency at no additional cost to the State. do not have such assignments. 

SR-45 

Installs are coordinated with the 
customer on their timeline. All 
equipment is set up at Allo prior to 
installation. Aile techs will bring 
equipment (switch, phones, etc} 

Describe the telephone set installation process. Include all procedures onsite and set up and test. Once 
necessary and whether they will be performed by the Contractor or OCIO y testing is complete, we will 
personnel. Describe any site or network assessment work that will be . coordinate the cutover, assuring 
performed by the Contractor. that no one is on the phone and 

activate accordingly. Allo reps will 
be onsite to continue live testing 
and begin training employees and 
addressing any issues that may 
arise. 



-
SR-46 The Contractor may not market their products or services to any State agency 

except the office of the CIO without prior written permission. 
y 

SR-47 The Contractor will also indemnify the State against any third-party billing 
associated with any system or service the State has not specifically authorized y 
in writing beforehand (billing for collect calls will be an exception). 

SR-48 The Contractor will be responsible for determining the cause for service outages 
and providing that determination to the State at no cost Those troubles that are 
determined to reside in the Contractor owned or leased facilities must be y 
repaired without cost to the State. In the event the failure is determined to be on 
the Contractor side of the demarcation point. the Contractor must NOT charge 
for such failure determination. 

SR-49 Integrated Automatic Call 
Distribution (ACD) FEATURES -
Hosted IP PBX Services include a 
group of related functions used in 
call center & help desk 
environments for queuing & 
routing incoming calls so that they 
can be handled quickly & 
efficiently. 

A user of a Business Group line 
can dynamically join and leave a 
MLHG as call volumes change or 
at the start and end of a shift. 

Agents may be logged into 

Provide a description of your basic ACD and UCO features to include any y multiple queues simultaneously. 

reporting functionality 
Supports a primary and secondary 
announcement file. 

Direct Inward Dial numbers can 
be recorded and stored. 

Live monitor/whisper/barge-in on 
calls as a supervisor 

System will record in-coming calls 
per Queue/agent and can be 
retrieved daily via a report. 

System will record out-going calls 
per DID and can be retrieved daily 
via a report. 



Voice Mail Requirements 

Carrier-hosted solution 

The bidders proposed solution must include a centralized voice mail system including 
MVMR- R system installation, engineering, implementation. maintenance, and support. The 

1 State will provide network from the Centralized voicemail system to the telephone 
sets .. 

MVMR-
R 

The bidders proposed system must provide "announcement only" mailboxes where 
2 the caller cannot leave a message. 

MVMR-
R 

The State requires unified messaging. Describe the functionality and features of the 
3 Unified Messaging platform included with your proposal 

Supported 
(Y/N) 

y 

y 

y 

System includes a wrap up time 
function. It also contains 
disposition codes. 

Queue time is monitored and can 
be found in the daily reports for 
the queues. 

System measure how many calls 
were abandoned and at what time 
a call was abandoned. 

User can see the outbound calls 
to the night service in the call log 
reports. 

Individual Call Agent productivity 
is measured. Stats include: Calls 
taken/Talk Time/Aux time(lunch, 
Break, Project)/Outbound 
cal1sNVrap time/Abandoned calls. 

- -

Explanation 

Users get the same calling 
features. dial plans and outgoing 
caller ID that they get on their 
office phone. 

Access to a centralized corporate 
contact book. 
Presence. 
Rebrand application. 
Supports Windows & Maces. 
Audio .wav voicemail. 
Incoming call manaaement. 



-
SILK audio codec. 
Forward error correction 
minimizes packet loss. 
Zero-touch dynamic distribution 
and auto-provisioning. 

MVMR-
R The bidders proposed solution must include Automated Attendant features. y 

4 

MVMR-
The proposed voice mail/unified messaging system must accommodate multiple There are no limits to the 

5 R levels of Automated Attendant menus of various lengths. Describe such capabilities. y 
amount of layers supported . How many menu !avers are supported? 

MVMR-
The proposed Automated Attendant must support automatic time. day, night and 

6 
R holiday routing schedules. (i.e. Route calls to various destination numbers based on y 

day/time} 
MVMR 

The bidder's solution should provide Message Waiting Indicators. Describe the Physical Light, Audible, and 
-7 y 

various Message Waiting Indicators included with your proposed solution Visual on Display. 

MVMR 100MB per user but can be 
-8 Describe any limitations to the storage size on the voice mail system. Please state 

adjusted if more space is 
the limit per user. 

needed. 

MVMR What are the time limits for recorded greetings? y No Limits. 
-9 

MVMR Normally defaulted to 90 
-10 What are the time limits for messages? y seconds, however, that can be 

increased by user as needed. 

- - ~~ - - - ~ 

State Network Reguirements 

Carrier-hosted solution Supported (Y/N) Explanation 

Paging over the phones does 
MSNR-

R 
The State does not allow the utilization of Multicast. Does the proposed solution N require Multicast. Intercom 

1 require the use of Multicast to support any of the proposed features? over the phones does not 
require Multicast. 

MSNR- The State requires the use of 802.1x for network devices. Please explain how 
The Mitel phones support 

R y 802.1 x. From a Metaswitch 
2 your proposed solution meets this requirement. perspective there is no impact. 

MSNR-
R 

The Bidders solution must be capable of encrypting their voice traffic using means y 
3 provided by their chosen platform provider. 

SNR- Does your solution require the placement of any equipment other than phones on A Session Border Control will 
4 the State's network? If yes, provide your physical and logical network y be required for a SIP to 

requirements. What type of access is needed for the provider owned eauioment? analoQ conversion. Access 



would be the same access as 
IP phones. 

-
SNR-

5 
Provide your bandwidth requirements with regards to the following: 

'-
Any Overhead network requirements N 

Bandwidth per call: and 64Kbps for G7.11 

Bandwidth for Management 5Mbps per site. 

SNR- What are vour QOS reauirements to include but not limited to the followina: 
6 Latency 20ms 

Jitter <2 
Voice traffic will 

Prioritization; and 
need to be 
prioritized on the 
internal network. 
256Kbps reserved 

Bandwidth Reservation on top of any active 
calls. 

SNR- Does your solution support 1Pv6? N 
Does not support 1Pv6 at this 

7 time. 

SNR- Make sure phone has power. 
8 Make sure phone is 

What troubleshooting duties will State personnel be responsible for? y connected to network. 
Reboot Phone. 

SNR- What level of monitoring is provided by the Contractor? y Session Border Controls will 
9 be monitored. 

SNR- Packet Capture from the 
10 Session Border Control. SAS 

Describe your remote diagnostic capabilities that are included. Traces for phone quality 
assurance. Remote access to 
the end device. 

SNR- ALLO monitors the router 
11 connected to the ENNI and all 

core upstream network 
Bidder should provide a list of the various network elements and devices that are y equipment. In the event there 
monitored and their procedure for reporting trouble to the OCIO. is a problem the ALLO 

Engineering Team will engage 
and contact the appropriate 
personnel at the OCIO. 

SNR- Two Options: 
12 

Option 1 (preferred): 
Does the Bidder have any DHCP requirements? If yes. what options are y 
needed? State responsible for all DHCP 

to IP Phones 



I 

State responsible for traffic 
segregation and QoS/Cos of 
phone traffic. 

Phones separated into their 
own dedicated subnet 

State and Allo coordinate a IP 
range (likely a /16} that is 
unique on both State and Allo 
network. 

eBGP peer turned up in both 
Omaha and Lincoln on two 
separate ENNl's 

We will advertise our SBC IP 
directly to the state over the 
ENNI 

State will advertise IP Phone 
/16 to Allo over ENNI 

Option 2: 

State builds a dedicated layer 
2 infrastructure from each 
phone back to Allo. 

State hands 2 ports in this 
layer 2 environment off to Allo, 
one in Omaha, one in Lincoln. 

Allo runs VRRP between two 
ENNl's. and will handle all 
DHCP 

State and Allo coordinate a IP 
range (likely a /16) that is 
unique on both State and Allo 
network. 

State responsible for traffic 
segregation and QoS/CoS of 
phone tra_ffi_1c_. _____ _ 



SNR- The customer will be allowed 
Will the State be allowed and/or be required to monitor Contractor owned y but not required to monitor 13 
equipment? ALLO pre.mise eauioment. 

SNR- Switches will need to have 
14 ALLO's standard config for the 

If yes. what level of access Hosted environment. ALLO Do you require access to State owned equipment? y 
can config if allowed access or is required? 
State of Nebraska can add the 
config. 

SNR- Omaha Optical 1310 LX 
15 1Gb Handoff. Cross Connect 

will be needed. 

y Lincoln - Cisco ASR Router. 
Please describe, in detail, the demarc between the Contractor and the State. 1GB Handoff (Copper. Single-

Mode or Muti-Mode 
depending what is needed 
from the State of Nebraska. 

SNR- Identify maintenance tool(s) that are part of the system and options, including y Metaswitch Tool Suite '16 tools. which provide identification of network problems. 

SNR- Describe the levels of security included with your proposed solution (IP network 
We can make 

y recommendations for the 17 security. etc.). states network. 

Post Implementation Support 

Carrier-hosted solution Supported (Y/N) Explanation -
PIS-1 User guides are left with 

Describe any end user or administrator documentation available. y customers and hands on 
traininQ is also performed. 

PIS-2 Administrators are trained by 

Describe any end user or administrator training available. y a member of the Hosted PBX 
Team and available for 
support when needed. 

E911 

Carrier-hosted solution Supported (YIN) Explanation 

ME911-
R 

Describe your procedure for making adds, moves. and deletions from the PSALI y ALLO submits all 911 
1 database. additions throuoh lntrado. 

ME911-
R Proposed solution must support callers dialing "911", or "9,911" to reach a PSAP. y 

2 



-
Billing Reguirements 0 

Carrier-hosted solution Supported 
(Y/N) Explanation 

MBR-
R 

The billing cycle for all Contractor provided services must end on the last day of each y 
1 month, and the next billing cycle must begin the first day of the following month. 

A paper summary invoice must be delivered to the AS Accounting 1526 K St. Suite 

MBR-
240 Lincoln. NE 68508. The paper invoice must include all current services covering 

2 
R the previous calendar month and must be delivered by the 10th of the month. Bidders y 

must include in their proposal snap shots depicting the actual invoice format that 
includes each service tvoe offered. See attached Monthlv invoice. 

MBR-
The paper invoice must show order activity detail and current monthly charges by 

3 R service and must be organized in a clear and precise manner. An overall y 
summarv must provide total lines and total cost. 

MBR-
An accurate electronic station-billing file must be delivered to the OCIO. This 

4 R electronic file must include all current services covering the previous calendar month y 
and must be received by the 10th of each month. 

The electronic record layout must be either "delimited" or "fixed length''. There 
must be a separate line for each telephone number that includes, as a minimum, the 

MBR-
following: 

5 R 1. Station number y 
2. ASOC/USOC code or Product ID 
3. Description 
4. Individual rate 

All charges and usage information related to billable calls must be provided in a 
separate electronic file each month covering the previous calendar month and must 
be received by the 10th of the month. In cases where the Contractor must bill for 
third party toll calls such as "collect calls", that file must itemize each call in detail 
and in consistent fixed length format. The format must include the following items: 

MBR-
1. Time of Day 

6 R 2. Date of Call y 
3. Originating Number (calling number) 
4. Originating City/State 
5. Terminating Number (called number) 
6. Terminating City/State 
7. Call Duration (billable time) 
8. CharQes. 

Receiving electronic files must be an automated process. The State will not consider We regret that the electronic bill 
a CD, DVD or email attachment to be automated. Any process that relies on a single example is not included but will be 

MBR- R 
person at a desktop to receive data and manually extract or manipulate files will not y available before the contract is 

7 considered automation. Current platforms supported by the State are Connect Direct finalized. 
(NDM}. and SFTP. The Bidder's proposal must include a complete description of the 
proposed process for electronic file deliverv. 

MBR- Kristin Cross will handle all billing 
8 R The bidder must provide the contact names, escalation procedures, and telephone y questions and first line of contact. 

numbers for billino auestions and technical oroblems. See attached escalation list. 



MBR- Totals in both electronic files must match totals on the paper summary invoice. Paper 
9 R summary invoices that do not match the electronic data file will not be paid until 

corrected. y 
We regret that the electronic bill 
example is not included but will be 

MBR- R 
The bidder must provide an example of both electronic billing files. A single CD with y available before the contract is 

10 sample billing files must be included in bid proposal. finalized . 

Business Reguirements 
. 

Carrier-hosted solution Supported I Explanation 

(Y/N) 

R The State will not accept any requirements by the bidder concerning 

MBUR- minimum orders. The State may place orders for! line, or as many as y 
1 1000 lines at any given time, and will pay the same installation and 

monthly rate for each line regardless of the quantity of lines ordered. 

R Payment will be made only against invoices complying with the 
requirements listed above. Such payment will be made within 45 days of 

MBUR-
receipt of an acceptable invoice. Invoices, which are inaccurate, will not 

2 
be paid until corrected. Upon notice to the Contractor of billing errors, y 

the Contractor will be required to correct the invoice, and resubmit to the 
State. All invoices deemed inaccurate must be corrected by the 
Contractor and re-submitted within 60 days. 

R The OCIO will provide a list of State personnel to the Contractor that are 

MBUR- authorized to place orders and make billing inquiries. The Contractor will y 
3 not accept or act on orders and inquiries from anyone whose name does 

not appear on the OCIO provided list. 

R When requested by the State, the Contractor must provide reports 

MBUR- including station inventory and physical addresses. The State prefers y 
4 access to the above information through an on-line, near real time system 

via the Internet at no additional cost. 
R Volume commitments will not be accepted by the State. If the bidder 

MBUR- submits a response that contains volume commitments, the bid may be y 
5 

rejected. 
BUR- The State requires timely response to all requests for order activity. All 

6 requests should be acknowledged by the Contractor, in writing, within 48 y 
hours. Contractor order number and order due date must be sent to the 



--
OCIO within 5 business days. All order activity must be completed by the 
Contractor within 14 calendar days. 

BUR- All due dates must be met by the Contractor. In the event that a 
7 Contractor provided due date cannot be met, the OCIO must be notified in 

writing at least two (2} business days prior to original due date. The y 

Contractor must notify the service requestor when a work order has been 
completed. 

BUR- The State and the Contractor will work in partnership to ensure the 
8 services provided under this contract will be refreshed as technologies 

evolve and user needs grow. The OCIO, in conjunction with, or on behalf 
of, all other participants, will assume the primary role in seeking and 
proposing new technologies and enhancements. This technology 
refreshment clause will be a required condition of the contract. At a 
minimum, the State and the Contractor will conduct yearly reviews during y 
the term of the contract to review service offerings and pricing. These 
reviews may result in expanding the services offered by the Contractor to 
include new optional pricing elements or pricing reductions associated 
with improved economies of scale and/or technological innovations. 
Changes in the industry related to regulation and/or pricing mechanisms 
may also result in modification of rates identified in the services offered 
by the Contractor. 

BUR- Bidder must submit a Change Management Plan with their bid response Change order management will 
9 detailing the Change Management process and approach along with a be tracked via our PMP. See 

visual aid of the overall process and approach when a change that is y attached samples of the forms. 

within scope needs to be made. Bidder must document change requests 
that are within scope utilizing a format and process approved by the State. 



Project Planning And Management 

Carrier-hosted solution Supported ' 

(Y/N) Explanation 
PPM 1 Bidder must describe in their proposal each of the steps they will take See RFP responses. PMP is 

during discovery, network assessment, individual site assessment, and high level will be designed to 
install. Bidder must provide a draft Project Management Plan (PMP} with meet OCIO project team's 

their response. Upon contract execution, the Contractor must deliver a requirements. ALLO will have 
detailed PMP describing how the project will be managed. The OCIO will finalized PMP to OCIO within 5 

review the Contractor's PMP, including all subsidiary plans and days. 
components described below, within ten (10) business days of receipt. The y See attachments for high level 

Contractor will make any changes requested by OCIO within five (5) steps. 

business days of receipt of the OCIO feedback. The PMP must include the 
proposed team(s}, team composition, roles of team members, and the 
proposed project schedule and timelines. The PMP must include a 
preliminary schedule that describes the total number of anticipated 
development and implementation cycles, and the deliverables that are 
expected to be completed in each. 



Change Order Agreement 

Customer: State of Nebraska 
Address: OCIO/Network Services, 501 So 14th Street, Lincoln, NE 68508-5045 
Contact: 

This Service & Equipment Agreement ("Agreement") is dated "DA TE" between State of Nebraska 
(Customer) and Allo Communications LLC (Allo). This Agreement sets forth the terms and conditions for the 
provision of certain telecommunications services and/or equipment by Allo to customer. This Service and 
Equipment Agreement amends the Master Service Agreement dated June 6, 2008. 

The contract price will be paid as fol lows: 

Purchase Price 

Description: 

Location: 

Scope of Work: 

-

Month Contract 
Non Recurring Recurring 

$ $ 

The provision of services and /or equipment by Allo is subject to the terms and conditions set forth in the following 
attachments and incorporated herein. This agreement may be signed in one or more counterparts. each facsimile 
copy of which will be deemed an original and such counterparts, together, will constitute one Agreement. This 
Agreement is binding as of the date Allo signs this Agreement or places a letter in the US mail to Customer, 
confirming Allo's acceptance of the contract, as signed by Customer. No alterations to this Agreement are valid, 
unless acknowledged in writing as accepted by both parties. 

Agreed: Agreed: 

Allo Communications LLC State of Nebraska 

By: By: 

Printed: Kathy Carstensen Printed: 

Title: Business Sales Director Title: 

Date: Date: 

1 of 1 

-



Llo Request for Service Change Order 
@vlll<l: 

Order & customer Information Billing Information ~" lnstallatlon Information -· - " 

-,der Date BillTo Install Location 

Customer Phone Billing Address Install Address 

Contact Name City, State City, Slate 

Salesperson 

Voice Services 
Quantity Description J. ~' .. Total Price Additional Lines 

~ -. -
Line 1 

Line 2 

Line 3 

Line 4 

Lines 

Line 6 

Line 7 

Line e 
Line 9 

Line 1 O 

New Installation _, 

Voice Monthly: I $0.00 Contact# . 
Data Services 

Quantity Description Total Price Equipment Fee 11 

Quantity Unit Price ' 

Monthly Fee - .:i -
Data Monthly: I $0.00 

, v Services Terms 

Quantity Description . ~ Total Price Taxes & Surcllarges can change without notice as they are 
generally controlled by government entities. Starting on the 1st 
minute of Long Distance usage you will be billed at a rate of 
$0,05 per minute for intrastate & inlerstate calls. I autt,orizo Allo 
Communications to act as my agent to make the listed changes. 
and direct my current phone company to work with the new 
provider designated to effect the change. I understand that there 
is oo charge to switch providers. If I later wish to return lo my 

TV Monthly: I $0.00 
current telephone company(s). I may be reQuired to pay a 
reconnection charge to that company. I also understand that my 

T &S h axes urc araes 
Quantity Description 

Line Charge 

Total Price 

new telephone company may have different calling areas. rates. 
and charges that my current telephone company(s) and that by 
signing below. I indicate that I understand these differences (ii 
any) and I am willing to be billed accordingly. 

Access Recovery 

Number Portability 

Telecom Relay 

911 Surcharge 

FCC User Fee 

Franchise Tax 

Federal USF 

Nebraska USF I authorize Allo Communications to provide lhe following below (check 
Federal Taxes all that apply} to my telephone number(s). 

State/ Local Taxes LJ Local Service 

Tax Monthly: I $0.00 D Local-Toll Service 

Monthly Total: I $0.00 D Long Distance 

I certify that I have read and understand this Letter of Agency. I further certify that I am at least nineteen years of age and I am authorized to change telephone companies for 
telephone services. Taxes & Surcharges can change without notice as they are generally controlled by government entities. 

Date: _____ _ 
·nature: ' --- - -------------
L • 7650 • 61 O Broadway • Imperial NE 6903S 

Printed Name: _ _______________ _ 



! 

0 
(, I !'>t 

Order & Customer Info 
Order Date 
Customer Phone 

Customer Name 

Salesperson 

Hardware 
Quantitv 

Installation 
Quantity 

-

Taxes & Totals 
Categorv Totals 

Hardware Totals 

Phone & Installation Totals 

Sales Taxes 

Installation Taxes 

Billing Information 
Bill To 

Address 
Citv 

Email 

Hardware 

Description 

~ 

Notes 

Equipment Request 
Change Order 

Installation Information 
Location 
Address 

Citv 

Unit Price Total Price 

Unit Price Total Price 

Totals 

Final Total I .'._ 

Taxes & Surcharges can change without notice as they are generally controlled by government entities.I certify that I have 
read and understand this Equipment Request. I further certify that I am authorized to sign and engage in such a transaction 
on behalf of the company. 

Signature Date 

Printed Name Date 
Phone 866-481-2556 • Fax 888-882-7850 • 610 Broadway• Imperial NE 69033 
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0 
Visit us on the web www.ALLOoommunications.com 

Service At A Glance 05/24/2018 
STATE OF NEBRASKA BRIDGEPORT 

BALANCE FROM LAST BILLING 
PA YMENT(S) RECEIVED - THANK YOU! 05-08 
PREVIOUS BALANCE DUE 

SUMMARY BY SERVICE TYPE 

TELEPHONE SERVICES 
TAXES & FEES 

CURRENT BILLING AMOUNT 

Total Due: Please Pay This Amount 

DEPARTMENT SUMMARY 
DEPT OF ROADS 

262-1924 43.56 
TOTAL DEPT OF ROADS 

OMV 
262-1927 28.91 

TOTALDMV 

EDU TELECOMM 
262-1948 28.26 

TOTAL EDU TELECOMM 

FAL TH & HUMAN 
262-1042 28.91 

TOTAL HEALTH & HUMAN 

NATURAL RES 3 
TOTAL NATURAL RES 3 

NATURAL RES 4 
262-1942 34.26 

TOTAL NATURAL RES4 

NATURAL RES 5 
TOTAL NATURAL RES 5 

462.45 
565.34CR 
102.89CR 

523.88 
67.64 

591.52 

438.63 

43.56 

28.91 

28.26 

28.91 

.00 

34.26 

.00 

ACCOUNT NO: 9597 

MESSAGE CENTER 
BUSINESS: (308) 262-7500 I RESIDENTIAL: (308} 262-7550 

MONDAY-FRIDAY, 8:00 AM - 5:00 PM 

PAY BY PHONE: (844) 209-7165 

If you have questions about your ALLO service, want to add a new 
ALLO feature, or want to share your feedback, our friendly local chat 
team is available on our website and would love to hear from you. 
Visit www.allocommunications.com today! 

Download the SmartHub app to access your ALLO account and pay 
bills quickly from your smartphone. 

Payments received after 05-24 may not be reflected on the bill. 

By using our services, you agree to abide by, and require your 
guests using services to abide by, the terms of our Subscriber 
Agreement. The Subscriber Agreement (revised March 2018) can 
be found on our website at allofiber.com/rsa. 

DELINQUENT NOTE: If your account has a PREVIOUS BALANCE 
DUE and payment has not been made by JUNE 5TH, your services 
may be interrupted. 

Please return lower portion with your payment ... retain upper portion for your records 

LL 
~rj)<.,lllP, 

ALLO COMMUNICATIONS 
610 BROADWAY 
IMPERIAL NE 69033 

Visit us on the web www.ALLOcommunications.com 

12040 1 AB O. 405 5 12040 
STATE OF NEBRASKA BRIDGEPORT C-41 P-47 

1 PO BOX 95045 
LINCOLN NE 68509-5045 

• 11111111111111 • 1111 h 11 n 1 • 1 •II• d• l I I I' 1' 11 l• '11" P l111, 11,111 

05/24/2018 000010 
STATE OF NEBRASKA BRIDGEPORT 
ACCOUNT NO: 9597 

ALLO COMMUNICATIONS 
POBOX2697 
OMAHA NE 68103-2697 

11111 nl •1111l rl al 111l 1 •• •111.1, 1.,, 1111111 I 11 •I I I I 11 I I •1 •1 II 1111 

000000009597000488631 
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STATE OF NEBRASKA BRIDGEPORT 
ACCOUNT NO: 9597 
BILL DATE: 05/24/2018 
Page: 2of9 

Visit us on the web www.ALLOcommunications.com 

Name 

Say ''ALLO'' to Easier Payments. 
Register for Online Bill Pay and Auto~Pay: 

1. Visit AUoCommunlcatlons.com/PayMyBlU 
2. Select "Logln/Reglster" - you'll be directed to our SmartHub Application. 
3. You'll need your account number, city of birth, zip code, and email address. 

You'll Then be Able to Sign Up for Auto•Payments: 

1. Visit AlloCommunlcations.com/PayMyBU1 
2. Select "Setup Auto•Payments." 
3. You'll need your account number and bank information. 
4. Fill out the form and click, "Submit." 

Questions? 

Call your local residential support team or visit AUoFlber.com to chat. 
Lincoln: 402.480.6650 I Central and Western NE: 866.481.2556 
Business Support - Lincoln: 402.480.6570 I Central and Western NE: 855.632.3154 

PLEASE IND/CA TE CHANGE OF ADDRESS 
Colltact Number 

Address 

Delivery Address 

City Stale Z,p 

Signature tltecbv~ Dale 



1 Llo 
VIGil '" OD fie \lleb _,,.All.OrolTlffl\maillonr..CIOm 

NATURAL RES$ 

NATIJRAI. RE$0URC 
262-1930 

TOTAL AMOUNT DUE 

~ 

STATI: OF NEBRASKA BRIDGEPORT 
ACCOUNT NO: 9597 
BILL DATE: 05/24/2018 
Page: 3of9 

TOTAL KATURAI. RES 6 

324.73 

.00 

TOTAL NATURAL RESOURC 324.73 

48&.63 

llo 
V1Sitwon11>8-i/Ob -,ll.Ocx>mmunieatiooe.com 

MONTHLY USAGE FOR TELEPHONE: (308)262-1042 

STATE OF NEBRASKA BRIDGEPORT 
ACCOUNT NO: 9597 
BILL DATE: 05124/2018 
Pllge: 4of 9 

Oescrl_ptlon l)_nto_ _ QIJ!lnlity .~mouni_ 

DETAIL FOR: HEALTH & HUMAN SERVICES 

TELE.PHONE SERVICES 
BUSINESS PLAN 
BUSINESS NONPUBLISHED 

TELEPHONE SERVICES SUBTOTAi.. 

TAXES&FEES 
911 SURCHARGE. BRIDGEPORT 
NUMBER PORTABILITY 
TDD - DUAL PARTY RELAY 
NUSF 
FUSF 

TAXES & FEES SUBTOTAL 

SUB-TOTAL 

CURRENT BILLING AMOUNT 

05/24-06/23 
1 @ 20.00 
1 @ 6.00 

05124-06/23 
1 @ 1.00 
t @ 0.43 
1@ 0.01 

The c.arrier you have dlosen for your long distance (lnterlATA) calls is MCI COMM. SERV. 
The carrier you have chosen for your long disl2nce (lntral.A TAJ calls i$ MCI COMM. SERV. 

20.00 
6.00 

26.00 

1.00 
.43 
.01 

1.39 
.08 

2,91 

28.91 

28.91 



STATE OF NEBRASKA BRIDGEPORT n 
VI:!- us on tle web WY)\.'1ALL0com1TWl'lieations.com 

MONTHLY USA.GE FOR TELEPHONE: (308)262-1924 

ACCOUNT NO: 9597 
BILL DATE: 05124/2018 
Page: 5of 9 

Oesc,iption Dale _ _Quantity _ _ _ Amount 

DETAIL FOR: DEPT OF ROADS 

TELEPHONE SERVICES 
BUSINESS ADDITIONAL LISTING 
BUSINESS Pl.AN 

TELEPHONE SERVICES SUBTOTAi. 

TAXES&FEES 
911 SURCHARGE - BRIDGEPORT 
NUMBER PORTABILITY 
TDD - DUAL PARTY RELAY 
NUSF 
FUSF 

TAXES & FEES SUBTOTAL 

SUB-TOTAL. 

CURRENT BILL.ING AMOUNT 

05/24-06/'23 

05124--06/23 

3@ 
6@ 

6@ 
6@ 
6@ 

3 .00 
20.00 

1.00 
0.43 
0 .01 

TM carrier you have chosen for yo11r long distance (lnterL.ATA) calls is MCI COMM. SERV. 
The carrier you have chosen for your long distance (lntraLATA) calls is MCI COMM. SERV. 

9.00 
120.00 

129.00 

6.00 
2.58 

.06 
8.34 

.47 

17.4S 

146,45 

146.45 

I In STATE OF NEBRASKA 8RIDGEPORT 

Visit us on the web www ALlOoommunioati«\$,oom 

MONTHLY USAGE FOR TELEPKONE: (308)262°1927 

ACCOUNT NO: 9597 
BILL DATE: 05/24/2018 
Page:6 of9 

. Descriplion Da_t<>_ _Quantity An1!)unt J 

DETAIL FOR: OMV 

TEL.£PHONE SERVICES 
BUSINESS PLAN 
BUSINESS NONPUBLISHED 

TELEPHONE SERVICES SUBTOTAL 

TAXES&FEES 
911 SURCHARGE· BRIDGEPORT 
NUMBER PORTABILITY 
TOO - DUAL PARTY RELAY 
NUSF 
FUSF 

TAXES & FEES SUBTOTAL 

SUB-TOTAL 

CURRENT BILL.ING AMOUNT 

05124-06/23 

05/24-06/23 

1 @ 
1 @ 

I @ 
1 @ 
I @ 

20.00 
6.00 

1.00 
0.43 
O,OI 

The earner you have chosen for your lon9 distllnoe (lntert..ATA) calls is MCl COMM. SERV. 
The carri&r you have chosen for your long distance (lntraL.ATA) calls is MCI COMM. SERV. 

20,00 
6.00 

21;.00 

1.00 
,43 
.01 

1.39 
.08 

:u1 

28.91 

28.91 



11 n STATE OF NESRASKA 8RIDGEPORT 

Visit u£ on the 'Wab www.Ail.Oeomf'l'll.lnie:a'l:iont.com 

MONTHLY USAGE FOR TELEPHONE: (308)262•1930 

ACCOUNT NO: 9597 
BILL DATE: 05/24/2018 
Page: 7 of 9 

D~cription Di!I<!_ Quantity ~ount l 

DETAIL FOR: NATURAL RESOURCES 

TELEPHONE SERI/ICES 
BUSINESS Pl.AN 
BUSINESS VOICEMAIL 

TELEPHONE SERVICES SUBTOTAL 

TAXES&fEES 
911 SURCHARGE· BRIDGEPORT 
NUMBER PORT ABILITY 
TOO· DUAL PARTY RELAY 
NUSF 
FUSF 

TAXES & FEES SUBTOTAL 

DETAIL FOR: NATURAL RESOURCES (308)262-1940 

TELEPHONE SERVICES 
BUSINESS Pl.AN 

TELEPHONE SERI/ICES SUBTOTAL 

TAXES& FEES 
911 SURCHARGE· BRIDGEPORT 
NUMBER PORTABILITY 
TDD. DUAL PARTY RELAY 
NUSF 
FUSF 

TAXES & FEES SUBTOTAL 

SUE>TOTAL 

CURRENT BILLING AMOUNT 

05/24-06/23 

OS/24-06123 

05/24--08123 

05124-06/23 

1.3 @ 
2 @ 

13@ 
13@ 
13@ 

20.00 
2.00 

1.00 
0.43 
0.0, 

(308)262·1930 TOTAL 

1@ 

, @ 
, @ 
, @ 

20.00 

1.00 
0.43 
0.01 

(308)262-1940 TOTAL 

The earner you have c.nosen for your long distance (lntert.ATA) calls is MCI COMM. SERV. 
The cemer you have chosen for your long distanQe (lntralATA) cells Is MCI COMM. SERI/. 

~ 

260.00 
4.00 

264.00 

13.00 
5.59 
.13 

18.07 
1.03 

37.82 

301.82 

20.00 

20.00 

1.00 
.43 
.01 

1.39 
.OS 

2.91 

22,$1 

324.73 

324.73 

41 n 
Visit us on the weo www.ALLOoommunioaDollS ..:,m 

MONTHLY USAGE FOR TELEPHONE: (308)262-1942 

STATE OF NEBRASKA BRIDGEPORT 
ACCOUNT NO: 9597 
BILL DATE: 05/24/2018 
Page: 8019 

Description O~e _ q _u~niity. Amoun1 

DETAIL FOR: NATURAL RESOURCES 4 

TELEPffONE SERVICES 05/24-06/23 
911 SURCHAAGE • BRIDGEPORT 1 @ 1.00 
BUSINESS LINE 1 @ 25.00 
NUMBER PORTABILITY 1 @ 0 .43 
NON PUBLISHED BUSINESS 1 @ 6.00 
TDD-D\JAL PARTY RELAY 1 @ 0.01 

TELEPHONE SERI/ICES SUBTOTAL 

TAXES&F.EES 05/24-06/23 
NUSF 
FUSF 

Total TAXES & FEES SUBTOTAL 

SUB-TOTAL 

CURRENT BILLING AMOUNT 

The carrisr you hase chosen for your long distance (lntert.ATA) calls is MCI COMM. SERV. 
1'1'18 earner you have d'losen for your long dislance (lntraLA TA) calls ls MCI COMM. SERV. 

1.00 
25.00 

.43 
6.00 

.01 

32.44 

1.74 
.08 

1.82 

34.26 

34.26 



1 Ir. 
\/kilt I.I$ on the 'll'Ob www.ALLOccmmJnicalion1'.com 

MONTHLY USAGE FOR TELEPHONE; (308)262-1948 

STATE OF NEBRASKA BRIOG!;.PORT 
ACCOUNT NO: 9597 
BILL DATE: 05/2412018 
Page:9of 9 

Description O~tc __ g~_nmi_ty . _ _ - ~ •n<>: ,f_ll - ·· 

DETAIL FOR: EDU TB.ECOMM 

TELEPHONE SERVICES 
911 SURCHARGE· BRIDGEPORT 
BUSINESS LINE 
NUMBER PORTABILITY 
TOD-OVAL PARTY RELAY 

TEU.PHONE SERVICES SUBTOTAL 

TAXES&FEES 
NUSF 
FUSF 

Total TAXES & FEES SUBTOTAL 

SUB-TOTAL 

CURRENT BILLING AMOUNT 

05124.08/23 

05.l2+08/23 

, @ 

1 @ 
1 @ 
1 @ 

1.00 
25.00 

0.43 
0.01 

The camer you have chosen f0< your long dlstence (lnter1..ATA) calls is MCI COMM. SERV. 
The carrier you have chosen for your long distance {lntralATA) calls is MCI COMM. SERV. 

1.00 
2S.OO 

,43 
.01 

26.U 

1.74 
.08 

1.32 

28.26 

28.26 



Service Level Agreement/ Guaranty 

Network Availability Guarantee 
ALLO Communication's network is guaranteed to be available and capable of forwarding IP 
packets 99.99% of the time, averaged over a calendar month. ALLO Communication's IP 
network includes the customer access port (the port on the ALLO Communications aggregation 
router upon which the customer's circuit terminates) and the ALLO Communications IP 
backbone network. The ALLO Communications IP backbone includes ALLO Communications 
owned and controlled routers and circuits, including any transit connections and the customer
based network interface device. ALLO Communication's Network Availability Guarantee does 
not include the customer's Local Area Network (LAN), scheduled and unscheduled maintenance 
events, customer owned Customer Premise Equipment (router or CPE), customer-caused 
outages or disruptions, and force majeure events. If the Network Availability Guarantee is not 
met in a calendar month, the customer is eligible to receive a credit up to 1130th of the monthly 
service charge (MRC) for that month for each full hour of outage in excess of the 99.99% 
guaranteed under this SLA up to a maximum of one month's recurring charge. 

Latency Guarantee 
The ALLO Communications network (as defined in the previous section) is guaranteed to have 
an average round trip packet transit time within the ALLO Communications backbone network 
over a calendar month of 40ms or less. The average network latency is measured as the 
average of 5 minute samples taken throughout the month. The ALLO Communications Latency 
Guarantee does not include the customer's Local Area Network (LAN}, scheduled and 
unscheduled maintenance events, customer owned Customer Premise Equipment (router or 
CPE), customer-caused outages or disruptions, and force majeure events. If the Latency 
Guarantee is not met in a calendar month, the customer is eligible to receive a credit up to 
1130th of the monthly service charge (MRC) for that month for each full 1 ms above the 40ms 
average maximum guaranteed under this SLA up to a maximum of one month's recurring 
charge. 

Mean Time to Repair 
MTTR SLA is measured as the average time it takes to restore all Failures of the Network 
Availability Guarantee for all Customer sites with similar circuit types during a calendar month. 
(For the purposes of determining MTTR measurements, only a failure of the Network Availability 
Guarantee shall constitute a Failure; failures of other guarantees do not apply to MTTR.) 

Ethernet - 4 hours 

Measurement: MTTR is the period of time beginning when a trouble ticket is opened by either 
ALLO or the Customer as a result of a Failure, and ending when the Failure has been remedied. 
The MTTR service guarantee takes effect on the 1st calendar day of the first full month after the 
connection is successfully installed and activated. If ALLO fails to meet the MTTR for a calendar 
month, the Customer will receive a credit of 1130th of the MRC for that month for each hour over 
the MTTR. 

Packet Loss Guarantee 
The ALLO Communications network is guaranteed to have a maximum average packet loss of 1 
percent or less during any calendar month. 

16 



Credit Requests 
ALLO Communications will offer credits outlined above should these guarantees not be met, 
subject to verification by ALLO Communications. Requests for credits must be in writing and 
received by ALLO Communications no later than seven days from the disruption in service as 
outlined in the guarantees above. Customers requesting credits must have opened a trouble 
ticket with the ALLO Communications Network Operations Center (NMC) at the time of the 
incident (308) 633-5000. Please allow one week for credit requests to be adequately researched 
by ALLO Communications prior to posting to a customers' account. Total credits under this SLA 
are limited to the monthly service charge for the month in which the service does not meet the 
commitment. Concurrent events will not provide consecutive credits. Requests for credits may 
be mailed to ALLO Communications. 610 Broadway, Box 1123, Imperial, NE 69033 or faxed to 
308-882-7850. 

17 



Mitel 6867 SIP Phone 

Key Features 

• Support for up to 24 lines when 
connected to an expansion 
module 

• 3.S- OVGA 320x240 pixel color 
backlit display 

• HD wideband audio 

• Six programmable soft keys and 
four programmable conteKt 
sensitive system keys 

• Native DHSG/EHS headset 
support 

• Support for detachable keyboard 
and up to three expansion 
modules 

• XML capabilities 

• PoE Class 2 

The Mitel 6867 SIP Phone is designed for power users who demand a lot from both their phones and their 

networks. The 6867 provides remarkable HD wideband audio and an enhanced speakerphone that uses 

advanced audio processing to achieve richer and clearer hands-free conversations. Supporting today's 

high speed networks through dual Gigabit Ethernet ports, the 6867 offers a large color LCD display. six 

programmable soft keys, four programmable context-sensitive system keys and native DHSG/EHS headset 

support. When equipped with an optional detachable keyboard and up to three expansion modules, the 6867 

becomes a productivity-enhancing 24-line desktop communication tool. With its fully customizable hard 

key layout, XML capabilities and an environmentally efficient PoE class 2 rating. the 6867 is one of the most 

advanced SIP desktop phones available on the market today. 

Key Features and Benefits 

REMARKABLE AUDIO 

All Mite! 6800 series SIP Phones feature Miters high 

definition Hi-0 audio technology to deliver enhanced 

performance and voice clarity. Integrating HD wideband 

audio codecs. advanced audio processing. and hardware 

components that support a true wideband frequency 

range. the 6867 offers a superior voice experience on 

each audio path - handset, speakerphone or headset 

port - making conversations crystal clear and more 

life-like. 

oo Mite( 

LARGE COLOR SCREEN DISPLAY 

Mitel 6867 SIP Phone features a high resolution 3.5" 

OVGA color backlit LCD display that delivers a rich visual 

presentation to maximize productivity. The large color 

display. combined with icon based navigation menus 

and intuitive user interface, makes the many powerful 

telephony features of the 6867 instinctively easy to use. 



FLEXIBLE HEADSET OPTIONS 

The Mitel 6867 SIP Phone offers USB headset support 

and features an innovative headset port that uniquely 

provides dual support for DHSG/EHS and modular 4-pin 

headset connections. Users with wireless headsets that 

support DHSG/EHS can connect directly to the 6867 using 

standard third party cables. 

ENVIRONMENTALLY FRIENDLY 

All Mitel 6800 series SIP phones have been designed 

with the environment in mind. Using dynamic PoE 

class reporting. the 6867 has a PoE Class 2 rating that 

automatically switches classes when an expansion module 

is connected. enabling the phone and network switches 

to efficiently manage power consumption. The Mitel 

6867 SIP Phone also supports an optional Efficiency Level 

·y compliant power adaptor, it required. With smaller 

packaging that includes 100% recycled and biodegradable 

material, the Mitel 6800 series SIP phones comprise one of 

the most environmentally friendly family of SIP phones on 

the market. 

Feature Keys 
• 2 dedicated line keys with LEDs 

• 6 programmable soft keys with LEDs that can be 
customized to access up to a total of 20 functions 

• 4 context-sensitive system keys that can be 
customized to access up to a total of 18 functions 

• 4-way navigation key with Select/OK button 

• Dedicated function keys. including Conference, 
Transfer. Callers list Hold, Redial. Goodbye, 
Options, 2 volume keys. Mute (with LED} and 
Speaker/Headset (with LED) 

• Optional customizable hard keys for personalized 

key configurations 

• 5 alternative key caps include· DND. CFO, Voice 
Mail, L3, L4 

• Built in USB 2.0 port 

Audio and Codecs 
• Mite/ Hi-0 Audio Technology 

• Hearing aid compatible (HACJ handset 

• Full-duplex quality speakerphone 

• Codecs: G.711 µ-law I A-law. G.729, G.722. AMR"', 
AMR·WB(G.722.2)'. G.726. iLBC, BV16. BV32. L16 

• Echo cancellation 

Mitel I 2 

• Comfort noise utilization 

• Voice Quality Metrics, including MOS 

• USB. DHSG/EHS, and 4-pin modular headset 
support 

Display and Indicators 
• 3.5' OVGA 320x240 pixel color display 

• Intuitive graphical user interface and navigation 

menus 

• Adjustable screen brightness for user comfort in 
different lighting environments 

• Dedicated LED for call and message waiting 
indication 

Security 
• User !lnd administrator level passwords for login 

• Encryption of configuration files 

• HTTPS configuration download and web 
management 

• Phone lock with PIN 

• Digest Authentication 

• Transport Layer Security (TLS} 

• Secure Real-Time Protocol (SRTP} 

XML API Capabilities 
• Display control based on user actions or events 

• Dynamic Phone Configvration 

• RTP Streaming Control 

• CTI applications 

• Extensive XML documentation and sample apps 

Localization 
• Multilingual support - English. French. Spanish, 

Italian, German 

• Downloadable language pack support for 
customization and additional language translations 

• Covntry-specific call progress tones and cadences 

• Latinl. Latin2 Character sets 

Protocol 
• IETF SIP (RFC3261} and associated RFCs 

• Extensive SIP standards compliance 

•license required 



Networking and Provisioning 
• Dual 10/100/1000 Mbps Ethernet ports (LAN/PC} 

• Manual or Dynamic Host Configuration Protocol 
(DHCP) IP address setup 

• Support of multiple OHCP options: 
2,12.42,43,60,66,77, 120,132,159.160 

• Time and date synchronization using SNTP 

• Quality of Service support - IEEE 802.1 p/Q VLAN 
and priority tagging, Type of Service (TOS). and 

Differentiated Services Code Point 

• Integrated HTTPIHTTPS server for web 

administration and maintenance, including a built
in troubleshooting section 

• Mass deployment via central provisioning of user 
configuration files - TFTP. FTP, HTTP. HTTPS 

• TR-069 support 

• Redundant server support 

• DNS-SRV 

• Backup proxy/registrar server support 

• RTCP support (RFC1889) 

• RTP streaming tor Paging and Intercom 
applications 

• IEEE 802.1x 

• LLDP-MED 

Power 
• PoEClass2 

• Dynamic Po£ class changes when expansion 

modules are added 

• Level -v· energy efficiency rated power adapters 

available 
• 87-00012AAA·A (Europe) 
• 87-00013AAA-A (North America} 
• D6700-0131-48-20 (UniversaU 

Package Content 
• Mite/ 6867 SIP Phone (80C00002AAA·AJ 

• Handset and coil cord 

• Adjustable two-angle stand (35° & 60°} 

Accessories 
• M685 LCD Expansion Module (80C00007AAA-AJ 

• M680 Paper Expansion Module (80C00010AAA-AJ 

• K680 QY Keyboard (80C00008AAA-AJ 

• K680 OZ Keyboard (80C00013AAA-A) 

• K680 AY Keyboard (80C00014AAA·AJ 

• Wall Mount Kit (BOC00011AAA-A} 
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Mitel 6865 SIP Phone 

Key Features 

• Support for up to 24 lines when 
connected to an expansion 
module 

• 3.4" 128x48 pixel LCD display 
with soft white backlighting 

• HD wideband audio 

• Eight programmable hard keys 

• Dual GigE Ethernet ports 

• XML capabilities 

• Native DHSG/EHS headset 
support 

• Supports up to three expansion 
modules 

• PoE Class 2 

The Mitel 6865 SIP Phone offers exceptional flexibility in a true enterprise grade SIP desktop phone. 

Supporting up to 24 lines when connected to an expansion module, the 6865 features Dual Gigabit Ethernet 

ports and a large 3.4" (128x48 pixel) LCD display with soft white backlighting and large fonts, making the 

screen easy to read in any lighting conditions. With eight programmable keys. XML capabilities. native DHSG/ 

EHS headset support, a true HD handset, and a speakerphone that delivers remarkable wideband HD audio 

quality. the Mitel 6865 SIP Phone is ideally suited for the small to large business that needs Gigabit throughout 

for PC connectivity. 

Key Features and Benefits 

REMARKABLE AUDIO 

All Mitel 6800 series SIP phones feature high definition 

audio technology to deliver enhanced performance and 

voice clarity. Integrating HD wideband audio codecs, 

advanced audio processing and hardware components 

that support a true wideband frequency range, the 6865 

offers a superior voice experience on each audio path 

- handset, speakerphone or headset port - making 

conversations crystal clear and more life-like. 

oo Miter 

ENHANCED CALL MANAGEMENT 

With an extensive storage capacity for personal directories, 

callers logs, redial lists, and eight programmable key 

entries. the Mitel 6865 SIP Phone is designed to easily 

manage access to all of the most frequently used call 

management features. Even more productivity-enhancing 

features are available at the push of a button. Including 

Shared Call Appearance (SCA). Busy Lamp Fields (BLF). 

three-way conferencing, transfer. call waiting, call park, 

call pickup. intercom and paging. The 6865 supports 

up to three expansion modules, offering additional 

programmable keys that can be used to access a broad list 

of advanced features. 



Flexible Headset Options 

The Mitel 6865 SIP Phone features an innovative headset 

port that uniquely provides dual support for DHSG/EHS 

and modular four-pin headset connections. Users with 

wireless headsets that support DHSG/EHS can connect 

directly to the 6865 using standard third party cables. 

Environmentally Friendly 

All Mite! 6800 series SIP phones have been designed with 

the environment in mind. Using dynamic Power over 

Ethernet (PoE) class reporting, the 6865 has a PoE Class 

2 rating and automatically switches classes when an 

M685 LCD expansion module is connected. enabling the 

phone and network switches to efficiently manage power 

consumption. The /vlitel 6865 SIP Phone also supports 

an optional Efficiency Level ·y compliant power adaptor 

if required. With smaller packaging that includes 100% 

recycled and biodegradable material, the Mitel 6800 series 

SIP Phones comprise one of the most environmentally 

friendly family of SIP phones on the market. 

Feature Keys 
• 2 dedicated line keys with LEDs 

• 8 Programmable keys with LEDs 

• 4-way navigation key with Select/OK button 

• Dedicated function keys. including Conference. 
Transfer, Callers List Hold, Redial, Goodbye, 

Options, 2 volume keys. Mute (with LED) and 
Speaker/Headset (with LED) 

Audio and Codecs 
• Mite/ Hi·Q Audio Technology 

• Hearing ;;iid compatible (HAC) handset 

• Full-duplex quality speakerphone 

• Wideband handset and speakerphone 

• Codecs: G.711 µ-law I A-law. G.729, G.722. AMR*, 
AMR-WB(G.722.2)*. G.726, iLBC, BV16. BV32, L16 

• Echo cancellation 

• Comfort noise utilization 

• Packet loss concealment 

• Voice Quality Metrics, including MOS 

• DHSG/EHS and 4-pin modular headset supported 

Display and Indicators 
• Monochrome LCD 

• 3.4· 128x4B pixel graphical backlit display 

• Soft white backlight for user comfort in any 
lighting condition 

• LED for call and message waiting indication 

Security 
• User and administrator level passwords for login 

• Encryption of configuration files 

• HTTPS configuration and web management 

• Phone lock with PIN 

• Digest Authentication 

• Transport Layer Security (TLS) 

• Secure Real-Time Protocol (SRTP) 

XML API Capabilities 
• Display control based on user actions or events 

• Dynamic Phone Configuration 

• RTP Streaming Control 

• CTI applications 

• Extensive XML documentation and sample apps 

Localization 
• Multilingual support - English. French, Spanish, 

Italian, German 

• Downloadable language pack support for 
customization and additional language translations 

• Country-specific call progress tones and cadences 

• Latinl, Latin2 Character sets 

Protocol 
• IETF SIP (RFC3261} and associated RFCs 

• Extensive SIP standards compliance 



Networking and Provisioning 
• Dual 10110011000 Mbps Ethernet ports (LAN/PC} 

• Manual or Dynamic Host Configuration Protocol 
(DHCP} IP address setup 

• Support of multiple OHCP options: 
2,12,42,43,60,66,77, 120,132.159.160 

• Time and date synchronization using SNTP 

• Quality of Service support - IE££ 802.1 p/0 VLAN 
and priority tagging, Type of Service (TOS). and 
Differentiated Services Code Point 

• Integrated H1TP/H1TPS server for web 
administration and maintenance, including a built
in troubleshooting section 

• Mass deployment via central provisioning of user 
configuration files - TFTP. FTP, HTTP, HTTPS 

• TR-069 support 

• Redundantserversuppon 

• DNS-SRV 

• Backup proxy/registrar server support 

• RTCP support (RFC1889) 

• RTP streaming for Paging and Intercom 
applications 

• /£££ 802.lx 

• LLDP-MED 

Power 
• Po£Class2 

• Dynamic PoE class changes when expansion 
modules are added 

• level -v· energy efficiency rated power adapters 
available 

• 87-00012AAA-A (Europe) 
• 87-00013AAA-A (North America) 
• D6700-01.31-48-20 (Universal) 

Package Content 
• Mitel 6865 SIP Phone (BOC00001AAA-AJ 

• Handset and coil cord 

• Adjustable two-angle stand (JS• & 60°) 

Accessories 
• M685 LCD Expansion Module (80C00007AAA-A) 

• /vl680 Paper Expansion Module (80C00010AAA-A) 

• Wall Movnt Kit (80C0001lAAA-AJ 

'*tice11se required 
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TECHNICAL PROPOSAL 

a. Understanding of the project and its requirements. 

ALLO Response: 

ALLO Communications understands the requirement of the project is to 
replace Centrex with a hosted PBX solution and other services including 
fax and modem services to the State of Nebraska locations that ALLO 
serves. 

ALLO's solution will utilize our existing network connections to the State of 
Nebraska's network in Omaha, Lincoln, and Scottsbluff creating valuable 
redundancy and disaster-recovery capabilities. Additionally, ALLO will (at 
no incremental charge) expand our fiber facilities to connect significant 
locations for this RFP located in our current and future markets providing 
unmatched fiber coverage for the State of Nebraska. 

b. Proposed development approach: 

ALLO Response: 

ALLO Communications provides comprehensive support through every 
phase of the project lifecycle, including implementation and delivery, 
operations management, and account management support. See below chart for our 
development approach: 

Design Deploy Operate Maintain Evolve 

._/Discovery .I Logistics .l24x7 .IManage .IManage 
Su Ort Vendors Chan es 

.IRequlrements ..llnstall & ¥"Notify & .IOnsite ./Plan 
Confi ure Re ort Break-Fix ca aclt 

\/'Planning v"Test & Tum• ./Resolve ...IData .I Upgrades 
u Issues Backup 

c. Technical considerations: 

ALLO Response: 



ALLO currently provides services to the State of Nebraska under these 
technical requirements. ALLO has demonstrated that our service solution is 
technically sound and appropriate for the State. No technical 
considerations exist that have not been described in other sections of this 
response. 

d. Detailed Project Work Plan: 

Dates and time lines will be assigned once ALLO understands the OCIO's 
preferred order of conversion. ALLO will immediately begin the deployment 
of HPBX services after successful network testing. Concurrently, user 
interviews will be used to develop call flows. The HPBX service solution 
will be verified and the users will be trained on the new services. After 
conversion, successful implementation will be verified. This cycle will be 
repeated until all locations have been converted and user satisfaction is 
verified. 

Estimated Schedule 

Week 1 through 4 

• Receive contract award. 
• Kick off Meeting to review time line for replacing Centrex lines 

with HPBX lines, review network requirements, set priority for 
installation locations. 

• Review deployment of HPBX network. Verify configuration for 
QoS, DHCP and VLANS. 

• Receive station call features and call patterns from State in new 
areas to be served. 

• Develop individual site conversion schedule. 
• Begin conducting tours of facilities and verifying call flows. 
• Place equipment orders. 

Week 5 and 6 

Week 7 

• Complete facility tours and call flow verification. 
• Test provisioning and initial services. 

• Test solutions and begin installing IP telephones where 
necessary. 

• Install drop fiber and NIDs to facilities where ALLO has local 
fiber to provide disaster recovery. 



Week 8 

• Begin training on ALLO's services. 
• Begin converting service to ALLO including number porting. 

• Provide on-site support verifying all conversions are complete. 
• Evaluate customer needs and satisfaction to determine on-site 

needs. 
• Prepare first bills and electronic bills. 

e. Deliverables and Due Dates 

ALLO Response: 
The deliverables and due dates will be set with OCIOs project team. All 
lines and telephones are to be ported and working in an equivalent form by 
OCIOS due date. ALLO will deliver and verify telephone configurations and 
stations to the State of Nebraska locations by their due date*. 
After all lines are active, ALLO and the State of Nebraska will continue to 
optimize the communication services in a cost efficient manner. 
*ALLO will install fiber connections to key locations free of charge if the 
OCIO will obtain a benefit from such connections. 





Name Title Report To Responsible for 

Tim Hahn Sales Engineer/Project Kathy Carstenson Project Mangager 

Manager 

Kristan Cross Accunt Manger Chris Peterson NISC, 1st line of trouble, 

billing over all customer 

customer specilist 

Thomas Scheele Hosted PBX Specialist Sonya Pinneo Customer interview, site 

surve, programing, testing 

and training. 

Kyle Nichols Hosted PBX Specialist Chris Peterson Customer interview, site 

surve, programing, testing 

and training. 

Kathy Carstenson Director of Sales Brad Moline Over all project and customer 

expecations. 

NOC 888-760-2556 Jason Wisman 24x7 Support number for 

Enterprize customers. 

15
T LEVEL 

On Duty Technician z-AlloreQairCBC@alloQhone.net 

I I 
888-760-2556 

(1ST HOUR) 

2nd LEVEL Darryl Phillips 
Dphillips2@allophone.net 

720-372-4663 x6001 (O) 

(2ND HOUR} NOC Supervisor 303-507-2694 (M) 

3rd LEVEL Larry Lee, Jr. 308-633-7997 (0) 

(3'd HOUR) 
Sr. Manager, Network lleejr@alloQhone.net 

Operations 
720-232-5016 (M) 

41
h LEVEL Jason Wissman 308-633-7994 (O) 

(4th HOUR) 
Director, Network jwissman@allophone.net 

Operations 
720-438-8648 (M} 

5th LEVEL Jeff Kuenne 308-633-7822 (0) 

(5th HOUR) 
VP, Network jkuen ne@ a lloQho ne .net 

Operations 
816-716-7224 (M) 



II ALLO NOC ESCALATION LIST ii 

I LEVEL II NAME[TITLE II EMAIL ADDRESS II CONTACT#'$ I 
15T LEVEL 

On Duty Technician 
(15T HOUR) 

z-AlloreQairCBC@alloghone.net 888-760-2556 

2nd LEVEL Darryl Phillips 
720-372-4663 x6001 

DQhilliQs2@alloQhone.net (OJ 
(2ND HOUR) NOC Supervisor 303-507-2694 (M) 

3rd LEVEL 
Larry Lee, Jr. 308-633-7997 (O) 

(3'd HOUR) 
Sr. Manager, Network lleejr@alloghone.net 

720-232-5016 (M) 
Operations 

4th LEVEL 
Jason Wissman 308-633-7994 (0) 

(4th HOUR) 
Director, Network jwlssman@alloQhone.net 

720-438-8648 (M) 
Operations 

5th LEVEL Jeff Kuenne jkuenne@alloQhone.net 
308-633-7822 (O) 

(S'h HOUR) VP, Network Operations 816-716-7224 (M) 





Redundancy and Business Recovery Plan (Summary) 

Central Office - ALLO's central office is carrier grade with built in operational 
and geo redundancy. ALLO has 3 dual core voice processors including 
redundant power and battery/generator backups. The equipment is monitored 
24/7. In the event of device failure, redundant cards begin operating 
immediately. ALLO maintains on-site spare components which are hot 
swappable. 

Should an extreme disaster occur damaging the switch room and related 
equipment, ALL O's 3 core sites are connected via a 1 OOG ring and will 
immediately move voice processing to a redundant processor in Omaha, 
Scottsbluff or Denver. 

Fiber Plant - ALLO's fiber plant has redundancy built into the distribution fiber 
including connections to the State of Nebraska's network in Omaha, Lincoln, and 
Scottsbluff. A fiber cut will be re-routed with minimal, or no, customer impact. 
ALL O's fiber assets include 1 OOG ring between Omaha, Lincoln, North Platte, 
Bridgeport, Ogallala, Alliance, Scottsbluff and Denver. ALLO has fiber splicers 
on staff available 24/7. 

Customer Premise Equipment - ALLO maintains an inventory of spare 
electronics that can quickly be deployed to a customer site. In the event of a 
failure, the network operations center will notice the communication degradation 
between the central office and the customer premise equipment and begin 
corrective action immediately. If the degradation is customer impacting, an on
site technician is immediately dispatched with the spare equipment. 

Network Operations - One of the biggest improvements offered by the packet 
switch and fiber optic network versus the old copper circuit switch networks is 
the ability for the network operations center to view signaling to the NID and, in 
the case of IP telephone, to the telephone set at a packet level. Response times 
are vastly improved and in many cases, ahead of the customer noticing 
degradation of service. 

Business Continuity Plan 

Team member Responsibilities: 

Each team member will designate an alternate backup. 
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. Members keep an updated calling list of their team members' work, home and 
cell phone numbers both at home and at work. 

Each member will have a binder for reference at home in case the disaster 
happens during afterhours. All team members will familiarize themselves with 
the contents of this plan. 

Instructions for using the plan: 

1. Invoking the plan 
This plan becomes effective when a disaster occurs. Normal problem 
management procedures will initiate the plan, and remain in effect until 
operations are resumed at the original location (or a replacement location) 
and control is returned to the appropriate functional management. 

2. Disaster declaration 

The Emergency Management Team and Location Response Coordinator 
are responsible for declaring a disaster for Technical Services and 

activating the various recovery teams as outlined in this plan. 

In a major disaster situation affecting multiple business units, the decision 
to declare a disaster will be determined by ALLO Corporate. The 
Emergency Management Team/Location Response Coordinator will 
respond based on the directives specified by Corporate. 

3. Notification 

Regardless of the disaster circumstances, or the identity of the person(s) 
first made aware of the disaster, the Emergency Management Team 
(EMT) must be activated immediately in the following cases: 

• Two (2) or more systems and/or sites are down concurrently for 
three (3) or more hours 

• Five (5) or more systems and/or sites are down concurrently for two 
(2) or more hours 

• Any problem at any system or network facility that would cause 
either of the above conditions to be present or there is certain 
indication that either of the conditions are about to occur 

s 



4. Emergency management procedures 
The following procedures are to be followed by system operations 
personnel and other designated ALLO personnel in the event of an 
emergency. Where uncertainty exists, the more reactive action should 
be followed to provide maximum protection and personnel safety. 

Note: Anyone not recognized by the Technical Services staff as 
normally having business in the area must be challenged by the staff 
who should then notify security personnel. 

These procedures are furnished to ALLO management personnel to 
take home for reference. Several pages have been included to supply 
emergency contacts. 

ln the event of any situation where access to a building housing a system 
is denied, personnel should report to alternate locations. Primary and 
secondary locations are listed below. 

Alternate locations Workplace: Scottsbluff Alternate 

Workplace: Denver, Colorado (NOC) 

Workplace: Omaha 

• Attempt to contact your immediate supervisor or management via 
telephone. Home and cell phone numbers are included in this document 

In the event of a major catastrophe affecting an ALLO facility, immediately notify 
the Network Operations Center. 
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Procedures STEP ACTION 

1. Notify Network Operations Manager of pending event, if time permits. 
2. If impending natural disaster can be tracked, begin preparation of 

site. 
5. In the event of a fire 

In the event of a fire or smoke in any of the facilities, the guidelines and 
procedures in this section are to be followed. 

If fire or smoke is present in the facility, evaluate the situation and 
determine the severity, categorize the fire as Major or Minor and take the 
appropriate action as defined in this section. Call 911 as soon as possible 
if the situation warrants it. 

Personnel are to attempt to extinguish minor fires (e.g., single hardware 
component or paper fires) using hand-held fire extinguishers located 
throughout the facility. Any other fire or smoke situation will be handled by 
qualified building personnel until the local fire department arrives. 

In the event of a major fire, call 911 and immediately evacuate the area. 

In the event of any emergency situation, system site security and personal 
safety are the major concern. If possible, the operations supervisor should 
remain present at the facility until the fire department has arrived. 

In the event of a major catastrophe affecting the facility, immediately notify 
the Network Operations Manager. 
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..... 
Procedure STEP ACTION . .. ' ... ' : 

Dial 9-1-1 to contact the fire department 
I . . ' 

1 

.2 Immediately notify an other pe~onnel in the f~cility o~ ~e sit~ation ~.nd 
~vacuate the area. .._. • ·1 

.. .. ; 
3 ~lert emergency personnel on: . . .. . 

. ' ... .. PHONE NUMBERS 
... . : .. .. 

, ' 
.. .. . . Provide them with your name, extension where you.can:be reached •. 

. . 
ouilding and room numb~r, and"the nature of.the errie'rgency. Follow all 
1instructions given. ·· · · · · , · · · :· · · : · 

... .. " . .. . . .. . . 
• . 7. . . · ,, ... ... . . . 

.. ·4.· Alert the Di.rector .of Network Operations. .. . 
' . . . . . .. ·.:. 

He/she will notify the Emergency Management Team· Coordinator. 

Note: During non-staffed hours, security personnel will notify the 
Regional Technical Manager responsible for 'the· location· directly. 

. !L Contact appropriate vendor personnei to aid in the decision .regarding.'.·; 
,·, · the protection of equipment if·time and circumstance per~it' ... : ·; ·:· ': . ~· : .. 

~ ... 
: 

, . . 
.. ~ .. . "': . . 6 ~II personnel evacuating the facilities will meet at their assigned ·oµtside 

. location (assembly point) and tonow instructions giv.en·by the·designed. 
authority. Under no circumstances may any personnel leave . 
~ithout the consent of supervision. 

The plan will be stored in a common location where it can be viewed by system 
site personnel and the Emergency Management Team. Each recovery team will 
have its own directory with change management limited to the recovery plan 
coordinator. 

The Recovery Plan Coordinator will be responsible for the plan. A recovery plan 
coordinator will be assigned for each company location. Their specific 
responsibilities are as follows: 
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, Frequency of plan update: Quarterly or when there is a change in 
personnel 

1. Provide hard copy of plan to all team members. Team members must store 
copy at home, in a personal car, or electronically via a hand-held device or 
laptop computer. 

2. Regularly review and update information in the disaster recovery plan 
(e.g., contact lists, equipment inventories). Communicate with the 
Emergency Management Coordinator to get up-to-date information 
periodically. 

3. Hold initial team meeting to get team members acquainted with the plan 
and hold annual/semi-annual meetings to review the plan on an ongoing 
basis 

4. Maintain an accurate record of the locations of alternate sites, equipment 
suppliers, data storage locations, portable power generators and 
implementation plans. 

Alert/Verification! Declaration phase (1 - 5 hours) 

1 . Notification of incident affecting the site 
On-duty personnel responsibilities 
If in-hours: 

Upon observation or notification of a potentially serious situation 
during working hours at a system/facility, ensure that personnel on 
site have enacted standard emergency and evacuation procedures if 
appropriate and notify the Location Response Coordinator. 

If out of hours: 
Technical Services personnel should contact the Location Response 
Coordinator. 

2. Provide status to EMT 
1. The Location Response Coordinator (LRC) will contact the Emergency 
Management Team (EMT) and provide the following information when any 
of the following conditions exist: 

• One or more facilities are down for any length of time. 

3. Disaster declared: mobilize incident response team/Report to command 
center 
Once a disaster is declared, the Incident Response Team (IRT) is mobilized. 
This recovery team will initiate and coordinate the appropriate recovery 
actions. IRT members assemble at the Command Center as quickly as 
possible. See Appendix E for Regional Command Center Locations. 
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The LRT remains at the affected site to perform a preliminary damage 
assessment (if permitted} and gather information until the IRT arrives. 

1. Conduct detailed damage assessment (This may also be performed 
prior to declaring a disaster) 

1. Under the direction of local authorities and/or LRC/IRT assess 
the damage to the affected location and/or assets. Include 
vendors/providers if installed equipment to ensure that their 
expert opinion regarding the condition of the equipment is 
determined ASAP. 

11. Participate in a briefing on assessment requirements, 
reviewing: 

1. Assessment procedures 
2. Gather requirements 
3. Safety and security issues 

NOTE: Access to the facility following a fire or potential chemical 
contamination will likely be denied for 24 hours or longer. 

a. Document assessment results using Assessment and Evaluation 
Forms 

1. Building access permitting: 
1. Conduct an on-site inspection of affected areas to 

assess damage to essential hardcopy records (files, 
manuals, contracts, documentation, etc.) and 
electronic data 

2. Obtain information regarding damage to the facility (s) 
(e.g., environmental conditions, physical structure 
integrity, furniture, and fixtures) from the LRC/LRT. 

2. Develop a Restoration Priority List, identifying facilities, vital records and 
equipment needed for resumption activities that could be operationally 
restored and retrieved quickly 

3. Develop a Salvage Priority List identifying sites and records which could 
eventually be salvaged 

4. Recommendations for required resources suppliers, food suppliers and 
others for emergency support. Depending on the incident, its severity and 
alternate location option selected, contact the appropriate alternate site 
organization, the local bank office and other relevant firms. 

5. Notify EMT and corporate business units of recovery startup 
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Using the call list in Appendix 8, notify the appropriate company personnel. 
Inform them of any changes to processes or procedures, contact 
information, hours of operation, etc. (may be used for media information) 

6. Operations recovered - Assuming all relevant operations have been 
recovered to an alternate site, and employees are in place to support 
operations, the company can declare that it is functioning in a normal 
manner at the recovery location. 

7. Coordinate the development of site specific recovery plans and 
ensure they are updated semi-annually. 

8. Location Response Team (LRT) 

Note: See Appendix 8 for contact list. Recommend that technicians and 
other suitably trained staff located at the affected location assume this role. 

Charter: 

The Location Response Team (LRT) is responsible for the initial alerting/ 
notification of the problem to the LRC during normal business hours. During off 
hours, the LRT will be notified along with the LRC. In the event of a disaster 
declaration, this team will become a part of the Incident Response Team. 

Support activities: 

1. Provide the following information to the LRC in the event of an outage: 

a. Type of event 

b. Location of occurrence 

c. Time of occurrence 

2. Coordinate resumption of voice and data communications: 
a. Work with management to re-route voice and data lines, especially 

when alternate site (s) or alternate work locations are predefined 
b. Recover voice mail and electronic mail systems when requested by 

EMT. 
c. Verify voice mail and electronic mail are operational at the alternate 

site. 
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• I 
d. Review the ALLO Minimum Acceptable Operational Requirements 

checklist to determine if sufficient resources are in place to support 
operations 

3. Coordinate resumption of information system operations: 
a. Work with management to recover critical systems, applications and 

infrastructure at recovery site (s) or alternate work locations 
b. Recover critical data files and related information when requested by 

EMT 
c. Ensure that network and perimeter security is re-established at 

alternate location 
d. Verify normal, secure operation of systems and servers at alternate 

site 
e. Review the ALLO Minimum Acceptable Operational Requirements 

checklist to determine if sufficient resources are in place to support 
operations 
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6. Appendix G: Forms . ' . '·~ . .., . . . .. . . . . . " ~. . : : " . 
· ... •: .. . . : . .. .. :· ': . ·:..'- '' ·. . .. 

. ........ . 
1. Incident/Disaster. form 

Upon notification. of. an· incidentfdj$~~tE?r .situation the On::-Puty Pe.rsonneJ will make. th.~ 
initial entries into this·fonn. lt will then be forwarded to·the ECC, where it will be · 
continually updated. This.document .will .be-the running .log. until the ind.dent/disaster ... 
has· ended and "normal business''. has resumed. · 

.... - ,, • . ... . . ..... .... . ~ ... . . ,, - - .. - ·"'' 

TIME AND DATE 

. : 
' . .. ... ·_: : . y 

TYPE OF EVENT 

-~\ . 

..... .... .. . 

LOCATION 

. ' . 

BUILDING ACCESS .ISSUES 
., 

5 



2.Critical equipment status form 
' : :. ,. ' ~ . . 

: .· · , CRITICAL EQUIPMENT STATUS · · · · 
·ASSESSMENT AND EVALUATION-FORM 

: ; . 
,. , 

Recovery Team: 

Equipm~n~ 

[~··----:..ST A TUS-_.,;.. .... ] .. . . · : · . · 
Condition · ' ' · · Salvag·e ·:· · ·-comments :;.. · ·. · · 

..... 

1. ----- - -------- -~- -------·~----
2. ______ __;_-,------'---- --- ---,---------,, .. 

~···----------- --- --- ----------
~ . . : . : . 

4 .. --- --- -------- ·--- --··- · ._ ... _ ._. ------
' .. 

5. ----- ----- - - -- - - - ----------
6. ____ ..__ _ _ - - - -,.,.---,---,-- --- --------------:-:-

7. ··--------~ --=--~~- - ---- _.;.....;..._ ----~---'-__:._.;.-'----
·a .. ·------- - ------ -- - - - --------
'g_ ·. 
----- ---------

10. ----------- - - --- ----------
J,. 

11. ------------- --- ____ ·_· ------.. , 
:12. - - - . - .-.. -. -.. ----------- -
13 .. _ __ - _ · ·_._· ------- - · - -- ___ __..;,.;.._ ____ _ _ .. , 
14. ---------- --- - -- --,--·-~ _· ·_. ----- --: . . : ' . ~ 

15. ----- --- - ---~ --- ----- - - ----- -

Legend . . 

Condition: 

.. -". 

OK- Undamaged 
DBU - Damaged. but usable 

.. . . DS - Damaged, requires-salvage before use · 

. : : .. : ·:··:. D - Destroye~'.· re~~ir~.~ reconstructi~n . .: · .,. : ... : 
.... . .. 

. . 
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I 
5. Mechanical Engineerina (HVAC, Facilities. etc.) 

Comoany ·Name Contact Work Mobile/Cell Phone 

Cozad Services Roaer Keim 308-784-3477 308-325-4317 

. 

6. Add"f 11ona IS UPPl 1ers on rac ors r / C t t 
Comoanv Name Contact Work Mobile/Cell Phone 

-
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2.Critical equipment-status form 
. ' 

CRITICAL EQUIPMENT STATUS 
ASSESSMENT AND EVALUAT:ION F.ORM 

. . . ' 

Recovery Team: · · 

Equipment 

1. 

2. 

~-.. 

4. 

5 . 

6. 

7 . .. 

8: 
9. 
10. 

11 ~ 

:12. 
:13. 
14. 

15. 

Legend . 

Condition: 

.. . 

.. 

· [~ .• .;_ .. ;.sTATUS-_.:..~-] 
Condition · · :· · Salvage ... 

.., 

OK - Undamaged 
DBU - Damaged, but usable 

·comments · ··. ·. · 
. •, . 

. ....... 

, .. 

. . DS - Damaged,. requires salvage before use .. 
: · .. · .;-. .-_ D.:- ·uestroyed, requires reconstruction .:·. ·'-· . '. 

' . 

. .. · 

. "· . 
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. 
5. Mechanical Engineerina (HVAC. Facilities, etc.) 

Comoany Name Contact Work Mobile/Cell Phone 

Cozad Services RoaerKeim 308•784-3477 308-325-4317 

-

6. Add"f 11ona IS upp1 ers on rac ors Ii /C t t 
Companv Name Contact Work Mobile/Cell Phone 

5 
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FORWARD-LOOKING AND CAUTIONARY STATEMJ<:NTS 

This report contains forward-looking statements and info1mation that are based on management's crnTenl expectations as of the dale of this 
document. Statements that are not historical facts, including statements about the Company's plans and expectations for future financial 
condition, results of operations or economic perfonnance, or thal address management's plans and objectives for future operations, and 
statements that assume or are dependent upon future events, are forward-looking statements. The words "may," "should," "could," "would," 
"predict," "potential," "continue," "expect," "anticipate," "future," "intend," "scheduled," "plan," "believe," "estimate," "assume," 
"forecast," "will," and similar expressions, as well as statements in future tense, are intended to identify forward-looking statements. 

The forward-looking statements are based on asswnptions and analyses made by management in light of management's experience and its 
perception of historical trends, current conditions, expected future developments, and other factors that management believes arc appropriate 
under the circumstances. These statements are subject to known and unknown risks, uncertainties, assumptions, and other factors that may 
cause the actual results and performance to be materially difl:erent from any future results or performance expressed or implied by such 
forward-looking statements. These factors include, among others, the risks and uncertainties set forth in "Risk Factors" and elsewhere in 
this report, and include such risks and uncertainties as: 

loan po1tfolio risks such as interest rate basis and repricing risk resulting from the fact that the interest rate characteristics of the student 
loan assets do not match the interest rate characteristics of the funding for those assets, the risk of loss of floor income on certain 
student loans originated under the Federal Family Education Loan Program (the "rfEL Program" or "FFELP"), risks related to the 
use of derivatives to manage exposure to interest rate fluctuations, uncertainties regarding the expected benefits from purchased 
securitized and unsccuritized FFELP, private education, and consumer loans and initiatives to purchase additional FFELP, private 
education, and consumer loans, and risks from changes in levels of loan prepayment or default rates; 

• financing and liquidity risks, including risks of changes in the general interest rate environment and in the securitization and other 
financing markets for loans, including adverse changes resulting from slower than expected payments on student loans in FFELP 
sccwitization trusts, which may increase the costs or limit the availability of financings necessary to purchase, refinance, or continue 

to hold student loans; 

• risks from changes in the educational credit and services markets resulting from changes in applicable laws, regulations, and government 
programs and budgets, such as the expected decline over time in FFELP loan interest income and fee-based revenues due to the 
discontinuation of new FFELP loan originations in 20 IO and potential government initiatives or legislative proposals to consolidate 
existing FFELP loans to the Federal Direct Loan Program or otherwise allow FFELP loans to be refinanced with Federal Direct Loan 

Program loans; 

• the uncertain nature of the expected benefits from the acquisition of Great Lakes Educational Loan Services, Inc. ("Great Lakes") on 
February 7, 2018 and the ability to successfully integrate teclmology, shared services, and other activities and successfully maintain 
and increase allocated volumes of student loans serviced under existing and any future servicing contracts with the U.S. Department 
of Education (the "Department"), which current contract between the Company and the Department accounted for 21 percent of the 
Company's revenue in 2017, risks to the Company related to the Department's initiative to procure new contracts for federal student 
loan servicing, including the risk that the Company on a post-Great Lakes acquisition basis may not be awarded a contract, risks related 
to the development by the Company and Great Lakes of a new student loan servicing platform, including risks as to whether the 
expected benefits from the new platform will be realized, and risks related to the Company's ability to comply with agreements with 
third-party customers for the servicing of FFELP, Federal Direct Loan Program, and private education and consumer loans; 

• risks related to a breach of or failure in the Company's operational or information systems or infrastructure, or those of third-paity 
vendors, including eybersecurity risks related to the potential disclosure of confidential student loao borrower and other customer 

infom1ation; 

uncertainties inherent in forecasting fature cash flows from student loan assets and related asset-backed securitizations; 

• the unce1tain nature of the expected benefits from the acquisition of ALLO Communications LLC on December 31, 2015 and the 
ability to integrate its communications operations and successfully expand its fiber network in existing service areas and additional 
communities and manage related construction risks; 

• risks and uncertainties related to initiatives to pursue additional strategic investments and acquisitions, including investments and 
acquisitions that arc intended to diversify the Company both within and outside of its historical core education-related businesses; and 

risks and uncertainties associated with litigation matters and with maintaining compliance with the extensive regulato1y requirements 
applicable to the Company's businesses, reputational and other risks, including the risk of increased regulatory costs, resulting from 
the recent politicization of student loan servicing, and uncertainties inherent in the estimates and assumptions about future events that 
management is required to make in the preparation of the Company's consolidated financial statements. 

All forward-looking statements contained in this report are qualified by these cautionary statements and arc made only as of the date of 
this document. Although the Company may from time to time voluntarily update or revise its prior forward-looking statements to reflect 
actual results or changes in the Company's expectations, the Company disclaims any commitment to do so except as required by securities 

laws. 
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PARTI. 
ITEM 1. lJUSlN.RSS 

Overview 

Nelnet, Inc. (the "Company") is a diverse company with a focus on delivering education-related products and services and loan 
asset management. The largest operating businesses engage in student loan servicing, tuition payment processing and school 
information systems, and conununications. A significant portion of the Company's revenue is net interest income earned on a 
portfolio of federally insured sludent loans. The Company also makes investments to further diversify the Company both within 
and outside ofits historical core education-related businesses, including, but not limited lo, investments in real estate and start-up 
ventures. Substantially all revenue from external customers is earned, and all long-lived as:'lets are located, in the United States. 

The Company was formed as a Nebraska corporation in 1978 to service federal student loans for two local banks. The Company 
built on this initial foundation as a servicer to become a leading originator, holder, and servicer (if federal student loans, principally 
consisting ofloans originated under the Federal Family Education Loan Program. A detailed description of the FFEL Program is 
included in Appendix A to this report. 

The Health Care and Education Reconciliation Act of2010 (the "Reconciliation Act of2010") discontinued new loan originations 
under the FFEL Program, effective July I, 2010, and requires that all new federal student loan originations be made directly by 
the Department through the Federal Direct Loan Program. This law docs not alter or affect the terms and conditions of existing 
FFELP loans. 

As a result of the Reconciliation Act of20 I 0, the Company no longer originates new FFELP loans. However, a significant portion 
of the Company's income continues to be derived from its existing FFELP student loan portfolio. As of December 3 .1, 2017, the 
Company had a $21.8 bi11ion loan portfolio, consisting primarily of FFELP loans, that management anticipates wi 11 amottize over 
the next approximately 20 years and has a weighted average remaining life of7.5 years. Interest income on the Company's existing 
FFELP loan portfolio will decline over time as the portfolio is paid down. However, since July l, 20 I 0, which is the effective 
dale on and after which no new loans can be originated under the FFEL Program, the Company has purchased $21 .4 billion of 
FFELP loans from other FFELP loan holders looking to adjust their FFELP businesses. The Company believes there may be 
additional opportunities to purchase FFELP portfolios to generate incremental earnings and cash tlow. However, since all FFELP 
loans will eventually run off, a key objective of the Company is to reposition the Company for the post-FFELP environment. 

To reduce its reliance on interest income on student loans, the Company has expanded its services and products. This expansion 
has been accomplished through internal growth and innovation as well as business acquisitions. In addition, in 2009, the Company 
began servicing federally owned student loans for the Department. As of December 31, 2017, the Company was servicing $172.7 
billion of student loans for 5.9 million borrowers on behalf of the Department. 

Recent Developments 

On February 7, 2018, the Company acquired 100 percent of the outstanding stock of Great Lakes for a pw·chase price of$150.0 
million in cash. Nelnet Servicing, LLC ("Nelnet Servicing"), a subsidiary of the Company, and Great Lakes are two of the four 
large private sector companies (referred to as Title IV Additional Se1vicers, or "TIVAS") that have student loan servicing contracts 
awarded by the Department in Jwie 2009 to provide servicing for loans owned by the Department. 

Going forward, Greal Lakes and the Company will continue to service their respective government-owned portfolios on behalf 
of the Department, while maintaining their distinct brands. independent servicing operations, and teams. Likewise, each entity 
will continue to compete for new student loan volume wider its respective existing contract with the Department. Nelnet will 
integrate technology, as well as shared sc1vices and other activities, to become more efficient and effective in meeting borrower 
needs. 

Headquartered in Madison, Wisconsin, Great Lakes has approximately 1,800 employees and as of December 31, 2017, Great 
Lakes was servicing $224.4 billion in government-owned student loans for 7.5 million borrowers, $10.7 billion in FFELP loans 
for almost 479,000 borrowers, and $8.5 billion in private education and conswner loans for over 4 I 5,000 borrowers. 

The operating results of Great Lakes will be included in the Company's Loan Systems and Servicing operating segment beginning 
February 7, 2018. 
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Operating Segments 

The Company has four reportable operating segments sununarized below. 

Loan Systems and Servidng 
Referred to as Nelnet Diversified Solutions ("NDS") 
Focuses on student loan servicing, consumer loan origination and servicing, student loan servicing-related technology 
solutions, and outsourcing services for lenders and other entities 

• Includes the brands Nelnet Loan Servicing, Firstmark Services, GreatNet Solutions, and Proxi 

Tuition Payment Processing and Campus Commerce 
• Referred to as Nelnet Business Solutions ("NBS") 
• Focuses on tuition payment plans and billings, financial needs assessment services, online payment and refund 

processing, school information system software, payment technologies, and professional development and 
educational instruction services 

• lncludcs the brands FACTS Management, Nelnet Campus Commerce, RenWeb, PaymentSpring, and FACTS 
Education Solutions 

Communications 
• Includes the operations of ALLO Communications LLC ("ALLO") 
• Focuses on providing fiber optic service direclly to homes and businesses for internet, broadband, telephone, and 

television services 

Asset Generation and Management 
• Includes the acquisition and management of the Company's student and other loan assets 

Segment Opel'ating Results 

The Company's reportable operating segments are defined by the products and services they offer or the types of customers they 
serve, and they reflect the manner in which financial information is currently evaluated by management. The Company includes 
separate financial information about its repo11able segments, including revenues, net income or Joss, and total assets for each of 
the Company's reportable segments, for the last three fiscal years in note 15 of the notes to consolidated financial statements 
included in this report. For segment reporting purposes, business activities and operating segments that are not reportable are 
combined and included in "Corporate and Other Activities." 

Loan Systems and Servicing 

The primary service offerings of this operating segment include: 

Servicing federally-owned student loans for the Department 
• Servicing FFELP loans 

Originating and servicing private education and consumer loans 
Providing student loan servicing software and other information technology products and services 

• Providing outsourced services including call center, processing, and marketing services 

In addition, this segment provided servicing, outsourcing services, and collection services to two FFELP guaranty agencies. The 
contract with one agency expired on October 31, 2015, and was not renewed. The remaining guaranty agency customer exited 
the FFELP guaranty business at the end of its contract term on June 30, 2016. After the expiration of this contract, the Company 
has no remaining guaranty revenue. 

As of December 31, 2017, the Company serviced $211.4 billion of student loans for 7.8 million borrowers. See Part II, Item 7, 
"Management's Discussion and Analysis ofFinancial Condition and Results of Operations - Loan Systems and Servicing Operating 
Segment- Results of Operations - Student Loan Servicing Volumes" for additional information related to the Company's servicing 
volume. 
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Servicing federallv-owned student loans for the Departme111 

As previously discussed, the Company is one of four large private sector companies, or TTVAS, awarded a student loan servicing 
contract by the Department in June 2009 to provide additional servicing capacity for loans owned by the Department. These loans 
include Federal Direct Loan Program loans originated directly by the Department and FFEL Program loans purchased by the 
Department. Under the servicing contract, Ute Company earns a monthly fee from the Department for each unique borrower who 
has loans owned by the Department and serviced by the Company. The amount paid per each unique borrower is dependent on 
the status of the borrower (e.g., in school or in repayment). As of December 31, 2017, the Company was servicing $172.7 billion 
of student loans for 5.9 million borrowers under its contract with the Department. The Department is the Company's largest 
customer, representing 21 percent of the Company's revenue in 2017. 

The servicing contract with the Department is currently scheduled to expire on June 16, 2019. In April 2016, the Department 
announced a new contract procurement process to acquire a single servicing platform to manage all student loans owned by the 
Department. In May 2016, Nelnet Servicing and Great Lakes submitted a joint response to the procurement as part of their C'rreatNct 
Solutions, LLC ("GrcatNet") joint venture created to respond to the contract solicitation process and to provide services under a 
new contract in the event that the Department selects it for a contract award. 

On August 1, 2017, the Department canceled the prior procurement process. On February 20, 2018, the Department's Office of 
Federal Student Aid ("FSA") released information regarding a new contract procurement process. The contract solicitation process 
is divided into two phases. Responses for Phase One are due on April 6, 2018. The contract solicitation requests responses from 
interested vendors for nine components, including: 

• Component A: Enterprise-wide digital platform and related middleware 
• Component B: Enterprise-wide contact center platform, customer relationship management (CRM), and related 

middleware 
• Component C: Solution 3.0 (core processing, related middleware, and rules engine) 
• Component D: Solution 2.0 (core processing, related middleware, and rules engine) 
" Component E: Solution 3.0 business process operations 
• Component F: Solution 2.0 business process operations 
• Component G: Enterprise-wide data management platform 
• Component H: Enterprise-wide identity and access management (1AM) 
• Component I: Cybersecurity and data protection 

The solicitation indicates Component C (Solution 3.0) is anticipated to he tailored for new customers and Component D (Solution 
2.0) is anticipated to serve as the primary environment for FSA's existing customers. After Solution 3.0 is deployed, FSA will 
determine the best distribution of loans between Solution 2.0 and Solution 3.0. In addition, more than one business process 
solution may be selected for Components E and F. 

Vendors may provide a response for an individual, multiple, or all components. The Company intends to respond to Phase One 
of the solicitation. 

The Department also has contracts with 31 not-for-profit ("NFP") entities to service student loans, although five NFP servicers 
currently service the volume allocated to these 31 entities. One NFP servicer exited the Federal Direct Loan Program servicing 
business in August 2016. The Company licenses its remote-hosted servicing software to three of the five NFP serviccrs. 

New loan volume was historically allocated by the Department among the fow- TlVAS based on certain performance metrics 
established by the Depat1ment beginning in 2010. The Department currently allocates new loan volume among the TIVAS and 
NFP servicers based on the following performance metrics: 

Two metrics measure the satisfaction among separate customer groups, including borrowers (35 percent) and Federal 
Student Aid perso1U1cl who work with the servicers (5 percent). 

• Three metrics measure the success of keeping borrowers in an on-time repayment status and helping borrowers avoid 
default as reflected by the percentage of borrowers in current repayment status (30 percent), percentage of borrowers 
more than 90 days but fewer than 271 days delinquent (15 percent), and percentage of borrowers over 270 days and 
fewer than 361 days delinquent (15 percent). The loans are evaluated in 15 different loan portfolio stratifications to 
accoWlt for differences in portfolios. 
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The allocation of ongoing volume is determined twice each year based on lhc performance of each servicer in relation to the other 
servicers. Quarterly results arc compiled for each servicer. The average of lhe September and December quarter-end results are 
used to allocate volume for the period from March 1 to August 31, and the average of the March and June quarter-end results are 
used to allocate volume for the period from September l to February month end, or each year. 

The following table shows the Company's rankings and percent of new volume allocated to the Company since the inception of 
the Department's allocations of new Joan volume based on performance metrics methodologies under this contract: 

Rcvi8Cd Mc&rics, Nl'J>s 
received 25% ofvolwne Current Metrics 

Initial Metrics(~) (b) (Common Metrics forTIYAS and Nl'l's) 

l'efformance 
Evaluation 

Period 

Defuulted 
borrower# 

Defaulted 
borrower$ 

Borrower 
survey 

School 
survey 

PSA6UI'Vey 

Overall 
ranking 

Allocation 

Allacalion 
period 

(a) 

2 3 4 5 6 7 8 9 10 ll 

Borrower 
4 4 2 survey 2 2 4 2 2 

J:ISA 
4 4 2 survey 2 2 2 4 4 3 

Current 
4 4 3 2 2 repay% 4 4 10 3 7 6 

91-270 
2 2 2 1 2 Repay% 4 4 10 6 7 7 

271-360 
3 3 3 J 4 Rep3y% 4 4 10 9 7 8 

4 4 2 4 4 8 5 5 4 

16% 16% 30% 30% 26% 14% 13% 8% 12% 11% 11% 
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During the fin.I five years oftllc servicing contract, the Department allocated 100 percent of new lowt volume among the fow· TlVAS based on the 
following pe1foJ1I1ance metrics: 

Two perfonnance metrics measllred the success of default prevention effo11s as reflcclcd by the percentage of borrowers (20 percent) and 
percentage of dollars (20 percenl) in each scrvice1Js portfolio that went into default. 

Three metrics measured the satisfaction among separate borrower b'TOUps, including borrowers (20 percent), financial aid per~onnel at 
poslsecondary schools participating in federnl student loan programs (20 percent), and l'eclernl Student Aid and other federal agency personnel 
OT contractors who worked with the se1vicers (20 percent). 

(b) 1"or these perfom,ance evaluation periods (6 and 7 in the above table), the 1\umcrical rankings are among the four TlVAS, since the Nf Ps received a 
fixed 25 percent of the over.ill new loan volwnc. Prior to these evaluation periods, the NFPs sc1viced loans for up to l00,000 borrower accounts and 
wc!'e not subject to allocatio11s based on performance. 

Incremental revenue components earned by the Company from the Department (in addition to loan servicing revenues) include: 

Administration of the Tntal and Permanent Disability (TPD) Discharge program. The Company processes applications 
for the TPD discharge program and is responsible for discharge, monitoring, and servicing TPD loans. Individuals who 
arc totally and permanently disabled may qualify for a discharge of their federal student loans, and the Company processes 
applications under the program and receives a fee from the Department on a per application basis, as well as a monthly 
servicing tee during the monitoring period. The Company is the exclusive provider of this service to the Depa1tmcnt. 

• Origination nf consolidation loans. Beginning in 2014, the Departmeotimplementcda process to outsource the origination 
of consolidation loans whereby each of the four TIVAS, and beginning in December 2017, each of the NFP servicers, 
receives Federal Direct Loan consolidation origination volume based on b01rnwer choice. The Department pays the 
Company a fee for each completed consolidation loan application it processes. The Company services the consolidation 
volume it originates. 

Servicing FFELP loans 

The Loan Systems and Servicing operating segment provides for the servicing of the Company's student loan portfolio and the 
porlfolios of third parties. The loan servicing activities include Joan conversion aclivities, application processing, borrowerupdates, 
Cllstomer service, payment processing, due diligence procedures, funds management reconciliations, and claim processing. These 
activities are performed internally for the Company's portfolio, in addition to generating external fee revenue when performed for 
third-party clients. 
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The Company's student loan servicing division uses proprietary systems to manage the servicing process. These systems provide 
for automated compliance with most of the federal student loan regulations adopted under Title IV of the Higher Education Act 
of 1965, as amended (the "Higher Education Act"). 

The Company serviced FFELP loans on behalf of 29 third-party servicing customers as of December 31, 2017. The Company's 
FFELP servicing customers include national and regional banks, credit unions, and various state and nonprofit secondary markets. 
The majority of the Company's external FFELP loan servicing activities are performed under "life of loan" contracts. Life ofloan 
contract servicing essentially provides that as long as the loan exists, the Company shall be the sole servicer of that loan; however, 
the agreement may contain "deconversion" provisions where, for a fee, the lender may move the loan to another servicer. 

The discontinuation of new FFELP loan originations in July 20 IO has caused and will continue to cause FFELP se1vicing revenue 
to decline as these loan portfolios are paid down. However, the Company believes there may be opportunities to service additional 
FFELP loan portfolios from current FFELP participants as the program winds down. 

Originating and servicing pl'ivate education and consumer loans 

The Loan Systems and Servicing operating segment conducts origination and servicing activities for private education and consumer 
loans. 

Private education loans arc non-federal loans made to students or their families; as such, the loans are not issued or guaranteed by 
the federal government. These loans are used primarily to bridge the gap between the cost of higher education and the amount 
funded through financial aid, federal loans, or the bonowers' personal resources. Although similar in terms of activities and 
functions as FFELP loan servicing (i.e., application processing, disbursement processing, payment processing, customer service, 
statement distribution, and repo1ting), private education loan servicing activities are not required to comply with provisions of the 
Higher Education Act and may be more customized to individual client requirements. 

The Company has invested in modernizing key technologies and services to position its consumer loan servicing business for the 
long-term, expanding services to include personal loan product~ and other consumer installment assets. Improvements allow for 
diversified products to be both originated and serviced wilh state-of-the-art application and servicing platforms to drive growth 
for the Company's client partners. Presenting a very wide market oppo1tunity of new entranL', and existing players, consumer 
lending is a key growth area. In both back-up servicing and full servicing partnerships, the Company is a valuable resource for 
consumer lenders and asset holders as it allows for leveraged economies of scale, high compliance, and secure service to client 
partners. 

The Company serviced private education and consumer loans on behalf of27 third-party servicing customers as of December 31, 
2017. In addition, the Company provides back-up servicing arrangements to assist nine entities for more than 800,000 borrowers. 
For a monthly fee, these arrangements require a 30 to 90 day notice from a triggering event to transfer the customer's servicing 
volume to the Company's platform and becoming a full servicing customer. 

Providing student loan se,vicing so/i:ware and other information technology produc/s and services 

The Loan Systems and Servicing operating segment provides data center services and stndent loan servicing software for servicing 
private education and federal loans. These proprietary software systems are used internally by the Company and licensed to third
party student loan holders and serviccrs. These software systems have been adapted so they can be offered as hosted servicing 
software solutions that can be used by third parties to service various types of student loans, including Federal Direct Loan Program 
and FFEL Program loans. The Company earns a monthly fee from its remote hosting customers for each Wliquc horrower on the 
Company's platfonn, with a minimum monthly charge for most contracts. As of December 31, 2017, 2.8 million borrowers were 
hosted on the Company's hosted se1vici11g software solution platfonns. 

Providing outsourced se,vices including call centet; processing. and marketing services 

The Company provides business process outsourcing specializing in contact center management. The contact center solutions 
and services include taking inbound calls, helping with outreach campaigns and sales, and interacting with customers through 
multi-channels. 
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Competition 

The Company's scalable servicing platform allows it to provide compliant, efficient, and reliable service at a low cost, giving the 
Company a competitive advantage over others in the industry. The principal competitor for existing and prospective FFELP and 
private education loan servicing business is Navient Corporation ("Navicnt"). Navient is the largest for-pwtit provider of servicing 
functions. In contrast to its competitors, the Company has segmented its private education loan servicing on a distinct platform, 
created specifically to meet the needs of private education student Joan bon-owcrs, their families, the schools they attend, and the 
lenders who serve them. This ensures access to specialized teams with a dedicated focus on servicing these borrowers. 

With the elimination of new loan originations under the FFEL Program, four servicers, including the Company, were named by 
the Department in 2009 as se1vicers of federally-owned loans. The three other servicers are Great Lakes (now owned by the 
Company), Fed.Loan Servicing (Pennsylvania Higher Education Assistance Agency ("PHEAA")), and Navient. In addition, the 
Department has contracts with 31 NFP entities to service student loans that are serviced by five prime NFP servicers. These NFP 
entities were authorized in 2012 to begin servicing loans for existing borrower accoW1ts. While previously these entities have only 
se1viced existing Joans, beginning in the first quarter of 2015, they began to receive a portion of new bo1Tower loan activity. The 
Company cwTently licenses its hosted servicing software to 3 prime NFP se1vicers that represent 13 NFP organizations. PHEAA 
is the only other TIVAS servicer offering a hosted Federal Direct Loan Program servicing solution to the NFP servicers. 

The Company is one of the leaders in the development of servicing software for guaranty agencies, consumer loan programs, the 
federal Direct Loan Program, and FFELP student loans. Many student loan lenders and servicers utilize the Company's software 
either directly or indirectly. The Company believes the investments it has made to scale its systems and to create a secure 
infrastructure to support the Department's servicing volume and requirements increase its competitive advantage as a long-tenn 
partner in the loan servicing market. 

Tuition Payme1tt Processing and Campus C"mmerce 

The Company's Tuition Payment Processing and Campus Conunerce operating segment provides products and services to help 
sludents and families manage the payment of education costs at all levels (K-12 and higher education). It also provides innovative 
education-focused technologies, services, and support solutions to help schools automate administrative processes and collect and 
process commerce data. The Company also provides to K-12 schools professional development and educational instruction services 
and prnvides payment technology and services for software platforms, businesses, and nonprofits beyond the K-12 and higher 
education space. 

The majority of this segment's customers are located in the United States; however, the Company has begun providing it'> products 
and services in Australia, New Zealand, and SoutheastAsia, and currently believes there are opportunities to increase its customer 
base and revenues internationally. 

See Part II, Item 7, "Management's Discussion and Analysis of financial Condition and Results of Operations -Tuition Payment 
Processing and Campus Commerce Operating Segment- Results of Operations" for a discussion of the seasonality of the business 
in this operating segment. 

In the K-12 market, the Company offers tuition management services, assistance with financial needs assessment and donor 
management, school information systems, and professional development and education instruction services. The Company 
provides services for nearly l 1,500 K-12 schools and serves 2.2 million families representing 3 .2 million students. 

The Company is the market leader in actively managed tuition payment plans and financial needs assessment services. Tuition 
management services include payment plan administration, incidental billing, accounts receivable management, and record 
keeping. K-12 educational institutions contract with the Company to administer deferred payment plans that allow families to 
make monthly payments generally over 6 to 12 months. The Company collects a fee from either the institution or the payer as an 
administration fee. 

The Company's financial needs assessment service helps K-12 schools evaluate and determine the amount of financial aid to 
disburse to the families it serves. The Company's donor services allow schools to assess and deliver strategic fundraising solutions 
using the latest technology. 

Ren Web provides school information systems to help schools automate administrative processes such as admissions, enrollment, 
scheduling, student billing, attendance, and grade boo.k management. RenWeb's information systems software is sold as a 
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subscription service to schools. Ren Web also offers a streamlined, social, and fully integrated learning management system to 
enhance classroom instruction for both teachers and students. The combination of Ren Web's school adminlslration software, 
learning management system, and the Company's tuition management and financial needs assessment services has significantly 
increased the value of the Company's offerings in this area, allowing the Company to deliver a comprehensive suite of solutions 
to schools. 

Under the brand FACTS Education Solutions, the Company provides customized professional development services for teachers 
and school leaders as well as instmctional services for students experiencing academic challenges. These services provide 
continuous advance learning and professional development while helping private schools identify and attain equitable participation 
in federal education programs. 

Higher Educaiion 

The Company offers two principal products to the higher education market: actively managed tuition payment plans, and campus 
commerce technologies and payment processjng. The Company provides service for 970 colleges and universities worldwide and 
serves 7 million students and families. 

Higher education institutions contract with the Company to administer actively managed payment plans that allow the student and 
family to make monthly payments on either a semester or annual basis. The Company collects a fee from the student or family as 
an administration fee. 

The Company's suite of campus commerce solutions provides services that allow for families' electronic billing and payment of 
campus charges. Campus conunerce includes cashiering for face-to-face transactions, campus-wide commerce management, and 
refunds management, among other activities. The Company cams revenue for e-billing, hosting and maintenance, credit card 
processing fees, and e-payment transaction fees, which arc powered by the Company's secure payment processing systems. 

The Company's campus commerce products are sold as a subscription service to colleges and universities. The systems process 
payments through the appropriate channels in lite banking or credit card networks to make deposits into the client's bank account. 
The systems can be further deployed to otJ1er departments around campus as requested (e.g., application fees, alumni giving, 
parking, events, etc.). 

Non-education services 

Under the brand PaymentSpring, the Company has expanded its customer base to include both education and non-education 
customers. PaymentSpring offers payment services including electronic transfer and credit card processing, reporting, billing and 
invoicing, mobile and virtual terminal solutions, and specialized integrations to business software. 

Competition 

The Company is the largest provider of tuition management and financial needs assessment services to the private and faith-based 
K-12 market in the United States. Competitors include financial institutions, tuition management providers, financial needs 
assessment providers, accounting finns, and a myriad of software companies. 

In the higher education market, the Company targets business offices at colleges and universities. In this market, the primary 
competition is limited to only a few campus commerce and tuition payment providers, as well as solutions developed in-house by 
colleges and universities. 

The Company's principal competitive advantages are (i) the customer service it provides to institutions and consumers, (ii) the 
technology provided with the Company's service, and (iii) the Company's ability to integrate its technology with the institution 
clients and their third party service providers. The Company believes its clients select products primarily based on technology 
features, functionality, and the ability to intebJJate with other systems, but price and service also impact the selection process. 

Communications 

On December 31, 2015, the Company acquired the majority oft.he membership interests of ALLO. ALLO derives its revenue 
primarily from the sale of telecommunication services, including internet, broadband, telephone, and television services, to business 
and residential customers in Nebraska, and specializes in high-speed intemet and broadband services available through its all
fiber network. ALLO currently serves the Scottsbluff, Gering, Bridgeport, North Platte, Ogallala, Alliance, and Lincoln 
communities in Nebraska. ALLO began providing services in Lincoln, Nebraska in September 2016, as part of a multi-year project 
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to pass substantially all commercial and residential properties in the community. In the fourth quarter of20J 7, ALLO announced 
plans to expand its network to make services available in Hastings, Nebraska and Fort Morgan, Colorado. This will expand total 
households in ALLO's cwrent markets from 137,500 to over 152,000. Jn December 2017, the Fort Morgan city council approved 
a 40-year agreement with A,LLO for ALLO to provide broadband service over a fiber network that the city will build and own, 
and ALLO will lease and operate to provjde services to subscribers. ALLO plans to continue expansion to additional communities 
in Nebraska and Colorado over the next several years. 

Internet, broadband, and television services 

Internet, broadband, and television services include data and video products and services to residential and business subscribers. 
ALLO data services provide high-speed internet access over ALLO's all-fiber network at various symmetrical speeds up to 1 
gigabit per second for residential customers, depending on the nature of the net\vork facilities that are available, the level of service 
selected, and the geographic market availability. A LLO also offers a variety of data connectivity services for businesses, including 
Ethernet services capable of multiple connections over ALLO's fiber-based networks. ALLO's Internet Protocol Television Video 
("IPTV") services range from limited basic service to advanced television, which includes several plans, each with hundreds of 
local, national, and music channels, including premiwn and pay-per-view channels, as well as video on demand service. Subscribers 
may also subscribe to ALLO's advanced video services, which consistofhigh definition television, digital video recorders ("DVR"), 
and/or a whole home DVR. ALLO's whole home DVR gives customers the ability to watch recorded shows on any television in 
the house, record multiple shows at one time, and utilize an intuitive on-screen guide and user interface. 

A LLO expects that internet and broadband services will continue to increase as a more signi ti cant component ofits overall services, 
and offset the anticipated decline in traditional residential telephone and television services. 

Telephone services 

Local calling services include a full suite of telephone services, including basic services, primary rate interface ("PRI"), and session 
initiation protocol ("SlP"}. ALLO's service plans include options for voicemail and other enhanced custom calling features including 
hunting, caller ID, call f01warding, and call waiting, among others. Services are charged at a fixed monthly rate or can be blUldled 
wilh selected services at a discounted rate. ALLO provides a hosted p1ivate branch exchange ("PBX") package, whjch utilizes a 
soft switch and allows the customer the flexibility of utilizing new telephone technology and features without investing in a new 
telephone system. The package bundles local service, calling features, and internet protocol ("IP") business telephones. 

Long-distance services include traditional domestic and international long distance, which enables customers to make calls that 
terminate outside their local calling area. These services also include toll-free calls and conference calling. ALLO offers a variety 
oflong distance plans, including unlimited flat-rate calling plans, and offers a combination of subscription and usage fees. 

Sales and marketing 

The key components of ALLO's overall marketing strategy include: 

• Promoting the advantages of an all-fiber network connected directly to homes and businesses capable of delivering 
synchronous internet speeds of over one gigabit per second 

• Building complete fiber communities by passing all homes and businesses within its network 
• Organizing sales and marketing activities around consumer, enterprise, and carrier customers 
• Positioning ALLO as a single point of contact for customers' communications needs 
• Providing customers with a broad array of internet, broadband, television, and telephone services and bundling these 

services whenever possible 
• Providing excellent local customer service, including 24/7 /365 customer support to coordinate installation ofnew services, 

repair, and maintenance functions 
• Developing and delivering new services to meet evolving customer needs and market demands 
• Utilizing proven modern technology to deliver services 

ALLO cunently offon; services through direct marketing, call centers, its website, commtmication centers, and corrunissioned 
sales representatives. ALLO markets its services both individually and as bundled services, including it<; triple-play offering of 
internet, television, and telephone services. By bundling service offerings, ALLO is able to offer and sell a more complete and 
competitive package of services, which simultaneous! y increases its margin per customer and adds value for the consumer. Al -LO 
also believes that bundling leads to increased customer loyalty and retention. 
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Network architecture and l.ech110/ogy 

ALLO has made significant investments in its technologically advanced telecommunications networks. As a result, ALLO is able 
to deliver high-quaJity, reliable internet, broadband, telephone, and television services through fiber optics. ALLO's wide-ranging 
network and extensive use of fiber provide an easy reach into existing and new areas. By bringing the fiber network to the customer 
premises, ALLO can increase its service offerings, quality, and bandwidth services. ALLO's existing fiber network enables it to 
efficiently respond and adapt to changes in technology and is capable of supporting the rising customer demand for bandwidth in 
order to support the growing number of internet devices in tile home. ALLO's all-fiber network enhances its operating efficiencies 
by facilitating new network and technology choices that provide for lower costs to operate. ALLO's networks are supported by 
an advanced digital telephone switch and TPTV service platfonn. The digital switch provides all local telephone customers with 
access to a full suite of telecommunication products, custom calling features, and value-added services. ALLO's fiber network 
utilizes fiber-to-the-premise ("FTTP") networks to offer bundled residential and commercial services. ALLO leverages its high 
definition JPTV headend equipment to distribute content across its network, allowing it to provide a sharp video picture and to 
better manage costs of future channel additions and upgrades. A LLO's network provides substantially all of its marketable homes 
and businesses with bandwidth of 1 gigabit per second or more. 

Growth strategy 

As discussed previously, ALLO plans to increase its customer base with its superior all-fiber network by increasing its share in 
existing markets and entering additional markets eun·ently served by carriers using traditional copper and coaxial cable in their 
telecommunications networks. Although the initial capital expenditures for most of these expansion efforts are expected to be 
significant, A LLO believes that its service ddi very model will continue to generate customer demand sufficient to provide attractive 
retW11s on the capital investment. In addition, ALLO is focused on increasing revenues per customer by capitalizing on increased 
demand for bandwidth by commercial and residential customers. 

Competition 

Telecommunications businesses are highly competitive and continue to face increased competition as a result of technology changes 
and industry legislative and regulatory developments. ALLO faces actual or potential competition from many existing and emerging 
companies, including incumbent and competitive local telephone companies, long distance carriers and resellers, wireless 
companies, internet service providers ("JSPs"), satellite companies, cable television companies, and in some cases by new forms 
of providers who are able to offer competitive services through software applications, requiring a comparatively small initial 
investment. Due to consolidation and strategic alliances within the industry, ALLO cannot predict the number of competitors it 
wit I face at any given time. The wireless business has expanded significantly, causing many residential subscribers of traditional 
telephone services to discontinue those services and rely exclusively on wireless service. Consumers are finding individual 
television shows of interest to them through the internet and are watching content that is downloaded to their computers. Some 
providers, including television and cable television content owners, have initiated what are referred to as "over-the-top" services 
that deliver video content to televisions and computers over the internet. Over-the-top services can include episodes of highly
rated television series in their current broadcast seasons. They also can include content that is related to broadcast or sports content 
that ALLO carries, but that is distinct and may be available only through the alternative source. Finally, the transition to digital 
broadcast television has allowed many consumers to obtain high definition local broadcast television signals (including many 
network affiliates) over-the-air, using a simple antenna. Consumers can pursue each of these options without foregoing any of the 
other options. The incumbent telephone carriers in the markets ALLO serves enjoy certain business advantages, including size, 
financial resources, favorable regulatory position, a more diverse product mix, brand recognition, and connection to virtually all 
of ALLO's customers and potential customers. The largest cable operators also enjoy certain business advantages, including size, 
financial resources, ownership of or superior access to desirable programming and other content, a more diverse product mix, 
brand recognition, and first-in-the-field advantages with a customer base that generates positive cash flow for its operations. 
ALLO's competitors continue to add features and adopt aggressive pricing and packaging for se1vices comparable to the services 
Al ,LO offers. Their success in selling some services competitive with ALLO's can lead to revenue erosion in other related areas. 
ALLO faces intense competition in its markets for long distance, internet access, and other ancillary services that arc impot1ant 
to ALLO's business and to its grnwth strategy. 

11 



A!l!let Generation and Management 

The Asset Generation and Management operating segment includes the acquisition, management, and ownership of the Company's 
loan assets, primarily its federally insured student loan portfolio. As of December 3 l, 2017, the Company's loan portfolio was 
$21.8 billion. The Company generates a substantial portion of its earnings from the spread, refe1Ted to as the Company's loan 
spread, between the yield it receives on its loan portfolio and the associated costs to finance such portfolio. See Part II, Item 7, 
"Management's Discussion and Analysis of Financial Condition and Results of Operations - Asset Generation and Management 
Operating Segment - Results of Operations - Loan Spread Analysis," for further details related to the loan spread. The student 
loan assets are held in a series of education lending subsidiaries and associated securitization trusts designed specifically for this 
purpose. In addilion to the loan spread earned on its portfolio, all costs and activity associated with managing the portfolio, such 
as servicing of the assets and debt maintenance, are included in this segment. 

Loans consist of federally insured student loans, private education loans, and consumer loans. Federally insured student loans 
were originated under the FFEL Prokrram. The Company's portfolio offederally insured student loans is subject to minimal credit 
risk, as these loans are guaranteed by the Department at levels ranging from 97 percent to I 00 percent. Substantially all of the 
Company's loan portfolio (98.8 percent as of December 31, 2017) is federally insured. The Company's portfolio of private education 
loans is subject to credit risk similar to other consumer loan assets. In 2017, the Company began to purchase consumer loans. 

The Higher Education Act regulales every aspect of the federally insured student loan program, including certain communications 
with borrowers, loan originations, and default aversion. Failure to service a student loan pmperly could jeopardize the guaranlee 
on federal student loans. In the case of death, disabilily, or bankruptcy of the bonower, the guarantee covers l 00 percent of the 
loan's principal and accrued interest. 

FFELP loans are guaranteed by state agencies or nonprofit companies designated as guarantors, with the Department providing 
reinsurance to the guarantor. Guarantors are responsible for performing certain functions necessary to ensure the program's 
soundness and accountability. Generally, the guarantor is responsible for ensuring that loans are serviced in compliance w'ith the 
requirements of the Higher Education Act. When a borrower defaults on a FFELP loan, the Company submits a claim to the 
guarantor, who provides reimbursements of principal and accmed interest, subject to the applicable risk share percentage. 

Origination and acquisition 

The Reconciliation Act of 20 IO discontinued originations of new FFELP loans, cffccti vc July l, 20 l 0. However, the Company 
believes there will be ongoing opportunities to continue to purchase FFELP loan portfolios from cWTent FFELP participants looking 
to adjust their FFELP businesses. For example, from July I, 2010 through December 31, 20 l 7, the Company purchased a total 
of $2 l. 4 billion of FFELP student loans from various third parties. However, sjnce al I FFELP loans will eventually run off, a key 
objective of the Company is to reposition the Company for the post-FFELP environment. As such, the Company is actively 
expanding its private education and consumer loan portfolios. The Company's competition for the purchase ofloan portfolios and 
residuals includes large banks, hedge funds, and other student loan finance companies. 

Interest rate risk management 

Since the Company generates a significant portion of its earnings from its loan spread, the interest rate sensitivity of the Company's 
balance sheet is very important to its operations. The cWTent and future interest rate environment can and will affect the Company's 
interest income and net income. The effects on the Company's results of operations as a result of the changing interest rate 
environments arc further outlined in Part IJ, Item 7, "Management's Discussion and Analysis of Financial Condition and Results 
of Operations -Asset Generation and Management Operating Segment - Results of Operations - Loan Spread Analysis" and Part 
II, Item 7 A, "Quantitative and Qualitative Disclosures About Market Risk - Interest Rate Risk." 

Corporate and Other Activities 

Whitetail Rock Capital Management, LLC ("WRCM") 

As of December 3 l, 2017, WRCM, the Company's SEC-registered investment advisor subsidiary, had $874.3 million in asset
backed security assets, consisting primarily of student loan asset-backed securities, under management for third-party customers. 
WRCM earns annual management fees of25 basis points for assets under management and up to 50 percent of the gains from the 
sale of securities or secwities being called prior to the full contractual maturity for which it provides advisory services. During 
20 l 7, WRCM traded almost $1.3 bill ion for their customers, generating $ I O. I mill ion in perfonnance fees. Asswning assets under 
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management remain at their current levels, management fees should be relatively stable in future years. However, the Company 
currently anticipates that opportunities for WRCM to earn performance fees could be limited in future years. 

Real estate and other investments 

The Company makes investments to further diversify itself both within and outside of its historical core education-related 
businesses, including investments in real estate and statt-up venuires. Recent real estate investments have been focused on the 
development of commercial properties in the Midwest, and particularly in Lincoln, Nebraska, where the Company is headquartered. 
These investments include projects for the development of properties in Lincoln's east downtown Telegraph District, where a new 
facility for the Company's student loan servicing operations is located, and a building in Lincoln's Haymarket District that is the 
new headquarters of Hudl, an online video analysis and coaching tools software company for athletes of all levels. The Company 
is also a tenant at Hudl's headquarters. As ofDecember 31, 2017, the total amount of real estate investments by the Company was 
$49.5 million. In addition, the Company has a total equity investment in Hudl of$51.8 million. David S. Graff, a member of the 
Company's board of directors, is a co-founder, the chief executive officer, and a director ofIIudl. 

Regulation and Supervision 

The Company's operating segments and industry partners are heavily regulated by foderal and state government regulatory agencies. 
The following provides a summary of the more significant existing and proposed legislation and regulations affecting the Company. 
A failure to comply with these laws and regulalions could subject the Company to substantial fines, penalties, and remedial and 
other costs, restrictiuns on business, and the loss of business. Regulations and supervision can change rapidly, and changes could 
alter tl1e manner in which the Company operates and increase the Company's operating expenses as new or additional regulatory 
compliance requirements are addressed. 

Loan Systems and Servicing 

The Company's Loan Systems and Servicing operating segment, which services Federal Direct Loan Program, FFELP, and private 
education and consumer loans, is subject to federal and state consumer protection, privacy, and related laws and l'egulutions. Some 
of the more significant federal laws and regulations include: 

The Higher Education Act, which establishes financial responsibility and administrative capability that govern all third-party 
servicers of federally insured student loans 
The Telephone Conswner Protection Act ("TCPA"), which governs conununication methods that may be used to contact 
customers 
The Truth-In-Lending Act and Regulation Z, which governs disclosures of credit terms to consumer borrowers 
The Fair Credit Reporting Act and Regulation V, which governs the use and provision of information to consumer reporting 
agencies 
The Equal Credit Opportunity Act and Regulation B, which prohibits discrimination on the basis or race, creed, or other 
prohibited factors in extending credit 

• The Servicemembers Civil Relief Act ("SCRA"), which applies to all debts incurred prior to commencement of active militaiy 
service and limits the amount of interest, including certain fees or charges that are related to the obligation or liability 
The Electronic Funds Transfer Act ("F.FTA") and Regulation E, which protects individual consumers engaged in electronic 
fund transfers ("EFTs") 

• The Gramm-Leach-Bliley Act ("GLBA'') and Regulation P, which governs a financial institution's treatment of nonpublic 
personal infonnation about consumers and requires that an institution, under certain circumstances, notify conswners aboul 
its privacy policies and practices 

• Laws prohibiting unfair, deceptive, or abusive acts or practices 
Various laws, regulations, and standards that govern government contractors 

As a student loan servicer for the federal government and for financial institutinns, including the Company's FFELP student loan 
portfolio, the Company is subject to the Higher Education Act and related laws, rules, regulations, and policies. The Higher 
Education Act regulates every aspect of the federally insured student loan program. The Company has designed its servicing 
operations to comply with the Higher Education Act, and it regularly monitors the Company's operations to maintain compliance. 

Under the TCPA, plaintiffs may seek actual monetary loss or damages of$500 per violation, whichever is greater, and courts may 
treble the damage award for will fol or knowing violations. In addition, TCPA lawsuits have asserted putative class action claims. 
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The Dodd-Frank Wall Street Reform and Consumer Protection Act (the "Dodd-Frank Act") established the Consumer Financial 
Protection Bureau ("CFPB"), which has broad authority to regulate a wide range of consumer financial product.~ and services. The 
Company's student loan servicing business is subject to CFPD oversight authority. 

In 2015, the CFPB conducted a public inquiry into student loan servicing practices tluoughout the industry and issued a report 
discussing public comments submitted in response to the inquiry, and suggesting a framework to improve borrower outcomes and 
reduce defaults, including the creation of consistent, industty-wide standards for the entire servicing market. 

The CFPB has authority to draft new regulations implementing federal consumer financial protection laws, to enforce those laws 
and regulations, and to conduct examinations of the Company's operations to determine compliance. The CFPD 's authority includes 
the ability to assess financial penalties and fines and provide for restitution to consumers ifit detennines there have been violations 
of consumer financial protection laws. The CFPB also provides consumer financial education, tracks consumer complaints, 
requests data from industry participants, and promotes the availability of financial services to underserved consumers and 
communities. The CFPB has authority to prevent unfair, deceptive, or ahusive acts or practices and to ensure that all consumers 
have access to fair, transparent, and competitive markets for consumer financial products and services. The CFPB's scmtiny of 
financial se1vices has impacted participants' approach to their services, including how the Company interacts with consumers. 

In addition, where a company has violated Title X of the Dodd-Frank Act or CFPB regulations implemented under Title X of the 
Dodd-Frank Act, the Dodd-Frank Act empowers state attorneys general and state regulators to bring civil actions to remedy 
violations of state law. Most states also have statutes that prohibit unfair and deceptive practices. To the extent states enact 
requirements that differ from federal standards or state officials and courts adopt interpretations of federal consumer laws that 
differ from those adopted by the CFPB \.Ulder the Dodd-Frank Act, the Company's ability to offer the same products and services 
to consumers nationwide may be limited. 

As a third-party service provider to financial institutions, the Company is subject to periodic examination by the Federal Financial 
Institutions Examination Council ("FFIEC"). FFTEC is a formal interagency body of the U.S. government empowered to prescribe 
uniform principles, standards, and report forms for the federal examination of financial institutions by the Federal Reserve Banks, 
the Federal Deposit Insurance Corporation ("FDIC"), and the CFPB, and to make recommendations to promote uniformity in the 
supervision of financial institutions. 

Tuition Payment Proce.~.<iing and Campus Commerce 

The Tuition Payment Processing and Campus Conunerce operating segment provides tuition management services and school 
information software for K-12 schools and tuition management services and campus conunerce solutions for higher education 
institutions. The Company also provides payments technologies and payment services for software platfonns, businesses, and 
nonprofits beyond the K-12 and higher education space. As a service provider that takes payment instructions from institutions 
and their constituents and sends them to bank partners, the Company is directly or indirectly subject to a variety of federal and 
state Laws and regulations. The Company's contracts with clients and bank partners require the Company to comply with these 
laws and regulations. 

The Company's payment processing services are subject to the EFTA and Regulation E, which govern automatic deposits to and 
withdrawals from deposit accounts and customers' rights and liabilities arising from the use of debit cards and certain other 
electronic banking services. The Company assists bank pa1tncrs with fulfilling their compliance obligations pursuant to these 
requirements. 

The Company's payment processing services are also subject to the National Automated Clearing House Association ("NACHA") 
requirements, whicl1 include operating rules and smmd risk management procedures to govern the use of the Automated Clearing 
House ("ACH") Network. These rnles are used to ensure that the ACH Network is efficient, .reliable, and secure for its members. 
Because the ACH Network uses a batch process, the importance of proper submissions by NACHA members is magnified. 

The Company is also impacted by laws and regulations that affect the bankcard industry. The Company is registered with Visa, 
Mastercard, American Express, and the Discover Network as a service provider and is subject to their respective rules. 

The Company's higher education institution clients are subject to the Family Educational Rights and Privacy Act (''FERPA"), 
which protects the privacy of student education records. The Company's higher education institution clients disclose certain non
directory information concerning their students to the Company, including contact information, student identification numbers, 
and the amount of students' credit balances pursuant to one or more exceptions under FERPA. Additionally, as the Company is 
indirectly subject to FERPA, it may not permit the transfer of any personally identifiable information to another party other than 
in a manner in which an educational institution may properly disclose it. While the Company believes that it has adequate policies 
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and procedures in place to saicguard the privacy of such information, a breach of this prohihition could result in a five-year 
suspension of the Company's access to the related client's records. The Company may also be subject to similar state laws and 
regulations that restrict higher education institutions from disclosing certain personally identifiahlc student information. 

Some of the Company's K-12 and higher education .institution clients choose to charge convenience fees to students, parents, or 
other payers who make online payments using a credit or debit card. Laws and regulations related to such fees vary from state to 
state and ce1tain states have laws that to varying degrees prohibit the imposition of a surcharge on a cardholder who elects to use 
a credit or deb.it card in lieu or cash, check, or other means. 

The Company's contracts with higher education institution clients also require the Company to comply with regulations promulgated 
by the Department regarding the handling of student financial aid fimds received by institutions on behalf of their students under 
Title IV of the Higher Education Act. On October 30, 2015, the Department amended cash management and other regulations to 
ensure students have convenient access to their Title IV funds, do not incur unreasonable fees, and are not led to believe they must 
open a financial account to receive such funds. 

Communications 

The telecommunications business is subject to extensive federal, state, and local regulation. Under the Telecommunications Act 
of l 996 ("Telecommunications Act"), federal and state regulators share responsibility for implementing and enforcing statutes 
and regulations designed to encourage competition and to preserve and advance widely available, quality telephone service at 
affordable prices. 

At the federal level, the Federal Communications Commission ('' FCC") generally exercises jurisdiction over facilities and services 
of local exchange carriers to the extent they are used to provide, originate, or tenninate interstate or international communications. 
The FCC has tl1e authority to condition, modify, cancel, terminate, or revoke operating authority for failure to comply with appl icahle 
federal laws or FCC rules, regulations, and policies. 

State regulatory commissions generally exercise jurisdiction over carriers' facilities and services to the extent they are used to 
provide, originate, or terminale inttastate communications. In addition, municipalilies and other local government agencies regulate 
the public rights-of-way necessary to install and operate networks. 

The Communications Act or 1934 ("Communications Act") requires, among other things, that telecommunications carriers offer 
services at just and reasonable rates and on non-discriminatory tenns and conditions. The 1996 amendments to the Communications 
Act, contained in the Telecommunications Act, dramatically changed, and likely will continue to change, the landscape of the 
teleconunun.ications industry. The central aim of the Telecommunications Act is to open local telecommunications markets to 
competition while enhancing universal service. The Teleconununications Act imposes a ownber of interconnection and other 
requirements on a11 local communications providers. All telecommunications carriers have a duty to interconnect directly or 
.indirectly with the facilities and equipment of other telecommunications carriers. 

The State of Nebraska Public Services Commission dictates service requirements and fees that have required ALLO to obtain 
franchises from each incorporated municipality in which it operates. ALLO is also required to obtain permits for street opening 
and construction, or for operating franchises to install and expand fiber optic facilities. These pennits or other licenses or agreements 
typically require the payment of fees. 

ALLO's aerial and underground construction operations arc subject to extensive laws and regulations relating to the maintenance 
of safe conditions in the workplace. ALLO could also be subject to potential liabilities in the event it causes a release of hazardous 
substances or other environmental damage resulting from underground objects it encmmtcrs. 

Internet services 

The provision of internet access services is not significantly regulated by ci thcr the FCC or the state commissions. However, the 
FCC has in recent years taken some steps toward the imposition of some controls on the provision of internet access, and has 
asserted that it has jurisdictional authority in some areas related to the promotion of an open internet. The extent of the FCC's 
jurisdiction with respect to the internet has not been resolved, and the outcome could lead to increased costs for A LLO in connection 
with its provision of internet services, and could atlect ALLO's ability to effectively compete. 

As the internet has matured, it has become the subject of increasing regulatory interest. Congress and federal regulators have 
adopted a wide range of measures directly or potentially affecting internet use, including, for example, consumer privacy, copyright 
protections, defamation liability, taxation, obscenity, and unsolicited commercial email. ALLO's internet services arc subject to 
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the Communications Assistance for Law Enforcement Act ("CALEA") requirements regarding law enforcement surveillance. 
Content owners are now seeking additional legal mechanisms to combal copyright infringement over lhe internet. Pending and 
future legislation in this area could adversely affect ALLO's operations as an ISP and relationship with internet customers. 
Additionally, the FCC and Congress are considering subjecting internet access services to the Universal Service funding 
requirements. These funding requirements could impose significant new costs on ALLO's high-speed internet service. Also, the 
FCC and some state regulatory commissions direct certain subsidies to telephone companies deploying broadhand to areas deemed 
to be "unserved" or "underserved." State and local govenunental organizations have also adopted internet-related regulations. 
These various governmental jurisdictions arc also considering additional regulations in these and other areas, such as privacy, 
pricing, service and product quality, and taxation. The adoption of new internet re6rt1lations or lhe adaptation of existing laws to 
the internet could adversely affect ALLO's business. 

On June 12, 2015, the FCC Net Neutrality Order became effective. On December 14, 2017, the FCC voted to repeal the Open 
Internet Order and effectively the net neutrality rules. The previous rules prnhibited ISPs from engaging in blocking, throttling, 
and paid prioritization, and transparency rules compelling the disclosw-e of network management policies were enhanced. The 
FCC was also granted the authority under the rules to hear complaints and take enforcement action if it determined that the 
interconnection activities of ISPs were not just and reasonable, or if ISPs failed to meet general obligations not to hatm consumers 
or what arc referred to as edge providers. The final version of the net neutrality repeal order restores the Federal Trade Commission's 
jurisdiction over broadband internet access services. The uncc11ainty around how the Federal Trade Commission will respond 
and challenges to the FCC repeal could limit ALLO's ability to efficiently manage internet service and respond to operational and 
competitive challenges. 

Although the FCC approved the repeal of Net Neutrality regulations, ALLO's views on the consumer protection aspect of Net 
Neutrality remain intact. ALLO will continue to treat internet speeds and access as they were under Net Neutrality regulations. 

Television services 

Federal regulations cWTently restrict the prices that cable systems charge for the minimwn level of television programming service, 
referred to as "basic service," and associated equipment. All other television service offerings are now universally exempt from 
rate regulation. Although basic service rate regulation operates pursuanl to a federal formula, local governments, commonly referred 
to as local franchising authorities, are primarily responsible for administering this regulation. The majority of ALLO's local 
franchising authorities have never been certified to regulate basic service cable rates (and order rate reductions and refunds), but 
they generally retain the right to do so (subject to potential regulatory limitations under state franchising laws), except in those 
specific conununities facing "effective competition," as defmed under federal law. There have been frequent calls to impose 
expanded rate regulation on the cable industry. As a result of rapidly increasing cable progranuning costs, it is possible that Congress 
may adopt new constraints on the retail pricing or packaging of cable programming. Federal rate regulations cwrently include 
certain marketing restrictions that could affect ALLO's pricing and packaging of service tiers and equipment. As ALLO attempts 
to respond to a changing marketplace with compctiti ve pricing practices, it may face regulations that impede its ability to compete. 

IPTV operations require state or local franchise or other authorization in order to provide cable service to customers. ALLO is 
subject to regulation under a Communications Act framework that addresses such issues as the use of local streets and rights of 
way; the carriage of public, educational, and governmental channels; the provision of channel space for leased commercial access; 
the amount and payment of franchise fees; consumer protection; and similar issues. In addition, federal laws and FCC regulations 
place limits on the common ownership of cable systems and competing multichannel television distribution systems, and on the 
common ownership of cable systems and local telephone systems in the same geographic area. The FCC has recently expanded 
its oversight and regulation of cable television-related matters. Federal law and regulations also affect numerous issues related to 
television programming and other content. Under federal law, certain local television broadcast stations (both commercial and 
non-commercial) can elect, every three years, to take advantage of rnles that require a cable operator to distribute the station's 
content to the cable system's customers without charge, or to forego this "must-carry" obligation and to negotiate for carriage on 
an arm's length contractual basis, which typically involves the payment of a fee by the cable operator, and sometimes involves 
other consideration as well. The current three-year cycle began on January 1, 2018. ALLO has negotiated agreements with the 
local television broadcast stations that would have been eligible for "must carry" treatment in each of its cuncnt markets. The 
contractual relationships between cable operators and most providers of content who are not television broadcast stations generally 
are not subject to FCC oversight or other regulation. 

The Communications Act requires most utilities owning utility poles to provide access to poles and conduits, and subjects the rates 
charged for this access to either federal or state regulation. In 20 I I, the FCC amended its existing pole attachment rules to promote 
broadband deployment. The 20 J I order allows for new penalties in certain cases involving w1authorized attachments, but generally 
strengthens the ability to access investor-owned utility poles on reasonable rates, terms, and conditions. 
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ALLO's IPTV systems are subject to a federal copyright compulsory license covering caniagc of television and radio broadcast 
signals. The possihlc modification or elimination of this compulsory copyright license is the subject of continuing legislative 
proposals and administrative review and could ad verse! y affcctALI .O's ability to obtain desired broadcast programming. Copyright 
clearances for non-broadcast programming services arc a1Tanged through private negotiations. IPTV operators also must obtain 
music rights for locally originated programming and advcrtisjng from the major music performing rights organizatjons. These 
licensing fees have been the source of litigation in the past, and license fee disputes may arise in the future. 

Telephone services 

ALLO offers voice communications services over a broadband network. The FCC has ruled that competitive telephone companies 
are entitled to interconnect with incumbent providers of traditional telecommunications services, which ensures that services can 
compete in the market. The FCC has also declared that certain services are not subject to tmditional state public utility regulation. 
The thll extent of the FCC preemption nf state and local regulation of services is not yet clear. 

Asset Generation and Management 

The Dodd-Frank Act provides the Commodity Futures Trading Commission (the "CFTC") and the Sccwitics and Exchange 
Commission (the "SEC") with substantial authority to regulate over-the-counter derivative transactions, and includes provisions 
that require derivative transactions to be executed through an exchange or central clearinghouse. On December 24, 2016, new 
risk retention rules went into effect that require issuers of asset-hacked securities or persons who organize and initiate asset-backed 
securities transactions to retain a percentage of the W1dcrlying assets' credit risk. The higher retention requirements could decrease 
the leverage the Company obtains in a secmitization and therefore potentially decrease the Company's return on equity from 
securitization transactions. These rules also expand disclosure and reporting requirements for each tranche of asset-backed 
securities, including new loan-level data requirements, and expand disclosure requirements relating to the representations, 
warranties, and enforcement mechanisms available to investors. 

Corporate 

Governmental hodies in the United States and abroad have adopted, or are considering the adoption of, Laws and regulations 
restricting the transfer and requiring the safeguarding of nonpublic personal information. For example, in the United States, the 
Company and its financial institution clients are, respectively, subject to the Federal Trade Commission's and the federal banking 
regulators' privacy and information safeguarding requirements under the GLBA. The GLBA and Regulation P govern a financial 
institution's treatment of nonpublic personal infonnation about consumers and require that an institution, under certain 
circumstances, notify consumers about its privacy policies and practices. With certain exceptions, the GLBA prohibits a fmancial 
institution from disclosing a consumer's nonpublic personal information to a nonaffiliated third party unless the institution satisfies 
various notice requirements and the consumer docs not elect to prevent, or "opt out ot/' the disclosure. The GLBA also imposes 
specific requirements regarding the disclosure of customer account numbers and the reuse and redisclosure of information a 
financial institution provides to a third party. Additionally, the European Union ("EU") has adopted a General Data Protection 
Regulation ("GDPR"), which comes into effect in May 2018. The GDPR imposes significant new requirements on businesses 
that collect and process personal data of individuals residing in the EU, and provides for significant fines and other penalties for 
non-compliance. Wllile the Company's operations are subject to ce11ain provisions ofthcse privacy laws, the Company has limited 
use of consumer information solely to providing services to other businesses and financial institutions. The Company limits sharing 
of nonpublic personal information to that necessary to complete transactions on behalf of the conswner and to that pe1mitted by 
federal and state laws. 

Intellectual Property 

The Company owns nwnerous trademarks and service marks ("Marks") to identify its va1ious products and services. As of 
December 3 l, 20 I 7, the Company had 52 registered Marks. The Company actively asserts it<. 1ights to these Marks when it believes 
infiingement may exist. The Company believes its Marks have developed and continue to develop strong brand-name recognition 
in the industry and the conswner marketplace. Each of the Marks has, upon registration, an indefinite duration so long as the 
Company continues to use the Mark on or in connection with such goods or services as the Mark identifies. In order to protect the 
indefinite duration, the Company makes filings to continue registration of the Marks. The Company owns one patent application 
that has been published, but has not yet been issued, and has also actively asserted its rights thereunder in situations where the 
Company believes its claims may be infringed upon. The Company owns many copyright protected works, including its various 
computer system codes and displays, websites, and marketing materials. The Company also has trade secret rights to many of its 
processes and strategies and it<; software product designs. The Company's software products are protected by both registered and 
common law copyrights, as well as strict confidentiality and ownership prnvisions placed in license agreements, which restrict 
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the ability to copy, distribute, or improperly disclose the software products. The Company also has adopted internal procedures 
designed to protect the Company's inte)Jcctual property. 

The Company seeks federal and/or state protection or intellectual property when deemed appropriate, including patent, trademark/ 
service mark, and copyright. The decision whether to seek such protection may depend on the perceived value of the intellectual 
property, the .likelihood of securing protection, the cost of securing and maintaining that protection, and the potential for 
infringement. The Company's employees are trained in the fundamentals of intellectual property, intellectual property protection, 
and infringement issues. The Company's employees arc also required to sign ab•-rccmcnts requiring, among other things, 
confidentiality of trade secrets, assignment of inventions, and non-solicitation of other employees post-termination. Consultants, 
suppliers, and other business partners arc also required to sign nondisclosure agreements to protect the Company's proprietary 
rights. 

Employees 

As of December 31, 2017, the Company had approximately 4,300 employees. On February 7, 2018, the Company acquired Great 
Lakes, which has approximately 1,800 employees. None of the Company's employees arc covered by collective bargaining 
agreements. The Company is not involved in any material disputes with any of its employees, and the Company believes that 
relations with its employees are good. 

Available Information 

Copies of the Company's annual reports on Form lO-K, quarterly reports on Fonn 10-Q, current reports on Form 8-K, and 
amendments to such reports are available on the Company's website free of charge as soon as reasonably practicable after such 
reports are filed with or furnished to the SEC. Investors and other interested parties can access these reports and the Company's 
proxy statements at http://www.nelnetinvestors.com. The Company routinely posts important information for investors on its 
website. 

The Company has adopted a Code of Ethics and Conduct that applies to directors, officers, and employees, including the Company's 
principal executive officer and its principal financial and accounting officer, and has posted such Code of Ethics and Conduct on 
its website. Amendments lo and waivers granted wilh respect to the Company's Code of Ethics and Conduct relating to its executive 
officers and directors, which are required to be disclosed pursuant to applicable securities laws and stock exchange rules and 
regulations, will also be posted on its website. The Company's Corporate Governance Guidelines, Aud.it Conunittee Charte1~ 
Compensation Committee Charter, Nominating and Corporate Governance Committee Charter, Risk and Finance Committee 
Charter, and Compliance Committee Charter are also posted on its website. 

Information on the Company's website is not incorporated by reference into this report and should not be considered part of this 
report. 

ITEM tA. RISK FACTORS 

We operate our businesses in a highly competitive and regulated environment. We are subject to risks including, but not limited 
to, strategic, market, liquidity, credit, regulatory, technology, operational, security, and other business risks such as reputation 
damage related to negative publicity and dependencies on key personnel, customers, vendors, and systems. This section highlights 
specific risks that could affect us. Although this section attempts to highlight key risk factors, other risks may emerge at any time 
and we cannot predict all risks or estimate the extent to which they may affect our financial performance. These risk factors should 
be read in conjunction with the other information included in this report. 

Loan Portfolio 

Our loan portfolit> is subject to certain risk.'1 ,-elated to interest rate.~, our ability to manage the risks related to interest rates, 
prepayment, and credit risk, each of which could reduce the expected ca.~h flows and earnings 011 our pt)rtfolio. 

I nterest rate risk- basis and repricing risk 

We are exposed to interest rate risk in the form of basis risk and repricing risk because the interest rate characteristics of our loan 
assets do not always match the interest rate characteristics of the funding for those assets. 

We fund the majority of our FFELP student loan assets with one-month or three-month LIBOR indexed floating rate securities. 
In addition, the interest rates on some of our debt are set via a ''dutch auction." Meanwhile, the interest earned on our FFELP 
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student loan assets is indexed to one-month LIBOR, three-month commercial paper, and Treasu1y bill rates. The diflerenl interest 
rate characteristics of our loan assets and our liabilities funding these assets result in basis risk. We also face repricing risk due 
to the timing of the interest rate resets on our liabilities, which may occur as infrequently as once a quarter, in contrast to the timing 
of the interest rate resets on our assets, which generally occur daily. In a declining interest rate environment, this may cause our 
student loan spread to compress, while in a rising interest rate environment, it may cause the spread to increase. 

As of December 31, 2017, we had $20.0 billion, $1.1 billion, and $0.6 billion ofFFELP loans indexed to the one-month LIBOR, 
three-month commercial paper, and three-month Treasury bill rate, respecti vcly, all of which reset daily, and $11. 7 billion of debt 
indexed to three-month LIBOR, which resets quarterly, and $8.6 billion of debt indexed to one-month UBOR, which resets monthly. 
While these indices arc all short term in nature with rate movements that arc highly correlated over a longer petiod of time, there 
have been points in recent bistoty related to the U.S. and European debt crisis that have caused volatility to be high and correlation 
to be reduced. There can be no assurance that the indices' historically high level of correlation will not be disrupted in the future 
due to capital market dislocations or other factors not within our control. In such circumstances, our eamings could be adversely 
affected, possibly to a material extent. 

We have entered into basis swaps to hedge our basis and repricing risk. For these derivatives, we receive three-month LIBOR set 
discretely in advance and pay one-month LlBOR plus or minus a spread as defined in the agreements (the" I :3 Basis Swaps"). 

interest rate risk - loss o(floor income 

FFELP loans originated prior to April l, 2006 generally earn interest at the higher of the borrower rate, which is fixed over a period 
of time, or a floating rate based on the Special Allowance Payments ("SAP") formula set by the Depruiment. The SAP rate is 
based on an applicable index plus a fixed spread that depends on loiin type, origination date, and repayment status. We generally 
finance our student loan portfolio with variable rate debt. In low and/or certain declining interest rate environments, when the 
fixed borrower rate is higher than the SAP rate, these student loans earn at a fixed rate while the interest on the variable rate debt 
typically continues to reflect the low and/or declining interest rates. In these interest rate environments, we may earn additional 
spread income that we refer to as floor income. 

Depending on the type of loan and when it was originated, the bonower rate is either fixed to term or is reset to an annual rate 
each July l. As a result, for loans where the borrower rate is fixed to term, we may earn floor income for an extended period of 
time, which we refer to as fixed rate floor income, and for those loans where the borrower rdtc is reset annually on July I, we may 
earn floor income to the next reset date, which we refer to as variable rate floor income. 

For the year ended December 31, 2017, we earned $117.3 million of fixed rate floor income, which includes $10.8 million of net 
settlement proceeds received related to derivatives used to hedge loans earning fixed rate floor income. Absent the use of derivative 
instrnments, a rise in interest rates will reduce the amount of floor income received and this will have an impact on earnings due 
to interest margin compression caused by increased financing costs, until such time as the federally insured loans eam interest at 
a variable rate in accordance with their SAP fonnulas. In higher interest rate environments, where the interest rate rises above the 
borrower rate and fixed rate loans effectively convert to variable rate loans, the impact of the rate fluctuations is reduced. 

Interest rate risk - use of derivatives 

We utilize derivative instruments to manage interest rate sensitivity. Our derivative instruments are intended as economic hedges 
but do not qualify for hedge accounting; consequently, the change in fair value, called the "mark-to-market," of these derivative 
instruments is included in our opernting results. Changes or shifts in the forward yield curve can and have significantly impacted 
the valuation of our derivatives. Accordingly, changes or shifts in the fonvard yield curve will impact our results of operations. 

Although we believe our derivative instruments are highly effective, developing an effective strategy for dealing with movements 
in interest rates is complex, and no strategy can completely insulate us from risks associated with such fluctuations. Because many 
of our derivatives are not balance guaranteed to a particular pool of student loans and we may not elect to fully hedge our risk on 
a notional and/or duration basis, we are subject to the risk of being under or over hedged, which could result in material losses. 
In addition, our interest rate risk management activities could expose us to substantial mark-to-market losses if interest rates move 
in a materially different way than was expected based on the environment when the derivatives were entered into. As a result, we 
ca1U1ot offer any assurance that our economic hedging activities will effectively manage our interesl rate sensitivity or have Ute 
desired beneficial impact on our results of operations or fmancial condition. 

The Dodd-Frank Act provides the CFTC with substantial authority to regulate ovcr-the-cowiterderivative transactions. Since June 
10, 2013, the CFTC has required over-the-counter derivative transactions to he executed tlrrough an exchange or central 
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clearinghouse. Accordingly, all over-the-counter derivative contracts executed by us since that date are cleared post-execution at 
a regulated clearinghouse. Clearing is a process by which a third-party, the clearinghouse, steps in between the original 
counlerparties and guarantees the perfom1ance of both, by requiring that each post suhstanlial amounts ofliquid collateral on an 
initial (initial margin) and mark-to-market (variation margin) basis lo cover the clearinghouse's potential future exposure in the 
event of dcfaull. The CFTC's clearing requirements do not alter or affocL the terms and conditions of our over-the-counter derivative 
instruments executed prior to June I 0, 2013. The clearing requiremcnls require us to post substantial amounts of liquid collateral 
when executing new derivative inst1uments, which could negatively impact our liquidity and capital resources and may prevent 
or limit us from utilizing derivative instruments to manage interest rate sensitivity and risks. However, the clearing requirements 
reduce counterparty risk associated with over-the-counter derivative instruments executed by us after June 10, 2013. 

For derivatives executed on and prior to June l 0, 2013 or not executed through an exchange or central clearinghouse ("non-centrally 
cleared derivatives"), we are exposed to credit risk. We attempt to manage credit risk by entering into transactio11s with high
quality counteiparties that are reviewed periodically by our internal risk committee and our board of directors' Risk and Finance 
Committee. As of December 31, 2017, all of our derivative counterparties had investment grade credit ratings. We also have a 
policy of requiiing that all derivative contracts be governed by an International Swaps and Derivatives Association, Inc. Master 
Agreement. When the fair value of a non-centrally cleared derivative is positive ( an asset on our balance sheet), this generally 
indicates that the counterparty owes us if the derivative was settled. If the countcrparty fails to perform, credit risk with such 
counlerparty is equal to the extent of the fair value gain in the derivative less any collateral held by us. If we were unable to collect 
from a counterparty, we would have a loss equal to the amount at which the derivative is recorded on the consolidated balance 

sheet. 

When the fair value of a non-centrally cleared derivative is negative (a liability on our balance sheet), we would owe the counterparty 
if the derivative was settled and, therefore, have no immediate credit risk. Jfthe negative fair value of derivatives with a countcrparty 
exceeds a specified threshold, we may have to make a collateral deposit with the coW1terparty. The threshold at which we may be 
required to post collateral is dependent upon our unsecured credit rating. We believe any downgrades from our current unsecured 
credit ratings (Standard & Poor's: BBB- (stable outlook), Moody's: Bal (stable outlook), and DBRS: BBB (low) (stable outlook)), 
would not result in additional collateral requirements of a material nature. In addition, no counterparty has the right to terminate 
our contracts in the event of downgrades from the current ratings. 

Interest rate movements have an impact on the amount of collateral we are required to deposit with our derivative instrument 
counterparties and variation margin payments with our clearinghouse. We attempt to manage market risk associated with interest 
rates by establishing and monitoring limits as to the types and degree ofrisk that may be undertaken. Our derivative portfolio and 
hedging strategy is reviewed periodically by our internal risk committee and our board of directors' Risk and Finance Committee. 
Based on the interest rate swaps outstanding as of December 31, 2017 (for both the floor income and hybrid debt hedges), if the 
forward interest rate curve was one basis point lower for the remaining duration of these derivatives, we would have been required 
to pay $1.5 million in additional collateral and/or variation margin. In addition, if the f01ward basis curve between I-month and 
3-month LIBOR experienced a one basis point reduction in spread for the remaining duration of our I :3 Basis Swaps (in which 
we pay I-month LlBOR and receive 3-month LffiOR), we would have been required to post $3.2 million in additional collateral 
and/or variation margin. 

With our current derivative pottfolio, we do not currently anticipate a near tenn movement in interest rates having a material impact 
on our 1 iquidity or capital resources, nor expect future movements in interest rates to have a material impact on our ability to meet 
potential collateral deposit requirements with our counterparties or variation margin payments to our clearinghouse. Due to the 
existing low interest rate environment, our exposure to downward movements in interest rates on our interest rate swaps is I imited. 
In addition, we believe the historical high correlation between I-month and 3-month LlBOR limits our exposure to interest rate 
movements on the l :3 Basis Swaps. 

However, if interest rates move materially and negatively impact the fair value of our derivative portfolio or if we enter into 
additional derivatives in which the fair value of such derivatives becomes negative, we could be required to pay a significant 
amount of collaleral to our derivative instrument counterparties and/or variation margin lo our clearinghouse. These payments, 
if significant, could negatively impact our liquidity and capital resources. 

Prepayment risk 

Higher rates of prepayments of student loans, including consolidations by the Department through the Federal Direct Loan Program 
or private refinancing programs, would reduce our interest income. 
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Pursuant to the Higher Education Act, borrowers may prepay loans made under the FFEL Program at any time without penalty. 
Prepayments may result from consolidations of student loans by the Depattment through the Federal Direct Loan Program or hy 
a lending institution through a private education or unsecured consumer loan, which historically tend to occur more frequently in 
low interest rate environments; from borrower defaults, which will result in the receipt of a guaranty payment; and from voluntary 
full or partial prepayments; among other things. 

Legislative risk exists as Congress evaluates proposals to reauthorize the Higher Education Act. lf the federal government and 
the Department initiate additional loan forgiveness, other repayment options or plans, or consolidation loan programs, such 
initiatives could further increase prepayments and reduce interest income, and could also reduce servicing fees. 

The rate of prepayments of student loans may be influenced by a variety of economic, social, political, and other factors afft:cting 
borrowers, including interest rates, federal budgetary pressures, and the availability of alternative financing. Our profits could be 
adversely affected by higher prepayments, which reduce the balance of loans outstanding and, therefore, the amount of interest 
income we receive. 

Credit risk 

Future losses due to defaults on' loans held by us present credit risk which could adversely affect our earnings. 

The vast majority (98.8 percent) of our student loan portfolio is federally guaranteed. The allowance for loan losses from the 
federally insured loan portfolio is based on periodic evaluations of our loan portfolios, considering loans jn repayment versus those 
in nonpaying status, delinquency status, trends in defaults in the portfolio based on Company and industry data, past experience, 
trends in student loan claims rejected for payment by guarantors, changes to federal student loan programs, current economic 
conditions, and other relevant factors. The federal government currently guarantees 97 percent of the principal and interest on 
federally insured student loans disbursed on and after July 1, 2006 (and 98 percent for those loans disbursed on and after October 
l, 1993 and prior to July I, 2006), which limits our loss exposure on the outstanding balance of our federally insured portfolio. 
Student loans disbursed prior to October I, 1993 are fully insured for both principal and interest. 

Our private education and consumer loans are unsecured, with neither a govemmentnor a pri vatc insurance guarantee. Accordingly, 
we bear the full risk of loss on these loans if the borrower and co-borrower, if applicable, default. Tn determining the adequacy 
of the allowance for loan losses on the private education and consumer loans, we consider several factors, including: loans in 
repayment versus those in a nonpaying status, delinquency status, type of program, trends in defaults in the portfolio based oo 
Company and industry data, past experience, current economic conditions, and other relevant factors. We place our private 
education and consumer loans on nonaccrual status when the collection of principal and interest is 90 days past due, and charge 
off the loan when the collection of principal and interest is 120 days past due. 

The evaluation of the allowance for loan losses is inherently subjective, as it requires material estimates that may be subject to 
significant changes. As of December 31, 2017, our allowance for loan losses was $54.6 million. During the year ended 
December 31, 2017, we recognized a provision for loan losses of$14.5 million. The provision for loan losses reflects the activity 
for the applicable pe1iod and provides an allowance at a level that management believes is appropriate to cover probable losses 
inherent in the loan portfolio. However, future defaults can be higher than anticipated due to a variety of factors, such as downturns 
in the economy, regulatory or operational changes, and other unforeseen future trends. Tf actual performance is significantly worse 
than currently estimated, it would materially affect our estimate of the allowance for loan losses and the related provision for loan 
losses in our statements of income. 

T n June 2016, the Financial Accounting Standards Board issued accounting 1,ruidance regarding the measurement of credit losses 
on financial instruments, which will change the way entities recognize impairment of many financial assets by requiring immediate 
recognition of estimated credit losses expected to occur over the asset's remaining life. We currently use an incWTed loss model 
when calculating our allowance for loan losses. As a result, we expect the new guidance will increase our allowance for loan 
losses. This guidance will be effective for us beginning January I, 2020. This standard represents a significant depruture from 
existing accounting standards, and may result in significant changes to our accounting for the allowance for loan losses and could 
negatively impact our financial position and results of operations. 
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Liquidity and Funding 

The current maturities ,~{ ,mr .<itudent loan warehouse .financing facilities do not match the maturitie.<i ,~{the related funded 
student foam;, and we may nflt be able to modffy and/or find alternative funding related to the student l<Jan collateral in tltese 
facilities prior to their expiration. 

The majority of our portfolio of student loans is funded through asset-backed securitizations that are structured to substantially 
match the maturities of the funded assets, and there are minimal liquidity issues relaled to these facilities. We also have student 
loans funded in shorter term warehouse facilities. The current maturities of these facilities do nol match the maturity of the related 
funded assets. Therefore, we will need to modify and/or find alternative funding related to the student loan collateral in these 
facilities prior to their expiration. 

As of December 3 l, 20 l 7, we maintained two FFELP warehouse facilities as described in note 5 of the notes to consolidated 
financial statements included in this report. The FFELP warehouse facilities have revolving financing strncturcs supported by 
364-day liquidity provisions, which expire in May 2018 and September 2019. In the event we are unable to renew the liquidity 
provisions for a facility, the facility would become a term facility at a stepped-up cost, with no additional student loans being 
eligible for financing, and we would be required to refinance the existing loans in the facility by the final maturity dates in May 
2020 and November 2019, respectively. The FFELP warehouse facilities also contain financial covenants relating to levels of our 
consolidated net worth, ratio of adjusted EBITDA to corporate debt interest, and unencumbered cash. Any noncompliance with 
these covenants could result in a requirement for the immediate repayment of any outstanding bo1Towings under the facilities. As 
of December 31, 2017, $336.0 million was outstanding under the FFELP warehouse facilities and $22.4 million was advanced as 
equity support. 

lfwe are unable to obtain cost-effective funding alternatives for the loans in the warehouse facilities prior to the facilities' maturities, 
our cost of funds could increase, adversely affecting our results of operations. If we cannot find any funding alternatives, we 
would lose our collateral, including the student loan assets and cash advances, related to these facilities. 

We are exposed t,, mark~t<>-formula collateral support risk 011 one of our FFELP warehouse facilities. 

One of our FFELP warehouse facilities provides formula based advance rates based on market conditions, which requires equity 
support to be posted to the facility. As of December 31, 2017, $189.5 million was outstanding under this warehouse facility and 
$9.5 million was advanced as equity support. In the event that a significant change in the valuation of loans results in additional 
required equity funding support for this warehouse facility greater than what we can provide, the warehouse facility could be 
subject to an event of default resulting in termination of the facility and an acceleration of the repayment provisions. Tf we cannot 
find any funding alternatives, we would lose our collateral, including the student loan assets and cash advances, related to this 
facility. A default on the FFELP warehouse facility would result in an event of default on our $350.0 million unsecured line of 
credit that would result in the outstanding balance on the line of credit becoming immediately due and payable. 

We are subject to economic and marketjluctuations related to our investments. 

We cu1rently invest a substantial portion of our excess cash in student loan asset-backed securities and other investments that are 
subject to market fluctuations. The fair value of these investments was $80.9 million as of December 31, 2017, including $76.9 
million in student loan and other asset-backed securities. The student loan asset-backed securities earn a floating interest rate and 
carry expected returns of approximately LIBOR + 200-400 basis points to maturity. While the vast majority of these securities 
are backed by FFELP government guaranteed student loan collateral, most are in subordinate tranches and have a greater risk of 
loss with respect to the applicable student loan collateral pool. While we expect these securities to have few credit issues if held 
to maturity, they do have limited liquidity, and we could incur a significant loss if the investments were sold prior to maturity at 
an amount less than the original purchase price. 

Changes in ratings on asset-backed .~ecuritization transactions, including those we sponsor, can have a matel'ial adverse impact 
on our ability to access the asset-backed .<iecul'itie.<i market. 

After securitizations are initially issued, if their performance does not align with rating agencies' expectations at the time ofissuancc, 
or if the rating agencies modify their assumptions and methodologies used for rating student loan securitizations, it is possible that 
initial high quality ratings on our subsidiaries' securitizations, or those of other asset-backed securities issuers, could be materially 
lowered. Such actions could adversely affect our ability to access the asset-backed securities market, or make new securitization 
transactions more expensive by requiring us to pay a higher spread over LIBOR when pricing new bonds. 
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Operations 

Risks associated with our operations, as fwther discussed below, include those related to our information technolo1=,,y systems and 
potential security and privacy breaches, our ability to manage performance related to regulatory requirements, and the importance 
of maintaining scale by retaining existing customers and attracting new business opportunities. 

Various events could disrupt ,mr networks, information systems, or properties which could impair our operating activities and 
negatively impact our reputation. 

As a loan servicer, software provider, payment provider, and teleconununications company for the federal government, financial 
institutions, education industry, and local communities that serve millions of customers through the internet and other distribution 
channels across the U.S., we depend on our abilily to process, secure, record, and monitor a Large number of customer transactions 
and confidential information on a continuous basis. Additionally, we depend on the efficient and unintenupted operation of our 
computer network systems, software, datacenters, and telecommunications systems, as well as the systems of third parties. 

Information security risks continue to increase in part because of the proliferation of new teclmologies, the use of the internet and 
tclccommwtications technologies to support and process customer transactions, and the increased sophistication and activities of 
organized crime, hackers, terrorists, activists, and other external parties. Our business segments rely on our digital technologies, 
computer and email systems, software, and networks to conduct their operations. In addition, to access our products and services, 
our customers may use personal smartphones, tablet PCs, and other mobile devices that are beyond our control systems. 

Although we believe we have robust information security procedures, controls, and business continuity plans, we may be subject 
to information technology system failures and network disruptions. Malicious and ahusive activities, such as the dissemination of 
computer viruses, worms, and other destructive or disruptive software, computer hackings, social engineering, process breakdowns, 
denial of service attacks, and other malicious activities have become more common. If directed at us or technologies upon which 
we depend, these activities could have adverse consequences on our network and our customers, including degradation of service, 
excessive call volume to call centers, and damage to our or our customers' equipment and data. Further, these activities could result 
in security breaches, such as misappropriation, misuse, leakage, falsification or accidental release or loss of information maintained 
in our information technology systems and networks, and in our vendors' systems and networks, including customer, personnel, 
and vendor data. System failures and network disruptions may also be caused by natural disasters, accidents, power disruptions, 
or telecommwtications failures. If a significant incident were to occur, it could damage our reputation and credibility, lead to 
customer dissatisfaction and, ultimately, loss of customers or revenue, in addition to increased costs to service our customers and 
protect our network. These events also could result in large expenditures to repair or replace the damaged prope1ties, networks, 
or information systems or to protect them from similar events in the future. System redundancy may be ineffective or inadequate, 
and our business continuity plans may not be sufficient for all eventualities. Any significant loss of customers or revenue, or 
significant increase in costs of serving those customers, could adversely affect our growth, financial condition, and results of 
operations. 

Although to date we have not experienced a material loss relating to cyber-attacks, in fonnation security breaches, or system outage, 
there can he no assurance that we will not suffer such losses in the future or that there is not a current threat that remains lUldetected 
at this time. Our risk and exposure to these matters remains heightened because of, among other things, the evolving nature of 
these threats, and the size and scale of our services. 

In addition, the personal consumer data that we receive and maintain in our operations is subject lO privacy laws and regulations, 
and we expect regulatory oversight will continue to increase and conswner privacy protection regulations, standards, supervision, 
examinations, and enforcement practices will continue to evolve in both detail and scope. This evolutjon may significantly add to 
our privacy compliance and operating costs. 

As a result of these matters, the continued development and enhancementofour training, controls, processes, and practices designed 
to protect, monitor, and restore our systems, computers, software, data, and networks from attack, damage, or unauthorized access 
remain a priority for the Company and each of our business segments. Even though we maintain teclmology and telecommunication, 
professional services, media, network security, privacy, injury, and liability insurance coverage to offset costs that may be incurred 
as a result of a cyber-attack, information security breach, or extended system outage, this insurance coverage may not cover all 
costs of such incidents. 
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We must adapt to rapid technolngical change. If we are unable to take advantage of technological devefopments, or ff we adopt 
and implement them more slowly than our competitors, we may experience a decline in the demand f11r our products and 
services. 

Our long-term operating results depend substantially upon our ability to continually enhance, develop, introduce, and market new 
products and services. We must continually and cost-effectively maintain and improve our information technology systems and 
infrastructure in order lo successfuJly deliver competitive and cost effective products and services to our customers. The widespread 
adoption of new tcclmologies and market demands could require substantial expenditures to enhance system infrastructure and 
existing products and services. If we fail to enhance and scale our systems and operational infrastructure or products and services, 
our operating segments may lose their competitive advantage and this could adversely affect financial and operating results. 

Our software products may experience quality problems and development delays, which could damage client relations, our 
potential profitability, and expose us to liability. 

Our Loan Systems and Servicing and Tuition Payment Processing and Campus Commerce products are based on sophisticated 
software and computing systems that often encounter development delays, and the underlying software may contain undetected 
bugs or other defects that interfere with its intended operation. Quality problems with our software products and errors or delays 
in our processing of electronic transactions could result in additional development costs, diversion of technical and other resources 
from our other development eff01ts, Joss of credibility with cWTent or potential clients, harm to ow· reputation, or exposure to 
liability claims. In addition, we rely on technologies supplied to us by third parties that may also contain undetected errors or 
defects that could have a material adverse effect on our business, financial condition, and results of operations. 

We outsource critical operation.'!, which exposes us to risks related to our third-party vendon;. 

We have entered into contracts with third-party service providers that provide critical services, technology, and software to our 
business segments. Some of our third-party vendors are primaiy service providers for which there arc few substitutes. Jf any of 
these vendors should experience financial difficulties, system intenuptions, regulatory violations, security threats, or they cannot 
otherwise meet our specifications, our ability to provide some services may be materially adversely affected, in which case our 
business, results of operations, and financial condition may be adversely aftcctcd. 

We must satisfy certain requirements necessary t1, maintain the federal guarantees of our federally insured loans and the 
federally insured loans that we service for third parties, and we may incur pe11alties or lose om· guarantees if we fail to meet 
these requb-ement.'i. 

As of December 31, 2017, we serviced $27 .3 billion of FFELP loans that maintained a federal guarantee, of which $17 .8 billion 
and $9.5 billion were owned by the Company and third-party entities, respectively. 

We must meet various requirements in order to maintain the federal guarantee on federally insured loans. The federal guarantee 
on federally insured loans is conditional based on compliance with origination, servicing, and collection policies set by the 
Department and guaranty agencies. If the Company misinterprets Deparlment guidance, or incoJTectly applies the Higher Education 
Act, the Department could determine thal the Company is not in compliance. Federally insured loans thal are not originated, 
disbursed, or serviced in accordance with the Department's and guaranty agency regulations may risk partial or complete loss of 
the guarantee. If we experience a high rate of servicing deficiencies (including any deficiencies resulting from the conversion of 
loans from one servicing platform to another, errors in the loan origination process, establishment of the borrower's repayment 
status, and due diligence or claim filing processes), it could result in the loan guarantee being revoked or denied. 1n most cases 
we have the opportunity to cure these deficiencies by following a prescribed cure process which usually involves obtaining the 
borrower's reaffumation of the debt. However, not all deficiencies can be cured. 

We are allowed three years from the date of the loan rejection to cure most loan rejections. lf a cure cannot be achieved during 
this three-year period, insurance is permanently revoked, although we maintain our right to collect the loan proceeds from the 
borrower. Tn cases where we purchase loans that were previously serviced by another servicing institution and we identify a serving 
deficiency by the prior servicer, we may, based on the terms of the purchase agreement, have the ability to require the previous 
lender to repurchase the rejecled loans. 

A guaranty agency may also assess an interest penalty upon claim payment if the deficiency does not result in a loan rejection. 
These interest penalties arc not subject to cure provisions and are typically related to isolated inslances of due diligence deficiencies. 
Additionally, we may become ineligible for special allowance payment benefits from the time of the first deficiency leading to 
the loan rejection through the date that the loan is cured. 
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Failure to C()mply with federal and guarantor regulations may result in fines, penalties, the loss of the insurance and related federal 
guarantees on affectedFFELP loans, the loss of special allowance payment benefits, expenses required to cure servicing deficiencies, 
suspension or tennination of the right to participate as a P.FELP servicer, negative publicity, and potential legal claims, including 
potential claims by our servicing customers if they lose the federal guarantee on loans that we service for them. lfthe Company 
is subjected to sibrnificant fines, or loss of insurance or guarantees on a material number offFELP loans, or if the Company loses 
its ability to service FFELP loans, it could have a material, negative impact on the Company's business, financial condition, or 
results of operations. 

Our largest fee-based customer, the Department of Education, represented 21 percent of our revenue in 2017. Failure to extend 
the Department contract or obtain a new Department contract, unfavorable contract modijlcations or intetpretations, or our 
inability to consistently surpa.'I.,· c"mpetitor performance metric.'I, could signijlcantly lower loan Nervicing revenue and hinder 
future servicing opportunities. 

We are one of four TIVAS awarded a student loan servicing contract by the Department to provide additional servicing capacity 
for loans owned by the Department. The Department also has contracts with 31 NFP entities to service student loans, although 
currently 5 NFP servicers service the volume allocated to these 31 entities. New loan volume is allocated among the four TlVAS 
and 5 NFP serviccrs based on ce11ain performance metrics established by the Department and compared among all loan servicers 
in this group. As of December 31, 2017, we were servicing $J72.7 billion of student loans for 5.9 million borrowers under this 
contract. For the year ended December 31, 2017, we recogni7.ed $155 .8 million in revenue from the Department, which represented 
21 percent of our revenue. 

The amount of future allocations of new loan volume could be negatively impacted if we arc unable to consistently snrp11ss 
comparable competitor performance metrics. In addition, in the event the existing Department servicing contract becomes subject 
to unfavorabJe modifications or interpretations by the Department, loan servicing revenue could decrease significantly. 

Our contract with the Department is currently scheduled to expire on June 16, 2019. On February 20, 2018, the Department's 
Office of federal Student Aid released infonnatioo regarding a new procurement process. The contract solicitation process is 
divided into two phases. Responses for Phase One are due on April 6, 2018. The contract solicitation requests responses from 
interested vendors for nine components. Vendors may provide a response for an individual, multiple, or all components. We intend 
to respond to Phase One of the solicitation. 

ln the event that our servicing contract is not extended beyond the expiration date or we arc not chosen as a subsequent servicer, 
loan servicing revenue would decrease significantly. There are significant risks and WlCCrtainties regarding the current Department 
contract and potential future Department contracts, including potential delays, cancellation, or material changes to the structure 
of the contract procurement process. 

Additionally, we are partially dependent on the existing Department contract to broaden servicing operations with the Department, 
other federal and state agencies, and commercial clients. The size and importance of this contract provides us the scale and 
infrastructure needed to profitably expand into new business opportunities. Failure to extend the Department contract beyond the 
cwTent expiration date, or obtain a new Department contract, could significantly hinder future opportunities. 

Our contract with the Department of Education exposes us'" additional risks inherent in government contracts. 

The Federal government could engage in a prolonged debate linking the federal deficit, debt ceiling and other budget issues. If 
U.S. lawmakers in the future fail to reach agreement on these issues, the federal government could stop or delay payment on its 
obligations. Further, legislation to address the foderal deficit and spending could impose proposals that would adversely affect the 
FFEL and Federal Direct Loan Programs' servicing businesses. 

We contract with Federal SludenlAid (FSA) to administer loans held by FSA in both the FFEL and Federal Direcl Loan Programs, 
we own a portfolio ofFFELP loans, and we service our FFELP loans and loans for third parties. These loan programs are authorized 
by the Higher Education Act and subject to periodic reauthorization and changes to the programs by the Administration and U.S. 
Congress. The latest roW1d ofreauthorization is taking place clUTently. We cannot predict what will or will not be in the final law. 
However, any changes, including the potential for borrowers to refinance loans via Direct Consolidation Loans, both federal and 
private, could have a material impact to our cash flows from servicing, interest income, and operating margins. 
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Government entities in the United States often reserve the right to audil contract costs and conduct inquiries and investigations of 
business practices. These entities also conduct reviews and investigations and make inquiries regarding systems, including systems 
of third parties, used in co1U1ection with the perfonnance of the contracts. Negative findings from audits, investigations, or inquiries 
could affect the contractor's future revenues and profitability. Jfimpropcr or illegal activities arc found in the course of government 
audits or investigations, we could become subject t.o various civil and c1iminal penalties, including those under the civil U.S. False 
Claims Act. Additionally, we may be subject to administrative sanctions, which may include te1minationornon-renewal of contracts, 
forfeiture of profits, suspension of payments, fines and suspensions, or debarment from doing business with other agencies of that 
government. Due to the inherent limitations of internal controls, it may not be possible to detect or prevent all improper or illegal 
activities. 

The Govemment could change governmental policies, regulatory environments, spending sentiment, and many other factors and 
conditions, some of which could adversely impact our business, financial condition, and results of operations. We cannot predict 
how or what programs or policies will be impacted by the federal government. The conditions described above could impact not 
only our contract with the Department, but also other existing or future contracts with government or commercial entities. 

Our ability to continue to grow and maintain our contracts witlt commercial businesses and governme11t agencies is partly 
dependent on our ability to maintain compliance with varfou.'i laws, reg11lations, and industry standw·d.'i applicable to those 
contracts. 

We are subject to various laws, regulations, and industry standards related to our commercial and government contracts. In most 
cases, these contracts are subject to tennination rights, audits, and investigations. The laws and regulations that impact our operating 
segments are outlined in Part I, Item I, "Regulation and Supervision." Additionally, our contracts with the federal government 
require that we maintain intemal controls in accordance with the National Institute of Standards and Technologies ("NlST") and 
our operating segments that utilize payment cards are subject to the Payment Card Industry Data Security Standards ("PCI-DSS"). 
lfwe are found to be in noncompliance with the contract provisions or applicable laws, regulations, or standards, or the contracted 
party exercises its tenni.nation or other rights for that or other reasons, our reputation could be negatively affected, and our ability 
to compete for new contracts or maintain existing contracts could diminish. If this were to occur, our results of operations from 
existing contracts and future opportunities for new contracts could be negatively affected. 

Our failure to succes.~fully manage business and certain asset acquisitions and other investments could have a material adverse 
ej)ect on our business,financial condition, and/or results of operations. 

The success of our acquisition of ALLO in December 2015 and continued investment in the commllllications business depends in 
large part on the ability of ALLO to successfully develop and expand fiber networks in existing service areas and additional 
conununities within acceptable cost parameters, gain market share in communities in existing service areas, and obtain acceptable 
market share levels in additional communities that we do not yet serve. ALLO may not be able to achieve those objectives and 
we may not realize the expected benefits from ALLO. In addition, the expected benefits are subject to lisks related to the uncertain 
nature of our ability to successfully integrate operations; the ability to successfully maintain technological competitive advantages 
with respect t.o the offered telecommunications, internet, television, telephone, and other related services and minimize potential 
system disruptions to the availability, speed, and quality of such services; potential changes in the marketplace, including potential 
decreases in market pricing for telecommunications and related services; potential changes in the demand for fiber optic internet, 
television, and telephone services; and increases in transport and content costs as discussed below. 

We acquired Great Lakes on Febrnary 7, 2018. C'rreat Lakes and our subsidiary, Nelnet Servicing, will continue to service their 
respective government-owned portfolios on behalf of the Department, while maintaining distinct brands, independent servicing 
operations, and teams. Likewise, each entity will continue to compete for new student loan volume under its respective existing 
contract with the Department. However, these entities will integrate technology, as well as shared services and other activities, to 
become more efficient and effective in meeting borrower needs. The success of our acquisition of Great Lakes depends on our 
ability to successfully integrate technology, shared services, and other operating activities and successfully maintain and increase 
allocated volumes of student loans serviced under existing and any future se1vicing contracts with the Department Great Lakes 
and Nelnet Servicing have also been working for almost two years to develop a new, state-of-the-art servicing system for 
government-owned student loans. The servicing platform under development will utilize modem technology to effectively scale 
for additional volume, protect customer infonnation, and support enhanec:d borrower experience initiatives. The expected benefits 
from the servicing platform under development may not be realized. 

We may acquire other new businesses, products, and services, or enhance existing businesses, products, and se1viccs, or make 
other investments to further diversify our businesses both within and outside of our historical education-related businesses, through 
acquisitions of other companies, product lines, technologies, and personnel, or through investments in new asset classes, real estate, 
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or other companies. Any acquisition or investment is subject to a number of risks. Such risks may include diversion of managemenl 
time and resources, disruption ofour ongoing businesses, difficulties in integrating acquisitions, loss of key employees, degradation 
of services, difficulty expanding infmmation technology systems and other business processes to incorporate the acquired 
businesses, extensive regulatory requirements, dilution to existing shareholders if our common stock is issued in consideration 
for an acquisition or investment, incurring or assuming indebtedness or other liabi I itics in connection with an acquisition, unexpected 
declines in real estate values or the failure to realize expected benefits from real estate development projects, Jack of familiarity 
with new markets, and difficulties in suppo1ting new product lines. Our failure to successfully manage acquisitions or investments, 
or successfully integrate acquisitions, could have a material adverse effect on our business, financial condition, and/or results of 
operations. Con·espondingly, our expectations as to the accretive nature of the acquisitions or investments could be inaccurate. 

Transport and content costs related to ALLO's video product!. and savices are substantial and continue to increase. 

The cost of video transport and content costs is expected to continue to be one of ALLO's largest operating costs associated with 
providing television service. Television programming content includes cable-oriented programming, as well as the programming 
of local over-the-air television stations that ALLO retransmits. In addition, on-demand programming is being made available in 
response to customer demand. In recent years, the cable indust,y has experienced rapid increases in the cost of programming, 
especially the cosLc; for sports programming and for local broadcast station retransmission consent. Programming costs are generally 
assessed on a per-subscriber basis, and therefore arc related directly to the number of subscribers to which the programming is 
provided. ALLO's relatively small base of subscribers limits om ability to negotiate lower per-subscriber programming costs, 
whereas larger providers can often obtain discounts based on the number of their subscribers. This cost difference can cause ALLO 
to experience reduced operating margins rclati ve to our competitors with a larger subscriber base. In addition, escalators in existing 
content agreements cause cost increases that are out ofline with general inflation. While ALLO expects these increases to continue, 
it may not be able to pass programming cost increases on to customers, particnlarly as an incre11sing amount of programming 
content becomes available via the internet at little or no cost. Also, some competitors ( or their affiliates) own programming in their 
own right and ALLO may be unable to secure license rights to that programming. As ALLO's programming contracts with content 
providers expire, there can be no assurance that they will be renewed on acceptable terms or at all, in which case ALLO may be 
unable to provide such television programming causing business results to be adversely affected. 

If ALLO cannot obtain and maintain necessaty rights-of-way for its communications network, ALLO 's operatitlm.· may be 
interrupted and it would likely face increased costs. 

ALLO is dependent on easements, franchises, and licenses from various private parties such as established telephone companies 
and other utilities, railroads, long-distance companies and from state highway authorities, local govenunents and transit authorities 
for access to aerial pole space, underground conduits, and other rights-of-way in order to construct and operate its networks. Some 
agreements relating to rights-of-way may he short-tenn or revocable at will, and ALLO cannot be certain that it will continue to 
have access to existing rights-of-way after the governing agreements are terminated or expire. If any of ALLO's right-of-way 
agreements were terminated or could not be renewed, it may be forced to remove network facilities from the affected areas, relocate, 
or abandon networks, which would interrupt operations and force ALLO to find altemative rights-of-way, and make unexpected 
capital expenditures. 

lf ALLO cannot succes~fully manage construction risks and uncertainties, the expansion of its communications networks may 
not be acltieved within acceptable cost paramete1•s or l'esult in desired levels of market shal'e. 

The success of ow- investment in ALLO depends on the ability of ALLO to successfully execute its cun·ent efforts and plans to 
construct expanded fiber communications networks to make its services available to additional homes and businesses. The 
construction of corrununications networks is subject to various risks and uncertainties, including risks and uncertainties related to 
the determination of the precise locations of casements and other rights-of-way necessary to construct and operate the nt.-tworks, 
and the management of such construction in a manner that reasonably minimizes the disruption to other private property owners, 
including minimizing any unintended damage to property or equipment owned or utilized by private parties. If ALLO is not 
successful in managing these and similar construction risks, it could experience higher than expected costs and reputational damage 
that adversely impacts markel share and future revenues, and the currenlly expected benefits from its expansion efforts and plans 
may not be realized. 

ALLO may incur liabilities or suffer negative financial impact relating to occupational, health, and safety matters or Jailure 
to comply with safety or environmental laws. 

Aerial and underground construction of new networks and service requires employees and contractors to work in the proximity 
of gas, electric, waler, sewer, and other competitors' utility services, and ALLO's operations are subject to extensive laws and 
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regulations relating to the maintenance of safe conditions in the workplace. While ALLO has invested, and will continue to invest, 
substantial resources in its robust occupational, health, and safety programs, ALLO's business involves a high degree of operational 
risk, and there can be no assmance that it will avoid significant exposure. These hazards can cause personal inju1y and loss oflife, 
severe damage to or destruction of property and equipment, and other consequential damages and could 1ead to suspension of 
operations, large damage claims and, in extreme cases, criminal liahility. ALLO could also be subject to potential liabilities in the 
event it causes a release ofhazardous substances or other environmental damage resulting from underground objects they encounter. 
Environmental laws and regulations can impose significant fines and criminal sanctions for violations. Costs associated with the 
discharge of hazardous substances may include clean-up costs and related damages or liabilities. These costs could be significant 
and could adversely affect A LLO's results of operations and cash flows. 

Industry changes and competitive pressures may harm revenue.,; and pr~fit margins, including future revenues and pro.fit 
margins of our communications business through ALLO. 

We face aggressive price competition for our products and services and, as a result, we may have to lower our product and service 
piices to stay competitive, while at the same time, expand market share and maintain profit margins. Even if we are able to maintain 
or increase market share for a product or service, revenue or profit margins could decline because the product or service is in a 
maturing market or market conditions have changed due to economic, political, or regulatory pressures. 

The internet, television, and telecommunications businesses are highly competitive. For a discussion of the competitive factors 
faced by ALLO, see Part I, Hem I, "Communications - Competition." ALLO may not be able to successfully anticipate and respond 
to many of these various competitive factors affecting the indust.ty, including regulatory changes that may affect competitors and 
ALLO differently, new technologies, services and applications that may be introduced, and changes in consmner preferences, 
demographic trends, and discount or bundled pricing strategies by competitors which are larger and have more resources than 
ALLO. lf ALLO does not compete effectively, it could lose customers, revenue, and market share; customers may reduce their 
usage of ALLO's services or switch to a less profitable service; and ALLO may need to lower prices or increase marketing efforts 
to remain competitive. 

Our enterprise risk ma,iagement framework may ,wt be effective in mitigating all ri.~ks. 

Our enterprise risk management framework includes policies, processes, personnel, and control systems to identify, measure, 
monitor, control, and report risks. This framework is designed to mitigate and appropriately balance risk exposure with the 
company's strategic objectives and desired returns. However, there may be risks that exist, or that develop in the future, that we 
have not anticipated, identified, or mi ti gated. If our enterprise risk management framework docs not effectively identify and manage 
these risks, we could suffer unexpected losses, and our results of operations, cash flow, or financial condition could be materially 
adversely affected. 

Regulatory and Legal 

Federal and state laws and regulations ca,i restrict ,,ur businesses and result in increased compliance expenses, and 
noncompliance with these laws and regulations could result in penalties, litigation, reputation damage, and a loss of customel's. 

Our operating segments and customers are heavily regulated by federal and state government regulatory agencies. See Par1 I, Item 
1, "Regulation and Supervision." The Jaws and regulations enforced by these agencies arc proposed or enacted to protect consumers 
and the financial industry as a whole, not necessarily the Company, our operating segments, or our shareholders. We have procedures 
and controls in place to monitor compliance with numerous federal and state laws and regulations. However, because these laws 
and regulations are complex, differ between jurisdictions, and are often subject to interpretation, or as a result of unintended errors, 
we may, from time to time, inadvertently violate these laws and regulations. Compliance with these laws and regulations is 
expensive and requires the time and attention of management. These costs divert capital and focus away from efforts intended to 
grow our business. If we do not successfully comply with laws, regulations, or policies, we could incur fines or penalties, lose 
existing or new customer contracts or other business, and suffer damage to our reputation. Changes in these laws and regulations 
can significantly alter our business envirorunent, limit business operalions, and increase costs of doing business, and we cannot 
predict the impact such changes would have on our profitabiHty. 

The CFPB has the authority to supervise and examine large nonbank student loan scrviccrs, including us. If in the course of such 
an examination the CFPB were to determine that we were not in compliance with applicable laws, regulations, and CFPB positions, 
it is possible that this could result in material adverse consequences, including, without limitation, settlements, fines, penalties, 
adverse regulatory actions, changes in our business practices, or other actions. In 2015, the CFPI3 conducted a public inquiry into 
student loan servicing practices and issued a report recommending the creation of consistent, industry-wide standards for the entire 
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servicing market. The CFPB has also announced that it may issue student loan servicing rules in the future. This area is expected 
to be a continuing focus of the Cf PB. 

There is significant uncertainty regarding how the CFPB's recommendations, strategies, and priorities will impact our businesses 
and our results of operations going fonvard. Actions by the CFPB could result in requirements to alter our services, causing them 
to be less attractive or effective and impair our ability to offer them profitably. In the event that the CFPI3 changes regulations 
adopted in the past by other regulators, or modific.,; past regulatory guidance, our compliance costs and litigation exposure could 
increase. 

As a result of the Reconciliation Act of 2010, interest income on our exi.'1ting FFELP loan portfolio, as well as revenue.from 
FFELP .~ervicing and FFELP loan servicing software licensing and consulting fees, will continue to decline over time as our 
and our third-party lender clients' FFELP loan portfolios are paid down and FFELP clients exit the market 

The Reconciliation Act of20IO discontinued new loan originations under the FFEL Program effective July 1, 2010, and requires 
that all new federal loan originations be made through the Federal Direct Loan Program. Although the law did not alter or affect 
the tenns and conditions of existing FFELP loans, interest income and revenue st.reams related to existing FFELP loans will continue 
to decline over time as exisling FFELP Loans are paid down, refinanced, or repaid by guaranty agencies after default. 

Dw·ing the years ended December 31, 2017, 2016, and 2015, we recognized approximately $290 million, $360 million, and $425 
million, respectively, of net interest income on our FFELP loan portfolio, approximately $16 million, $26 million, and $71 million, 
respectively, in guaranty and third-party FFELP servicing revenue, and approximately $5 million, $6 million, and $5 million, 
respectively, in FFELP loan servicing software licensing and consulting fees related to the FFEL Program. These amowtts will 
continue to decline over time as our and our third-party lender clients' FFELP loan portfolios are paid down and FFELP clients 
exit the market. 

lfwe are unable to grow or develop new revenue streams, our consolidated revenue and operating margin will decrease as a result 
of the decline in FFELP l.oan volume outstanding. 

Exposure related to certain tax issues could decl'ease Olll' net income. 

Federal and state income tax laws and regulations arc often complex and require interpretation. The nexus standards and the 
sourcing of receipts from intangible personal property and services have been the subject of state audits and litigation with state 
taxing authorities and tax policy debates by various state legislatures. As the U.S. Congress and U.S. Supreme Court have not 
provided clear guidance in this regard, conflicting state laws and court decisions create significant uncertainty and expense for 
taxpayers conducting interstate commerce. Changes in income tax regulations could negatively impact our results of operations. 
If states enact legislation, alter apportionment methodologies, or aggressively apply the income tax nexus standards, we may 
become subject to additional state taxes. 

From time to time, we engage in transactions in which the tax consequences may be subject to uncertainty. Examples of such 
transactions include asset and business acquisitions and dispositions, financing transactions, apportionment, nexus standards, and 
income recognition. Significant judgment is required in assessing and estimating the tax consequences of these transactions. We 
prepare and file tax returns based on the interpretation of tax laws and regulations. In the nmmal course of business, our tax returns 
are subject to examination by various taxing authorities. Such examinations may result in future tax and interest assessments by 
these taxing authorities. In accordance with authoritative accounting guidance, we establish reserves for tax contingencies related 
to deductions and credits that we may be unable to sustain. Differences between the reserves for tax contingencies and the amounts 
ultimately owed are recorded in the period they become known. Adjustments to our reserves could have a material effect on our 
financial statements. 

The Tax Cuts and Jobs Act, signed into law on December 22, 2017, included a comprehensive tax overhaul that had significant 
impacts on our operating results in 2017 and will impact our operating results in future periods. This legislation reduced the 
corporate statutory federal tax rate from 35 p~rcent to 21 percent, imposed new limits on business interest deductions, altered tax 
depreciation rules, changed the taxation of foreign earnings, and includes many other changes to U.S. corporate taxation. Given 
the timing of enactment and extensive changes associated with the tax reform, our risk associated with federal tax laws has increased 
due to the absence of guidance on various uncertainties and ambiguities in the application of cetiain provisions of the legislation, 
and the possibility that taxing authorities could issue subsequent guidance or take positions on audit that differ from our prior 
interpretations and assumptions. Although the reduction in the stan1tory tax rate is effective January l, 2018, it had an impact on 
our 2017 results ofoperations due to accounting guidance requiring us to adjust ( or re-measure) our deferred tax assets and I iabilities 
on the enactment date, which is the date the tax rate changes were signed into law. Accordingly, a taxing authority may take a 
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different position as to the appropriate timing of an item in our tax return, which could negatively impact our results of operations 
as the tax rates differ between periods. 

In addition to corporate tax matters, as both a lender and servicer of student loans, we are required to report student loan interest 
received and cancellation of indebtedness to individuals and the Internal Revenue Service on an annual basis. These informational 
fonns assist individuals in complying with their federal and state income tax obligations. The statutory and regulatory guidance 
regarding the calculations, recipients, and timing are complex and we know that interpretations of these rules vary across the 
industry. The complexity and volume associated with these info1mational fo1ms creates a risk of error which could result in 
penalties or damage to our reputation. 

Principal Shareholder and Related Party Transactions 

Our Executive Chairman bene.ficially owns 77. 7 percent of the w,ting right~ of our shareholders a11d effectively has contt·ol 
over all matte1·s at 1>ur Company. 

Michael S. Dunlap, our Executive Chairman and a principal shareholder, beneficially owns 77. 7 percent of the voting rights of 
our shareholders. Accordingly, each member of the Board of Directors and each member of management has been elected or 
effectively appointed by Mr. Dunlap and can be removed by Mr. Dunlap. As a result, Mr. Dunlap, as Executive Chairman and 
controlling shareholder, has control over all matters at our Company and has the ability to take actions that benefit him, but may 
not hencfit other minority shareholders, and may otherwise exercise his control in a manner with which other minority shareholders 
may not agree or which they may not consider to be in their best interests. 

Our contractual arrangements a11d transactions with Union Bank and Trust Compa11y (" Union Bank'?, which is under common 
comrol with us, present conflicts of interest and pose ,.;sks to our shareholders that the terms may not be as favorable to us as 
we could receive from unrelated third partie.'i. 

Union Bank is controlled by Farmers & Merchants Investment Inc. ("F&M"), which owns 81.4 percent of Union Bank's common 
stock and 15.4 percent of Union Bank's non-voting non-convertible preferred stock. Mr. Dunlap, a sjgn.ificant shareholder, as well 
as Executive Chairman, and a member of our Board of Directors, along with his spouse and children, owns or controls a total of 
33.0 pcrcenl of the stock of F&M, including a total of 48.6 percent of the outstanding voting common stock of F&M, and Mr. 
Dunlap's sister, Angela L. Muhleisen, along with her spouse and children, owns or controls a total of 3 I .7 percent of F&M stock, 
including a total of 4 7 .5 percent of the outstanding voting common stock orF &M. Mr. Dunlap serves as a Director and Chairman 
ofF&M. Ms. Muhlcisen serves as a Director and ChiefExecutivc Officer ofF&M and as a Director, Chairperson, President, and 
Chief Executive Officer of Union Bank. Union Bank is deemed to have beneficial ownership of a significant number of shares 
of Nelnet because it serves in a capacity of trustee or account manager for various trusts and accounts holding shares of Nelnet, 
and may share voting and/or in vestment power with respect to such shares. As of December 31, 2017, Union Bank was deemed 
to beneficially own U .3 percent of the voting rights of our outstanding common stock. As of December 31, 2017, Mr. Dunlap 
and Ms. Muhleisen beneficially owned 77. 7 percent and 12.4 percent, respectively, of the voting rights ofour outstanding common 
stock. 

We have entered into certain contractual arrangements with Union Bank, including loan purchases, loan servicing, loan 
participations, banking services, 529 Plan administration services, lease arrangements, and various other investment and advisory 
services. The net aggregate impact on our consolidated statements of income for the years ended December 31, 2017, 2016, and 
2015 related to the transactions with Union Bank was income (before income taxes) of$12.5 million, $7.0 million, and $6.6 
million, respectively. See note 20 of the notes to consolidated financial statements included in this report for additional information 
related to the transactions between us and Union Bank. 

Transactions between Union Bank and us are generally based on available market infonnation for comparable assets, products, 
and services and are extensively negotiated. Tn addition, all related party transactions between Union Bank and us are approved 
by both the Union Bank Board of Directors and our Board of Directors. Furthermore, Union Bank is subject to regulatory oversight 
and review by the FDIC, the Federal Reserve, and the State of Nebraska Department of Banking and Finance. The FDIC and the 
State of Nebraska Department of Banking and Finance regularly review Union Bank's transactions with affiliates. The regulatory 
standard applied to the bank falls under Regulation W, wJ1ich places restrictions on ce1tai.t1 "covered" transactions with affiliates. 

We intend to maintain our relationship with Union Bank, which our management believes provides certain benefits to us. Those 
benefits include Union Bank's knowledge of and experience in the FFELP industry, its willingness to provide services, and at times 
liquidity and capital resources, on an expedient basis, and the proximity of Union Bank to our corporate headquaiters located in 
Lincoln, Nebraska. 
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The majority of the transactions and a1Tangcments with Union Bank are not offered to unrelated third parties or subject to com pc ti ti vc 
bids. Accordingly, these transactions and arrangements not only presenlconflicts of interest, but also pose the risk to our shareholders 
that the tenns of such transactions and a,rnngements may not be as favorable to us as we could receive from unrelated third parlies. 
Moreover, wc may have and/or may enter into contracts and business lransactions with related parties that benefit Mr. Dunlap and 
his sister, as well as other related parlies, that may not benefit us and/or our minmity shareholders. 

ITEM lB. UNRESOLVED STAFF COMMENTS 

The Company has no unresolved comments from the staff of the Securities and Exchange Commission regarding its pe1iodic or 
current reports under the Securities Exchange Act of 1934. 

ITEM 2. PROPERTIES 

The following table lists the principal facilities for office space owned or leased by tl1e Company as of December 31, 2017. The 
Company owns the building in Lincoln, Nebraska where its principal office is located. 

Location Primary function or segment 
Approximate 

square feet 
Lease expiration 

date 

Lincoln, NE Corporate Headquarters, Loan Systems and 
Servicing, Tuition Payment Processing and Campus 
Commerce 

192,000 (a) 

Highlands Ranch, CO Loan Systems and Servicing 67,000 Oclobcr 2020 

Lincoln, NE Loan Systems and Servicing 65,000 

Omaha, NE Loan Systems and Servicing, Tuition Payment 56,000 December 2020 and 
Processing and Campus Conunerce December 2025 

Lincoln, NE Loan Systems and Servicing, Asset Generation and 51,000 November 2023 and 
Management March 2024 

Aurora, CO Loan Systems and Servicing 37,000 September 2019 

Lincoln, NE Communications 29,000 Month-to-month 

Lincoln, NE Communications 28,000 

Lincoln, NE Loan Systems and Servicing, Asset Generation and 22,000 Month-to-month 
Management, Tuition Payment Processing and 
Campus Commerce 

and October 2018 

Lincoln, NE Corporate Activities 21,000 October 2027 

Burleson, TX Tuition Payment Processing and Campus Commerce 17,000 October 202 l 

Scottsbluff, NE Communications 15,000 April 2019 

North Platte, NE Communications 11,000 August2026 

Alliance, NE Communications 6,000 May2022 

Imperial, NE Commwtications 6,000 

{a) Excludes a total of approximately 22,000 square feet of owned office space that the Company leases to third parties. 

ALLO's physical assets consist of network plant and fiber, including signal receiving, encoding and decoding devices, headend 
reception facilities, distribution systems, and customer-located property. The network plant and fiber assets arc generally attached 
to utility poles under pole rental agreements with local public utilities and telephone companies, or arc buried in underground 
ducts or trenches, generally in utility easements. ALLO owns or leases real prope1ty for signal reception sites, and owns its own 
vehicles. ALLO's headend reception facilities and most offices are located on leased property. Additionally, ALLO leases ofti.ce 
aod warehouse facilities in most communities where it operates. 
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The Company leases other office facilities l.ocated throughout the United States. These properties arc leased on te1111s and for 
durations that are reflective ofconunercial standards in the communities where these prope1.ties are located. The Company believes 
that its respective properties are generally suitable and adequate to meet its long term business goals. The Company's principal 
office is located at 121 South 13111 Street, Suite 100, Lincoln, Nebraska 68508. 

On February 7, 2018, the Company acquired Great Lakes, which will be included in the Company's J ,oan Systems and Servicing 
operating segment. Great Lakes is headquartered in Madison, Wisconsin, and owns two buildings at that location with approximately 
l 81,000 square feet of office space. Great Lakes owns and leases several other offices around the United States with approximately 
203,000 square feet of office space. 

ITEM 3. LEGAL PROCEEDINGS 

The Company is subject to various claims, Lawsuits, and proceedings that arise in the normal course of business. These matters 
frequently involve claims by student loan borrowers disputing the manner in which their student loans have been serviced or the 
accuracy ofreports to credit bureaus, claims by student loan borrowers or other consumers alleging that state or Federal consumer 
protection laws have been violated in the process of collecting Loans or conducting other business activities, and disputes with 
other business entities. In addition, from time to time the Company receives information and docwnent requests from state or 
federal regulators concerning its business practices. The Company cooperates with these inquiries and responds to the requests. 
While the Company cannot predict the ultimate outcome of any regulatory examination, inquiry, or investigation, the Company 
believes its activities have materially complied with applicable law, including the Higher Education Act, the rules and regulations 
adopted by the Department thereunder, and the Department's guidance regarding those rules and regulations. On the basis of 
present information, anticipated insurance coverage, and advice received from counsel, it is the opinion of the Company's 
management that the disposition or ultimate determination of these claims, lawsuits, and proceedings will not have a material 
adverse effect on the Company's business, financial position, or results of operations. 

ITEM 4. MINE SAFETY DISCLOSURES 

Not applicable. 
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PART II. 

ITEM 5. MARKET .FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLD.Ji:R MATTF.RS, AND 
ISSUER PURCHASJt'.S OF EQUITY SECURnu:s 

The Company's Class A common stock is listed and traded on the New York Stock Exchange under the symbol "NNI," while its 
Class B common stock is not publicly traded. As of January 31, 2018, there were 29,343,603 and 11,468,587 shares of Class A 
common stock and Class B common stock outstanding, respectively. The number of holders of record of the Company's Class A 
common stock and Class B common stock as of January 31, 2018 was 929 and 45, respectively. The record holders of the Class 
B common stock are Michael S. Dunlap and Stephen F. Butterfield, an entity controlled by them, various members of their families, 
and various estate planning trusts established by them. Because many shares of the Company's Class A common stock arc held 
hy brokers and other institutions on behalf of shareholders, the Company is unable to estimate the total number of beneficial owners 
represented by these record holders. The following table sets forth the high and low intraday sales prices for the Company's Class 
A common stock for each full quarterly period in 2016 and 2017. 

High 

Low 

2016 2017 

hf Quarter 2nd Quarter 3rd Quarter 4th Quarter 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 

$ 37.28 $ 

26.15 

38.19 $ 

35.0S 

44.92 $ 

37.06 

44.08 $ 52.24 $ 

41.19 

47.60 $ 

38.72 

52.26 $ 

43.92 

59.68 

49.60 38.24 

Dividends on the Company's Class A and Clas!, n common 3tock were paid U3 follows during the years ended December 31, 2016 
and 2017. 

Record date 3/1/16 

Payment date 3/15/16 

Dividend amoUJJt per share $ 0.12 

2016 

6/1/16 

6/15/l6 

0.12 

9/1/16 12/1/16 

9/15/16 12/15/16 

0.12 0.14 

3/1/17 

3/15/17 

0.14 

2017 

6/1/17 

6/15/17 

0.14 

9/1/17 12/1/17 

9/15/17 12/15/17 

0.14 0.16 

The Company cu1Tently plans to continue making regular quarterly dividend payments, subject to future earnings, capital 
requirements, financial condition, and other factors. The Company's $350.0 million unsecured line of credit, which is available 
through December 21, 2021, imposes restrictions on the payment of dividends through covenants requiring a minimum consolidated 
net worth and a minimum level of unencumbered cash, cash equivalent in vestments, and available borrowing capacity under the 
line of credit. In addition, trust indentures and other financing agreements governing debt issued by the Company's education 
lending subsidiaries generally have limitations on the amow1ts of fuuds that can be transferred to the Company by its subsidiaries 
through cash dividends at certain ti mes. further, the payment of di vidcnd~ hy the Company is subject to the tcnns of the Company's 
outstanding junior subordinated hybrid securities, which generally provide that if the Company defers interest payments on those 
securities it cannot pay dividends on its capital stock. These provisions do not currently materially limit the Company's ability to 
pay dividends, and, based on the Company's current financial condition and recent results of operations, the Company does not 
ClUTently anticipate that these provisions will materially limit the future payment of dividend<;. 
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Performance GraJ>h 

The following graph compares the change in the cumulative total shareholder return on the Company's Class A conunon stock to 
that of the cumulative return of the S&P 500 Index and the S&P 500 Financials Index. The graph assumes that the value ofan 
investment in the Company's Class A common stock and each index was $100 on December 31, 2012 and that all dividends, if 
applicable, were reinvested. The performance shown in the graph represents past performance and should not be considered an 
indication of future pe1fonnance. 
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••o--· S&P 500 -er- S&P 500 Financials 

12/31/2012 12/31/2013 12/31/2014 12/31/2015 12/31/2016 12/31/2017 

$ 100.00 $ 142.94 $ 158.68 $ 116.23 $ 177.96 $ 194.45 

100.00 

100.00 

132.39 

135.63 

150.51 

156.25 

152.59 

153.86 

170.84 

18.8.94 

208.14 

230.85 

The preceding information under the caption "Performance Graph" shall be deemed to be "furnished'' but not "filed" with the 
Securities and Exchange Commission. 
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Stock Repurchases 

The following table summarizes the repurchases of Class A common stock during the fou1th quarter of 2017 by the Company or 
any "affiliated purchaser" of the Company, as defined in Rule 1 Ob- l 8(a)(J) under the Securities Exchange Act of 1934. Certain 
share repurchases included in the table below were made pursuant to a trading plan adopted by the Company in accordance with 
Ruic I Ob5- I under the Securities Exchange Act of I 934. 

Total number of Maximum number 
shares purchased of shares that may 

Tota) number as part of publicly yet be purchased 
of shares Average pl'ice announced plans under the plans or 

Period purchased (a) paid per share or programs (b) programs (h) 
October l - October 31, 2017 69,981 $ 50.45 69,541 3,179,339 

November I - November 30, 2017 37,239 51.26 36,932 3,142,407 
December 1 - December 3 l, 20 l 7 2,263 55.61 3,142,407 

Total 109,483 $ 50.83 106,473 

(a) The total number of shares includes: (i) shares repurchased pursuant to the stock repurchase program discussed in footnote 
(b) below; and (ii) shares owned and tendered by employees lo satisfy tax withholding obligations upon the vesting of 
restricled shares. Shares of Class A common stock tendered by employees to satisfy tax withholding obligations included 
440 shares, 307 shares, and 2,263 shares in October, November, and December, respectively. Unless othe.rwise indicated, 
shares owned and tendered by employees to satisfy tax withholding obligations were purchased at the closing price of 
the Company's shares on the date of vesting. 

(b) On August 4, 2016, the Company announced that its Board of Directors authorized a new stock repurchase program in 
May 2016 to repurchase up to a total of five million shares of the Company's Class A common stock during the three
year period ending May 25, 2019. 

Equity Compensation Plans 

For info1mation regarding the securities authorized for issuance under the Company's equity compensation plans, see Part 111, Item 
12 of this report. 
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ITEM 6. SELECTED FINANCIAL DATA 

The following table sets forth selected financial and other operating information of the Company. The selected financial data in 
the table is derived from the consolidated financial statements of the Company. The following selected financial data should be 
read in conjunction with the consolidated financial statements, the related notes, and "Management's Discussion and Analysis of 

Financial Condition and Results of Operations" included in this report. 

Operating Data: 

Net interest income 

Loan systems and servicing revenue 

Tuition payment processing, school 
information, and campus commerce 
revenue 

Communications revenue 

Enrollment services revenue 

Other income 

Gain on sale of loans and debt 
repurchases, net 

Net income attributable to Nelnet, Inc. 

Earnings per common share attributable to 
Nelnet, Inc. shareholders - basic and 
diluted: 

Dividends per conunon share 

Other Data: 

fixed rate floor income, net of derivative 
settlements 

Core loan spread 

Acquisition of loans (par value) 

Loans sc1viced (at end of period) 

Balance Sheet Data: 

Cash and cash equivalents 

Loans receivable, net 

Goodwill and intangible assets, net 

Total assets 

HonCIB and noles payable 

Nelnet, Inc. shareholders' equity 

Tangible Nelnet, Inc. shareholders' equity (a) 

Outstanding common shares 

Book value per common share 

Tangible book value per conunon share (a) 

Ratios: 

Shareholders' equity to total assets 

$ 

2017 

305,238 

223,000 

145,751 

25,700 

52,826 

2,902 

173,166 

4.14 

0.58 

$ 117,272 

1.23% 

$ 330,251 

211,413,959 

2017 

$ 66,752 

21,814,507 

177,186 

23,964,435 

21,356,573 

2,149,529 

1,972,343 

40,810,104 

52.67 

48.33 

8.97% 

Year ended December 31, 

2016 2015 2014 

(Dollars in thousands, except share data) 

372,563 

214,846 

132,7.30 

17,659 

4,326 

53,929 

7,981 

256,751 

6.02 

0.50 

152,336 

1.28% 

356,110 

194,821,646 

431,899 

239,858 

120,365 

51,073 

47,262 

5,153 

267,979 

5.89 

0.42 

184,746 

L.43% 

4,036,333 

176,436,497 

As of December 31, 

2016 2015 

436,563 

240,414 

98,156 

62,949 

73,936 

3,651 

307,610 

6.62 

0.40 

179,870 

1.48% 

6,099,249 

161,642,254 

2014 

(Dollars in thousands, except share data) 

69,654 63,529 130,481 

24,903,724 28,324,552 28,005,195 

195,125 

27,193,095 

24,668,490 

2,061,655 

1,866,530 

42,105,044 

48.96 

44.33 

7.58% 

197,062 

30,419,144 

28,105,921 

1,884,432 

1,687,370 

43,953,460 

42.87 

38.39 

6.19% 

168,782 

30,027,739 

27,956,946 

1,725,448 

1,556,666 

46,243,316 

37.31 

33.66 

5.75% 

2013 

413,875 

243,428 

80,682 

79,275 

65,101 

11,699 

302,672 

6.50 

0.40 

148,431 

1.54% 

4,058,997 

138,208,897 

2013 

63,267 

25,907,589 

123,250 

27,704,028 

25,888,468 

1,443,662 

1,320,412 

46,376,715 

31.13 

28.47 

5.21% 

(a) Tangible Nelnet, Inc. shareholders' equity, a non-GA AP measure, equals "Nelnet, Inc. shareholders' equily" less "Goodwill and 
intangible assets, net." Managemenl believes tangible shareholders' equity and the con·esponding tangible book value per 
common share are useful supplemental non-GAAP measures to evaluate the strength of the Company's capital position and 
facilitate comparisons with other companies in the financial services industry. However, there is no comprchcnsi ve authoritative 
guidance for the presentation of these measures, and similarly titled measures may be calculated differently by other companies. 
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ITEM 7. MANAGEM ENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OJ>.ERATIONS 

(Management's Discussion and Analysis of Financial Condition and Results of Operations is for the years ended 
December 31, 2017, 2016, and 2015. All dollars are in thousands, except share data, unless otherwise noted.) 

'l'he foJlowing discussion and analysis provides information that the Company's management believ1.:s is relevant to an assessment 
and understanding of the consolidated results of operations and financial condition of the Company. The discussion and analysis 
should be read in conjunction with the Company's consolidated financial statements and related notes included in this report. This 
discussion and analysis contains forward-loo.king statements and should be read in conjw1clion with the disclosures and information 
contained in "Forward-Looking and Cautionary Statements" and Item IA "Risk Factors" included in this report. 

OVERVIEW 

The Coinpany is a diverse company with a focus on delivering education-related products an.cl services and loan asset management. 
The largest operating businesses engage in student loan servicing, tuition payment processing and school infonnation systems, 
and communications. A significant portion of the Company's revenue is net interest income earned on a portfolio of federally 
insured student loans. The Company also makes investments to further diversify the Company both within and outside of its 
historical core education-related businesses, including, but not limited to, investments in real estate and start-up ventures. 

GAAP Net lncome and Non-GAAP Net Income, Excluding Adjustments 

The Company prepares its financial statements and presents its financial res11lts in !lc.c.orcianr.e: wi1h Gt\ t\P. However, it also 
provides additional non-GA AP financial information related to specific items management believes to be important in the evaluation 
of its operating results and performance. A reconciliation of the Company's GAAP net income to net income, excluding derivative 
market value and foreign currency transaction adjustments, and a discussion of why the Company believes providing this additional 
infonnation is useful to investors, is provided below. 

Year ended December 31, 

2017 2016 2015 

GAAP net income attributable to Nelnet, Inc. $ 173,166 256,75 l 267,979 

Realiud and unrealized derivative market value adjustments {26,379) (59,895) 15,150 

Unrealized foreign currency transaction a<ljust,nenls 4S,600 (11,849) (43,801) 

Net tax effect (a) (7,304) 27,263 10,887 

Net income, cxclnding derivative market value and foreign cu1Tcncy 
transaction adjustments (b) $ 185,0l!3 212,270 250,215 

Earnings per share: 

GAAP net income attributable to Nelnet, Inc. $ 4.14 6.02 5.89 

Reali;:ed and unrealized derivative market value adjustments (0.63) ( 1.40) 0 .33 

Unreali7.ed foreign cmTency transaction adju.~tments 1.09 (0.28) (0.96) 

Net tax effect (a) (0.17) 0.63 0 .24 

Net income, excluding derivative market volue and foreign currency 
t.ransactlon adjU$tm.eats (b) $ 4.43 4 .97 5.SO 

(a) The tax effects are calculated by mulliplying the realized and unrealized derivative market value adjustments and unrealized foreign currency transaction 
adjustments by the applicable statutory income tax rate. 

(b) "Derivative market value and loreign cun-ency transaction adjustments" include (i) both ttie realized portion of gains and losses (corresponding to variation 
margin received or paid on derivative instrnments that are settled daily at a central clearinghouse under new rules effective January 3, 2017) and the 
twrealizcd portion of gai,1s and losses that are caused by changes in fair values or derivatives which do not qualify for "hedge treatruent" under GAAP; 
and (ii) the unrealized foreign currency transaction gains or losses caused hy the re-measurement of the Company's Euro-denominated bonds to U.S. 
dollars. "Derivative marl<et value and foreign currency transaction adjustments" does not include "derivative settlements" that tepresent the cash paid or 
received during the current period to settle with derivative instrument eounterparties the economic effect of the Company's derivative instruments based 
on their contractual te1ms. 

The accounting for de1ivatives requires that changes in lhe fair value of derivative instruments be recognized currently in earnings, with no fair value 
adjusbnent of the hedged item, unless specific hedge accounting criteria is met. Management has structured all of the Company's derivative transactions 
with the intent that each is economically effective; however, the Company's derivative instruments do not qualify for hedge accounting. As a result, the 
change in fair value of delivative i11struments is reported in current period earnings wi!h no consideration for the corresponding change in fair value of 
the hedged item. Under GAAP, the cwnulativc net realized and unreali7.ed gain or loss caused by changes in fair values of derivatives in which the 
Company plans lo hold to IJlaturity will equal zero over the life or the <:ontn,ct. However, the uet realized and unreali2ecl gain or loss during any given 
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rcpo1ting period fluctuates significantly from period to period. In addition, the Company has incun·ecl unreali~cd foreign currency transaction adjustments 
for periodic fluctuations in cun-ency exchange rutes between the ll.S. dollar and l.iuro in connection with its student loan asset-backed Euro-denominated 
honds with an interest rate based on a spread to the EURIF\OR index. The principal and accrnecl interest on these honds were remeasured al each rcpo1ting 
period and recorded in the Company's consolidated balance sheet in U.S. dollars based 011 the foreign currency exchange rate on that date. 

The Company believes these point-iu-time estimates of asset and liability values related to its derivative instruments and Euro-denorniuated bonds that 
are or were subject to interest and cun-ency rate fluctuations are or were subject to volatility mostly due to timing and market factors beyond the control 
of management, and affect I.he period-to-period comparability of the results of operations. Accordingly, the Company's management utilizes operating 
results excluding these items for comparability purposes when making deci.~ions regarding the Company's perfonnance arid in presentations with credit 
rating agencies, lenden;, and investors. Consequently, the Company reports this non-GAAP information because the Company believes that it provides 
additional information regarding operational and performance indicators that are closely assessed by management. There is no comprehensive, authoritative 
guidance for the presentation of such 11011-GAAP inlonnation, which is only meant to supplement GAAP results by providing additional infonnation that 
management utilizes to assess perfonnance. 

On October 25, 2017, the Company completed a remarketing of the Company's bonds that were prior to that date denominated in l:iuros, to deoominatc 
I.hose bonds in U.S. dollarn and reset the interest rate to be based on the 3-month LlBOR index. The Company also lenninatcd a cross-currency interest 
rate swap associated with thoRe bonds. As a result, foreign ctu-rency transaction adjustments will not be incurred with respect to those bonds after October 
25, 2017. 

The decrease in net income, excluding derivative market value and foreign cw-rency adjustments, for 20 l 7 as compared to 2016, 
was expected due to the runoff of the Company's student loan portfolio and lower student loan spread, which decreased net interest 
income. In addition, ALLO's dilutive impact to the Company's consolidated earnings continues to increase as it builds its network 
in Lincoln, Nebraska. 

Operating Results 

The Company earns net interest income on its loan portfolio, consisting primarily of FFELP loans, in its Asset Generation and 
Management ("AGM") operating segment. This segment is expected to generate a stable net interest margin and significant 
amounts of cash as the FFELP po1tfolio amortizes. As of December 31, 2017, the Company had a $21.8 billion loan portfolio that 
management anticipates will amortize over the next approximately 20 years and has a weighted average remaining life of 7.5 
years. The Company actively works to maximize the amount and timing of cash flows generated by its FFELP portfolio and seeks 
to acquire additional loan assets to leverage its servicing scale and expertise to generate incremental earnings and cash flow. 
However, due to the continued amortization of the Company's FFELP loan portfolio and anticipated increases in interest rates, 
the Company's net income generated by the AGM segment will continue to decrease. The Company currently believes that in the 
short-term it will most likely not be able to invest the excess cash generated from the FFELP loan portfolio into assets that 
immediately generate the rates ofretum historically realized from that portfolio. 

In addition, the Company earns fee-based revenue through the following reportable operating segments: 

• Loan Systems and Servicing ("LSS") - referred to as Nelnet Diversified Solutions ("NDS") 
• Tuition Payment Processing and Campus Commerce ("TPP&CC") - referred to as Nelnet Business Solutions ("NBS") 

Communications - refened to as ALLO Communications ("A LLO") 

Other business activities and operating segments that are not reportable are combined and included in Corporate and Other Activities 
(''Corporate"). Corporate and Other Activities also includes income earned on certain investments and interest expense incurred 
on unsecured debt transactions. 
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The information below provides the operating results for each reportable operating segment and Corporate an<l Other Activities 
for the years ended December 31, 2017, 2016, and 2015 (dollars in millions). See "Results of Operations" for each reportable 
operating segment wider this Item 7 for additional detail. 

LSS {a) 

Revenue 

""·'i i 

Net Income 

$29.6 $38.0 $4 1.1 

r • • 

TPP&CC 

Sl45.8 $132.7 Sll9.4 --
S23.9 $21.S $19.3 
f,·:~- -

£1& 
~2017 • 2016 • 2015 

$25.7 $17.7 -

$(16.5) $(5.9) 

(a) Revenue includes interscgmcnt revenue e!Ulled by LSS as a result of servicing loans for AGM. 

AGM(b) 

$415.2 

$3SS.9 1 ~~·1 
S202.6 

'"''ii 

C orpornle (b) 

$53.3 =• 
S6.8 - $(12.3) $(12.8) 

(b) Total revenue includes "net interest income after provision for loan losses" and "total other income" from the Company's segment statements of income, 
excluding the impact from changes in fair values of derivatives and foreign currency transaction adjustments. Net income excludes changes in fair 
values of derivatives and fo~eign currency transaction adjustments, net of tax. For i.nfonnation regarding the exclusion. of the impact from changes in 
fair value!: cf derivatives and foreign currency transaction adjustments, sec: "GAAP Net Income and Non-GA AP Net Tncome, Excluding Adjustments" 
above. 

Ce1tain events and transactions from 2017, which have impacted or will impact the operating results of the Company and its 
operating segments, are discussed below. 

Loan Systems a11d Servicing 

The Company and Great Lakes continue to develop a new, statc-of-the-ait servicing system for government-owned student 
loans through their GrcatNet joint venture. The servicing platform under development will utilize modem teclmology 
to effectively scale for additional volwne, protect customer information, and support enhanced bon-ower experience 
initiatives. The Company's share of costs incWTed in 2017 to develop this platform was $12.6 million (pre-tax), which 
decreased the operating margin of this business from historical periods. 

Tuition Payment Processing and Campus Commerce 

The Company continues to make investments in new payment products and services, primarily under the PaymentSpring 
brand name, that will create additional card processing solutions for the Company's customers. The Company currently 
offers payment services including electronic transfer and credit card processing, reporting, billing and invoicing, mobile 
and virtual terminal solutions, and specialized integrations to business software. The Company incurred $5.7 million in 
net operating costs related lo providing and developing these products and services in 2017. The Company currently 
anticipates making additional investments in payment products and services which will impact this se1:,rment's operating 
results over lite next several years. 

Communication., 

In the fourth quarter of 2017, ALLO announced plans to expand its network to make services available in Hastings, 
Nebraska and Fort Morgan, Colorado. This will expand total households in ALLO's current markets from 137,500 to 
over J 52,000. In December 2017, the Fort Morgan city council approved a 40-ycar agreement with ALLO for ALLO 
to provide broadband service over a fiber network that the city will build and own, and ALLO will lease and operate to 
provide services to subscribers. ALLO plans to continue expansion to additional communities in Nebraska and Colorado 
over the next several years. 
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The Company currently anticipates ALLO's operating results will be dilutive to the Company's consolidated earnings as 
it continues to build its network in Lincoln, Nebraska, and other communities, due to large upfront capital expenditw-es 
and associated depreciation and upfront customer acquisition costs. 

Asset Generation and 1lfanagement 

During 2017, the Company began to purchase consumer loans. As the Company's FFELP loans continue to amortize, 
the Company is actively expanding its private education and consumer loan portfolios. 

Other Corporate Activities 

• As of December 31, 2017, Whitetail Rock Capital Management, LLC ("WRCM"), the Company's SEC-registered 
investment advisor subsidiary, had $874.3 million in asset-backed security assets, consisting primarily of student loan 
asset-backed securities, under management for third-party customers. WRCM earns annual management fees of25 basis 
points for assets under management and up to 50 percent of the gains from the sale of securities or securities being called 
prior to the full contractual maturity for which it provides advisory services. During 2017, WRCM traded almost $1.3 
billion for their ClL'ltomers, generating $10.1 million in performance fees. Assuming assets under management remain 
at their current levels, management fees should be relatively stable in future years. However, the Company currently 
anticipates that opportunities for WRCM to earn performance fees could be limited in future years. 

• On December 31, 2017, the Company sold Peterson's, its college planning, digital marketing, and content solutions 
subsidiary. Peterson's revenue in 2017 was $12.6 million, a decrease from $14.3 million in 2016 and $19.6 million in 
2015. Dwing the fourth quarter of20 l 7, the Company recognized an impairment charge of$3.6 million (pre-tax) related 
to goodwill initially recorded upon the acquisition of Peterson's in 2006. 

The Tax Cuts and Jobs Act (the "Act"), signed into law on December 22, 2017, reduced the corporate statutory federal 
tax rate from 35 percent to 21 percent. As a result of the Act, in December 2017, the Company re-measured its net deferred 
tax liabilities to reflect the new statutory rate, resulting in a decrease lo income tax expense of$ J 9.3 million, resulting 
in a 2017 effective tax rate of27 .25 percent. The Company currently anticipates its effective tax rate will range between 
23 to 24 percent in 201.8 and future periods, as compared to its historical effective tax rate that ranged between 35 to 38 

percent. 

Liquidity and Capital Resources 

The Company has historicalJy generated positive cash flow from operations. For the year ended December 31, 20 l 7, the 
Company's net cash provided by operating activities was $227.5 million. 

The majority of the Company's portfolio of student loans is funded in asset-backed sccuritizations that will generate 
significant earnings and cash flow over the life of these transactions. As of December 31, 2017, the Company cu1Tently 
expects future undiscounted cash flows from its sccuritization portfolio to be approximately $1.92 billion, of which 
approximately $1.34 billion will be generated over the next five years. 

• The Company intends to use its liquidity position to capitalize on marketopportm1ities, includingFFELP, private education, 
and consumer loan acquisitions; strategic acquisitions and investments; expansion of ALLO's telecommunications 
oetwork; and capital management initiatives, including stock repurchases, debt repurchases, and dividend distributions. 
The timing and size of these opportunities will vary and will have a direct impact on the Company's cash and investment 
balances. 

Receltt Events 

Acquisition of Great Lakes 

• On February 7, 2018, the Company acquired 100 percent of the outstanding stock of Great Lakes for a purchase price of 
$150.0 million in cash. The Company and Great Lakes are two of the four large private sector companies (referred to as 
Title IV Additional Servicers, or "TIVAS") that have student loan servicing contracts awarded by the Department in JlUle 
2009 to provide servicing for loans owned by the Depmtment. These contracts are currently scheduled to expire on June 
16, 2019. 

40 



Going forwar<l, Great Lakes and the Company wi 11 continue to service their respective government-owned portfolios on 
behalf of the Department, while maintaining their distinct brands, independent servicing operations, and tea.ms. Likewise, 
each entity will continue to compete fornew student loan vohune under its respective cxisti ng contract with the Department. 
Nelnet will integrate technology, as well as sharc<l services and other activities, to become more efficient and effective 
in meeting borrower needs. 

The Company and Great Lakes have also been working together for almost two years to d~velop a new, state-of-the-art 
servicing system for government-owned student loans through their GreatNet joint venture. The efficiencies gained by 
leveraging a single platform for government-owned loans supporting millions more borrowers will give the Company 
and Great Lakes opportunities to invest in strategies to further enhance borrower experiences. 

Headquartered in Madison, Wisconsin, Great Lakes has approximately 1,800 employees. As of December 31, 2017, 
Great Lakes was servicing $224.4 billion in government-owned student loans for 7.5 million borrowers, $10.7 billion in 
FFEL Program loans for almost 479,000 borrowers, and $8.5 billion in private or consumer loans for over 415,000 
borrowers. During 2017, Great Lakes recognized approximately $230 million in servicing revenue. 

As of December 31, 2017 (on a pro-forma basis), the combined companies serviced $455 billion of loans for 16.2 million 
borrowers, including $397 billion in government-owned .student loans for 13.4 million borrowers, $38 billion in FFEL 
Program loans for l .9 million borrowers, and $20 billion in private or consumer loans for almost 918,000 borrowers. 

Department o(Education Servicing Contract 

• On February 20, 2018, the Department's Office of Federal Student Aid ("FSA") released infonnation regarding a new 
contract procurement process to service all student loans owned by the Department. The contract solicitation process is 
divided into two phases. Responses for Phase One are due on April 6, 2018. The contract solicitation requests responses 
from interested vendors for nine components, including: 

• Component A: Enterprise-wide digital platfonn and related m.i<ldleware 
• Component B: Enterprise-wide contact center platform, customer relationship management (CRM), and related 

middlcware 
• Component C: Solution 3.0 (core processing, related middleware, and rules engine) 

Component D: Solution 2.0 (core processing, related middleware, and rules engine) 
Component E: Solution 3.0 business process operations 
Component F: Solution 2.0 business process operations 
Component G: Enterprise-wide data management platform 
Component H: Enterprise-wide identity and access management (1AM) 
Component I: Cybersecurity and data protection 

The solicitation indicates Component C (Solution 3.0) is anticipated to be tailored for new customers and Component 
D (Solution 2.0) is anticipated to serve as tl1e primary environment for FSA's existing customers. After Solution 3.0 is 
deployed, FSA will determine the best distribution of loans between Solution 2.0 and Solution 3.0. In addition, more 
than one b11sincss process solution may be selected for Components E and F. 

Vendors may provide a response for an individual, multiple, or all components. The Company intends to respond to 
Phase One of the solicitation. 

CONSOLIDATED RESULTS OF OPERATIONS 

An analysis of the Company's operating results for the years ended December 31, 2017, 2016, and 2015 is provided below. 

The Company's operating results are primarily diiven by the perfonnance of its existing portfolio and the revenues generated by 
its fee-based businesses and the costs to provide such services. The performance of the Company's portfolio is driven by net 
interest income (which includes financing costs) and losses related to credit quality of the assets, along with the cost to administer 
and service the assets and related debt. 

The Company operates as distinct reportable operating segments as described above. For a reconciliation of the reportable segment 
operating results to the consolidated results of operations, see note 15 of the notes to consolidated financial statements included 
in this repo1t. Since the Company monitors and assesses its operations and results based on these segments, the discussion following 
the consolidated results of operations is presented on a reportable segment basis. 
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Year ended December 31, 

2017 2016 20(5 Additional infot'mation 

Loan inleresl $ 757,73 I 751,280 726,258 
Year ovef year increases were due to increases in the gross yield earned on the loan portfolio, pa,1ially 
offset by decreases in the avernY,e b;ilancc of studcnl loans an<l gross fixed rnte floor income. 

Includes income from un,.ewictcd intcrcst-caming depo,~hs and invesintcnlS and funds in asset-backed 
secutitizacions. Year over year increases were due 10 in~reascs in in1cresH:1tnling investments and lntcrcsr 

lnvcstrncnt intcrcs.l 12.695 9,466 7.851 rates. 

Total lntcrcl'it income 770,426 760,746 734,109 

!merest expense 465,138 338,183 302,210 
Year over year inc.reascs were due to increases in cost of funds, parrially offset by decreases in !he average 
balance of debt outstandiag. 

Net intc:resl lucome 305,238 372,563 431.899 Sec table below for additional analysis. 

Less provision for loao losses 14,450 13.500 10,150 
Represents the periodic cxpcru;c ofn.inintaining an alJowance appropriate co abso!b losses inherent in the 
po,tfotio of loa11s. See AOM opcrocing segment • rcsulls of operacions. 

Net lntcrc::st income a.Ocr 
provision for lo•u losses 290,7&& 359,063 421,749 

Other iocome: 

LSS ,evenue 223,000 214,846 239,85& See LSS operating segment - r~ults of upcrationx. 

TPP&CC revenue 145,751 132,730 l20,365 See TPP&CC ope,atiag segment - resuUs of opcraLiuos. 

Commuoications ,cveuut 25,700 17,659 Sec Conunuriications ope,atiug segmellt - results of operations. 

On February l, 20 I 6. the Company sold Sparkroom LLC. After this sale. the Comp;wy no longer earns 
EnroHmeol services revenue 4,l26 51,073 e,rroltment services reveaue. 

Other incon,e 52,826 53,929 47,262 See table below for !he components of"other income." 

Gain on sale of loaJJs and debt Gains arc fron, the Company tepw:chasing ils own debt. See note S of the no Les LO consolidated fiuancial 
repurchases, ne1 2,902 7,981 5,153 statements included in this report for additional details on these debt repurchases. 

The Company maintains an overall risk m•nagcmcnt strategy !hat incorpornc~ !he use of derivative 
instrumctlls to reduce !he economic efiect of in1ercst rate volatility. Derivative settlements for each 
applicahlc pcl'iod should l>e evaluated with the Company's net interest income. Sec cable l>elow for 

Derivative settlemellts, net 667 (21,949) (24,250) additional analysis. 

Ct\.cludcs (i) tbe rc~lized and untealizcd S9ios and loss-es that arc caused by changes m (elr lllllucs of 
Derivative market value a11d dedvatives w.hicl1 do not quali~ for ''hedge treatme.nt" wi.der GAAP; nnd (tt) the (Q(eign ~lln;el1cy 

foreign currency transaclion trtu~etii>n J!ain,s or losset-causc 1,)y the re-mC!lllurom.e,11 ofthc Co,mpany's Eoro-denon\lnntc.d bonds to 
adjustments, aet (19,221) 71,744 28,651 U.S. dollars. 

Total olher illcome 431,625 481,266 468,112 

Operating expenses: 

Ycur over year increases were duo to (i) increases in contract programming related to the Grca1Nct Joint 
vcnlun:and an incrc11Sc in personnel to support !be increase in volumeofloa1ii: serviced for the govcnuncnt. 
entering rep3ymcn1 smtu.~ and the increase in prlv3tc education. and consumer loan servicing volume in 
lhc LSS operating segment; (ii) increases in personnel to susport Ille growth in revenue in lhc TPP&CC 
opemting segment; and (iii) increases in personnel ot ALL . to ~upport !he Linc<>ln, Ncbniska network 
exlansion, Sec each individual opcrnt,ng scgmcm results of operations discussion for additional 
in om1a1ion. ln nddilion, in December 2017, the Company paid 3JI front-line associntcs an ttdditiomtl 

Salaric.s and hcncfits 301,885 255,924 247,914 bonus ofup to $1,000, resulting in expense of$4.0 million. 

Year overt'!' irrcrcascs were due to additional depreciation expense ac ALLO. Since !he acquisition of 
ALLO on emb<:r 31, 2015, there ho,; l>cen a slgnr!Tcanl amowu of property and equipment purchases 

Oepreciation and amorti:1.a.tion 39,541 33,933 26,343 to support the Lincoln, Nebraska network expansion. 

Lo•n sctvicing fees decreased year over yea,· due to nlnotT of the Company's student loan portfolio and 
Loait servicing fees 22,734 25,750 J0,21J decreases in delinquent loans. The Co,np:iny pays higher third-party servicing fees on delinquent loans. 

Cost to provide communicatin.ns Represents costs of services and products primarily ll<l8ociat<d with tclevisiM prngramming costs in the 
services 9,950 6,866 Cummu.nic.ations operating segment. 

Cost to p~ovide enrollment 
~l.'TVJCC:< 3,623 41,733 

OJ\ February I, 2016, lbe Company sold Sparkroom LLC. After chis sale, lb~ Compaoy no longer provi<lcx 
enrollmeot services. 

Included in_otl1~r exp<.'ll•cs w<...-c guaranty collection costs directly related to provid~ guaranty collection 
$erviee.1. Bf(ectiveJun_c3,0, 2016, in cor,ijunction wltb tl1~explration oftlicCom~ny u:malnihggvaranty 
cus,lbmcr't" contract, the Compnny stopped ~rovtdillf tlie:se services. WJ1cn l!,xcluding Iha gilruun1. 
coUcclion costs. othec cxpcoscs were SI 21 .6 mi111on, 111.9 miUlon. nnd Sl.03.8 m111io11 in 2017. 20-1 • 
and 201 S, r.:s~tively. Year over year in<U-es wer:c the r.esulc ofincrw&e$ in o~rnting qxpensclS du.e 
t() Gffil!Nct, addltlonal cosis to $µpport Ibo lnl!(l:aS!; in p.tfnmen1 pl&q$ aild C31)1pus comnit(qe>UGtlv~, and 
incrcatl:S In opcracingcxpcn$~ Qt 1\L';fn10,su/pon·thc L JtCOlh. Ncb~ka nciwo1·k Cit.Pans-ion. In a tlon, 
during'2017 the Company rctogni2¢ n S3. miUloit gobdwiU lmplilrmcnl cb.11rgc J'Clntcd to P~letsM'f; 
the Company's conegc plannins1 dlgl181 marketing, and content solurlons.subsidiruy· tbsr was sold m 

Other expenses 121,619 I IS,419 123,014 December 2017. 

Total orcrating expenses 49.5,729 441,515 469,217 

Income before incon,c taxes 226,684 398,814 420,644 

Eftective lax rate: 2017 - 27.25%. 2016 - 35.50%, 2015 - 36.25%. Due to the Tax Cuts and Johs Acl, 
signed into law on O~cember 22, 2017, Lhc Company rc-mca.~urcd its oet defe1Ted lax liabilities resultini: 
in a decrease lo income lax expense of$ I 9.3 milli,m. The ComJ>any expects its future effective tax rate. 
hcginning in 2018, will range l>etween 23 to 24 percenl versus a hi,to(ical cffcelivc tax rate that ta11ged 

lncome tax expense 64,863 J41,JI3 152,380 between .~5 Lo ~& pcrcet1t. 

Net income 161,821 257,501 268,264 

Ncl loss (i11eome) 
•tttibutablc Lu 
noncootrolling 
interests 11,345 (750) (285) In 2017, rq>rescnts primarily the net loss ofGreatNel attributal>le to Great Lakes. 

Net income aurihutahle to 
Neh1et, Inc. $ 173,166 256,751 267,979 
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Additional infounation: 

Net incoB,e auribull!blc Lo NclncL, 
Inc. 

Derivative market value antl 
foreign currency trantsactlon 
a<ljuxtmcnts, net 

Net tax cJTccl 

Net income attributable lo Ncl net, 
Inc., excluding derivative 
JOarkct v.l::l.luc ;m(l forci,~n 
cun\:n.cy tr.tnsaclion 

f, 173,166 

19,221 

(7,.~04) 

adjustments $ 185,083 

256,751 

(71,744) 

27,263 

212,270 

See "Ove,view - (iAAP Net Income ancl Non-GA AP Net Income, Excluding Adjustments" above foe 
267,979 addi1ional i11fonnaLio11 :thm1t non-GAAP net income, excluding de,ivative u,arkeL value and foreign 

cun'c11cy .iuUU$tmcnts. 

(28,651) 

10,887 

250,215 

The following table summarizes the components of "net interest income" and "deri.vative settlements, net." 

Derivative settlements represent the cash paidorreceived during the current period to settle with derivative instrumentcounterpa1tics 
the economic effect of the Company's derivative instmrnents based on their contractual terms. Derivative accounting requires that 
net settlements with respect to derivatives that do not qualify for "hedge treatment" under GAAP be recorded in a separate income 
statement line item below net interest income. The Company maintains an overall risk management strategy that incorporates th.e 
use of derivative instruments to reduce the economic effect of interest rate volatility. As such, management believes derivative 
settlements for each applicable period should be evaluated with the Company's net interest income as presented in the table below. 
Net interest income (net of settlements on derivatives) is a non GAAP financial measure, and the Company rcpor1s this non-GAAP 
info1mation because the Company believes that it provides additional infonnation regarding operational and performance indicators 
that are closely assessed hy management. There is no comprehensive, authoritative guidance for the presentation of such non
GAAP infonnation, which is only meant to supplement GAAP results by providing additional information that management utilizes 
to assess perfonnancc. See note 6 of the notes to consolidated financial statements included in this report for additional information 
on the Company's derivative instruments, including the net settlement activity recognized by the Company for each type of derivative 
for the periods presented in the table under the caption "Tncome Statement" in note 6 and in the table below. 

Year ended December 31, 

2017 2016 2015 Additional information 
Reptesenl~ the yield the Company receives on its loan portfolio less the co~t of funding 
these loans. Variable Joan spl'ead is also impacted by the amorlization/accretion of 

Variable loan inlerest margin 
loan pi'cmiums and <liscow1ts and the 1.05% p er year consolidatio11 loa11 rebate foe 

$ 189,594 199,215 222,676 paid tn the Departmcr1t. Sec AGM opcraling segment - results of operations. 

Setllerntmts on associated focludes ,tlle net scttJ.cmcnts prud/received related to the Company's I :3 basts swaps 
derivative~ (9,390) (3,392) (197) and oross-cun:eocy interest rate swnp. 

Variable loan interest ma1gin, 
net of settlements on 
derivatives l!l0,204 195,823 222,479 

The Company bas a porlfolio of student loans that are earning interest at a fixed 
borrower rate which exceeds the statUJOrily defined variable lender rates, generating 
fixed ratc.:lloor income. See Item 7A, 11<i;!llau1itative ond Qualllative Disclosures Ai>out 

Fixed rate floor income 106,434 169,979 207,787 Market Risk - Interest Raw Risk" fur additional information. 

Settlements on associated T11cl11des lhc ncl sctllcmcnt~ paid/received related to the Company's flour income 
derivatives 10,83K (17,643) (23,041) interest rate swaps. 

Fixed rate floor income, net of 
settlements on derivatives 117,272 152,336 184,746 

Investment interest 12,695 9,466 7,851 

Inl:ludes interest expense.on the Illnior SubQ~dfnatcd HybridSccurlrics an!( wu.ecurcd 
line of orcdit.. Duri11;1hc first quartet <!f2017, the Ck1111!,\u1y ro::purubu:su<l S29. 7 million 
ofits Hybaii:I Securities In adliit!on, the weiglir~ average balance ou1slllndl1)g und.cr 
the Company's-unsecured line CYf' credit wa:s lower during 2017 as competed to 2016. 
These t'a·ctoffi result&! i11 less co!l)'oratedcbt interest expense in 2017 as compilred to 

Corporate debt interest expense (3,485) (6,096) (6,415) 2016. 

l'\on-portfolio related derivative 
settlements (781) (915) (1,012) Includes the net settlements paid/received related to lhcCompany's hybrid deht hedges. 

Net interest income (net of 
settlements on derivatives) $ 305,905 350,614 407,649 
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Tbe following table summarizes the components of"other income." 

Year ended December 31, 

2017 2016 2015 

lnvesonent advisory fees (a) $ 12,723 6,129 4,302 

Peterson's revenue (b) 12,572 14,254 19,632 

.Bmuawer late me inc®il:J.e II ~ 12,@&S 14.693 

Realized and W1realized gains on investments classified as available-
for-sale and trading, net 2,514 2,773 143 

Other (c) 13,413 17,935 8,492 

Other income $ 52,826 53,929 47,262 

(a) The Company provides investment advisory services through WRCM under va1ious arrangements and earns annual fees of 
25 basis points on the outstanding balance of investments and up to 50 percent of the gains from the sale of securities or 
securities being called prior to the full contractual maturity for which it provides advisory services. As of December 31, 2017, 
the outstanding balance of investments subject to these arrangements was $874.3 million. 

(b) The year over year decrease in revenue was due to the loss of rights to a certain publication. On December 31, 2017, the 
Company sold Peterson's. 

(c) The operating results for the year ended December 31, 2016 include a gain of approximately $3.0 million related to the 
Company's sale of Spark.room. LLC in February 2016. 
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LOAN SYSTEMS AND SERVICING OPE RATCNG SEGMENT - RESULTS OF OPERATIONS 

Student Loan Servicing Volumes (dollars in millions) 

• Government Servicing • Private 5eNICi"1 

$193,162 $194,822 

$225,000 

$210,000 

$195,000 

$180,000 

$ 165,000 

$150,000 

$135,000 

$120,000 

$105,000 

$182 230 $183,635 
$176,437 ' 

$90,000 

$75,000 

$60,000 

$45,000 

$30,000 

$15,000 

$-

1111 FfELP Ser~cil"4J 

$207,818 $211,414 

Oec 31, 13 Dec 31, 14 Oec 31, 15 Mar 31, 16 Jun 30, 16 Sep 30, 16 Dec 31, 16 Mar 31, 17 Jun 30, 17 Sep 30, 17 Dec 31, 17 

C(llllpany 
owned 

%of total 

$21,397 

1.5.5% 

Number of servicing borrowers: 

Government 
servicing S,305,498 

FFELP 
servicing 1,462,122 

Private 
education 
and 
consumer 
loan 
servioing 19$,580 

Tollll: 6,963,200 

Number of 
r<:a,otc 
hosted 
borrowers 1,915,203 

$19,742 

12.2% 

5,9 15,449 

1,397,295 

202,529 

7,515,273 

1,611,654 

S!&,886 

10.7% 

S,842,163 

1,335,538 

24S,737 

7,423,438 

1,755,341 

SI&,433 

[0.1% 

5,78(,,545 

1,298,407 

250,666 

7,335,61R 

l,796,783 

$18,079 

9.8% 

5,726,828 

l,296,l98 

267,073 

7,290,099 

1,842,961 
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$11,429 

9.0% 

6.009.4~ 

1,357,412 

292,989 

7,659,834 

2,103,9&9 

$16,962 

R.7% 

5,972,619 

1,312,192 

355,096 

7,639,907 

2,230,019 

$16,352 

8.2% 

5,92'1,099 

1,263,785 

389,010 

7,576,894 

2,305,'191 

$15,789 

7.9% 

5,849,283 

1,218,706 

454,182 

7,522,171 

2,317,151 

$18,403 

8.9% 

5,906,404 

1,3 17,552 

478,U'O 

7,702,106 

2,714,588 

$17,827 

8.4% 

S,8'1?,414 

1,420,311 

502,114 

7,799,839 

2,812,713 



Summa,y and Comparison of Operating Results 

Year ended J)cccmbcr 3.1, 

2017 2016 2015 Additional information 

Net interest income $ 510 Lil 49 

Loan systems and servicing revenue 223,000 214,846 239,858 See table below for additional analysis. 

Represents revenue earned by th<: LSS operating segment as a result of se1vicing 
loans for the AGM operating segment. nec,.ease was due to a decrease in loans 
se1viced fo,. the AOM segment during the comparable pe1io<ls due to portfolio 
run-off. In August 2017, the AGM operating segment converted $3.J billion of 
loans frooo a third-party servicer to the LSS operatine, segment's servicing 
platform, which partially offset the decrease in revenue in 2017 compared to 

Jnten;egment servicing revenue 41,674 45,381 50,354 2016. 

Total other income 264,674 260,227 290,212 

Increase in 2017 compared to 2016 due to comract programming related 10 
GreatNet and an increase in personnel to support the increase in volume ofloaos 
serviced for the government entering repayment Slalus and the increase in private 
education and conswuer loan seivicing volume. Decrease in 2016 compared to 
2015 due primarily to a decrease io _Personnel as a result of the loss of guaranty 
servicing and colleclion clients discussed below and improved opcmtioanl 
efficiencies, partially offaet by additional personnel to support the iocrease in 
volume ofloaos serviced for the goveroment entering repayment slat us illld the 

Salaries and benefits 156,256 132,072 134,615 increase i,t private education !llld consumer loan Nerviciug volume. 

Depreciation and amortization 2,864 1,980 1,931 Increase in 2017 compared to 2016 due to infrastructure spend for GreatNct. 

Yearover yeat decreases were due primarily to the elimination ofl'FELI' guaranty 
collection costs dil'ectly ,·elated to the lossof ffl::LP guaranty collection revenue. 
There were no collection costs in 2017, and $3.5 million and $19.2 million in 
2016 and 2015, respectively. Excluding collection costs, other expenses were 
$39.1 million, $37.2 millioo, and $38.6 million in 2017, 2016, and 2015, 
l'espectively. Increase in these amounts from 2016 to 2017 due to an increase in 
operaling expense~ rela1cd to GrcatNcl. Sec additional infonnation helow 

Other expenses 39,126 40,715 57,799 regarding the decrease in FFF.LP guaranty collection revenue. 

Intersegmcn1 expenses rcprcsentcosis for certain corporate activities and services 

31,871 24,204 29,706 
that arc alloc;iccd to each opera.ting segment bll.8ed on esanw.tcd use of such 

llltersegment expenses, net activities and services. 

Total operating expenses 230,117 198,971 224,071 

Income before income taxes 35,067 61,367 66,190 

Income tax expense (18,128) (23,319) (25,153) 
Retlects income tax expense based on 38% of income hefore taxe8 and the oet 
loss attributable to noncontrolling iateresl. 

Net income 16,939 38,048 41,037 

Represents 50 percent of the net loss of Great Net thal is attributable lo Great 

Net loss attributahle to 
Lakes. See nole 3 ("Summary of Significant Accounting Policies and Practices 
- Noocontrolling Interests") of the notes to consolidated financial statements 

noncontrolling interest 12,640 20 included in this report. 

Net income attributable to Nelnet, 
Inc. $ 29,579 38,048 41,057 

Decrease in margin in 2017 compared to 2016 due lo increases in sala1ics and 
benefits and olher operating expen8es as described above (including costs 
i11eurrcd related to GreatNet) and the loss of the guaranty husiness which had 

Before tax operating margin 13.2% 23.6% 22.8% higher margin than the remaining segment services. 
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Loan svstems and servicing revenue 

Yurended December 31, 

Government servicing 

FFELP servicing 

Private education and consumer loan 
servicing 

FFELP guaranty servicing 

FFELP guaranty collection 

Software services 

Other 

Loan systems and servicing revenue 

2017 

$ 155,829 

15,542 

28,060 

17,782 

5,787 

$ 223,000 

2016 

151,728 

15,948 

15,600 

2,349 

7,211 

18,132 

3,878 

214,846 

2015 

133,189 

14,248 

Additional information 

Year over year increases were due to an increase in application volume for the TPD 
program, which the Company <.:xclusivcly administers foe the Department, the transfer 
ofbomiwets from a NFP se,vicer who exited the loan servicing husiness in Augus1 
2016, and the shift in the pot1folio of loaus serviced to a greater portion of loans iu 
higher paying l'epaymcnt statuses. 

Decrease in 2017 compared to 20 I 6 due to conver,;ion rewnue recognized during the 
third qullrlerof2016. lncrease in 2016 comrared to 201 S due 10 an increase in third
party s ... -rv,cing volume as a result of conversions to the Company's servicing platfo,m. 
Over time, FFf.LP servicing revenue wi Jl decrease as third-party customers' FFELP 
portfolios run off. 

12,040 .lncreasc due to growth in private loan se1vicing volume li:om existing and new clients. 

9,318 

47,597 

19,492 

3,974 

239,858 
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The Company's guaranty servicing revenue was earned from two guaranty servicing 
clients. A contract with one clien1 expired on October 31, 2015, and was oot 
renewed. Guaranty servicing revenue from this custome,·was $4.9 million in2015. The 
remaining guaranty servicing client exited the FFELP guaranty business at the end of 
their contract term on June 30, 2016. Oullrllnty servicing revenue from t!tis cu.stomcr 
was $2.3 million and 54.4 million in 2016 aud2Ul5, respectively. Effec'tlve June JO, 
2016, the Company has no remaining guaranty servicins revenue. 

The Company's guaranty collection revenue was earned frotn two guaranty collection 
clients. Aconttact with one client expired on Ocrobcr 31, 2015, and was not rcocwcd. 
Guaninly collection revenue from this custome.l' wa~ $32.5 million in 2015. The 
,·emaining guaranty collection client exited 1he rt'ELP guaranty business at the end of 
their contract te1m on June 30, 2016. Guaranty colkc1io1t revenue from 1his customer 
was $7.2 million and $15.1 million in 2016 and 2015, respectively. TI,e Company 
incurTed collection costs that were dircclly related to guar~nty collectlon revenue. 
Effective June 30, 2016, the Company has no remaining guaranty collection revenue. 

The majority of software services revenue relates to providing hosted student loan 
se.rvlcing. The year over yi:ar dOCrelll;~S were due to a deorense in reveouc ll'om other 
software service products, pnttiaJI y offset by an increase in 1he number of remote hosted 
borrowers. 

The majority of this revenue relates to providing contact centel' outsourcing activiries. 



TUITION .P.AYMKNT PROCF.SSING ANO CAMPUS COMMERCE OPERATING SEGMENT - RESULTS 01'' 
OPERATIONS 

This segment of the Company's business is subject to seasonal fluctuations which cmTcspond, or are related to, lite traditional 
school year. Tuition management revenue is recognized over the course of the academic te1111, hut the peak operational activities 
take place in summer and early fall. Higher amounts of revenue are typically recognized during the fir.st qua1ter due to fees related 
to grant and aid applications as well as online applications and enrollment services. The Company's operating expenses do not 
follow the seasonality of the revenues. This is primarily due lo generally fixed year-round personnel costs and seasonal marketing 
costs. Ilascd on the timing of revenue recobrnition and when expenses are incurred, revenue and pre-tax operating margin arc 
higher in the fir.st quarter as compared to the remainder of the year. 

Summa,y and Comparison of Operating Results 

Net interest income 

Tuition payment processing, school information, 
and campus commerce revenue 

Other income ( e"pem;e) 

Total other income 

Salaries and benefit~ 

Depreciation and amortization 

Other expenses 

lntersegrnent expenses, net 

Total operating expenses 

Income before income taxes 

Income tax expense 

Net income 

Before tax operating margin 

Year ended December 31, 

2017 2016 2015 
$ 17 9 3 

145,751 132,730 120,365 

(925) 

145,751 132,730 119,440 

69,500 62,329 55,523 

9,424 10,595 8,992 

19,138 18,486 15,161 

9,079 6,615 8,617 

107,141 98,025 88,293 

38,627 34,714 31,150 

(14,678) (13,191) (11,838) 

$ 23,949 21,523 19,312 

26.5% 26.2% 26.1% 
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Additional information 

Year over year increases were due to an increase in 
the number of managed tuition payment plans, 
campus commerce customer tran3actions and 
payments volume, and new school customers. 

Amowitrepresents tbe remeasurement of contingent 
consideration \o fair value related to the acquisition 
ofRenWeh. 

Year over year increases were due to additional 
personnel to support the increase in payment plans 
and campus commerce activity and continued 
investments in and enhancements of existing 
payment plan and campus commerce system.~ and 
products and new payment product.~ and services. 

Amortization of intangible assets for 2017, 2016, and 
2015 related to business acquisitions was $8.5 
million, $9.2 million, and $8.9 million, respectively. 

Y car over year increases were due to additional costs 
to support the increase in payment plans and campus 
commerce activity and continued inveslmenL~ in and 
enhancements of existing payment plan and campus 
commerce systems and products and new payment 
products and services. 

Intersegment expenses represent costs for certain 
corporate activities and services that are allocated to 
each operating segment based on estimated use of 
such activities and services. 



COMMUNfCATJONS OPERATlNG SEGMENT - RESULTS OF OPERATIONS 

The Company acquired ALLO on December 31, 2015, and began operations in the Communications segment dkctivc January 
I, 2016. The fair value of ALLO's assets acquired and liabilities assumed are included in the Company's consolidated balance 
sheet as ofDecember 31, 2015. However, no operating results ofALLO are included in the Company's consolidated income 
statement for the year ended December 31, 2015. Sec note 8 of the notes to consolidated financial statements included in this report 
for ad<liticmal information related to the acquisition of ALLO. 

Summary and Comparison of Operating Results 

Net intetest income (expense) 

Communications revenue 

Salaries and benefits 

Depreciation and amo1tization 

Cost to provide conununications 
services 

Other expenses 

lntcrscgmcnt expenses, net 

Total operating el<penses 

Loss hefore income taxes 

Income tax benefit 

Net loss 

Additional Information: 

Net loss 

Net interest expense 

Income tax benefit 

Depreciation and amortization 

Earnings (los:.) before interest, 
income taxes, depreciation, 
and amortization (El:IITDA) 

Vear cndc,I Occcmbe1· 31, 

$ 

$ 

$ 

$ 

2017 

(5,424) 

25,700 

14,947 

11,835 

9,950 

8,074 

2,101 

46,907 

(26,631) 

10,120 

(16,511) 

(16,511) 

5,424 

(10,120) 

11,835 

(9,372) 

2016 

(1,270) 

17,659 

7,649 

6,060 

6,866 

4,370 

958 

25,903 

(9,514) 

3,615 

(5,899) 

(5,899) 

1,270 

(3,615) 

6,060 

Additional information 

J\LLO had a line of credit with Nelnet, Inc. (parentcompa11y). The interest expense incurred 
by ALLO and related interest income earned by Nelnet, lne. was eliminated for the 
Company's consolidated financial statements. The average outstanding balance on this line 
or credit during 2017 and 2016 was $116.4 million and $30.1 million, respectively. The 
proceeds from deht were u.,ed by A T.f.O for network capital expendin1res and related 
expenses. 

Conunwiications revenue is derived primarily froTJl the sale of pure fiber optic services to 
residential and business customers in N cbraska, including internet, television, and telephone 
services. Year over year increases were primarily due to additional residential households 
scnied. See additional financial and operating data for ALLO in the tables below. 

Since the acquisition ofALLO on December 3J,2015, there has been a sign.ificaat Lo.crease 
in personnel to support the Lincoln, Nebnaska network expansion. As ofDecember 31, 2015, 
2016, and 2017, ALLO had 97, 318, and 508 employees, respectively, including parl-li1ue 
employees. A LT ,0 aho uses temporary employees i 11 the nonnal course of business. Certain 
costs qualify for capitalization ax ALLO builds its netwoxk. 

Depr.eciation retlects the al location of the cos ts of ALL O's property and equipment over the 
period io,which such assets ru:e used. Since the acquisition of A LLO.on December 31, 20 IS, 
there ha:; been a significant amount of property and equipment purchases to support the 
Lincoln, Nebraska network expansion. The gi-oss property and equipment balances related 
to this segmcC1tasofDecember3 I, 2015, 2016, and 2017 were $32.5 million $71.3 million 
and $186.4 million, respectively. Amortization reflects the allocation of costs related to 
intangible assets recorded at fair value as of the date the Company acquired ALLO over 
their estimated useful lives. 

Cost of setvices and products primarily associated with television programming costs. 

Other operating ex-penses includ.c selling, general, and administrative exp~n~es necessary 
for operations, such as aovc11ti$ing. occupancy, professional se,vices, con$truction matefiills, 
personal prop~i:t>' taxes, aod provi~ioo for losses on accounts receivable. "tear ove:r year 
1ucre{ISeS \Vere due to expansion of.the Lincoln, Nebraska network and number Of households 
served. 

lntersegment expenses represent costs for certain corporate activities and services that are 
allocated to each operating segment based on estimated use of such activities and services. 

The Company anticipates this operating segment will he dilutive to consolidated earnings 
as it continues to build its network in Lincoln, Nebraska and other communities, due to large 
upfront capital expenditures and a:.sociated depreciation and upfront customer acquisition 
costs. 

(2,184) For additional information regarding this non-GAAP measure, see the table below. 
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Certain financial and operating dat.a for AJ J ,0 is summarized in the tables below. 

Year ended December :n, 
2017 2016 

Residential revenue $ 17,705 10,480 

Business revenue 7,735 6,362 

Other revenue 260 817 

Total revenue $ 25,700 17 659 

Net (loss) income $ (16,511) (5,899) 

EBITDA(a) (9,372) (2,184) 

Capital expenditures 115,102 38,817 

Revenue contribution: 

Internet 45.8% 38.8% 

Television 30.7 32.1 

Telephone 21.5 26.5 

Other 2.0 2.6 

100.0% 100.0% 

As uf Asof As of Asof Asof Asof As of Asof Asof 
December .H, September 30, June 30, March 31, Ucccmber 31, September 30, .lune 30, March 31, Oeecmhcr 31, 

2017 2017 2017 2017 2016 2016 2016 2016 2015 

Residential 
customer 
infom1ation: 

Household., 
7,600 setved 20,428 16,394 12,460 10,524 9,&14 8,74S 8,314 7,909 

Households 
21,274 21,274 passed (b) 71,426 54,815 45,880 34,925 30,962 22,977 22,977 

Total 
households in 
current 
markets 137,500 137,500 137,500 137.,500 137,500 137,500 137,500 137,500 28,874 

Total 
houscllolds in 
current 
markets and 
new markets 
announced (c} 152,626 137,500 137,500 137,500 137,500 137,500 137,500 137,500 137,500 

(a) Earnings (loss) before interest, income taxes, depreciation, and amortization ("EBITDA") is a supplemental non-GAAP 
performance measure that is frequently used in capital-intensive industries such as telecommunications. ALLO's management 
uses EB1TDA to compare ALLO's perfonnance to that of its competitors and to eliminate ce11ain non-cash and non-operating 
items in order to consistently meastu·c pcrfo1mance from period to period. EBITDA excludes interest and income taxes because 
these items are associated with a company's particular capitalization and tax stmctures. EBITDA also excludes depreciation 
and amortization expense because these non-cash expenses primarily retlect the impact of historical capital investments, as 
opposed to the cash impacts of capital expenditures made in recent periods, which may be evaluated through cash flow measures. 
The Company reports EBITDA for ALLO because the Company believes that it provides useful additional information for 
investors regarding a key metlie used by management to assess ALLO's pcrfonnance. There are limitations to using EBITDA 
as a performance measure, including the difficulty associated with comparing companies that use similar pciformanee measures 
whose calculations may differ from ALLO's calculations. In addition, EBITDA should not he considered a substitute for other 
measures of financial performance, such as net income or any other perfom1ance measures derived in accordance with GAAP. 
A reconciliation of EBTTDA from net income (loss) under GAAP is presented under "Summruy and Comparison of Operating 
Results" in the table above. 

(b) Represents the number of single residence homes, apa11mcnts, an<l condominiums that ALLO already serves and those in which 
ALLO has the capacity to connect to its network distribution system without further material extensions to the transmission 
lines, but have not been connected. 

(c) ln November 2015, ALLO announced plans to expand its network to make services available to substantially all commercial 
and residential premises in Lincoln, Nebraska. During the fourth quarter of2017, ALLO announced plans to expand its network 
to make services available in Hastings, Nebraska and Fort Morgan, Colorado. AU ,0 plans to expand to additional communities 
in Nebraska and Colorado over the next several years. 
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ASSET GENERATION AND MANAGEMENT OPERATING SEGM ENT - RESULTS OF OPER ATIONS 

Loan Por~f1J/io 

As of Deccmhcr 31, 2017, the Company had a $21.8 billion loan pm1folio, consisting primarily of federally insured loans, that 
management anticipates will amortize over the next approximately 20 years and has a weightt:d average remaining life of 7.5 
years. For a summary of the Company's loan portfolio as of December 31, 2017 and 2016, sec note 4 of the notes to consolidated 
financial statements included in this report. 

Loan Activity 

The following table sels forth the activity of loans: 

Beginning balance 

Loan acquisitions: 

Federally insured student loans 

Private education loans 

Consumer loans 

Total loan acquisitions 

Repayments, claims, capitalized interest, and other 

Consolidation loans lost to external parties 

Loans sold 

Ending balance 

Allowance for Loan Losses and Loan Delillquencies 

$ 

$ 

Year ended December 31, 

2017 2016 2015 

25,103,643 28,555,749 28,223,908 

254,740 295,443 3,862,388 

3,785 60,667 173,945 

71,726 

330,251 356,110 4,036,333 

(2,257,450) (2,520,835) (2,466,378) 

(1,127,364) (1,242,621) (1,234,118) 

(53,203) (44,760) (3,996) 

21,995,877 25,103,643 28,555,749 

The Company maintains an allowance that management believes is appropriate to absorb losses, net of recoveries, inherent in the 
portfolio of loans, which results in periodic expense provisions for loan losses. Delinquencies have the potential to adversely 
impact the Company's earnings through increased servicing and collection costs and account charge-offs. 

For a swnmary of the activity in the allowance for loan losses for 2017, 2016, and 2015, and a swnmary of the Company's Loan 
delinquency amowtts as of December 31, 2017, 2016, and 2015, sec note 4 of the notes to consolidated financial statements 
included in this report. 

Provision for Loan losses for federally insured Loans was $13.0 million, $l4.0 million, and $8.0 million in 2017, 2016, and 2015, 
respectively. During the third quarter of 2017, the Company delcrmincd an additional allowance was necessary related to a $1.6 
billion (principal balance as of September 30, 2017) portfolio of federally insured loans that were purchased in 2014 and 2015, 
and recognized $5.0 million (pre-tax) in provision expense related to these Loans. 

During the third quarter of20 16, the Company detem1ined an additional allowance was necessary related to a $1 .2 billion (principal 
balance as of September 30, 2016) portfolio of federally insured rehabilitation loans that were purchased in 2012 and 2013, and 
recognized $5.0 million (pre-tax) in provision expense related to these loans. 

For loans purchased where there is evidence of credit deterioration since the origination of the loan, the Company records a credit 
discount, separate from the allowance for loan losses, which is non-accretable to ioterest income. Remaining discounts and 
premiums for purchased Loans are recognized in interest income over the remaining estimated lives of the loans. The Company 
continues to evaluate credit losses associated with purchased loans based on cunent information and changes in expectations to 
detem1ine the need for any additional allowance for loan losses. 

The Company recorded a negative provision for private education loan losses in 2017 and 2016 due to better than expected credit 
peiformance. In 2015, the Company recorded a provision fur loan losses for private education loans of$2.2 million as a result of 
purchasing $173.9 million ofloans during the period. 

ln 2017, the Company began to purchase consumer loans and recorded a provision for loan losses related to these loans of$3.5 
million. 
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Loan Spread Analysis 

The following table analyzes the loan spread on the Company's portfolio ofloans, which represents the spread between the yield 
earned on loan assets and the costs of the liabilities and derivative instruments used to fond the assets. The spread amounts included 
in the following table are calculated by using the notional dollar values found in the table under the caption "Net interest income, 
net of settlements on derivatives" below, divided by the average balance of student loans or debt outstanding. 

Variable loan yield, gross 
Consolidation rebate fees 
DiscOlmt accretion, net of premium and deferred origination costs 

amortization (a) 
Variable loan yield, net 

Loan cost of funds - interest expense (b) 
Loan cost of funds - derivative settlements (c) (d) 

Variable loan spread 
Fixed rate tloor income, gross 
Fixed rate floor income - derivative settlements (c) (e) 
liixed rate floor income, net of settlements on derivatives 

Core loan spread 

Average balance of loans 
Average balance of debt outstanding 

$ 

Year ended December 31, 

2017 2016 2015 

3.53% 2.90% 2.59% 
(0.84) (0.83) (0.83) 

0.07 0.06 0.05 

2.76 2.13 1.81 

(1.99) (1.41) (1.02) 

(0.04) (0.01) 

0.73 0.71 0.79 

0.45 0.63 0.72 
0.05 (0.06) (0.08) 
0.50 0.57 0.64 
l.23% 1.28% 1.43% 

23,560,412 26,863,526 28,647,108 

23,250,268 26,729,196 28,687,086 

(a) In the third quarter of 2016, the Company revised its policy to conect for an error in its method of applying the interest 
method used to amortize premiums and accrete discounts on its student loan portfolio. Under the Company's revised 
policy, as of September 30, 20l6, the constant prepayment rate used by the Company to amortize/acerete student loan 
premiwns/discounts was decreased. During the third quarter of 2016, the Company recorded an adjustment to reflect 
the net impact on prior periods for the corrcelion of this error that resulted in an $8.2 million reduction to the Company's 
net loan discoW1t balance and a corresponding increase in interest jncome. The impact of this adjustment was excluded 
from the above table. 

(b) 1n the fourth quarter of 2016, the Company redeemed certain debt securities prior to their legal maturity and recognized 
$7.4 million in interest expense to write off the remaining debt discount associated with these bonds. The impact of this 
expense was excluded from the above table. 

(c) Derivative settlements represent the cash paid or received during the current period to settle with derivative instrument 
counterparties the economic effect of the Company's derivative instruments based on their contractual terms. Derivative 
accounting requires that net settlements with respect to derivatives that do not qualify for "hedge treatment" under GAAP 
be recorded in a separate income statement line item below net interest income. The Company maintains an overall risk 
management strategy that incorporates the use of derivative inst1uments to reduce the economic effect of interest rate 
volatility. As such, management believes derivative settlements for each applicable period should be evaluated with the 
Company's net interest income (loan spread) as presented in this table. The Company reports this non-GA AP infonnation 
because it believes that it provides additional information regarding operational and perfom1ance indicators that arc 
closely assessed by management. There is no comprehensive, authoritative guidance for the presentation of such non
GAAP information, which is only meant to supplement GAAP results by providing additional information that 
management utilizes to assess petformance. See note 6 of the notes to consolidated financial statements included in this 
report for additional information on the Company's derivative instruments, including the net settlement activity 
recognized by the Company for each type of derivative for the periods presented in the table under the caption "Income 
Statement" in note 6 and in this table. 

(d) Derivative settlements include the net settlements paid/received related to the Company's 1:3 basis swaps and cross
currency interest rate swap. 

(e) Derivative settlements include the net settlements paid/received related to the Company's floor income interest rate 
swaps. 
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A trend analysis of the Company's core and variable loan spreads is swnmarized below. 
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(a) The interest earned on a Jarge po11ion of the Company's FFELP student loan assets is indexed to the one-month LIROR rate. 
The Company funds the majority of its assets with three-month LlBOR indexed tloating rate securities. The relationship 
between the indices in which the Company earns interest on its Joans and funds such loans has a significant impact on loan 
spread. This table (the right axis) shows the difference between the Company's liability base rate and the one-month LIBOR 
rate by quarter. See Item 7A, "Quantitative and Qualitative Disclosures About Market Risk - Interest Rate Risk," which 
provides additional detail on the Company's FFELP student loan assets and related funding for those assets. 

Variable loan spread increased in 2017 compared to 2016 due to a tightening in the basis between the asset and debt indices in 
which the Company earns interest on its loans and funds such loans (as reflected in the table above), partially offset by an increase 
in derivative settlements paid related to the Company's 1:3 basis swaps, and decreased in 2016 as compared to 201 5 due to a 
widening in the basis between the asset and debt indices in which the Company eams interest on its loans and funds such Joans 
( as reflected in the table above). 

The primaty difference between variable loan spread and core Joan spread is fixed rate floor income. A summary of fixed rate 
floor income and its contribution to core loan spread follows: 

Fixed rate floor income, gross 

Derivative settlements (a) 

Fixed rate floor income, net 

Fixed rate floor income connibution to spread, net 

$ 

$ 

Year ended December 31, 

2017 2016 

106,434 169,979 

10,838 (17,643) 

117,272 152,336 

0.50% 0.57% 

2015 

207,787 

(23,04l) 

184,746 

0.64% 

(a) Includes settlement payments on derivatives used to hedge student loans earning fixed rate floor income. 

The high levels of fixed rate floor income earned during2017, 2016, and 2015 were due to historically low interest rates. If interest 
rates remain low, the Company anticipates continuing lo earn significant fixed rate floor income in future periods. The year over 
year decrease in fixed rate floor income was due to an increase in interest rates. Sec Item 7 A, "Quantitative an<l Qualitative 
Disclosures About Market Risk - Interest Rate Risk," which provides additional detail on the Company's portfolio earning fixed 
rate tloor income and the derivatives used by the Company to hedge these loans. 
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Summwy and Comparison of Operating Results 

Year ended Decemhe1· 31, 

2017 2016 20J5 Additional information 

Net interest income after 
provision for loan losses $ 285,519 355,375 420,424 Sec table below for additional analysis. 

Other income 13,424 15,709 15,939 
The primary component o f other income is borrower late fees, which were$ I I .6 
million, $12.8 million. and$J4.7 million in 2017, 2016, and 2015, respectively. 

Historically, the Company Lias recorded gain;; from repurchasing its own asset-
backed debt securities at less than par. ln 2017, the Company paid a $2. 7 million 

(Losi;) gain on sale of loans 
premium, and recorded a loss, torcpurchasecertain asset-backed debt securities 
that had ahove market interest rates. The underlying collateral was refinanced 

and debt repurchases, net (1,567) 5,846 2,034 with a significantly lower cost of fonds. 

The Comr,any maintains nn overall risk management strategy that incorporates 
the use of derivative instrument$ 10 reduce the eco11omic etfect of interest rate 

(21,034) (23,238) 
volatility. DeriVlltive settlements for each applicable period should be evaluated 

Derivative settlements, net 1,448 with the Cornpa11y's net interest income as reflected in the table below. 

Includes (i) the realized and unrealized gains and losses that arc caused by 

Derivative market value;: and 
changes in fair values of derivative.~ which do not qualify for "hedge treatment" 
under GAAP; and (ii) the unrealized foreign currency transactiongai11s or losses 

foreign currency caused by the re-measurement of the Company's Euro-denominated bonds to 
transaction adjustments, net (19,357) 70,368 27,216 U.S. dollars. 

Total other income (6,052) 70,889 21,951 

Salaries and benefits 1,548 1,985 2,172 
Third party loan servicing fees decreased year over year due to runoff of the 
Company's student loan portfolio and a decrease in delinquent loans. The 
Company pays higher servicing fees on delinquent loans. In addition, third party 
loan servicing fees decreased in 2017 compared to 2016 due to transfers ofloans 
in August 2017 and June 2016 from third-party servicers to the LSS operating 

Loan se1vicing fees 22,734 25,750 30,213 
segment's servicing platform, partially offset by a payment of $2.8 million in 
conversion fees related to the August 2017 transfer of loans. 

Other expenses 3,900 6,005 5,083 

Amount includes fees paid to the LSS operating segmenl for the servicing of 
the Company's loan portfolio. These amounts exceed the actual cost of servicing 
the loans. Decrease due to a decrease in loans serviced by the LSS operating 
segment during the comparable periods due to portfolio runoff. 1n addition, 
intersegment expenses represent costs for certain corporate activities and 

50,899 
services that are al located to each operating segment based on estimated use of 

fntersegment expenses, net 42,830 46,494 such activities and services. 

Total operating expenses 71,012 80,234 88,367 
Total operating expenses were 30, 30, and 31 basis poinL~ or the average balance 
of student loans fo.r 2017, 2016, and 2015, respectively. 

Income before income 
taxes 208,455 346,030 354,008 

Income tax expense (79,213) (131,492) (134,522) 

Net income $ 129,242 214,538 219,486 

Additional infonnation: 

Net income $ 129,242 214,538 219,486 

Derivative market value 
and foreign currency 
transaction 
adjustmenti;, net 19,357 (70,368) (27,216) 

Net tax effect (7,356) 26,740 10,342 

Net income, excluding 
See "Overview - GAAP Net Income and Non-GAAP Net Income, Excluding 
Adjustments" above for additional information ubout non-GA AP net income, 

derivative market excluding derivative markel value and foreign currency adjustments. Net 
value and foreign income, excluding derivative market value and foreign cw·rcncy adjustments, 
currency transaction decreased year over year primarily due to a decrease in the Company's loa11 
adjustments $ 141,243 170,910 202,612 portfolio and a decrease in core loa11 spread. 
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Net interest income, net o{ seutement.1· on derivatives 

The following ta hie summarizes the components of"nel interest income after provision for loan losses" and "derivative settlements, 
net." 

Variable interest income, gross 

Consolidation rebate fees 

Discount accretion, a.et of 
premiwn and deferred 
origination costs amortization 

Variable interest income, net 

Interest on bonds and notes 
payable 

Derivative settlements, net (a) 

Variable loan interest margin, 
net of settlements on 
derivatives (a) 

Fixed rate floor income, gross 

Derivative settlements, net (a) 

foixed rate floor income, net 
Qf settlements on derivatives 

Core loan interest income (a) 

lnvei;tment interest 

Intcrcompany interest 

Provision for loan losses -
federally insured loans 

Negative provision (provision) 
for loan losses - private 
education loans 

Provision for loan losses -
consumer loans 

Net interest income after 
provision for loan losses 
(net of settlements on 
derivatives) (a) 

Year ended December 31, 

2017 2016 2015 

$ 833,318 

(199,108) 

17,087 

651,297 

(461,703) 

(9,390) 

180,204 

106,434 

10,838 

117,272 ---
297,476 

6,494 

(2,553) 

(13,000) 

2,000 

(3,450) 

$ 286,967 

780,314 

(223,911) 

24,900 

581,303 

(382,088) 

(3,392) 

195,823 

169,979 

(17,643) 

[52,336 

348,159 

3,507 

(3,825) 

(14,000) 

500 

334,341 

740,975 

(237,233) 

14,731 

518,473 

(295,797) 

(197) 

222,479 

207,787 

(23,041) 

184,746 

407,225 

1,939 

(1,828) 

(8,000) 

(2,150) 

397,186 

Additio11al Information 

Increase due to an increase in the gross yield earned on student loans, 
partially offset by a decrease in the average balance of student loans. 

Decrease due to a decrease in the average con~olidation loan balance. 

Net discount accretion i& due to the Con,pany's purchases of loans at a Ctet 
discount over the last several ycan;. In the third quaner of 2016, the 
Company revised its policy to conect for an error in its method of applying 
the interest method used to amortize premiums and acerete discounts on 
its loan portfolio. Under the Company's revised policy, as of Seplember 
30, 20 I 6, the constant prepayment rate used by the Company to amortize/ 
accrete loan premiums/discounts was decreased. During the third quarter 
of2016, the Company recorded an adjustment to reflect the net impact on 
prior periods for the correction of this error that re~ulted in an $8.2 million 
reduction to the Company's net loan discowu balance and a co1Tesponding 
increase in interest income. 

Increase due to an i n<1rease in cos1 of funds, partially oftset by a decrease 
in the average balance of debt O\llStanding. 

Derivative settlements include U1c net settlement~ paicVrcccived related 
to the Company's I :3 basis swaps and cross-cuITency interest rate swap. 

The high levels of fixed rate lloor income earned are due to historically 
low interest rates. l'ixcd rate floor income has decreased due to the rising 
inlerest rate envirorunent. 

Derivative settlements include the net settlements paid/received related 
to the Company's floor income interest rate swap&. 

Increase due lo a higher balance of interest-earning i11vcstmcnts and an 
increase in interest rates. 

See" Allowance for Loan Losses and Loan Delinquencie~" included above 
under "Asset Generation and Management Operating Segment - Resulls 
of Operations." 

(a) Derivative sell\ements represent the cash paid or received during the current period to seltle with derivative instrument cowitcrpartics the economic 
effect oflhe Company's derivative iustruments based on thcit' contractual tcnns. Derivative accounting requires that net settlements on derivatives that 
<lo not qualify for "hedge treatment" under GAAP be recorded in a separate income statement line item below net interest income. The Company 
muinlains an overall risk management strategy that incorporate~ the me of derivative instruments to reduce the economic effect of interest rate volatility. 
As such, management believes derivative settlements for each applicable period should be evalunled with the Company's net interest income as presented 
in this table. Core loan interest income and net interest income aflerprovision for loan losses (net of settlements on derivative.~) arc non-GA Al' financial 
measures, and the Company reports thi.~ non-GAAi' information because lhe Company believes that it provides additional infhrmalion regarding 
operational and performance indicators that are closely a~sessed by management. There is no comprehensive, authoritative guidance for the presentation 
of sucll 11on-GAAP information, which is only meant to supplement GAAP results by providi11g additional infonnalion lhal management utilizes to 
assess performance. Sec note 6 of the noles to consolidated financial statements included in tllis report for additional infom,alion on the Company's 
derivative instruments, including the nel settlement activity recognized by the Company for each type of derivative referTed to in the "Additional 
i11fonnation" column of this table, for the perio~ presented in U1e table under the captio11 "Income Statcmenl" in nole 6 and in this table. 
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LIQUIDITY AND CAPlTAL RESOURCES 

The Company's Loan Systems and Servicing and Tuition Payment Processing and Campus Commerce operating se1=,rments are 
non-capital intensive and both produce positive operating cash flows. As such, a minimal amount of debt and equity capital is 
allocated to these segments and any liquidity or capi tat needs are satisfied using cash flow from operations. Therefore, the Liquidity 
and Capital Resources discussion is concentrated <m the Company's liquidity and capital needs to meet existing debt obligations 
in the Asset Generation and Management operating segment and capital needs to expand ALLO's communications network in the 
Company's Communicalions operating segment. 

The Company may issue equity and debt securities in the future in order lo improve capital, increase liquidity, refinance upcoming 
maturities, or provide for general corporate purposes. Moreover, the Company may from time-to-time repurchase certain amollllts 
of its outst.anding secured and unsecured debt securities, including debt securities which the Company may issue in the future, for 
cash and/or through exchanges for other securities. Such repurchases or exchanges may be made in open market transactions, 
privately negotiated transactions, or otherwise. Any such repurchases or exchanges will depend on prevailing market conditions, 
the Company's liquidity requirements, contractual restrictions, compliance with securities laws, and other factors. The amounts 
involved in any such transactions may be material. 

The Company has historically utilized operating cash flow, secured financing transactions (which include warehouse facilities, 
asset-backed secmitizations, and liquidity programs offered by the Department), operating lines of credit, and other borrowing 
arrangements to fund its Asset Generation and Management operations and loan acquisitions. In addition, the Company has used 
operating cash flow, borrowings on its unsecured Ii ne of credit, and unsecured debt offerings to fund corporate activities, business 
acquisitions, repurchases of common stock, repurchases of its own debt, and expansion of ALLO's fiber network. The Company 
has also used its common stock to partially fund certain business acquisitions. 

Sources of Liquidity 

The Company has historically generated positive cash flow from operations. For the years ended December 31, 2017 and 2016, 
the Company's net cash provided by operating activities was $227.5 million and $325.3 million, respectively. 

As ofDcecmber 31, 2017, the Company had cash and cash equivalents of$66.8 million. The Company also had a pm1folio of 
available-for-sale investments, consisting primarily of student loan asset-backed securities, with a fair value of $80.9 million as 
of December 31, 2017. 

The Company also has a $350.0 million unsecured line of credit that matures on December 12, 2021. As of December 31, 2017, 
there was$ l 0.0 million outstanding on the unsecured line of credit and $340.0 million was available for future use. 

In addition, the Company has repurchased ce11ain of its own asset-backed securities (bonds and notes payable) in the secondary 
market. For accounting purposes, these notes are eliminated in consolidation and are not included in the Company's consolidated 
financial statements. However, these securities remain legally outstanding at the trust level and the Company could sell these 
notes to third parties or redeem the notes at par as cash is generated by the trust estate. Upon a sale of these notes to third parties, 
the Company would obtain cash proceeds equal to the market value of the notes on the date of such sale. As of December 31, 
2017, the Company holds $76. l million (par value) of its own asscl-backed securities. 

The Company intends to use its liquidity position to capitalize on market opportunities, including FFELP, private education, and 
consumer loan acquisitions; strategic acquisitions and investments; expansjon of ALLO's telecommunications network; and capital 
management initiatives, including stock repurchases, debt repurchases, and dividend distributions. The timing and size of these 
opportunities will vary and will have a direct impact on the Company's cash and investment balances. 

On February 7, 2018, the Company acquired 100 percent of the outstanding stock of Great Lakes for a purchase price of$150.0 
million in cash. The Company financed the acquisition with existing cash and by using its $350.0 million unsecured line of credit. 

Cash Flows 

During the year ended December 31, 2017, the Company generated $227.5 million from operating activities, compared to $325.3 
million for the same period in 2016. The decrease in cash provided by operating activities reflects the decrease in net income, 
changes in the adjustments to net income from deferred income taxes and payments from termination of derivative instrnments 
and the impact of changes in accrued interest receivable, accounts receivable, other assets, and accrued interest payable during 
the year ended December 31, 2017 as compared to the same period in 2016. These factors were pa11ially offset by an increase in 
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lhc adjustments to nel income for depreciation and amoriization, derivative market value adjustments, unrealized foreign currency 
transaction adjustments, and net proceeds received in 2017 from the Company's clearinghouse to settle variation margin. 

The primary items included in the statement of cash flows for investing activities are the purchase and repayment of loans. The 
primary items included in financing activities arc the proceeds from the issuance of and payments on bonds and notes payable 
used to fund loans. Cash provided by investing activities and cash used in financing activities for the year ended December 31, 
2017 was $3.3 billion and $3.5 hi Ilion, respectively, and for the year ended December 31, 2016 was $3.3 billion and $3.6 billion, 
respectively. Investing and financing activities arc forther addressed in the discussion that follows. 

Liquidity Needs and Sources of Liquidity Available to Satisfy Debt Obligations Secured by Loan Assets and Related 
Collateral 

The following table shows the Company's debt obligations outstanding that are secured by loan assets and related collateral: 

Bonds and notes issued in asset-backed securitizations 

FFELP warehouse facilities 

Bonds and Notes Issued in Asset-hacked Securitizati.om 

$ 

$ 

As of December 31, 2017 

Carrying 
amount 

21,290,238 

335,992 

21,626,230 

Final maturity 

8/25/21 - 2/25/66 

11/19/19 / 5/31/20 

The majority of the Company's portfolio of student Loans is funded in asset-backed securitizations that are strncturcd to substantially 
match the maturity of the funded assets, thereby minimizing liquidity risk. Cash generated from student loans funded in asset
backed sccuritizations provide the sources of liquidity to satisfy all obligations related to the outstanding bonds and notes issued 
in such sccuritizati.ons. In addition, due to (i) the differer.cc between the yield the Company receives on the loans and cost of 
financing within these transactions, and (ii) the servicing and administration fees the Company eams from these transactions, the 
Company has created a portfolio that wi II generate earnings and significant cash flow over the life of these transactions. 

As of December 3 l, 20 I 7, based on cash flow models developed to reflect management's current estimate of, among other factors, 
prepayments, defaults, deferment, forbearance, and interest rates, the Company cun-ently expects future undiscounted cash flows 
from its portfolio to be approximately $1.92 billion as detailed below. The $1.92 billion includes approximately $848.5 million 
(as of December 31, 2017) of overcollateralization included in the asset-backed sccuritizations. These excess net asset positions 
arc reflected variously in the following balances on the consolidated balance sheet: "loans receivable," "restricted cash," and 
"accrued interest receivable." 
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The forecasted cash flow presented below includes all loans funded in asset-backed securitizations as of December 31, 20J 7. As 
of December 31, 2017, the Company had $21.6 billion of loans included in asset-backed securitizations, which represented 98.1 
percent of its total loan poi1fol io. The forecasted cash flow does not include cash flows that the Company expects to receive related 
to Joans funded in its warehouse facilities as of December 31, 2017, p1ivate education and consumer loans funded with cash on 
the balance sheet, or loans acquired subseq ucnt to December 31, 20 l 7. 
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The Company uses various assumptions, including prepayments and future interest rates, when preparing its cash flow 
forecast. These assumptions are further discussed below. 

Prepayments: The plimary variable in establishing a life ofloan estimate is the level and timing of prepayments. Prepayment rates 
equal the amount of loans that prepay annually as a percentage of the beginning of period balance, net of scheduled principal 
payments. A number of factors can affect estimated prepayment rates, including the level of consolidation activity, borrower 
default rates, and utilization of debt management options such as income-based repayment, deferments, and forbearance. Should 
any of these factors change, management may revise its assumptions, which in turn would impact the projected future cash flow. 
The Company's cash flow forecast above asswnes prepayment rates that are generally consistent with those utilized in the 
Company's recent asset-backed securitization transactions. If management used a prepayment rate assumption two times greater 
than what was used to forecast the cash flow, the cash flow forecast would be reduced by approximately $225 million to $250 
million. 

lnterest rates: The Company funds a maJonty of its student loans with three-month LIBOR indexed floating rate 
securities. Meanwhile, the interest earned on the Company's student loan assets is indexed primarily to a one-month LIBOR 
rate. The different interest rate characteristics of the Company's loan assets and liabilities funding these assets result in basis 
risk. The Company's cash flow forecast assumes lhree-month LIBOR will exceed one-month LIBOR by 12 basis points for the 
life of the portfolio, which approximates the historical relationship between these indices. If the forecast is computed assuming 
a spread of 24 basis points between three-month and one-month LIBOR for the life of the portfolio, the cash flow forecast would 
be reduced by approximately $95 million to $ll5 million. 

The Company uses the current forward interest rate yield curve to forecast cash flows. A change in the forward interest rate curve 
would impact the future cash flows generated from the portfolio. The Company attempts to mitigate the impact of a rise in short
term rates and the different interest rate characteristics of the Company's student loan assets and liabilities funding these assets 
(basis risk) by using derivative instruments. The hedging impact of the Company's current derivative portfolio is not reflected in 
the forecasted cash flows presented above. See Item 7 A, "Quantitative and Qualitative Disclosures About Market Risk- Interest 
Rate Risk." 
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FFELP Warehouse Facilities 

The Company funds a portion of its FFELP loan acquisitions using its FFELP warehouse facilities. Student loan warehousing 
allows the Company to buy and manage student loans prior to transferring them into more permanent financing arrangements. As 
of December 3 I, 20 I 7, the Company had two FFELP warehouse facilities with an aggregate maximum financing amount available 
of$1.0 billion, of which $0.3 billion was outstanding and $0.7 billion was available for additional funding. One warehouse facility 
provides for fonnu la-based advance rates, depending on FFELP loan type, up to a maximum of the principal and interest of loans 
financed. The advance rates for collateral may increase or decrease based on market conditions. The oilier warehouse facility has 
static advance rates that requires initial equity for loan funding, but does not require increased equity based on market movements. 
As of December 31, 2017, the Company had $22.4 million advanced as equity support on these facilities. For further discussion 
of the Company's FFELP warehouse facilities outstanding at December 31, 2017, see note 5 of the notes to consolidated financial 
statements included in this report. 

Upon termination or expiration of the warehouse facilities, the Company would expect to access the securitization market, obtain 
replacement warehouse facilities, use operating cash, consider the sale of assets, or transfer collateral to satisfy any remaining 
obligations. 

Other Uses of Liquidity 

Effective July I, 20 I 0, no new loan originations can be made under the FFEL Program and all new federal loan originations must 
be made through the Federal Direct Loan Program. As a result, the Company no longer originates new FFELP loans, but continues 
to acquire FFELP loan portfolios from third parties and believes additional loan purchase opportunities exist, including private 
education and consumer loans. 

The Company plans to fund additional loan acquisitions using current cash and investments; using its Union Bank participation 
agreement (as described below); using its existing FFELP warehouse facilities (as described above); establishing new warehouse 
facilities; and continuing to access the asset-backed securities market. 

Union Bank Participation Agreement 

The Company maintains an agreement with Union Bank, a related party, as trustee for various grantor trusts, under which Union 
Bank has agreed to purchase from the Company participation interests in student loans. As of December 3 I, 2017, $552.6 million 
of loans were subject to outstanding pa.iticipation interests held by Union Bank, as trustee, under this agreement. The agreement 
automatically renews annually and is terminable by either party upon five business days' notice. This agreement provides 
beneficiaries of Union Bank's grantor trusts with access to investments in interests in student loans, while providing liquidity to 
the Company. The Company can participate loans to Union Bank to the extent of availability under the grantor trusts, up to $750.0 
million or an amount in excess of $750.0 million if mutually agreed to by both parties. Loans participated under this a1:,rreement 
have been accounted for by the Company as loan sales. Accordingly, the participation interests sold arc not included on the 
Company's consolidated balance sheets. 

Asset-backed Secul'ities Tt-ansaclions 

During 2017, the Company completed three asset-backed securitizations totaling $1.5 billion (par value). The proceeds from 
these transactions were used primarily to refinance student loans included in the Company's FFELP warehouse facilities. 

Depending on future market conditions, the Company currently anticipates continuing to access the asset-backed sccuritization 
market. Such asset-backed securitization transactions would be used to refinance student loans included in its warehouse facilities, 
loans purchased from third parties, and/or student loans in its existing asset-backed securitizations. 

Liquidity Impact Related to Hedging Activities 

The Company utilizes derivative instruments to manage interest rate sensitivity. By using derivative instruments, the Company is 
exposed to market risk which could impact its liquidity. Based on the derivative portfolio outstanding as of December 31, 2017, 
the Compa.i1y does not currently anticipate any movement in interest rates having a material impact on its capital or liquidity profile, 
nor does the Company expect that any movement in interest rates would have a material impact on its ability to meet potential 
collateral deposits with its countcrparties and/or variation margin payments with its third-party clearinghouse. However, if interest 
rates move materially and negatively impact the fair value of the Company's derivative portfolio or if the Company enters into 
additional derivatives for which the fair value becomes negative, the Company could be requil'cd to deposit additional co11ateral 
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with its derivalive instrumenl counterparties and/or pay additional variation margin to a th.ird-party clearinghouse. Derivative 
contracts executed through a clearinghouse require daily movement of variation margin to be exchanged based on the net fair 
value of the contracts. The collateral deposits or variation margin, if significant, could negatively impact the Company's liquidity 
and capital resources. In addition, clearing requirements require the Company to post amounts of liquid collateral when executing 
new derivative instrument'l, which could prevent or limit the Company from utilizing additional derivative instruments to manage 
interest rate sensitivity and risks. 

Liquidity Impact Related to the Communications Operating Segment 

ALLO has made significant investments in its communications network and currently provides fiber directly to homes and 
businesses in seven Nebraska communities. In 2016, ALLO began to expand its network to make its services available to 
substantially all commercial and residential premises in Lincoln, Nebraska, and currently plans to expand to additional communities 
in Nebraska and Colorado over the next several years. For the year ended December 31, 2017, ALLO's capital expenditures were 
$115.l million. The Company anticipates total ALLO network capital expenditures of approximately $75.0 million in 2018. 
However, this amount could change based on customer demand for ALLO's services. As of December 31, 2017, ALLO had a 
$270.0 million line of credit with Nelnet, Inc. (parent company) that A LLO used for its operating activities and capital expenditures. 
The outstanding amount owed by ALLO to Nelnet, Inc. and the related interest expense jncun-ed by A LLO and the interest income 
recognized by Nelnet, Inc. under this line of credit was eliminated in the Company's consolidated financial statements. On January 
I, 2018, ALLO received funds contributed by Nelnet, Inc. for a non-participating capital interest in ALLO that has a preferred 
retWTl. ALLO used the proceeds from this capital contribution to pay off all of the outstanding balance on its line of credit with 
Nelnet, Inc, including all accrued and unpaid interest on such line of credit. For financial reporting purposes, the capital interest 
recorded by ALLO will be classified as debt and such debt and the preferred return paid to Nelnet, Inc. on the capital interest 
(reflected as interest expense for ALLO) will be eliminated in the consolidated financial statements. 

The Company currently plans to use cash from operating activities and its third-party unsecured line of credit primarily to fund 
ALLO's capital expenditures. 

Other Debt Facilities 

As discussed above, the Company has a $350.0 million W1secured line of credit with a maturity date of December 12, 2021. As 
of December 31, 2017, the unsecured line of credit had $10.0 million outstanding and $340.0 million was available for future use. 
Upon the maturity date in 2021, there can be no asstu"ance that the Company will be able to maintain this line of credit, increase 
the amount outstanding under the line, or find alternative funding if necessary. 

The Company has issued Junior Subordinated Hybrid Securities (the "Hybrid Securities") that have a final maturity of September 
15, 2061. The Hybrid Securities are unsecured obligations of the Company. Dwing the first quarter of2017, the Company initiated 
a cash tender offer to purchase any and all of its outstanding Hybrid Securities, including a related consent solicitation to effect 
certain amendments to the indenture governing the notes to eliminate a provision requiring a minimum principal amount of the 
notes to remain outstanding after a partial redemption. The aggregate principal amount of notes tendered to the Company was 
$29. 7 million. The Company paid $25.3 million to redeem these notes, and the amendments described above were made lo the 
indenture. As of December 31, 2017, the Company had $20.4 million of Hybrid Securities that remain outstanding. 

During 2017, the Company entered into a repurchase agreement, the proceeds of which are collateralized by FFELP asset-backed 
security investments. As of December 31, 2017, $50.4 million was subject to this repurchase agreement. Upon termination or 
expiration of the repurchase agreement, the Company would use cash proceeds or transfer collateral to satisfy any outstanding 
obligations subject to the repurchase agreement. 

The Company also has three notes payable, which were each issued by IDP Phase Three, LLC ("TDP") in connection with the 
development of a commercial building in Lincoln, Nebraska that is the new corporate headquarters for Hudl, a related party. TDP 
is an entity established dming 2015 for the sole purpose of developing and operating tbis building. The Company owns 25 percent 
ofTDP. However, because the Company was the developer of and a current tenant in this building, the operating results ofTDP 
are included in the Company's consolidated financial statements. Recourse to the Company on the outstanding balance of these 
notes is equal to its ownership percentage ofTDP. A summary of the TDP notes outstanding as of December 31, 2017 is summarized 
below: 
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Issue Debt Maturity Int'erest 
date outstanding date rate 

December 30, 2015 $ 12,000 March 31, 2023 3.38% - fixed 

December 30, 2015 6,355 December 15, 2045 3.38% - fixed 

1-month LIBOR 
October 31, 2017 1,743 March 3 l, 2023 plus 2.00% 

For fwthcr discussion of these debt facilities described above, see note 5 of the notes to consolidated financial statements included 
in this report. 

Debt Repurchases 

Due to the Company's positive liquidity position and opportw1ities in the capital markets, the Company has repurchased its own 
debt over the last several years, and may continue to do so in the future. See note 5 oftbe notes to consolidated financial statements 
included in this report for information on debt repurchased by the Company during the years ended December 31, 2017, 2016, 
and 2015. 

Stock Repurcha~es 

The Board ofDircctors has authorized a stock repurchase probrram to repurchase up to a total of five million shares of the Company's 
Class A common stock during the three-year period ending May 25, 2019. Shares may be repurchased from time to time depending 
on v:1rio11s factors, including share prices and other potential uses of liquidity. Shares repurchased by the Company during 20 I 7, 
2016, and 2015 are shown in the table below. Certain of these repurchases were made pursuant to a trading plan adopted by the 
Company in accordance with Rule 1 Ob5-l under the Securities Exchange Act of 1934. 

Year ended December 31, 2017 

Year ended December 3 I, 2016 

Year ended December 31, 2015 

Total shares 
repurchased 

1,473,054 

2,038,368 

2,449,159 

$ 

Purchase price 
(in thousands) 

Average price of 
shares repurchased 

(per share) 

68,896 $ 

69,091 

96,169 

46.77 

33.90 

39.27 

As of December 31, 2017, 3,142,407 shares remain authorized for purchase under the Company's repurchase program. 

Dividends 

Dividends of $0.14 per share on the Company's Class A and Class B conunon stock were paid on March 15, 20 J 7, June 15, 2017, 
and September 15, 2017, respectively, and a dividend of $0.16 per share was paid 0n December; 15, 20 17. 

llte Company's Board of Directors declared a first quarter 2018 cash dividend on the Company's Class A and Class D common 
stock of$0.l 6 per share. The dividend will be paid on March 15, 2018, to shareholders of record at the close of business on March 
I, 2018. 

The Company cwTently plans to continue making regular quarterly dividend payments, subject to future eamings, capital 
requirements, financial condition, and other factors. Tn addition, the payment of dividends is subject to the terms ofd1e Company's 
outstanding Hybrid Securities, which generally provide that if the Company defers interest payments on those securities it cannot 
pay dividends on its capital stock. 

Off-Balance Sheet Arrangements 

The Company does not have any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect 
on its financial condition, revenues or expenses, results of operations, liquidity, capital expenditures, or capital resources that are 
material to investors. 
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Contractual Obligations 

The Company's contractual obligations were as follows: 

As of December 31, 2017 

Less than More than 
Total 1 year 1 to 3 years 3 to 5 years 5 years 

Bonds and notes payable (a) $ 21,727,127 50,418 335,992 33,410 21,307,307 

Operating lease obligations 21,750 5,277 7,965 3,651 4,857 

Total $ 21,748,877 55,695 343,957 37,061 21,312,164 

(a) Amounts exclude interest as substantially all bonds and notes payable carry variable rates of interest. 

As of December 31, 2017, the Company had a reserve of $22.4 million for unce1tain income tax positions (including the federal 
benefit received from state positions). This obligation is not included in the above table as the timing and resolution of the income 
tax positions cannot be reasonably estimated at this time. 

In 2016, ALLO began providing telecommunications services in Lincoln, Nebraska, as pait of a commitment Wlder franchise 
agreements with the city for ALLO to use commercially reasonable best efforts to pass substantially all commercial and residential 
properties in the community within the first four years of the agreements. During 2017, ALLO's capital expenditures were $115.1 
million, and ALLO anticipates network capital expenditures of approximately $75.0 million in 2018. The majority of these capital 
expenditures are for the network build-out in Lincoln. The currently anticipated capital expenditures for 2018 and beyond to build 
out the Lincoln network are not included in the above table, since there are no fixed and/or determinable minimum amounts which 
ALLO must incur, and the amounts and timing thereof could change based on customer demand for ALLO's services. 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

This Management's Discussion and Analysis of Financial Condition and Results of Operations discusses the Company's 
consolidated financial statements, which have been prepared in accordance with accounting principles generally accepted in the 
United States. The preparation of these financial statements requires management to make estimates and assumptions that affect 
the reported amounts of assets and liabilities and the reported amounts of income and expenses during the reporting periods. The 
Company bases its estimates and judgmenl'> on historical experience and on various other factors that the Company believes are 
reasonable under the circumstances. Actual results may differ from these estimates under varying asswnptions or conditions. Note 
3 of the notes to consolidated financial statements included in this report includes a swnmary of the significant accounting policies 
and methods used in the preparation of the consolidated financial statements. 

On an on-going basis, management evaluates its estimates and judgments, pa.tticularly as they relate to accounting policies that 
management believes are most "critical" - tbat is, they are most important to the portrayal of the Company's financial condition 
and results of operations and they require management's most difficult, subjective, or complex judgments, often as a result of the 
need to make estimates about the effect of matters that are inherently uncertain. Management has identified the following critical 
accounting policies and estimates that are discussed in more detail below: allowance for loan losses, income taxes, and accounting 
for derivatives. 

Allowance for Loan Losses 

The allowance for loan losses represents management's estimate of probable losses on loans. This evaluation process is subject 
to numerous estimates and judgments. The Company evaluates the appropriateness of the allowance for loan losses separately on 
each of its federally insured, private education, and consumer loan portfolios. 

The allowance for the federally insured student loan portfolio is based on periodic evaluations of the Company's loan portfolios 
considering loans in repayment versus those in a nonpaying status, delinquency status, trends in defaults in the portfolio based on 
Company and industry data, past experience, trends in student loan claims rejected for payment by guarantors, changes to federal 
student loan programs, current economic conditions, and other relevant factors. Should any of these factors change, the estimates 
made by management would also change, which in tum would impact the level of the Company's future provision for loan losses. 

In determining the appropriateness of the allowance for loan losses on the private education and conswner loans, the Company 
considers several factors including: loans in repayment versus those in a nonpaying status, delinquency status, type of program, 
trends in defaults in the po1tfolio based on Company and industry data, past experience, current economic conditions, and other 
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relevant factors. Should any of these factors change, the estimates made by management would also change, which in turn would 
impact the level of the Company's future provision for loan losses. The Company places a private education or consumer loan on 
nonaccrual status when the collection of principal and interest is 90 days past due and charges off the loan and accrued interest 
when the collection of principal and interest is 120 days past due. 

The allowance for loan losses is maintained at a level management believes is appropriate to provide for estimated probable credit 
losses inherent in the loan portfolios. This evaluation is inherently subjective because it requires estimates that may be susceptible 
to significant changes. 

I11come Taxes 

The Company is subject to the income tax laws of the U.S., Canada, Australia, and the states and municipalities in which the 
Company operates. These tax laws are complex and subject to different interpretations by the taxpayer and the relevant government 
taxing authorities. In establishing a provision for income tax expense, the Company must make judgments and interpretations 
about the application of these inherently complex tax laws. The Company must also make estimates about when in the future 
ce11ai.n items will affect taxable income in the various tax jurisdictions. Disputes over interpretations of the tax laws may be subject 
to review/adjudication by the court systems of the various tax jurisdictions or may be settled with the taxing authority upon 
examination or audit. The Company reviews these balances quarterly and as new information becomes available, the balances are 
adjusted, as appropriate. 

Derivative Accounting 

Tue Company determines the fair value for it:; cle.riv11tive. r.ontrncts using eithe.r (i) pricing models that consider current market 
conditions and the contractual terms of the derivative instrument or (ii) counterparty valuations. The factors that impact the fair 
value include interest rates, time value, forward interest rate curve, and volatility factors, as well as foreign exchange rates. Pricing 
models and their underlying assumptions impact the ammmt and ti.ming of realized and unrealized gains and losses recognized, 
and the use of different pricing models or assumptions could produce different financial results. Management has structured the 
majority of the Company's derivative transactions with the intent that each is economically ctfoctive. However, the Company's 
derivative instruments do not qualify for hedge accounting. Accordingly, changes in the fair value of derivative instruments arc 
reported in current period earnings. 

RECENT ACCOUNTING PRONOUNCEMENTS 

Revem,e R.ecog11ition 

In May 2014, the .Financial Accounting Standards Board ("FASB") issued accounting guidance regarding the recognition of revenue 
from contracts with customers, which requires an entity to recognize the amount ofrevenue to which it expects to be entitled for 
the transfer of promised goods or services to customers. This guidance will replace most existing revenue recognition guidance 
effective January 1, 2018 and the standard all.ows the use of either the retrospective or cumulative effect transition method. Due 
to identifying its Tuition Payment Processing and Campus Conunerce operating segment as the principal in its payment services 
transactions, the Company now plans to use the retrospective lransition method rather than the cumulative effect transition method, 
as previously disclosed. As a result of this change, the Company will recast its prior year financial statements to present this 
activity gross rather than net. The costs to provide payment services transactions of$47.4 million and $43.0 million for the years 
ended December 31, 2017 and 2016, respectively, is currently included in the Company's "tuition payment processing, school 
information, and campus commerce revenue" in the consolidated statements of income. These costs will be presented separately 
in the consolidated statements of income as "costs to provide tuition payment processing, school information, and campus commerce 
services." 

The majority of the Company's revenue earned in its Asset Generation and Management segment, including loan interest and 
derivative activity, is explicitly excluded from the scope of the new guidance. Other than the payment services transactions discussed 
previously, the Company's other fee-based operating segments will recognize revenue materially consistent with historical revenue 
recognition patterns. 

Clas1dfication and Measw·ement 

In January 2016, the FASB issued accounting guidance regarding the recognition and measurement of financial assets and financial 
liabilities, which will change the income statement impact of equity investments. The new guidance requires all equity investments 
to be measured at fair value, with changes in the fair value recognized through net income (other than those equity investments 
accounted for under the equity method of accoW1ting or those that result in consolidation oft11e investee). However, an entity may 
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choose to measure equity investments that do not have readily determinable fair values at cost minus impai1ment, if any, plus or 
minus changes resulting from obse1vable price changes in orderly transactions for the identical or a similar investment of the same 
issuer. The impainnent assessment of equity investments withoul readily determinable fair values will be simplified by requiring 
a qualitative assessment to identify impailment. 

On January 1, 2018, the effective date of this guidance, the Company recorded a cumulative effect adjustment to retained earnings 
of$1. 7 million, net of taxes, related to equity securities wilh readily determinable fair values. The guidance is effective for equity 
securities without readily determinable fair values prospectively. The Company will continue to measure equity investments that 
do not have readily deterntinable fair values at cost and monitor such values for impairment and observable price changes. Upon 
adoption, this pronouncemcnl will not have a material impact on the Company's consolidated financial statements. 

Leases 

In February 2016, the FASB issued accounting guidance regarding the accounting for leases. The new standard will require the 
identification of atl'angcments that should be accmmted for as leases by lessees and the disclosure of key information about leasing 
arrangements. Io general, lease arrangements exceeding a twelve-month te1m will be recognized as assets and liabilities on the 
balance sheet of the lessee. A right-of-use {ROU) asset and lease obligation will be recorded for all leases, whether operating or 
financing, while the income statement will reflect lease expense for operating leases and amortization/interest expense for financing 
leases. The balance sheet amount recorded for existing leases at the date of adoption must be calculated using the applicable 
incremental borrowing rate at the date of adoption. The standard requires the use of the modified retrospective transition method, 
which will require adjustment to all comparative periods prescnled with certain practical expedients available. It will be effective 
for the Company begiMing January 1, 2019 with early adoption permitted. The Company currently expects to adopt the new 
standard on its effective date and to elect all of the standard's available practical expedients on adoption. While the Company is 
evaluating the impact this pronouncement will have on its ongoing financial reporting, it currently believes the most significant 
changes relate to the recognition of new ROU assets and lease liabilities on its balance sheet primarily for office operating leases 
and the derecognition of existing assets and liabilities for certain sale-leaseback transactions arising from build-to-suit lease 
arrangements for which construction is complete and the Company is leasing the constructed assets that currently do not qualify 
for sale accounting. 

Allowance for Loan Losses 

In June 2016, the F ASB issued accounting guidance regarding the measurement of credit losses on financial instruments, which 
will change the way entities recognize impairment of many financial assets by requiring immediate recognition of estimated credit 
losses expected to occur over the asset's remaining life. The Company currently uses an incurred loss model when calculating its 
allowance for loan losses. As a result, the Company expects the new guidance will increase the allowance for loan losses. This 
guidance will be effective for the Company beginning January 1, 2020. Early application is permitted beginning Januai.y l, 2019. 
This standard represents a significant departure from existing GAAP, and may result in significant changes to the Company's 
accounting for the allowance for loan losses. The Company is evaluating the impact this pronouncement will have on its ongoing 
financial reporting. 

Statement of Cash Flows 

In August 2016, the fASB issued accounting guidance regarding the presentalion and classification of certain cash receipts and 
cash payments in the statement of cash flows. Among the cash flow matters addressed in the update are payments for costs related 
to debt prepayments orextinguishments, payments related to settlement of certain types of debt instruments, payments of contingent 
consideration made after a business combination, and distributions received from equity method investees, among others. This 
guidance is effective for the Company beginning January 1, 2018. The guidance will be applied using a retrospective transition 
method to each period presented, unless impracticable for specific cash flow matters, in which case the update would be applied 
prospectively as of the earl iestdate practicable. This pronouncement will not have a material impact on the Company's consolidated 
financial statements. 

In November 2016, the FASB issued accounting guidance which provides amendments to current guidance to address the 
classifications and presentation of changes in restricted cash in the statement of cash flows. This guidance is effective for the 
Company beginning January I, 2018. The amendments will be applied using a retrospective transition method to each period 
presented. This pronouncement will not have a material impact on the Company's consolidated financial statements. 

Goodwill 

T n January 2017, the FASB issued accounting guidance which eliminates the two-step process thatl'cquircs identification of potential 
impairment and a separate measure of the actual impainnent. Under the new guidance, the annual assessment of goodwill 
impairment is detennined by using the difference between the carrying amount and the fair value of the reporting unit. The effective 
date of this standard is January 1, 2020, however, early adoption is permitted for goodwill impairment tests with measurement 
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dates after January l, 2017. The Company elected to early adopt this pronouncement on its 201 7 measurement date of November 
30. This pronouncement will not have a material impact on the Company's financial position or results of operations. 

Hedging Activities 

ln August 2017, lhc FASR issued accounling guidance which better aligns risk management activities and financial reporting for 
hedging relationships through changes to both the designation and measurement guidance for qualifying hedging relationship and 
the presentation of hedge results. Tlte amendments expand and refine hedge accounting for both nonfinancial and financial risk 
components and in some situations better align the recognition and presentation of the effects of the hedging instrument and the 
hedged item in the financial statements. This guidance will be etlectivc for the Company beginning January 1, 2019 with early 
adoption permitted. The Company is evaluating the impact this pronouncement will have on its ongoing financial reporting. 

ITEM 7A. QUANTITAl'IVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 
(All dollars are in thousands, except share amounts, unless othenvise noted) 

Interest Rate Risk 

The Company's primary markelrisk exposure arises from Ouctualions in its borrowing and lending rales., the spread between which 
could impact the Company due lo shifts in market interest rales. 

The following table sets forth the Company's Joan assets and debt instruments by rate characleristics: 

As of December 31, 2017 As of December 31, 2016 

Dollars Percent Dollars Percent 
Fixed-rate loan assets $ 4,966,125 22.6% $ 8,585,283 34.2% 
Variable-rate loan assets 17,029,752 77.4 16,518,360 65.8 
Total $ 21,995,877 100.0% $ 25,103,643 100.0% 

Fixed-rate debt instruments $ 101,002 0.5% $ 131,733 0.5% 
Variable-rate debt instruments 21,626,125 99.5 24,968,687 99.5 

Total $ 21,727,127 100.0% $ 25,100,420 100.0% 

FFELP loans originated prior to April l, 2006 generally earn interest at the higher of the borrower rate, which is fixed over a period 
chime, or a floating rate based on the special allowance payment ("SAP") formula set by the Department. The SAP rate is based 
on an applicable index plus a fixed spread that depends on loan type, origination date, and repayment status. The Company general! y 
finances its student loan po1tfolio with variable rate debt. In low and/or declining interest rate environments, when the fixed 
borrower rate is higher than the SAP rate, the Company's student loans earn at a fixed rate while the interest on the variable rate 
debt typically continues to reflect the low and/or declining interest rates. In these interest rate environments, the Company may 
earn additional spread income that it refers to as floor income. 

Depending on the type of loan and when it was originated, tl1e borrower rate is either fixed to term or is reset to an ann.ual rate 
each July I. As a result, for loans where the borrower rate is fixed to term, the Company may earn floor income for an extended 
period of time, which the Company refers to as fixed rate floor income, and for those loans where the borrower rate is reset annually 
on July 1, the Company may earn floor income to the next reset date, which the Company refers to as variable rate floor income. 
All FFELP loans first originated on or after April 1, 2006 effectively earn at the SAP rate, since lenders are required to rebate fixed 
rate floor income and variable rate floor income for those loans to the Department. 

No variable-rate floor income was eamed by the Company during the years ended December 31, 20 17, 2016, and 2015. A 
summary of fixed rate floor income earned by the Company during these years follows. 

Fixed rate floor income, gross 
Derivative settlements (a) 
Fixed rate floor income, net 

Vear ended December 31, 

2017 2016 2015 
$ 106,434 169,979 207,787 

10,838 (17,643) (23,041) ------ ___ .:...._.:...._.....:.. 

$ 117,272 152,336 184,746 

(a) Includes settlement payments on derivatives used to hedge student loans earning fixed rate floor income. 
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The high levels of gross fixed rate floor income earned during 2017, 2016, and 2015 a.re due to historically low interest rates. If 
interest rates remain low, the Company anticipates continuing to earn significant fixed rate floor income in future periods. The 
year over year decrease in i:,rross fixed rate floor income was due to an increase in interest rates. 

Absent the use of derivative instmments, a rise in interest rates may reduce the amount of floor income received and this may have 
an impact on earnings due to interest margin compression caused by increasing financing costs, until such time as the federally 
insured loans earn interest at a variable rate in accordance with their special allowance payment fonnulas. In higher interest rate 
environments, where the interest rate rises above the bonower rate and fixed rate loans effectively become variable rate loans, the 
impact of the rate fluctuations is reduced. 

The following graph depicts fixc<l rate floor income for a borrower with a fixed rate of6.75% and a SAP rate of2.64%: 
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The following table shows the Company's federally insured student loan assets that were earning fixed rate floor income as of 
December 31, 2017: 

Borrower/lender 
Fixed interest rate weighted average Estimated variable 

range yield conversion rate (a) Loan balance 

4.0 · 4.49% 4.24% 1.60% $ 1,122,268 

4.5 - 4.99% 4.71% 2.07% 844,518 

5.0 - 5.49% 5.22% 2.58% 525,738 

5.5 - 5.99% 5.67% 3.03% 369,930 

6.0 - 6.49% 6.19% 3.55% 424,652 

6.5- 6.99% 6.70% 4.06% 407,146 

7.0 - 7.49% 7.17% 4.53% 146,457 

7.5 - 7.99% 7.71% 5.07% 243,926 

8.0- 8.99% 8.18% 5.54% 542,818 

>9.0% 9.05% 6.41% 184,513 

$ 4 ,811,966 

(a) The estimated variable conversion rate is the estimated short-tenn interest rate at which loans would convert to a variable 
rate. As of December 31, 2017, the weighted average estimated variable conversion rate was 3.17% and the short-term 
interest rate was 136 basis points. 
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The following table summarizes the outslanding derivative instrumenls as of December 31, 2017 used by the Company to 
economically hedge loans earning fixed rate floor income. 

Weighted average 
Notional fixed rate paid by 

Maturity amount the Company (a) 
2018 $ 1,350,000 1.07% 

2019 3,250,000 0.97 

2020 1,500,000 L.01 

2023 750,000 2.28 
2024 300,000 2.28 

2025 100,000 2.32 

2027 50,000 2.32 

$ 7,300,000 l.21% 

(a) For all interest rate derivatives, the Company receives discrete three-month LIIlOR. 

In addition, on August 20, 2014, the Company paid $9.1 million for an interest rate swap option to economically hedge Joans 
earning fixed rate floor income. The interest rate swap option gives the Company the right, but not ULe obligalion, lo enler into a 
$250.0 million notional interest rate swap in which the Company would pay a fixed amount of 3.30% and receive discrete one
month LIBOR. lfthe interest rate swap option is exercised, the swap would become effective in 2019 and mature in 2024. 

The Company is also exposed to interest rate risk in the form of basis risk and repricing risk because the interest rate characteristics 
ofthc Company's assets do not match tbe interest rate cltaractc1istics of the funding for those assets. The following table presents 
the Company's FFELP student loan assets and related funding for those assets arranged by underlying indices as of December 31, 
2017: 

Index 
Frequency of 

variable resets 
Funding of student 

Assets loan assets 
I month LIBOR (a) Daily $ 20,007,358 
3 month H15 financial commercial paper Daily 1,109,621 
3 month Treasury bill Daily 604,627 
3 month LIBOR (a) Quarterly 11,727,486 
l month LIBOR Monthly 8,624,559 
Auction-rate (b) Varies 780,829 
Asset-backed commercial paper ( c) Varies 335,992 
Other (d) 1,064,530 1,3 17,270 

$ 22,7861136 22,786,136 

(a) The Company has certain basis swaps outstanding in which the Company receives three-month LIBOR and pays one
month LIBOR plus or minus a spread as defined in the agreements (the "l:3 Basis Swaps"). The Company entered into 
these derivative instruments to better match the interest rate characteristics on its student loan assets and the debt funding 
such assets. The following table summarizes the 1 :3 Basis Swaps outstanding as of December 31, 2017. 

Maturity Notional amount 
2018 $ 4,250,000 
2019 3,500,000 
2022 1,000,000 
2024 250,000 
2026 1,150,000 
2027 375,000 
2028 325,000 
2029 100,000 
2031 300,000 

$ 11,250,000 
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The weighted average rate paid by the Company on the I :3 Basis Swaps as of December 3 l, 2017 was onc-monl11 LIBOR 
plus 12.5 basis points. 

(b) As of December 31, 2017, the Company was sponsor for $780.8 million of asset-backed securities that arc set and 
periodically reset via a "dutch auction" ("Auction Rate Securities"). The Auction Rate Securities generally pay interest 
to the holder at a maximum rate as defined by the indenture. While these rates will vary, they will generally be based on 
a spread to LTBOR or Treasury Securities, or the Net Loan Rate as defined in the financing documents. 

(c) The interest rates on certain of the Company's warehouse facilities are indexed to asset-hacked commercial paper rates. 

( d) Assets include accrned interest receivable and resnictcd cash. Funding represents overcollateralization (equity) and other 
liabilities included in FFELP asset-backed securifrzations and warehouse facilities. 

Sensitivity Analysis 

The following tables summarize the effect on the Company's earnings, based upon a sensitivity analysis pcrfonncd by the Company 
assuming hypothetical increases in interest rates of 100 basis points and 300 basis points while funding spreads remain constant. 
In addition, a sensitivity analysis was pe1fo11ned assuming the funding index increases 10 basis points and 30 basis points while 
holding the asset index constant, if the funding index is different than the asset index. The sensitivity analysis was performed on 
the Company's variable rale assets (including loans earning fixed rate fioor income) and liabilities. The analysis includes the effects 
of the Company's interest rate and basis swaps in existence during these periods. 

I11terest rates Asset and funding index mismatches 

Change from Change from 
Increase of 10 basis 

poiuts 
Increase of 30 basis 

poinls 
increase of 100 basis increase of300 basis 

points points 
Dollars Percent Dollars Percent Dollars Percent Dollars Percent 

Effect on earnings: 
Decrease in pre-tax net income before 

impact of derivative settlements S (39,894) 

Impact of derivative settlements 59,639 

Increase (decrease) in net income 
before taxes 

Increase (decrease) in basic and 
diluted earnings per share 

Effect on earnings: 

$ 19,745 

$ 0.29 

Decrease in pre-tax net income before 
impact of derivative settlements $ (67,877) 

Impact of derivative settlements 59,847 

focrease (decrease) in net income 
before taxes 

Increase (decrease) in basic and 
diluted earnings per share 

Effect on earnings: 

$ (8,030) 

$ (0.12) 

Decrease in pre-tax net income before 
impact of derivative settlementi; S (83,412) 

Impact of derivative settlements 38,439 

Increase (decrease) in net income 
before taxes 

Increase (decrease) in basic and 
diluted earnings per share 

$ (44,973) 

$ (0.61) 

Year ended December 31, 2017 

( 17.6)% $ (73,999) (32.5)% $ (13,423) 

26.3 178,911 79.0 6,408 

(5.9)% $ (40,271) 

2.8 19,226 ----

(17.8)% 

8.5 

8.7 % $ 104,912 46.5 % $ (7,015) (3.1 )% S (21,045) (9.3)% 
=== = 

$ 1.55 $ (0.09) $ (0.30) 

Year ended Decembet 31, 2016 

(17.0)% $ (124,818) 

15.0 179,541 

(2.0)% $ 54,723 

$ OJ!O 

(31.3)% $ (16,033) 

45.0 3,052 

13.7 % $ (12,981) 

$ (0.19) 

(4.1)% $ (48,098) 

0.8 9,155 --- -
(3.J)% $ (38,943) 

$ (0.57) 

Year ended December 31, 2015 

(19.8)% $ (151,492) (36.0)% 5 (17,079) (4.1)% $ (51,238) 

9.1 115,315 ----
27.4 6,161 __ l_.5_ 18,4R4 

(10. 7)% $ (36,177) (8.6)% $ ( I 0,918) (2.6)% $ (32,754) 

$ (0.49) $ (0.16) $ (0.46) 
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Foreign Currency Exchange Risk 

In 2006, the Company issued €352.7 million of student loan asset-backed .Euro Notes (the "Euro Notes") with an interest rate based 
on a spread to the EURTBOR index. As a result, the Company was exposed to market risk related to fluctuations in foreign currency 
exchange rates between the U.S. dollar and Euro. The Company entered into a cross-currency interest rate swap in connection 
with the issuance of the Euro Notes. See note 6 of the notes to consolidated financial statements incl u<lcd in this report for additional 
information, including a swnmruy of the terms of the cross-currency interest rate swap associated with the Euro Notes and the 
related financial statement impact. 

On October 25, 2017, the Company completed a remarketing of the Euro Notes which reset the principal amount outstanding on 
the Euro Notes to $450.0 million U.S. dollars, with an interest rate based on the 3-month LIBOR index. In conjunction with the 
remarketing of the Euro Notes, the Company tenninated the cross-currency interest rate swap. 

Financial Statement Impact - Derivatives and Foreign Currency Transaction Adjustments 

For a table summarizing the effect of derivative instruments in the consolidated statements of income, including the components 
of "derivative market value and foreign currency transaction adjustments and derivative settlements, net" included in the 
consolidated statements ofincomc, see note 6 of the notes to consolidated finaocial statements. 

ITEM 8. FINANCIAL STATEl\lIENTS AND SUPPLEMENTARY DATA 

Reference is made to the consolidated financial statements listed under the heading "(a) 1. Consolidated Financial Statements" of 
Ttem 15 of this report, which consolidated financial statements are incorpornte.<l into thi:- re.p<lrt hy rr.forenc..e in response to this 
Ttem 8. 

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL 
DISCLOSURE 

None. 

ITEM9A. CONTROLSANDPROCEDURES 

Disclosure Controls and Procedures 

Under supervision and with the participation of certain members of the Company's management, including the chief executive 
and chief financial officers, the Company completed an evaluation of the effectiveness of the design and operation of its disclosure 
controls and procedures (as defined in SEC Rules 13a-15(e) and 15d-l5(e) under the Securities Exchange Act of 1934). Based on 
this evaluation, the Company's principal executive and principal financial officers concluded that the disclosure controls and 
procedures were effective as of the end of the period covered by this report to provide reasonable assurance that information 
required to be disclosed in reports the Company files or submits under the Securities Exchange Act of 1934 is recorded, processed, 
summarized, and reported, within the time periods specified io the SEC's rules and forms, and is accwnulated and communicated 
to the Company's management, including the chief executive and chief financial officers, as appropriate to allow timely decisions 
regarding required disclosure. 

Changes in Internal Control over Financial Reporting 

There was no change in the Company's internal control over financial repo1ting during the Company's last fiscal quarter that has 
materially affected, or is reasonably likely to materially affect, the Company's internal control over financial reporting. 

Management's Report on Internal Control over Financial Reporting 

Management is responsible for establishing and maintaining adequate internal control over financial reporting (as defined in Ruic 
l3a-J S(f) under the Securities Exchange Act of 1934) for the Company. The Company's internal control system was designed to 
provide reasonable assurance to the Company's management and board of directors regarding the preparation and fair presentation 
of published financial statements in accordance with U.S. generally accepted accounting principles. All internal control systems, 
no matter how well designed, have inherent limitations. Therefore, even those systems dctctmined to be effective can provide only 
reasonable assurance witl1 respect to financial statement preparation and presentation. 
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Management maintains a comprehensive system of controls intended to ensure that transactions arc executed in accordance with 
management's authorization, assets arc safeguarded, and financial records are reliable. Management also takes steps to ensure that 
information and communication tlows are effective and to monitor performance, including perforrnancc of intemal control 
procedures. 

Management assessed the effectiveness of the Company's internal control over financial reporting as of December 31, 2017 based 
on the criteria for effective internal control de.scribed in Internal Control -Integrated Framework (2013) issued by the Committee 
of Sponsoring Organizations of the Treadway Commission. Based on this assessment, management believes that, as of 
December 31, 2017, the Company's internal control over financial repmting is effective. 

The effectiveness of the Company's internal control over financial reporting as of December 3 I , 2017 has been audited by KPMG 
LLP, the Company's independent registered public accounting firm, as stated in their report included herein, which expressed an 
unqualified opinion on the effectiveness of the Company's internal control over financial reporting as of December 31, 2017. 

Inherent Limitations on Effectiveness of Internal Controls 

The Company's management, including the chief executive and chief financial officers, undcrslands that the disclosure controls 
and procedures and internal control over financial reporting are subject to certain limitations, including the exercise of judgment 
in designing, implementing, and evaluating the controls and procedures, the assumptions used in identifying the likelihood of 
future events, and the inability to eliminate misconduct completely. The design of a control system must reflect the fact that there 
are resource constraints, and the benefits of a control system must be considered relative to their costs. These inherent limitations 
include the realities that judgments in decision-making can be faulty and that breakdowns can occur because of simple error or 
mistake. Controls can also be circumvented by the individual acts of some persons, by collusion of two or more people, or by 
management override of the controls. The design of any system of controls is based in part on certain assumptions about the 
likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under all 
potential fuhtre conditions. Projections of any evaluation of controls effectiveness to future periods are subject to risks. Over 
time, controls may become inadequate because of changes in conditions or deterioration in the degree of compliance with policies 
or procedures. 

As a result, there can be no assW'ancc that the Company's disclosure controls and procedures or internal control over financial 
reporting will prevent all errors or fraud or ensure that all material infonnation will be made known to management in a timely 
fashion. By their nature, the Company's or any system of disclosure controls and procedures or internal control over financial 
reporting, no matter how well designed and operated, can provide only reasonable assurance regarding management's control 
objectives. 

Report of Independent Registered Public Accounting Firm 

To the shareholders and board of directors 
Nelnet, Inc.: 

Opinion on Internal Control Over Fina11cial Reporting 

We have audited Nelnet, Inc. and subsidiaries' (the "Company") internal control over financial reporting as of December 31, 2017, 
based on criteria established in internal Control - Integrated Fmmework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. In our opinion, the Company maintained, in all material respects, effective internal 
control over financial reporting as of December 31, 2017, based on criteria established in Internal Control - Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) 
("PCAOB"), the consolidated balance sheets oflhe Company as of December 31, 2017 and 2016, the related consolidated statements 
of income, comprehensive income, shareholders' equily, and cash flows for each of the years in the three-year pe1iod ended 
December 3 l, 2017, and the related notes (collectively, the "consolidated fmancial statements"), and our report dated February 
27, 2018 expressed an unqualified opinion on those consolidated financial statements. 

Basis for Opinion 

The Company's management is responsible for maintaining effective intemal control over financial reporting and for its assessment 
of the effectiveness of internal control over financial reporting, included in the accompanying Management's Report on Internal 
Control over Financial Reporting. Our responsibility is to express an opinion on the Company's internal control over financial 
reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to be independent with 
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respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities 
and Exchange Commission and the PCAOB. 

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material 
respects. Our audit of internal control over financial reporting included obtaining an understanding of internal control over financial 
reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of 
internal control based on the assessed risk. Our audit also included performing such other procedures as we considered necessary 
in the circumstances. We believe that our audit provides a reasonable basis for our opinion. 

Definition and.Limitations oflntemal Control Over Financial Repo1•ting 

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability 
of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles. A company's internal control over financial reporting includes those policies and procedures that ( 1) pertain 
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets 
of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are 
being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthotized acquisition, use, or disposition of the company's assets that 
could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future peiiods are subject to the risk that controls may become inadequate because 
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

/s/KPMG LLP 

Lincoln, Nebraska 
February 27, 2018 

ITEM 9B. OTHER INFORMATION 

During the fourth quarter of 2017, no information was required to be disclosed in a report on F onn 8-K, but not reported. 

PART III. 

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS, AND CORPORATE GOVERNANCE 

The information as to the directors, executive officers, corporate governance, and Section 16(a) beneficial ownership reporting 
compliance of the Company set forth under the captions "PROPOSAL 1 - ELECTION OF DIRECTORS," "EXECUTIVE 
OFFICERS," "CORPORATE GOVERNANCE," and "SECURITY OWNERSHIP OF DIRECTORS, EXECUTIVE OFFICERS, 
AND PRINCIPAL SHAREHOLDERS - Section 16(a) Beneficial Ownership Reporting Compliance" in the definitive Proxy 
Statement to be filed on Schedule 14A with the SEC, no later than 120 days after the end of the Company's fiscal year, relating to 
the Company's 2018 Annual Meeting of Shareholders scheduled to be held on May 24, 2018 (the "Proxy Statement"), is incorporated 
herein by reference. 

ITEM 11. EXECUTIVE COMPENSATION 

The information set forth under the captions "CORPORATE GOVERNANCE" and "EXECUTIVE COMPENSATION" in the 
Proxy Statement is incorporated herein by reference. 

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFIClAL OWNERS AND MANAGEMENT AND RELATED 
STOCKHOLDER MATTERS 

The information set forth under the caption "SECURITY OWNERSHIP OF DIRECTORS, EXECUTIVE OFFICERS, AND 
PRINCIPAL SHAREHOLDERS - Stock Ownership" in the Proxy Statement is incorporated herein by reference. There are no 
arrangements known to the Company, the operation of which may at a subsequent date result in a change in the control of the 
Company. 
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The following table summarizes information about compensation plans under which equity securities arc authorized for issuance. 

Equity Compensation Plan Information 

Plan category 

Equity compensation plans approved 
by shareholders 

Equity compensation plans not 
approved by shareholders 

Total 

Number of shares to be 
issued upon exercise of 

outstanding options, 
warrants, and rights (a) 

As of December 3 t, 2017 

Weighted-average 
exercise price of 

outstanding options, 
warrants, and rights (b) 

Number of shares 
remaining available for 
future issuance under 
equity compensation 

plans ( excluding 
securities reflected in 

column (a)) (c) 

2,329,017 (1) 

2,329,017 

(I) Includes 1,800,188, 37,207, and 491,622 shares of Class A Common Stock remaining available for future issuance under 
the Nelnet, Tnc. Restricted Stock Plan, Nelnet, Inc. Directors Stock Compensation Plan, and Nelnet, Inc. Employee Share 
Purchase Plan, respectively. 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDJ,;PENDENCE 

The information set forth under the captions "CERTAIN RELATIONSHlPS AND RELATED TRANSACTIONS," "COl{ POR ATE 
GOVERNANCE- Board Composition and Director Independence," and "CORPORATE GOVERNANCE - Board Committees" 
in the Proxy Statement is incorporated herein by reference. 

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES 

The infonnation set forth under the caption ''PROPOSAL 2 - RATIFICATION OF APPOINTMENT OF INDEPENDENT 
REGISTERED PUBLIC ACCOUNTING FIRM - Independent Accountant Fees and Services" in the Proxy Statement is 
incorporated herein by reference. 

PART lV. 

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEUULES 

(a) L Consolidated Financial Statements 

The following consolidated financial statements of Nelnet, Inc. and its subsidiaries and the Report oflndependent Registered 
Public Accounting Finn thereon are included .in Jtem 8 above: 

Page 

Report of Independent Registered Public Accounting Firm F-2 

Consolidated Balance Sheets as of December 31, 2017 and 2016 F-3 

Consolidated Statements of income for the years ended December 31, 2017, 2016, and 2015 F-4 

Consolidated Statements of Comprehensive Income for the years ended December 31, 2017, 2016, and 2015 F-5 

Consolidated Statements of Shareholders' Equity for the years ended December 31, 2017, 2016, and 2015 F-6 

Consolidated Statements of Cash Flows for the years ended December 31, 2017, 2016, an<l 2015 F-7 

Notes to Consolidated Financial Statements F-8 

2. Financial Statement Schedules 

All schedules are omitted because they are not applicable or the required information is shown in the consolidated financial 
statements or notes thereto. 
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3. Exhibits 

The exhibits listed in the accompanying index to exhibits arc filed, furnished, or incorporated by reference as part of this 
report. 

(b) Exhibits 

Exhibit Index 

Exhibit No. Description 

2.1 * ++ Stock Purchase Agreement dated as of October 18, 2017, among Nelnet Diversified Solutions, LLC, as 
Purchaser, Nelnet, Inc., as Purchaser Parent, and C'rreat Lakes Higher Education Corporation, as Seller. 

2.2* First Amendment to Stock Purchase Agreement dated as of February I, 2018, among Nelnet Diversified 
Solutions, LLC, as Purchaser, Nelnet, Inc., as Purchaser Parent, and Great Lakes Higher Education Corporation, 
as Seller. 

2.3* Second Amendment to Stock Purchase Agreement dated as of February I, 2018, among Nelnet Diversified 
Solutions, LLC, as Purchaser, Nelnet, Inc., as Purchaser Parent, and Great Lakes Higher Education Corporation, 
as Seller. 

3.1 Composite Second Amended and Restated Articles of Incorporation of Nelnet, Inc., as amended through May 
25, 2017, filed as Exhibit 3.2 to the registrant's Quarterly Report on Form 10-Q for the quarter ended June 30, 
2017 and incorporated by reference herein. 

3 .2 Eighth Amended and Restated Bylaws of Nelnet, Inc., as amended as of May 25, 2017, filed as Exhibit 3.2 
to the registrant's CWTent Report on Form 8-K filed on May 25, 2017 and incorporated by reference herein. 

4.1 Fonn of Class A Common Stock Certificate of Nelnet, Inc., filed on November 24, 2003 as Exhibit 4. l to the 
registrant's Registration Statement on Form S-1 (Registration No. 333-108070) and incotporated by reference 
herein. 

4.2 Certain instruments, including indentures of trust, defining the rights of holders of long-term debt of the 
registrant and its consolidated subsidiaries, none of which instruments authorizes a total amount ofindebtedness 
thereunder in excess of 10 percent of the total assets of the registrant and its subsidiaries on a consolidated 
basis, are omitted from this Exrubit Index pursuant to Item 60I(b)(4)(iii)(A) of Regulation S-K. Many of such 
instruments have been previously filed with the Securities and Exchange Commission, and the registrant 
hereby agrees to furnish a copy of any such instrument to the Commission upon request. 

4.3 Registration Rights Agreement, dated as of December 16, 2003, by and among Nelnet, Inc. and the shareholders 
of Nelnet, Inc. signatory thereto, filed on November 24, 2003 as Exhibit 4.11 to the registrant's Registration 
Statement on Fonn S-1 (Registration No. 333-108070) and incorporated by reference herein. 

1 O. l CompositeFormofAmended and Restated Participation Agreement, dated as of June I, 200 I, between NELnet, 
Inc. (subsequently renamed National Education Loan Network, Inc.) and Union Bank and Trust Company, as 
amended by the First Amendment thereto dated as of December 19, 2001 through the Cancellation of the 
Fi ftcenth Amendment thereto dated as of March 16, 20 I I (such Participation Agreement and each amendment 
through the Cancellation of the Fifteenth Amendment thereto have been previously filed as set forth in the 
Exhibit Index for the registrant's Annual Report on Form 10-K for the year ended December 31, 2012, and 
are incorporated by reference herein), filed as Exhibit I 0.1 to the registrant's Annual Report on F onn I 0-K 
for the year ended December 31, 2013 and incorporated by reference herein. 

10.2 Sixteenth Amendment of Amended and Restated Participation Agreement, dated as of March 23, 2012, by 
and between Union Bank and Trust Company and National Education Loan Network, Inc., filed as Exhibit 
I 0.3 to the registrant's Quarterly Report on Form I 0-Q for the quarter ended March 31, 2012 and incorporated 
by reference herein. 

10.3 Guaranteed Purchase Agreement, dated as of March 19, 2001, by and between NELnet, Inc. (subsequently 
renamed National Education Loan Network, Inc.) and Union Bank and Trust Company, filed on September 
25, 2003 as Exhibit J 0.36 to the registrant's Registration Statement on Form S-1 (Registration No. 333-108070) 
and incorporated by reference herein. 

I 0.4 First Amendment of Guaranteed Purchase Agreement, dated as of February I, 2002, by and between NELnet, 
Inc. (subsequently renamed National Education Loan Network, Inc.) and Union Bank and Trust Company, 
filed on September 25, 2003 as Exhibit 10.37 to the registrant's Registration Statement on Form S-1 
(Registration No. 333-108070) and incorporated by reference herein. 
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Exhibit Index 

10.5 Second Amendment of Guaranteed Pw-chase Agreement, dated as of December 1, 2002, by and between 
Nelnet, Inc. (f/k/a/NELnct, Inc.) (subsequently renamed National Education Loan Network, Jnc.) and Union 
Bank and Trust Company, filed on September 25, 2003 as Exhibil 10.38 to the registrant's Registration 
Statement on Form S-1 (Registration No. 333-108070) and inco1porated by reference herein. 

l 0.6 Guaranteed Purchase Agreement, dated as of September l, 20 l 0, by and between Nelnet, Inc. and Union Bank 
and Trust Company, filed as Exhibit I 0.3 to the registrant's Quarterly Report on fonn I 0-Q for the quarter 
ended September 30, 2010 and incorporated by reference herein. 

l 0. 7 First Amendment of Guaranteed Purchase Agreement, dated as of March 22, 2011, by and between Nelnet, 
Inc. and Union Bank and Trust Company, filed as Exhibit 10.2 to the registrant's Quarterly Report on Form 
10-Q for the quarter ended March 31, 2011 and incorporated by reference herein. 

10.8 Amendment of A!,rreemcnts dated as of February 4, 2005, by and between National Education Loan Network, 
Inc. and Union Bank and Trust Company, filed as Exhibit I 0.1 to the registrant's Current Report on Form 8-
K filed on February 10, 2005 and incorporated by reference herein. 

10.9+ Nelnet, Inc. Employee Share Purchase Plan, as amended through March 17, 2011, filed as Exhibit 10.4 to the 
registrant's Quarterly Report on F01m 10-Q for the quarter ended March 3J,2011 and incorporated by reference 
herein. 

I 0.10 Office Building Lease dated June 21, 1996 between Miller & Paine and Union Bank and Trust Company, filed 
as Exhibit 10.3 to the registrant's Current Report on Fonn 8-K filed on October 16, 2006 and incorporated by 
reference herein. 

10.l l Amendment to Office Building Lease dated Jwie 11, 1997 between Miller & Paine and Union Bank and Trust 
Company, filed as Exhibit 10.4 to the registrant's Current Report on Form 8-K filed on October 16, 2006 and 
incorporated by reference herein. 

10.12 Lease Amendment Number Two dated February 8, 2001 between Miller & Paine and Union Bank and Trnst 
Company, filed as Exhibit 10.5 to the registrant's CWTent Report on Form 8-K filed <m October 16, 2006 and 
incorporated by reference herein. 

10.13 Lease Amendment Number Three dated May 23, 2005 between Miller & Paine, LLC and Union Bank and 
Trust Company, filed as Exhibit l 0.6 to the registrant's Cun·ent Report on Form 8-K filed on October 16, 2006 
and incorporated by reference herein. 

10.14*+++ Lease Amendment Number Four dated November 13, 2007 between M & P Building, LLC and Union Bank 
and Trust Company. 

L0.15*+++ Lease Amendment Number Five entered into in September 2008 between M & P Building, LLC and Union 
Bank and Tmst Company. 

l 0.16* Lease Amendment Number Six dated December 15, 2017 between Nelnet Real Estate Ventures, Inc. and Union 
Bank and Trust Company. 

10.17 Lease Agreement dated May 20, 2005 between Miller & Paine, LLC and Union Bank and Trust Company, 
filed as Exhibit l 0. 7 to the registrant's Current Repo1t on Form 8-K filed on October 16, 2006 and incorporated 
by reference herein. 

10.18 Office Sublease dated April 30, 2001 between Union Bank and Trust Company and Nelnet, Inc., tiled as 
Exl1ibit 10.8 to the registrant's Current Report on Form 8-K filed on October 16, 2006 and incorporated by 
reference herein. 

10.19+ Nelnet, lnc. Restricted Stock Plan, as amended through May 22, 2014, filed as Exhibit 10.1 to the registrant's 
Current Report on Fonn 8-K filed on May 28, 2014 and incorporated by reference herein. 

l 0.20+ Nelnet, Inc. Directors Stock Compensation Plan, as amended through April 18, 2008, filed on June 27, 2008 
as Exhibit 99.1 to the registrant's Registration Statement on Form S-8 (Registration No. 333-15191 l) and 
incorporated herein by reference. 

10.21+ Nelnet, Inc. Executive Officers Incentive Compensation Plan, filed as Exhibit 10.2 to the registrant's CutTent 
Report on Form 8-K filed on May 28, 2014 and incorporated by reference herein. 

10.22+ Nelnet, Inc. Executive Officers Incentive Compensation Plan, as amended effective March 9, 2017, filed as 
Exhibit 10.2 to the registrant's Quarterly Report on Form 10-Q for the quarter ended March 31, 2017 and 
incorporated by reference herein. 
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Exhibit Index 

I 0.23 Loan Purchase Agreement, dated as of November 25, 2008, by and between Nelnet Education Loan Funding, 
Inc., f/k/aN~BHELP, INC., acting, where applicable, by and through Wells Fargo Bank, National Association, 
not individually but as Eligible Lender Trustee for the Seller under the Warehouse Agreement or Eligible 
Lender Trust A1,rreement, and Union Bank and Ttust Company, acting in il'i individual capacity and as trustee, 
ft led as Exhibit I 0. 71 to the registrant's Annual Report on Fonn J 0-K for the year ended December 31, 2008 
and incorporated herein by reference. 

10.24 Student Loan Servicing Contract between the United Stales Department of Education and Nelnet Servicing, 
LLC, filed as Exhibit I 0.1 tu the registrant's Quarterly Report on Form I 0-Q for the quarter ended June 30, 
2010 and incorporated herein by reference. 

10.25 Modification of Contract dated effective as of June 17, 2014 for Student Loan Servicing Contract between 
the United States Department of Education and Nelnet Servicing, LLC, filed as Exhibit 10.1 tu the registrant's 
Cun-ent Report on Fonn 8-K filed on June 18, 2014 and incorporated by reference herein. 

IO .26 Modification of Contract dated effective as of September l., 2014 for Student Loau Servicing Contract betw.een 
the United States Department of Education and Nelnet Servicing, LLC, filed as Ex hibit IO. l to the registrant's 
Current Report on Form 8-K filed on September 2, 2014 and incorporated herein by reference. 

10.27 Management Agreement, dated effective as of May I, 20 I l, by Whitetail Rock Capital Management, LLC 
and Union Bank and Trnst Company, filed as Exhibit I 0.3 to the registrant's Quarterly Report on Fmm I 0-Q 
for the quarter ended March 31, 20 l l and incorporated herein by reference. 

10.28 Management Agreement, dated effective as of January 20, 2012, by and between Union Bank and Trust 
Company and Whitetail Rock Capital Management, LLC, filed as Exhibit 10.58 to the registrant's Annual 
Report on Fonn 10-K for the year ended December 31, 201 I and incorporated herein by reference. 

10.29 Management Agreement, dated effective as of October 27, 2015, by and between Union Bank and Trust 
Company and Whitetail Rock Capital Management, LLC, tiled as Exhibit 10.25 to the registrant's Annual 
Report on Fonn I 0-K for the year ended December 31, 2015 and incorporated herein by reference. 

l 0.30 Management Agreement, dated effeeti ve as ofJanuary 4, 20 l 6, by and between Union Bank and Trnst Company 
and W hitetail Rock Capital Management, LLC, filed as Exhibit I 0.1 to the registrant's Qua1terly Report on 
F onn I 0-Q for the quarter ended March 31, 2016 and incorporated herein by reference. 

I 0.3 I Management Agreement, dated effective as ofMarch 23,2017, by and between Un ion Bank and Trust Company 
and Whitetai l Rock Capita l Management, LLC, fi led as Exhibit 10.1 to the registrant's Quarterly Report on 
Form I. 0-Q for the quarter ended March 31, 2017 and incorporated by reference herein. 

I 0.32 Investment Management Agreement, dated effective as of February I 0, 20 I 2, by and among Whitetail Rock 
SLAB Fund I, LLC, Whitetail Rock Fund Management, LLC, and Whitetail Rock Capital Management, LLC, 
filed as Exhibit I 0.4 to tl1e registrant's Quarterly Repo11 on Form I 0-Q for the quarter ended March 31, 2012 
and incorporated herein by reference. 

10.33 Investment Management Agreement, dated effective as of February 14, 2013, by and among Whitetail Rock 
SLAB Fund lll, LLC, Whitetail Rock Fund Management, LLC, and Whitetail Rock Capital Management, 
LLC, filed as Exhibit 10.31 to the registrant's Annual Report on Form I 0-K for the year ended December 31, 
2013 and incorporated herein by reference. 

10.34 Form of Custodian Agreement for Whitetail Rock SLAR Funds by and among the Fund, Whitetail Rock Fund 
Management, LLC, and Union Bank and Trust Company, filed as Exhibit 10.27 to the registrant's Annual 
Report on Form I 0-K for the year ended December 31, 2014 and incorporated herein by reference. 

I 0.35 Form of Administrative Services Agreement for Whitetail Rock SLAB Funds by and among the Fund, Whitetail 
Rock Fund Management, LLC, Adminisystems, Inc., and Union Bank and Trust Company, filed as Exhibit 
10.28 to the registrant's Annual Report on Fonn 10-K for the year ended December 31, 2014 and incoiporated 
herein by reference. 

10.36 Amended and Restated Credit Agreement dated as of October 30, 2015, among Nelnet, Inc., U.S. Bank National 
Association, as Administrative Agent, Lead Arranger and Book Runner, Wells Fargo Bank, National 
Association, as Syndication Agent, and Citibank, N.A. and Royal Bank of Canada, as Co-Documentation 
Agents, and various lender parties thereto, filed as Exhibit 10.1 to the registrant's Quarterly Report on Form 
I 0-Q for the quarter ended September 30, 2015 and incorporated herein by reference. 

10.37 Amendment No. l dated as of December 12, 2016 to the Amended and Restated Credit Agreement dated as 
of October 30, 2015, by and among Nelnet, Inc., U.S. Bank National Associati.ou, as Administrative Agent, 
and various lender parti.es thereto, fi led as Exhibit 10.1 to the registrant's Current Report on Form 8-K fil.ed 
on December 14, 201 6 and incorporated herein by reference. 
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Exhibit Index 

Amended and Restated Guaranty dated as of October 30, 2015, by each of the subsidiaries of Nelnet, Inc. 
signatories thereto, in favor ofU.S. Bank National Association, as Administrative Agent, filed as Exhibit l 0.2 
to the registrant's Qua.i1erly RepoJt on Fonn l 0-Q for the quarter ended September 30, 2015 and incorporated 
herein by reference. 

Annex I to Guaranty dated as ofDecember 12, 2016 to the Amended and Restated Guaranty dated as of October 
30, 2015 by ALLO Conununications LLC, a subsidiary of Nelnet, lnc., in favor of U.S. Bank National 
Associalion, as Administrative Agent, filed as Exhibit l0.2 to the regislrant's Current Report on Form 8-K 
filed on December 14, 2016 and incorporated herein by reference. 

Aircraft Purchase Agreement dated as of May 20, 2013, by and between Galena Air Services Company and 
National Education Loan Network, Inc., filed as Exhibit 10.1 to the rcgistranL's Quarterly Report on Form I 0-
Q for the quarter ended June 30, 2013 and incorporated by reference herein. 

First Amendment of Aircraft Purchase Agreement dated as of June 11, 2013, by and between Galena Air 
Services Company and National Education Loan Net\vork, Inc., filed as Exhibit 10.2 to the registrant's 
Quarterly Report on Form 10-Q for the quarter ended June 30, 2013 and incorporated by reference herein. 

Agreement for Purchase and Sale of Interest in Aircraft dated as of June 25, 2013, by and between National 
Education Loan Network, Inc. and Union Financial Services, lnc., filed as Exhibit 10.3 to the registrant's 
Quarterly Repo11 on Form 10-Q for the quarter ended June 30, 2013 and incorporated by reference herein. 

Aircraft Joint Ownership Agreement dated as of June 25, 2013, by and between National Education Loan 
Network, Inc. and Union Financial Services, Inc., filed as Exhibit 10.4 to the registrant's Quarterly Report on 
Form 10-Q for the quarter ended June 30, 2013 and incorporated by reference herein. 

AircraflManagementAgreement, dated as of June 25, 2013, by and between Duncan Aviation, Inc. and National 
Education Loan Network, Inc. and Union Financial Services, Inc., filed as Exhibit 10.5 to the registrant's 
Quarterly Report on Form 10-Q for the quarter ended June 30, 2013 and incorporated by reference herein. 

Consulting and Services Agreement made and entered into as of May I, 2013, by and between Nelnet, inc., 
and Union Bank and Trust Company, filed as Exhibit I 0.1 to the registrant's Quarterly Report on Form l 0-Q 
for the quarter ended September 30, 2013 and incorporated by reference herein. 

Amended and Restated Consulting and Services Agreement made and entered into as of October 1, 2013, by 
and between Nelnet, inc. and Union Bank and Trust Company, filed as Exhibit 10.2 to the registrant's Quarterly 
Report on Form l 0-Q for the quarter ended September 30, 2013 and incorporated by reference herein. 

Master Private Loan Program Agreement dated as of December 22, 20l4, by and between Union Bank and 
Trust Company and Nelnet, Inc., filed as Exhibit l0.43 to the registrant's Annual Report on Form 10-K for 
the year ended December 31, 2014 and incorporated herein by reference. 

Education Loan Marketing and Referral Agreement dated as of December 22, 2014, by and between Nelnet 
Consumer Finance, Inc. and Union Bank and Trust Company, filed as Exhibit I 0.44 to the registrant's Annual 
Report on Form 10-K for the year ended December 31, 2014 and incorporated herein by reference. 

Private Student Loan Origination and Servicing Agreement dated as of December 22, 2014, by and between 
Nelnet Servicing, LLC and Union bank and Trust Company, filed as Exhibit l 0.45 to Ute registrant's Annual 
Report on Form 10-K for the year ended December 31, 2014 and incorporated herein by reference. 

Guaranteed Purchase Agreement dated as of December 22, 2014, by and between Nelnet, lnc. and Union Rank 
and TrusL Company, filed as Exhibit 10.46 to the registrant's Annual Report on Fonn l 0-K for the year ended 
December 31, 2014 and incorporated herein by reference. 

Private Loan Sale Agreement dated as of October 9, 2014, by and between Nelnet, lnc. and Union Bank and 
Trust Company, filed as Exhibit 10.47 to the registra.i1t's Annual Report on Form 10-K for the year ended 
December 31, 2014 and incorporated herein by reference. 

Private Student Loan Servicing Agreement dated as of October 9, 2014, by and between Nelnet Servicing, 
LLC and Union Bank and Trust Company, filed as Exhibit 10.48 to the registrant's Annual Report on Form 
I 0-K for the year ended December 31, 2014 and incorporated herein by reference. 

First Amendment of Loan Servicing Agreement dated as of September 27, 20 l 3, by and between Nelnet, Inc. 
and Union Bank and Trust Company, filed as Exhibit 10.49 to the registrant's Annual Report on Fonn 10-K 
for the year ended Decemb~r 31, 2014 and incorporated herein by reference. 

Private Loan Servicing Letter Agreement dated as of February 27, 2017, by and between Nelnet Servicing, 
LLC and Union Bank and Trust Company. 
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10.55* Fonn ofTrust/Custodial/SafokccpingAgreement by and between National Education Loan Network, lnc., as 
Principal, and Union Bank and Trust Company, as Tmstee. 

l 0.56* Form of Special Investment Directions by National Education Loan Network, fnc. and its affiliates, as Principal 
under the Form of Trust/Custodial/Safekeeping Agreement between Principal and Union Bank and Trnst 
Company, as Trustee. 

21 .1 * Subsidiaries of Nelnet, Inc. 

23.1 * Consent ofKPMG LLP, Independent Registered Public Accounting Firm. 

31.1 * Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 of Chief Executive Officer Jeffrey 
R. Noordhoek. 

3 l.2* Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of2002 of Chief Financial Officer James D. 
Kruger. 

32** Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley 
Act of 2002. 

IOI.INS* XBRL Instance Document 

101.SCH* XBRL Taxonomy Extension Schema Document 

101. CAL* XBRL Taxonomy Extension Calculation Linkbase Document 

101.DEF• XBRL Taxonomy Extension Definition Linkbasc Document 

l O I. LAB* XBRL Taxonomy Extension Label Linkbase Document 

IOI.PRE* XBRL Taxonomy Extension Presentation Linkbase Document 

* Filed herewith 

** furnished herewith 

+ Indicates a management contract or compensatory plan or arrangement contemplated by Item 15(a)(3) on 
Form 10-K. 

++ Pursuant to ltem 60l(b)(2) of Regulation S-K, certain schedules and similar attachments to the exhibit have been 
omitted. The registrant hereby agrees to fiunish supplcmentally a copy of any omitted schedule or attachment to the 
U.S. Securities and Exchange Commission upon request. The exhibit is not intended to be, and should not be relied 
upon as, including disclosures regarding any facts and circumstances relating to the registrant or any of its subsidiaries 
or affiliates. The exhibit contains representations and warranties by the registrant and the other parties that were made 
only for purposes of the agreement set forth in the exhibit and as of specified dates. The representations, warranties, 
and covenants in the agreement were made solely for the benefit of the parties to the ahrreement, may be subject to 
limitations agreed upon by the contracting parties (including being qualified by confidential disclosures made for the 
purposes of allocating contractual risk between the parties to the agreement instead of establishing these matters as 
facts), and may apply contractual standards of materiality or material adverse effect that generally differ from those 
applicable to investors. In addition, information concerning the subject matter of the representations, warranties, and 
covenants may change after the date of the agreement, which subsequent information may or may not be fully reflected 
in the registrant's public disclosures. 

-H-+ Filed herewith for purposes of providing a complete set of all amendment documents to the Office Building Lease by 
and among M & P Building, LLC and Union Bank and Trust Company. The Office Building Lease and all prior 
amendment documents thereto have been previously filed. 

± Certain portions of this exhibit have been redacted and are subject to a confidential treatment order granted by the U.S. 
Securities and Exchange Conunission pursuant to Rule 24b-2 under the Securities Exchange Act of 1934. 

ITEM 16. li'ORM 10-K SUJ.VIMARY 

The Company has elected not to include an optional summary of infonnation required by Form 10-K. 
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By: Isl JEFFREY R. NOORDHOEK 

Name: Jeffrey R. Noordhoek 
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(Principal Executive Officer) 
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Report of Independent Registered Public Accounting Firm 

To the shareholders and board of directors 

Nelnet, Inc. : 

Opinion on the Consolidated Financial Statements 

We have audited the accompanying consolidated balance sheets of Nelnet, Inc. and subsidiaries (the "Company") as of 
December 31, 2017 and 2016, the related consolidated statements of income, comprehensive income, shareholders' equity, and 
cash flows for each of the years in the three-year period ended December 31, 2017, and the related notes (collectively, the 
"consolidated financial statements"). In our opinion, the consolidated financial statements present fairly, in all material respects, 
the financial position of the Company as of December 31, 2017 and 2016, and the results of its operations and its cash flows for 
each of the years in the three-year period ended December 3 l, 2017, in conformity with U.S. generally accepted accounting 
principles. 

We also have audited, in accordance with the standards of the Pub.lie Company Accounting Oversight Board (United States) 
("PCAOB"), the Company's internal control over financial reporting as of December 31, 2017, based on criteria established in 
Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway 
Commission, and our report dated February 27, 2018 expressed an unqualified opinion on the effectiveness of the Company's 
internal control over fmancial reporting. 

Basis.for Opinion 

These consolidated financial statements are the responsibility of the Company's management. Our responsibility is to express an 
opinion on these consolidated financial statements based on our audits. We are a public accounting firm registered with the PCAOB 
and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the 
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement, whether 
due to error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the consolidated 
financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included 
examining, on a test basis, evidence regarding the amounts and disclosures in tl1e consolidated financial statements. Ow- audits 
also included evaluating the accounting p1inciples used and significant estimates made by management, as well as evaluating the 
overall presentation of the consolidated financial statements. We believe that ow- audits provide a reasonable basis for our opinion. 

/s/KPMG LLP 

We have served as the Company's auditor since 1998. 

Lincoln, Nebraska 
February 27, 2018 
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Assets: 

NELNET, INC. ANl> SURSIDIARJES 

Consolidated Balance Sheets 
December 31, 2017 and 2016 

Loans receivable (net of allowance for loan losses of $54,590 and $51,842, respectively) $ 

Cash and cash equivalents: 
Cash and cash equivalents - not held at a related party 

Cash and cash equivalents - held at a related party 

Total cash and cash equivalents 

Investments and notes receivable 

Restricted cash 

Restricted cash - due ki customers 

Loan accrued interest receivable 

Accounls receivable (net of allowance for doubtful accounts of $1,436 and $1,549, respectively) 
Goodwill 
Intangible assets, net 
Property and equipment, net 
Other assets 
Fair value of derivative instruments 

Total assets 

Liabilities: 

Bonds and notes payahle 

Accrued interest payable 
Other li11hilil.it':s 

Due to customers 

Fair value of derivative instruments 

Total liabilities 

Commitments and contingencies 
Equity: 

Nelnet, Inc. shareholders' equity: 
Preferred stock, $0.01 par value. Authorized 50,000,000 shares; no shares issued or outstanding 

Common stock: 
Class A, $0.0 I par value. Aulhorized 600,000,000 shares; issued and outstanding 29,341,517 

shares and 30,628,112 shares, respectively 
Class R, convertible, $0.01 par value. Authorized 60,000,000 shares; issued an<l outstanding 

11,468,587 shares and 11,476,932 shares, respectively 
Additional paid-in capital 

Retained earnings 

Accwnulated other comprehensive earnings 

Total Nelnet, Inc. i;hareholders' equity 

Noncontrolling interests 

Total equity 

Total liabilities and equity 

Supplemental information - assets and liabilities of consolidated education lending variable 
interest entities: 

Student loans receivable 

Restricted cash 

Accrued interest receivable and other assets 

Bonds and notes payable 

Accrued interest payable and other liabilities 
Fair value of derivative instruments, net 

Net assets of consolidated education lending variable interest entities 

See accompanying notes to consolidated financial slalernenls. 
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$ 

$ 

$ 

$ 

$ 

2017 2016 

(Dollars in thousands, except share data) 

21,814,507 

6,982 

59,770 

66,752 

24(),538 

688,193 

187,121 

430,385 

54,410 

138,759 
38,427 

248,051 
56,474 

81& 

23,964,435 

21,356,573 

50,039 

198,252 

187,121 

7,063 

21,799,048 

293 

115 

521 

2,143,983 

4,617 

2,149,529 

15,858 

2,165,387 

23,964,435 

21,909,476 

641,994 

431,934 

(21,702,298) 

(168,637) 

1,112,469 

24,903,724 

7,841 

61,813 

69,654 

254,144 

980,961 

119,702 

391,264 

43,972 

147,312 
47,813 

123,786 
23,232 
87,531 

27,193,095 

24,668,490 

45,677 

210,475 

119,702 

77,826 

25,122,170 

306 

115 

420 

2,056,084 

4,730 

2,061,655 

9,270 

2,070,925 

27,193,095 

25,090,530 

970,306 

390,504 

(25,105,704) 

(290,996) 
(66,453) 

988,187 



NELNET, INC. AND SUBSIDIARIES 

Consolidated Statements of Income 

Years ended December 31, 2017, 2016, and 2015 

2017 2016 2015 

(Dollars in thou.sands, except share data) 

Interest income: 

Loan interest 

Investment interest 

Total interest income 

Interest expense: 

Interest on bonds and notes payable 

Net interest income 

Less provision for loan losses 

Net interest income after provision for loan losses 

Other income: 

Loan systems and servicing revenue 

Tuition payment processing, school infonnation, and campus commerce revenue 

Communications revenue 

Enrollment services revenue 

Other income 

Gain on sale of loans and debt repurchases, net 

Derivative market value and foreign cwTency transaction adjustments and 
derivative settlements, net 

Total other income 

Operating expenses: 

Salaries and benefits 

Depreciation and amortization 

Loan servicing foes 

Cost to provide conununications services 

Cost to provide enrollment services 

Other expenses 

Total operating expenses 

Income before income taxes 

Income tax expense 

Net income 

Net loss (income) attributable to noncontrolling interests 

Net income aurihutable to Nelnet, Inc. 

Eamings per conunon share: 

Net income attributable to Nelnet, Inc. shareholders - basic and diluled 

Weighted average common shares nutstanding - basic and diluted 

Sec accompanying notes tQ consolidated financial statements. 
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$ 

$ 

$ 

757,731 

12,695 

770,426 

465,188 

305,238 

14,450 

290,788 

223,000 

145,751 

25,700 

52,826 

2,902 

(18,554) 

431,625 

301,885 

39,541 

22,734 

9,950 

121,619 

495,729 

226,684 

64,863 

161,821 

11,345 

173,166 

4.14 

41,791,941 

751,280 

9,466 

760,746 

388,183 

372,563 

13,500 

359,063 

214,846 

132,730 

17,659 

4,326 

53,929 

7,981 

49,795 ----
481,266 

255,924 

33,933 

25,750 

6,866 

3,623 

115,419 

441,515 

398,814 

141,313 

257,501 

(750) 

256,751 

6.02 

42,669,070 

726,258 

7,851 

734,109 

302,210 

431,899 

10,150 

421,749 

239,858 

120,365 

51,073 

47,262 

5,153 

4,401 

468,112 

247,914 

26,343 

30,213 

41,733 

123,014 

469,217 

420,644 

152,380 

268,264 

(285) 

267,979 

5.89 

45,529,340 



NELNET, INC. AND SUBSIDIARIES 

Consolidated Statements of Comprehensive Income 

Years ended December 31, 2017, 2016, and 2015 

2017 2016 
(Dollars in thousands) 

Net income 

Other comprehensive (loss) income: 

A\~ftllaio:~ i'€Jr-s;a.l'~ SOOll:'t'i:ties: 
Unrealized holding gains (losses) arising dwing period, net 

Re~$'i.fica,tien adjustnn:e,it for gai:1,1s r~gnize-d in .nei inc~me, 1>1t1t o.f l©sse.s 

Income tax effect 

To(iq e.til:er eomirrietietgg';l'e Q0Ss) in~me 

Comprehensive income 

Ct>~relreiasi~ los~ (rn~me) at,tributable to naneo~110.tl:ill1lg ir,¢ere:sts 

Comprehensive income attributable to Nelnet, Inc. 

See accompanying notes to consolidated financial statements. 
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$ 161,821 251,501 

2,349 5,789 

(2,Se®) (L,90?) 

66 (1,436) 

( L 13) 2,446 

161,708 259,947 

11,34$ (750) 

$ 173,053 259,197 

2015 

268,264 

(1,570) 

(2,955) 

1,674 

(2,851) 

265,413 

(285) 

265,128 



NELNET, INC.AND SUBSIDIAR1ES 

Consolidated Statements of Sbarehold~rs· Equity 

Years ended December 31, 2017, 2016, and 2015 
Nein&. Inc, ,S!Jatd.nldt.n 

Common stot" !h•te.t 
A«umttl#.tcd 

r«r<m4 ausA c,,.,~ Addlrloo•I ()ltlt:r 
stock Prtf~rnxf ccimman common p1fd-fn kcbfn<d c:orapn.-ltc11.1h·e N-0htOJ1ft'<l11ing 
,tt.,t:t Cl,,.A CfanB MGCI< srodc ,tock c.apfbll urolc118* taming, fatec+st.t 'f•W"'lult)' --- --- --- --- -

(Dolla.rs in thousands, except share data) 

B•l..,<ea. ofDe<:cmber 31, 2014 34,7S6,)84 11,486.932 $ 348 IIS 17,290 1,702,560 S,13S 230 1,725,673 

h s\ljll1cc 9rnun«>nrrx,Hlng 
in(Cl'C,I( - ,,443 7,44~ 

Net inoome 267,979 28S 268,264 

0 rhcn c0fonr,,.hcn$lvc loso ri,~SI) (2,SSI ) 

Distribution to noncontrollint; 
interests (2.32) (232) 

C.W1 ,ltY:i~'l<W1'11' 011l3S.li'. ~od 
t 1w BG11Ju,..i11 '~ - $!!Jl 
i'<(Qll'I! 1~-s.i (19;02.5) 

lssu11nce of common stuok, net uf 
forfeitures 159,303 2 3,860 3,862 

~~=~11 ~l~furi~: 
5.188 S,18S 

Rcpurcba,c of common stock (2,449,159) (2S) (26,338) (69,806) (96,169) 

Cci,,v.c,sfon qfeommon Jtock 10,000 (1().000) - - - - -- --- ----
B.J81lcCas ofDoccmber 31, 201S 32,476,S2S 11,476,932 32S 115 1,881,708 2,284 7,726 1,892,158 

l~ce of,noncorltrolllng, 
mldc.!UJ 1.366 1,366 

Net i~oome 2S6,7SI 7SO 257,501 

Otbor cnmprebc:n11ve income '2.446 2,446 

Dis1ribution to noneonrrotw,g 
interests (S72) (S72) 

Cah<fi>~t!IIC!t~/, 11.!,.:i 
O~-B qont'llill..;,.~, tll.50 
Fi\ltED: (21,188) (21,183) 

bsuance of onmmon ,tock. ,1et of 
lbrfclrutc~ 189,952 4,218 4,219 

CoiMtn&ii\t'i>,n ~fl,!< liirlltl::k 
~&'1eif . .. 'llirls 4,lm 4,086 

Repurehase of common stocl< (2,038,368) (20) (7,884) (61,187) (69,091) --- - ----- ----
llnlancc ~ or O..:cmbcr J l, io 16 30,623,112 11 ,476.932 306 us 420 2.0S6,(IS4 4.730 9'270 2.010:n s 

l$suuncc of noncontrolling 
interests 19,S78 19,578 

Ncl lnconie'(I~) 173,166 (11 ,345) 161,821 

Olh<r <:omprd\(;(lll.ivc loss (113) (Ill) 

1;>i~1n'1>udon ro uanc~nll'Oll1"3 
in)-Ct<Sl$ (J,64S) (l ,6'1S1 

C"'lh dividonds <>n Cla8s A ond 
Cws B co!IIO!Oo :!lock • $0.S8 
per shore (24,097) (24,097) 

ti,uunc1> of,~omm6n $t0<k, net of 
forfcitur"" 178,114 2 3,6 19 l.621 

~=r..:~• expense for stock 4,19.3 4,193 

Rcpun;)ln.., of common £03cll (l,m.OS4) (IS) (7,711 ) (6J, 1'10j (6$.89~ 

Conver,ion of oommon swck 8,'.145 (8,345) --- --- --- ----
81JJAJ>e'e iuofl:>eccmber31, 20117 29,341 ,517 11 ,-168,587 s 293 IIS 52.l 2,143.983 4,61'7 U,858 l,t6.1,)87 --- - - - - - - - ------ --- --- --- ----

See accompanying notes to consolidated fmancial statements. 
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NELNF,T, JNC. AND SUBSIDIARIES 
Consolidated Statements of Cash Flows 

Years ended Occcmhcr 31, 2017> 2016, and 2015 
2017 2016 

(Dollars in thousands) 
Net income attributable to Nelnet, Inc. $ 173,166 256,751 
Ncl (loss) income attributable to noncontrolling interests (112345) 750 

Net income 161,821 257,501 
Adjustment.~ to reconcile net income to net cash provided by operating activilies, net of acquisitions: 

Depreciation and amortiwtion, including debt discmmts and loan premiums and deferred origination 
137,823 122,547 costs 

Loan discount accretion (44,812) (40,617) 
Provision for loan losses 14,450 13,500 
D~rivative market value adjustment (26,379) (59,895) 
Unrealized fo1·eigu currency transaction adjustment 45,600 (11,849) 
(Payments) proceeds from termination of derivative iustruments, net (30,382) 3,999 
Payments to enter into derivative instruments (929) 
Proceeds from clearinghouse to settle variation margin, net 48,985 
Gaiu on sale ofloan.~, nel 
Gain from debt repurchases, net (2,902) (7,981) 
Gain from sales of available-for-sale .securities, net of losses (2,528) (1,907) 
Deferred income tax (benefit) expense (1,544) 27,005 
Non-cash compensation expense 4,416 4,348 
lmpainnelll expense 3,626 
Olher 3,948 4,215 
Increase in loan accrued interest receivabh: (39,203) (7,439) 
(Increase) decrease in accounts receivable (12,046) 7,454 
(Increase) decrease in other assets (34,457) (2,203) 
Increase in accrued interest pay~hk 4,362 14,170 
(Decrease) increase in other liabilities (2,341) 2409 

Net cash provided by operating activities 227,508 325,257 
Cash f1ows from investing activities, net of acquisitions: 

Purchases of loans (325,476) (349,144) 
Net proceeds from loan repayments, claims, capitalized interest, and other 3,363,526 3,735,772 
Proceeds from sale of loans 53,203 44,760 
Purchases of available-for-sale securities (128,523) (94,673) 
Proceeds from sales of available-for-sale securities 156,540 144,252 
Purchase~ of investments and issuance of notes receivable (29,339) (22,361) 
Proceeds from investments and notes receivable 11,545 15,898 
Pw·chascs of propcny and equipment (156,005) (67,602) 
Decrease (increase) in restricted cash, net 320,108 (147,487) 
Business and asset acquisitions, net of cash acquired 
Proceeds from sale of business. net 4 511 

Net cash pr{ivided by itivesting activities 3,270,090 3.259.415 
Cash Hows froin linancing activities, net of borrowings asswncd: 

Payments on bonds and notes payable (5,403,224) (4,134,890) 
Proceeds from issua1,ce of bonds and notes payable 1.984.558 650,909 
Payments of debt issuance costs (6,497) (5,845) 
Payment of contingent consideration (850) 
Dividends paid (24,097) (21,188) 
Repurchases of conunon stock (68,896) (69'°91) 
Proceeds from issuance of common stock 678 889 
Issuance of noncontrolling interests 19,473 1,241 
Distribution to nonconttolling interests (1,645) (572) 

Net cash used in financing activities (3.500.500) (3.578.547) 
Net (decrease) increase in cash and cash equivalents (2,902) 6,125 

Cash and cash equivalents, beginning {lf year 69.654 63.529 
Cash and cash equivalents, end of year $ 66,752 69 654 

Cash disbursements made for: 

Interest 1 390.278 301 118 
Income taxes, net of refunds $ 96!721 115,415 

Noncash investi11g and financing activities: 

Loans and other assets acquired $ 
Borrowings and otb.cr liabilities assumed in acquisition onoans $ 
lssu311ce of noncontrolling interest $ 20 

Supplemental disclosures of noncash operating and investing activities regarding the Company's business acquisition is contained in note 8 . 

.Sec accompanying notes to co11solidatcd financial statements. 
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2015 

267,979 
285 

268,264 

123,736 

(43,766) 
10,150 
15,150 

(43,801) 
65,527 
(2,936) 

(351) 
(4,802) 
(2,955) 
7,049 
5,347 

755 
(3,819) 
1,061 

375 
.5,117 

rn,13t.D 
391 365 

(2,189,450) 
3,668,302 

3,996 
(100,476) 

95,758 
(93,948) 
29,799 

(16,761) 
67,108 

(46,966) 

1.417,362 

(4,368,180) 
2,614,595 

(11,162) 

(19,025) 
(96,169) 

801 
3,693 
(232) 

(1.875.679) 
(66,952) 
130.481 
63 529 

228,248 
1471235 

2.0251453 
1,885,453 
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NF..LN}:l~ JNC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 

(Dollars in thousands, except share amounts, unless otheiwise noted) 

1. Description of Business 

Nelnet, Inc. and its subsidiaries ("Nelnet" or the "Company") is a diverse company with a focus on delivering education-related 
products and services and loan asset management. The largest operating businesses engage in loan servicing, tuition payment 
processing and school infonnation systems, and conununications. A Sila,rnificant portion of the Company's revenue is net interest 
income ca.med on a portfolio of federally insured student loans. The Company also makes investments to further diversify the 
Company both within and outside of its historical core education-related businesses, including, but not limited to, investments in 
real estate and start-up ventures. Substantially all revenue from external customers is earned, and all long-lived assets are located, 
in the United States. 

The Company was formed as a Nebraska corporation in 1978 to service federal student loans for two local banks. The Company 
built on this initial fmmdation as a servicer to become a lea.cling originator, holder, and servicer offederal student loans, principally 
consisting of loans originated under the Federal Family Education Loan Program ("FFELP" or "FFEL Program") of the U.S. 
Department of Education (the "Department"). 

The Health Care and Education Reconciliation Act of2010 (lhe "Reconciliation Act of20 l O") discontinued new loan originations 
under the FFEL Program, effective July l, 20 I 0, and requires that all new federal student loan originations be made directly by 
the Department through the Federal Direct Loan Program. This law does not alter or affect the terms and conditions of existing 
FFELP loans. As a result of this law, the Company no longer originates new FFELP loans. To reduce its reliance on interest 
income on student loans, the Company has expanded its services and products. This expansion has been accomplished through 
intemal growth and innovation as well as business acquisitions. 

The Company has four reportable operating segments. The Company's reportable operating segments include: 

• Loan Systems and Servicing 
• Tuition Payment Processing and Campus Commerce 
• Communications 
• Asset Generation and Management 

A description of each reportable operating segment is included below. See note 15 for additional information on the Company's 
segment reporting. 

Loan Systems and Servicing 

The primary service offerings of the Loan Systems and Servicing operating segment include: 

• Servicing federally-owned student loans for the Department of Education 
• Servicing FFELP loans 
• Originating and servicing private education and consumer loans 
• Providing student loan servicing software and other information technology products and services 
• Providing outsourced services including call center, processing, and marketing services 

In addition, this segment provided servicing and outsourcing services for FFELP guaranty agencies, including FFELP guaranty 
collection services, through June 30, 2016. 

The Loan Systems and Servicing operating segment provides for the servicing of the Company's student loan portfolio and the 
portfolios of third parties. The loan servicing activities include loan conversion activities, application processing, bon·ower updates, 
customer service, payment processing, due diligence procedures, funds management reconciliations, and claim processing. These 
activities are performed internally for the Company's portfolio in addition to generating external fee revenue when pe1formed for 
third-patty clients. 

Tue Company is one of four private sector companies (referred to as Title IV Additional Servicers, or "TIVAS") awarded a student 
loan servicing contract by the Department to provide additional servicing capacity for loans owned by the Department. 

This operating segment also provides student loan servicing software, which is used internally by the Company and licensed to 
third-party student loan holders and servicers. These software systems have been adapted so that they can be offered as hosted 
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N.RLNa,:T, INC. AND SUBSIDIARffiS 
Notes to Consolidated Financial Statements .. (continued) 

(Dollars in thousands, except share amounts, unless otherwise noted) 

servicing software solutions usable by third patties to service various types of student loans, including Federal Direct Loan Program 
and FFEL Program loans. 

This segment also provides business process outsourcing specializing in contact center management. The contact center solutions 
and services include taking inbound calls, helping with outreach campaigns and sales, and interacting with customers through 
multi-channels. 

In addition, this operating sebrment provided servicing activities for guaranty agencies, which serve as intermediaries between the 
Department and FFELP lenders, and are responsible for paying the claims made on defaulted loans. The services provided by the 
Company included providing software and data center services, bon-ower and loan updates, default aversion tracking services, 
claim processing services, and post-default collection services. The Company's guaranty servicing and collection revenue was 
earned from two guaranty servicing clients. A contract with one client expired on October 31, 2015, and was not renewed. The 
remaining guaranty servicing client exited the FFELP guaranty business at the end of their contract term on June 30, 2016, and 
after this date the Company has no remaining guaranly servicing and collection revenue. 

Tuition Payment Processing and Campu.<i Cmnmerce 

The Company's Tuition Payment Processing and Campus Conunerce operating segment provides products and services to help 
students and families manage the payment of education costs at all levels (K-12 and higher education). In addition, this operating 
segment provides K-12 private and faith-based schools (i) school infom1ation system software that help schools automate 
administrative processes such as admissions, scheduling, student billing, attendance, and grade book management and (ii) 
professional development and educational instmction services. This segment also provides innovative education-focused 
technologies, services, and support solutions to help schools with the everyday challenges of collecting and processing conunerce 
data. 

In the K-12 market, the Company offers actively managed tuition payment plans and billing services, school information system 
and learning management software, professional development and educational instruction services, and assistance with financial 
needs assessment and donor management. In the higher education market, the Company primarily offers actively managed tuition 
payment plans and campus commerce technologies and payment processing. 

Outside of the education market, the Company also offers payment services including electronic transfer and credit card processing, 
reporting, billing and invoicing, mobile and virtual tenninal solutions, and specialized integrations to business sofuvare. 

Communications 

On December 31, 2015, the Company pw·chased the majority of the ownership interests of ALLO Communications LLC ("ALLO"). 
ALLO provides pure fiber optic service to homes and businesses for internet, broadband, television, and telephone services. The 
acquisition of ALLO provides additional diversification of the Company's revenues and cash flows outside of education. In 
addition, the acquisition leverages the Company's existing infrastructure, customer service capabilities and call centers, and financial 
strength and liquidity for continued growth. For financial reporting purposes, the Company provides the operating results of ALLO 
as a separate reportable operating segment. The ALLO assets acquired and liabilities assumed were recorded by the Company at 
their respective estimated fair values at the date of acquisition. As such, ALLO's assets and liabilities as of December 31, 2015 
are included in the Company's consolidated balance sheet. However, ALLO had no impact on the consolidated statement of income 
for 2015. Beginning January 1, 2016, the Company began to reflect the operations of ALLO in the consolidated statements of 
income. 

ALLO derives its revenue primarily from the sale of communication services to residential and business customers in Nebraska. 
Internet, broadband, and television services include revenue from residential and business customers for subscriptions to ALLO's 
video and data products. ALLO data services provide high-speed internet access over ALLO's all-fiber network at various 
symmetrical speeds ofup to l gigabit per second for residential customers and is capable of providing symmetrical speeds of over 
l gigabit per second for business customers. Local calling services include fiber telephone service and other basic services. Long
distance services include traditional domestic and international long distance which enables customers to make calls that terminate 
outside their local calling area. 
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NELNET, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements - (continued) 

(Dollars in thousands, except share amounts, unless otherwise noted) 

Asset <ieneration and Management 

The Company's Asset Generation and Management operating segment includes the acquisition, management, and ownership of 
the Company's loan assets. Substantially all loan assets included in this segment are student loans originated tmder the FFEL 
Program, including the Stafford Loan Program, the PLUS Loan prot:,rram, and loans that reflect the consolidation into a single loan 
of certain previously separate borrower obligations ("Consolidation" loans). The Company also acquires private education and 
consumer loans. The Company generates a substantial portion of its earnings from the spread, referred to as the Company's loan 
spread, between the yield it receives on its loan portfolio and the associated costs to finance such portfolio. The student loan 
assets are held in a series of education lending subsidiaries and associated securitization trusts designed specifically for this purpose. 
1n addition to the loan spread earned on its po1tfolio, all costs and activity associated with managing the portfolio, such as servicing 
of the assets and debt maintenance, are included in this segment. 

Corporate and Other Activities 

Other business activities and operating segments that are not reportable are combined and included in Corporate and Other Activities. 
Corporate and Other Activities include the following items: 

The operating results of Whitetail Rock Capital Management, LLC ("WRCM"), the Company's SEC-registered investment 
advisor subsidiary 
Income earned on certain investment activities, including real estate and start-up ventures 

• Interest expense incWTcd on unsecured debt transactions 
Other product and service offerings that are not considered reportable operating segments 

Corporate and Other Activities also include certain corporate activities and overhead functions related to executive management, 
human resources, accounting, legal, enterprise risk management, information technology, occupancy, and marketing. These costs 
are allocated to each operating segment based on estimated use of such activities and services. 

2. Recent Developments 

On February 7, 2018, the Company acquired 100 percent of the outstanding stock of Great Lakes Educational Loan Services, Inc. 
("Great Lakes") for a purchase price of$150.0 million in cash. The Company and Great Lakes are two of the four large private 
sector companies, or TIVAS, that have student loan servicing contracts with the Department of Education to provide servicing for 
loans owned by the Department. The operating results of Great Lakes will be included in the Company's Loan Systems and 
Servicing operating segment beginning February 7, 2018. 

3. Summary of Significant Accounting Policies and Prnctices 

Consolidation 

The consolidated financial statements include the accounts ofNelnet, Inc. and its consolidated subsidiaries. In addition, lhe accounts 
of all variable interesl entities ("VlEs") of which the Company has determined that it is the primary beneficiary are included in 
the consolidated financial statements. All significantintercompany balances and transactions have been eliminated in consolidation. 

Variable Interest Entities 

The following entities arc VIEs of which the Company has detennined that it is the primary beneficiary. The primary beneficiary 
is the entity which has both: (l) the power to direct the activities of the VTE that most significantly impact the VIE's economic 
performance, and (2) the obligation to absorb losses or receive benefits of the entity that could potentially be significant to the 
VIE. 

The Company's education lending subsidiaries are engaged in the securitization of education finance assets. These education 
lending subsidiaries hold beneficial inlerests in eligible loans, subject to creditors with specific interests. The liabilities of the 
Company's education lending subsidiaries are not the direct obHgations of Nelnet, Inc. or any of its other subsidiaries. Each 
education lending subsidiary is structured lo be banlauptcy remote, meaning that it should not be consolidated in the event of 
bankruptcy of the parent company or any other subsidiary. The Company is generally the administrator and master servicer of the 
securitized assets held in its education lending subsidiaries and owns the residual interest of the securitization trusts. As a result, 
for accounting purposes, the transfers of student loans to the sccuritization trusts do not qualify as sales. Accordingly, all the 
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NELNlU, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements - (continued) 

(Dollars in thousands, except share amounts, unless otherwise noted) 

financial activities and related assets and liabilities, including debt, of the securitizations arc reflected in the Company's consolidated 
financial statements and are sununa1ized as supplemental information on the balance sheet. 

The Company owns 91.5 percent of the economic rights of ALLO Communications LLC and has a disproporlional 80 percent of 
the voting rights related to all operating decisions for ALLO's business. See note 1, "Description of Business," for a description 
of ALLO, including the primary services offered. ALLO's management, as current minority members, has the opportunity to earn 
an additional 11.5 percent of the total ownership interests based on the financial perfonnance of ALLO. In addition to the Company's 
equity investment, Nelnet, lnc. (the parent) has issued a $270.0 million line of credit to ALLO. As of December 31, 2017 and 
2016, the outstanding balance, including accrued interest, on the line of credit was $193 .1 million and $58.0 million, respectively. 
Nelnet, Inc. 's maximum exposure to loss as a result of its involvement with ALLO is equal to its equity investment and the 
outstanding balance and accrned interesL on the line of credit. The amounts owed by ALLO to Nelnet, Inc., including the interest 
costs incurred by ALLO and interest earnings recognized by Nelnet, Inc., are not reflected in the Company's consolidated balance 
sheet as they were eliminated in consolidation. All of ALLO's financial activities and related assets and liabilities, excluding the 
line of credit, are reflected in the Company's consolidated financial statements. Sec note 15, "Segment Reporting," for disclosure 
of ALLO's total assets and results of operations (included in the "Communications" operating segment), note l 0, "Goodwill," for 
disclosw-e of ALLO's goodwil I, and note L l, "Property and Equipment," for disclosure of ALLO 's fixed assets. ALLO's goodwill 
and property and equipment comprise the majority of its assets. The assets recognized as a result of consolidating ALLO are the 
prope1iy of ALLO and arc not avai !able for any other purpose, other than to Nelnet, Jnc. as a secured lender under ALLO's line of 
credit. 

Noncontrolling Interests 

Amounts for noncontrolling interests reflect the proportionate share of membership interest (equity) and net income attributable 
to the holders of minority membership interests in the following entities: 

• Whitetail Rock Capital Management, LLC - WRCM is the Company's SEC-registered investment advisor subsidiary. 
WRCM issued l O percent minority membership interests on January l, 2012. 

ALLO Communications LLC - On December 31, 2015, the Company purchased 92.5 percent of the ownership interests 
of ALLO. On January 1, 2016, the Company sold a 1.0 percent.ownership interest in ALLO to a non-related third-party. 
The remaining 7.5 percent of the ownership interests of ALLO is owned by ALLO management, who has the opportunity 
to earn an additional 11.5 percent (up to 19 percent) of the total ownership interests based on the financial performance 
ofALLO. 

• 401 Building, LLC ("401 Building") - 401 Building is an entity established on October 19, 2015 for the sole purpose of 
acquiring, developing, and operating a commercial building. The Company owns 50 percent of 401 Building. 

• TDP Phase Three., LLC ("TDP") and TDP Phase Three-NMTC ("TDP-NMTC") - TDP and TDP-NMTC are enlities that 
were established in October 2015 for the sole purpose of developing and operating the new headquarters of Hudl. The 
Company owns 25 percent of each TDP and TDP-NMTC. 

• 330-333 Building, LLC ("330-333 Building")- 330-333 Building is an entity established on January 14, 2016 for the sole 
purpose of acquiring, developing, and operating a commercial building. The Company own.s 50 percent of 330-333 
Building. 

The Company is a tenant in the 40 I Building, the headquarters ofHudl, and the 330-333 Building. Because the Company, 
as lessee, was involved in the asset constrnction, 401 Building, TDP, TDP-NtvlTC, and 330-333 Building are included 
in the Company's consolidated fmancial statements. 

GreatNet Solutions, LLC ("GreatNet") - GreatNet is a joint venture created to respond to an initiative by the Dcpa1tment 
for the procurement ofa contract for federal student loan servicing. As of December 31, 2017, Nelnet Servicing, LLC 
("Nelnet Servicing''), a subsidiary of the Company, and Great Lakes each owned 50 percent of the ownership interests 
in GreatNet. For financial reporting purposes, the balance sheet and operating results of GreatNet are included in the 
Company's consolidated financial statements and presented in the Company's Loan Systems and Servicing operating 
segment. On February 7, 2018, the Company purchased I 00 percent of the outstanding stock of Great Lakes. See note 
2, "Recent Developments" for additional infonnation on this business acquisition. 
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Use of Estimates 

NELNET, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements-(continued) 

(Dollars in thousands, except .share amounts, unless otherwise noted) 

The preparation of the consolidated financial statements in conformity with U.S. generally accepted accounting principles 
("GAAP") requires management to make a number of estimates and asswnptions that affect the repo11ed amounts of assets and 
liabilities, reported amounts ofrevenues and expenses, and other disclosures. Actual results may differ from those estimates. 

Loans Receivable 

Loans consist offederally insured student loans, private education Joans, and consumer loans. Jfthe Company has the ability and 
intent to hold loans for the foreseeable future, such loans are held for investment and carried at amo1tized cost. Amortized cost 
includes the lUlamortized premium or discount and capitalized origination costs and fees, all of which are amortized to interest 
income. Loans which are held-for-investment also have an allowance for loan loss as needed. Any loans the Company has the 
ability and intent to sell are classified as held for sale and are carried at the lower of cost or fair value. Loans which are held for 
sale do not have the associated premiwn or discollilt and origination costs and fees amortized into interest income and there is also 
no related allowance for Joan losses. There were no loans classified as held for sale as of December 31, 20 l 7 and 2016. 

Federally insured loans were originated under the FFEL Program by certain eligible lenders as defined by the Higher Education 
Act of 1965, as amended (the "Higher Education Act"). These loans, including related accmed interest, are guaranteed at their 
maximwn level permitted W1der the Higher Education Act by an authorized guaranty agency, which has a contract ofrcinsurance 
with the Department. The terms of the loans, which vary on an individual basis, generally provide for repayment in monthly 
installments of principal and interest. Generally, Stafford and PLUS loans have repayment periods between five and ten years. 
Consolidation loans have repayment periods of twelve to thirty years. FFELP loans do not require repayment while the bonower 
is in-school, and during the grace period immediately upon leaving school. The borrower may also be granted a defennent or 
forbearance for a period of time based on need, dw'ing which time the borrower is not considered to be in repayment. Interest 
continues to accrue on loans in the in-school, deferment, and forbearance program periods. In addition, eligible borrowers may 
qualify for income-driven repayment plans offered by the Department. These plans detennine the borrower's payment amount 
based on their discretionary income and may extend their repayment period. Interest rates on federally insured student loans may 
be fixed or variable, dependent upon the type of loan, tenns of the loan agreements, and date of origination. 

Substantially all FFELP loan principal and related accrued interest is guaranteed as provided by the Higher Education Act. These 
guarantees are subject to the performance of certain loan servicing due diligence procedures stipulated by applicable Department 
regulations. If these due diligence requirements are not met, affected student loans may not be covered by the guarantees in the 
event of borrower default. Such student loans are subject to "cure" procedures and reinstatement of the guarantee under certain 
circumstances. 

Loans also include private education and consumer loans. Private education loans are loans to students or their families that are 
non-federal loans and loans not insw-cd or guaranteed under the FFEL Program. These loans are used primarily to bridge the gap 
between the cost of higher education and the ammmt funded through financial aid, federal loans, or borrowers' personal resources. 
The terms of the private education loans, which vary on an individual basis, generally provide for repayment in monthly installments 
of principal and interest over a period of up to 30 years. The private education loans are not covered by a guarantee or collateral 
in the event of borrower default. Consumer loans are unsecured loans to an individual for personal, family, or household purposes. 
The tenns of the consumer loans, which vary on an individual basis, generally provide for repayment in weekly or monthly 
installments of principal and interest over a period ofup to 6 years. 

Allowauce for Loan Losses 

The allowance for loan losses represents management's estimate of probable losses on loans. The provision for loan losses reflects 
the activity for the applicable period and provides an allowance at a level that the Company's management believes is appropriate 
to cover probable losses inherent in the loan portfolio. The Company evaluates the adequacy of the allowance for loan losses on 
its federally insured loan portfolio separately from its private education and conswner loan portfolios. These evaluation processes 
are subject to numerous judgments and uncertainties. 

The allowance for the federally insured loan portfolio is based on periodic evaluations of the Company's loan portfolios considering 
loans in repayment versus those in a nonpaying status, delinquency status, trends in defaults in the portfolio based on Company 
and industry data, past experience, trends in student loan claims rejected for payment by guarantors, changes to federal student 
loan programs, clUTent economic conditions, and other relevant factors. The federal govenunent guarantees 97 percent of the 
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Notes to Consolidated Financial Statements -(continued) 

(Dollars in thousands, except share amounts, unless otherwise noted) 

principal of and the interest on federally insured student loans disbursed on and atter July I, 2006 ( and 98 percent for those loans 
disbursed on and after Oct()ber I, 1993 and prior to July 1, 2006), which limits the Company's loss exposure on the outstanding 
balance of the Company's federally insured portfolio. Student loans disbursed prior to October l, 1993 are fully insured. 

In detennining the appropriate allowance for loan losses on the private education and consumer loans, the Company considers 
several factors, including: loans in repayment versus those in a nonpaying status, delinquency status, type of program, trends in 
defaults in the portfoliu based on Company and industry data, past experience, currL"llt economic conditions, and other relevant 
factors. The Company places private education and consumer loans on nonaccrual status when the collection of principal and 
interest is 90 days past due, and charges off the loan when the collection of principal and interest is 120 days past due. Collections, 
if any, are retlected as a recovery through the allowance for loan losses. 

Management has determined that each of the federally insured loan portfolio, private education loan portfolio, and consumer loan 
portfolio meets the definition of a portfolio set,'!llent, which is defined as the level at which an entity develops and documents a 
systematic method for determining its allowance for credit losses. Accordingly, the portfolio segment disclosures are presented 
on this basis in note 4 for each of lhese portfolios. The Company docs not disaggregate its portfolio segment loan portfolios into 
classes of financing receivables. The Company collectively evaluates loans for impairment and as of December 31, 20 I 7 and 2016, 
the Company did not have any impaired loans as defmed in the Receivables Topic of the FASB Accounting Standards Codification. 

For loans purchased where there is evidence of credit deterioration since the origination of the loan, the Company records a credit 
discom1t, separate from the allowance for loan losses, which is non-accretable to interest income. Remaining discoW1ts and 
premiums for purchased loans arc recognized in interest income over the remaining estimated lives of the loans. The Company 
continues to evaluate credit losses associated with purchased loans based on current information and changes in expectations to 
determine the need for any additional allowance for loan losses. 

Cash and Cash Equivalents and Statement of Cash Flows 

For purposes of the consolidated statements of cash flows, the Company considers all investments with original maturities of three 
months or less to be cash equivalents. 

Accrued interest on loans purchased and sold is included in cash flows from operating activities in the respective period. Net 
purchased loan accrued interest was $7 l .4 million in 20 l 5. Net purchased loan accrued interest in 2017 and 20 I. 6 was insignificant. 

Investments 

The Company's available-for-sale investment portfolio consists of student loan and other asset-backed securities and equity and 
debt securities. These secu1ities are carried at fair value, with the temporary changes in fair value, net of taxes, carried as a separate 
component of shareholders' equity. The amortized cost of debt securities in this category (including the student loan and other 
asset-backed secwities) is adjusted for amortization of premiums and accretion of discounts, which are amo11ized using the effective 
interest rate method. Other-than-temporary impairment is evaluated by considering several factors, including the length of time 
and extent to which the fair value has been less than the amortized cost basis, the financial condition and near-term prospects of 
the issuer of the security ( considering factors such as adverse conditions specific to the security and ratings agency actions), and 
the intent and ability of the Company to retain the investment to allow for any anticipated recovery in fair value. The entire fair 
value loss on a security that has expe1ienced an other-than-temporary impairment is recorded in earnings if the Company intends 
to sell the security or ifit is more likely than not that the Company will be required to sell the security before the expected recovery 
of the loss. However, if the impai1ment is other-than-temporary, and either oftl1ose two conditions does not exist, the portion of 
the impairment related to credit losses is recorded in earnings and the impairment related to other factors is recorded in other 
comprehensive income. 

Securities classified as trading are accounted for at fair value, with unrealized gains and losses included in "other income" in the 
consolidated statements of income. 

When an investment is sold, the cost basis is determined through specific identification of the security sold. 

The Company accounts for investments in which it does not have significant influence or a controlling financial interest using the 
cost method of accounting. Cost method investments are recorded at cost. Cost method investments are evaluated for other-than
temporary impairment in the same manner as described above for available-for-sale investments. 
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The Company accounts for investments over which it has si1,rnificant influence but not a controlling financial interest using the 
equity method of accmmting. Equity method investments are recorded at co.st and subsequently increased or decreased by the 
amount of the Company's proportionate share of the net earnings or losses and other comprehensive income of the investee. Equity 
method investments are evaluated for other-than-temporary impairment using certain impairment indicators such as a series of 
operating losses of an investee or other factors. These factors may indicate that a decrease in value of the investment has occurred 
that is other-than-temporary and shall be recot,rnized. 

Restricted Cash 

Restricted cash primarily includes amounts for student loan securifo:ations and other secured borrowings. This cash must be used 
to make payments related to trust obligations. Amounts on deposit in these accounts arc primarily the result of timing differences 
between when principal and interest is collected on the student loans held as tmst assets and when principal and interest is paid 
on the trust's asset-backed debt securities. Restricted cash also includes collateral deposits with de1ivative counterparties and 
third-party clearinghouses. 

Restricted Cash - Due to Customers 

As a servicer of student loans, the Company collects student loan remittances and subsequently disburses these remittances to the 
appropriate lending entities. In addition, as part of the Company's Tuition Payment Processing and Campus Commerce operating 
segment, the Company collects tuition payments and subsequently remits these payments to the appropriate schools. Cash collected 
for customers and the related liability are included in the accompanying consolidated balance sheets. 

Accounts Receivable 

Accounts receivable are presented at their net realizable values, which include allowances for doubtful accounts. Allowance 
estimates arc based upon individual customer experience, as well as the age of receivables and likelihood of collection. 

Business Combinations 

The Company uses the acquisition method in accounting for acquired businesses. Under the acquisition method, the financial 
statements reflect the operntions of an acquired business starting from the completion of the acquisition. The assets acquired and 
liabilities assumed are recorded at their respective estimated fair values at the date of acquisition. Any excess of the purchase 
price over the estimated fair values of the identifiable net assets acquired is recorded as goodwill. All contingent consideration is 
measured at fair value on the acquisition date and included in the consideration transferred in the acquisition. Contingent 
consideration classified as a liability is remeasured to fair value at each reporting date until the contingency is resolved, and cl1anges 
in fair value are recognized in earnings. 

Goodwill 

The Company reviews goodwill for impairment annually (in the fourth quarter) and whenever triggering events or changes in 
circumstances indicate its carrying value may not be recoverable. Goodwill is tested for impairment using a fair value approach 
at the reporting unit level. A reporting unit is the operating segment, or a business one level below that operating segment if discrete 
financial information is prepared and regularly reviewed by segment management. However, components are aggregated as a 
single reporting unit if they have similar economic characteristics. 

The Company tests goodwill for impaiiment in accordance with applicable accounting guidance. The guidance provides an entity 
the option to firsl assess qualitative factors to determine whether the existence of events or circumstances leads to a determination 
that it is more likely than not (more than 50%) that the eslimated fair value of a repo1ting unit is less than its carrying amount. If 
an entity elects to perform a qualitative assessment aod determines that an impairment is more likely than not, the entily is then 
required to perfonn a quantitative impairment test ( described below), otherwise no further analysis is required. An en lily also may 
elect not to pe1fonn the qualitative assessment and, instead, proceed directly to the quantitative impairment test. 

If the Company elects to not perform a qualitative assessment or if the Company determines it is more likely than not that the fair 
value of a reporting unit is less than the carrying amount, then the Company performs a quantitative impairment test on goodwill. 
In the quantitative test, the Company compares the fair value of each reporting unit to its carrying value. If the fair value of the 
reporting unit exceeds the carrying value of the net assets assigned to that unit, goodwill is considered not impaired and the 
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Company is not required to perform further testing. lfthe carrying value of the net assets assigned to the reporting unit exceeds 
the fair value of the reporting unit, then the Company would record an impairment loss equal to the difl:ercnce. 

Determining the fair value of a reporting unit involves the use of significant estimates and assumptions. These estimates and 
asswnptiuns include revenue growth rates and operating margins used to calculate projected future cash flows, risk-adjusted 
discount rates, future economic and market conditions, and deteimination of appropriate market com parables. Actual future results 
may differ from those estimates. 

See note IO for information regarding the Company's annual goodwill impairment review. 

Intangible Assets 

Intangible assets with finite lives are amortized over their estimated lives. Such assets are amortized using a method of amortization 
that reflects the pattern in which the economic benefits of the intangible asset are consumed or otherwise used up. If that pattern 
cannot be reliably determined, the Company uses a straight-line amortization method. 

The Company evaluates the estimated remaining useful lives of purchased intangible assets and whether events or changes in 
circumstances warrant a revision to the remaining periods of amortization. 

Property and Equipment 

Property and equipment are carried at cost, net of accwnulated depreciation. Maintenance and repairs are charged to expense as 
incurred, and major improvements, including leasehold improvements, are capitalized. Gains and losses from the sale of property 
and equipment are included in detennining net income. The Company uses the straight-line method for recording depreciation 
and amortization. Leasehold improvements are amortized straight-line over the shorter of the lease term or estimated useful life 
of the asset. 

Impairment t,f Long -Lived Assets 

The Company reviews its Jong-lived assets, such as property and equipment and purchased intangibles subject to amortization, 
for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. 
Recoverability ofassets to be held and used is measured by a comparison of the carrying amount ofan asset to estimated undiscounted 
future cash flows expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated future cash flows, 
an impairment charge is recognized by the amount by which the carrying amount of the asset exceeds the fair value of the asset. 
The Company uses estimates to determine the fair value of long-lived assets. Such estimates arc generally based on estimated 
future cash flows or cost savings associated with particular assets and are discounted to present value using an appropriate discOLmt 
rate. The estimates of future cash flows associated with assets are generally prepared using a cost savings method, a lost income 
method, or an excess return method, as appropriate. In utilizing such methods, management must make certain assumptions about 
the amount and timing of estimated future cash flows and other economic benefits from the assets, the remaining economic useful 
life of the assets, and general economic factors concerning the selection of an apprnpriate discount rate. The Company may also 
use replacement cost or market comparison approaches to estimating fair value if such methods are determined to be more 
appropriate. 

Assumptions and estimates about future values and remaining useful lives of the Company's intangible and other long-lived assets 
are complex and subjective. They can be affected by a variety of factors, including external factors such as industry and economic 
trends, and internal factors such as changes in the Company's business strategy and internal forecasts. Although the Company 
believes the historical assumptions and estimates used are reasonable and appropriate, different assumptions and estimates could 
materially impact the reported financial results. 

Fair Value .Measurements 

The Company uses estimates of fair value in applying various accounting standards for its financial statements. 

Fair value is defined as the price to sell an asset or transfer a liability in an orderly transaction between willing and able market 
participants. In general, the Company's policy in estimating fair values is to first look at observable market prices for identical 
assets and liabilities in active markets, where available. When these are not available, other inputs are used to model fair value, 
such as prices of similar instruments, yield curves, volatilities, prepayment speeds, default rates, and credit spreads, relying first 
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on observable data from active markets. Depending on cu1Tent market conditions, additional adjustments to fair value may be 
based on factors such as liquidity, credit, and bid/offer spreads. In some cases fair values are based on estimates using present 
value or other valuation techniques. Those techniques are significantly affected by the assumptions used, including the discounl 
rate and estimates of future cash flows. Transaction costs are not included in the dctcnnination of fair value. When possible, the 
Company seeks to validate the model's output to market transactions. Depending on the availability of observable inputs and prices, 
different valuation models could produce materially different fair value estimates. The values presented may not represent future 
fair values and may not be realizable. Additionally, there may be inherent weaknesses in any calculation technique, and changes 
in the underlying assumptions used, including discount rates and estimates of future cash flows, could significantly affect the 
estimates of current or future values. 

The Company categorizes its fair value estimates based on a hierarchical framework associated with three levels of p1ice 
transparency utilized in measuring assets and liabilities at fair value. Classification is based on the lowest level of input that is 
si1,YJ1ificant to the fair value of the instrument. The three levels include: 

Level 1: Quoted prices for identical instrnments in active markets. The types of financial instruments included in Level 1 are 
highly liquid instruments with quoted prices. 

Level 2: Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in markets 
that are not active; and model-derived valuations whose inputs are observable or whose primary value drivers are observable. 

Level 3: Instruments whose primary value drivers are unobservable. Inputs are developed based on the best information 
available; however, sign.ificaot judgment is required by management in developing the inputs. 

The Company's accounting policy is to recognize transfers between levels of the fair value hierarchy at the end of the reporting 
period. 

Reve11ue Recog11ition 

The Company recognizes revenue when (i) persuasive evidence of an arrangement exists between the Company and the customer, 
(ii) delivery of the product to the customer has occurred or se.rvice has been provided to the customer, (iii) the price to the customer 
is fixed or determinable, and {iv) collectability of the sales price is reasonably assured. Additional information related to the 
Company's revenue recognition of specific items is further provided below. 

Loan interest income - Loan interest on federally insured student loans is paid by the Department or the borrower, depending on 
the status of the loan at the time of the accrual. In addition, the Department makes qua1terly interest subsidy payments on certain 
qualified FFELP loans until the student is required under the provisions of the Higher Education Act to begin repayment. Borrower 
repayment ofFFELP loans nonnally begins within six months after completion of the borrower's course of study, leaving school, 
or ceasing to carry at least one-half the normal full-time academic load, as determined by the educational institution. Borrower 
repayment of PLUS and Consolidation loans normally begins within 60 days from the date of loan disbursement. Borrower 
repayment of private education loans typically begins six months following the borrower's graduation from a qualified institution, 
and the interest is either paid by the borrower or capitalized annually or at repayment. Repayment of consumer loans typically 
starts upon origination of the loan. 

The Department provides a special allowance to lenders participating in the FFEL Program. The special allowance is accrued 
based upon the fiscal quarter average rate of 13-week Treasury Bill auctions (for loans originated prior to January 1, 2000), the 
fiscal quarter average rate of the daily three-month financial conunercial paper rates (for loans originated on and after January 1, 
2000) or the fiscal quarter average rate of daily one-month LIBOR rates (for loans originated on and after January I, 2000, and 
for lenders which elected to change the special allowance index to one-month LIBOR effective Aprill, 2012) relative to the yield 
of the student loan. 

The Company recognizes loan interest income as earned, net of amortization ofloan premiums and deterred origination costs and 
the accretion of loan discounts. Loan interest income is recognized based upon the expected yield of the loan after giving effect 
to interest rate reductions resulting from borrower utilization of incentives such as timely payments ("borrower benefits'') and 
other yield adjustments. Loan premiums or discounts, deferred origination costs, and borrower benefits are amortized/accreted 
over the estimated life of the loans, which includes an estimate of forecastcd payments in excess of contractua11y required payments. 
The Company periodically evaluates the asswnptions used to estimate the life of the loans and prepayment rates. In instances 
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where there are changes to the assumptions, amortization/accretion is adjusted on a cumulative basis to reflect the change since 
the acquisition of the Joan. 

In the third quarter of 2016, the Company revised its policy to correct for an error in its method of applying the interest method 
used to amortize premiums and deferred origination costs and accrete discounts on its loan po11folio. Previously, the Company 
amortized premiums and deferred origination costs and accreted discounts by including in its prepayment assumption forecasted 
payments in excess of contractually required payments as well as forecastcd defaults. The Company has determined that only 
payments in excess of contractually required payments (excluding forecastcd defaults) should be included in the prepayment 
assumption. Under the Company's revised policy, as of September 30, 2016, the constant prepayment rate used by the Company 
to arnortizc/accrete loan premiums/discounts was decreased. The constant prepayment rates under the Company's revised policy 
are 5 percent for Stafford loans and 3 percent for Consolidation loans. The constant prepayment rates wtder the Company's prior 
policy in effect before this correction were 6 percent and 4 percent, respectively. Outing the third quarter of 2016, the Company 
recorded an adjustment to reflect the cumulative net impact on prior pc1iods for the con-ection of this error that resulted in an $8.2 
mill ion reduction to the Company's net loan discount balance and a corresponding pre-tax increase to interest income. The Company 
concluded this error had an immaterial impact on 2016 results as well as the results for prior periods. 

The Company also pays the Department an arumal 105 basis point rebate fee on Consolidation loans. These rebate fees are netted 
against loan interest income. 

Loan systems and servicing revenue - Loan systems and servicing revenue consists of the following items: 

Loan and guaranty servicingfees-Loan servicing fees arc determined according to individual agreements with customers 
and are calculated based on the dollar value of loans, number of loans, or number of borrowers serviced for each customer. 
Guaranty servicing fees were generally calculated based on the number of loans serviced, volume of loans serviced, or 
amounts collected. Revenue is recognized over the period in which services are provided to customers, and when ultimate 
collection is assured. 

• Software services revenue - Software se1vices revenue is detennined from individual agrecmcnt'l with customers and 
includes license and maintenance fees associated with student loan software products. Computer and software consulting 
and remote hosting revenues are recognized over the period in which services are provided to customers. 

• Outsourced services revenue - Outsourced services revenue is detennined from individual agreements with customers 
and generally recognized over the period in which services are provided to customers. 

• Guaranty collections revenue - Guaranty collections revenue was earned when collected. Collection costs paid to third 
parties associated with this revenue was expensed upon successful collection. 

Tuition payment processing, school information, and campus commerce revenue - Tuition paymenl processing, school information, 
and campus commerce revenue includes actively managed tuition payment solutions, remote hosted school information systems 
and learning management software, professional development and educational instruction services, assistance with financial needs 
assessment and donor management, and payment processing services. Fees for tltesc services are recognized over the period in 
which services are provided to customers. Cash received in advance of the delivery of services is included in deferred revenue. 

Communications revenue -Conummications revenue based on a flat fee, deri vcd principally from internet, television, and telephone 
services are billed in advance and recognized in subsequent periods when the se1vices are provided. Revenues for usage-based 
services, such as access charges billed to other telephone carriers for originating and terminating long-distance calls on the 
Company's network, arc billed in arrears. The Company recognizes revenue from these services in the period the services are 
rendered rather than billed. Earned but unbilled usage-based services are recorded in accounts receivable. 

Costs to provide communication services is primarily associated with television programming costs. The Company has various 
contracts to obtain video programming from programming vendors whose compensation is typically based on a flat fee per customer. 
The cost of the right to exhibit network programming under such arrangements is recorded in the month the programming is 
available for exhibition. Programming costs arc paid each month based on calculations performed by the Company and are subject 
to periodic audits perfom1ed by the programmers. Other costs included in costs to provide communication services include 
connectivity, franchise, and other regulatory costs directly related to providing internet and voice services. 
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Enrollment servjces revenue - Enrollment services revenue was derived from fees which were earned through the delivery of 
qualified inquiries or clicks. Delivery was deemed to have occun·ed at the time a qualified inquiry or click was delivered to the 
customer, provided that no sit,rnificant obligations remained. 

For a portion of this revenue, the Company had agreements with providers of online media or traffic (''inquiry generation vendors") 
used in the generation of inquiries or clicks. The Company received a fee from its customers and paid a fee to the inquiry generation 
vendors either on a cost per inquiry, cost per click, or cost per number ofimpressions basis. The Company was the primary obligor 
in the transaction. As a result, the fees paid by the Company's customers were recognized as revenue and the fees paid to its inqui1y 
generation vendors are included in "cost to provide enrollment services" in the Company's consolidated statements of income. 

On February 1, 2016, the Company sold I 00 percent of the membership interests in Sparkroom LLC, which included the Company's 
inquiry management products and services. After this sale, the Company no longer earns enrollment services revenue. 

Other income - Other income consists primarily of the following items: 

• Realized and unrealized gains and losses on investments 

• Borrower late fee income - Late fee income is earned by the education lending subsidiaries and is recognized when 
payments are collected from the borrower. 

Investment advisory income - Investment advisory services are provided by the Company through an SEC-registered 
investment advisor subsidiary under various arrangements. The Company earns annual fees based on the outstanding 
balance of investments and certain performance measures, which are recognized monthly as earned. 

Digital marketing and content solutions - The Company earned revenue related to digital marketing and content solution 
products and services W1der the brand name Peterson's. These products and services included test preparation study guides, 
school directories and databases, career exploration guides, on-line courses and test preparation, scholarship search and 
selection data, career planning information and guides, and on-line information about colleges and universities. Several 
content solutions services included services to connect students to colleges and universities, and were sold based on 
subscriptions. Revenue from sales of subscription services was recognized ratably over the tenn of the contract as it was 
earned. Subscription revenue received or receivable in advance of the delivery of services was included in deferred 
revenue. Revenue from the sale of print products was generally earned and recognized, net of estimated returns, upon 
shipment or delivery. All other digital marketing and content solutions revenue was recognized over the period in which 
services were provided to customers. On December 31, 2017, the Company sold Peterson's. See note IO for additional 
infonnation regarding this sale. 

Interest Expense 

Interest expense is based upon contractual interest rates, adjusted for the amortization of debt issuance costs and the accretion of 
discounts. The amortization of debt issuance costs and accretion of discollllts are recognized using the effective interest method. 

Transfer of Financial Assets and Extinguishments ~f Liabilities 

The Company accounts for loan sales and debt repurchases in accordance with applicable accounting guidance. Jf a transfer of 
loans qualifies as a sale, the Company derecognizes the loan and recognizes a gain or loss as the difference between the carrying 
basis of the loan sold and the consideration received. The Company from time to time repurchases its outstanding debt and records 
a gain or loss on the early extinguishment of debt based upon the difference between the carrying amount of the debt and the 
am0tmt paid to the third pa1ty. The Company recognizes the results of a transfer of loans and the cxtinguishment of debt based 
upon the settlement date of the transaction. 

Derivative Acct1unting 

Effective June 10, 2013, all over-the-counter derivative contracts executed by the Company are cleared post-execution at the 
Chicago Mercantile Exchange ("CME''), a regulated clearinghouse. Clearing is a process by which a third-party, the clearinghouse, 
steps in between the original counterpartics and guarantees the performance of both, by requiring that each post liquid collateral 
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on an initial (initial margin) and mark-to-market (variation margin) basis to cover the clearinghouse's potential future exposure in 
the event of default. 

Prior to January 3, 2017, the Company accounted for variation margin payments to the CME as collateral against its derivative 
position. As such, these payments were treated as a separate unit of account from the derivative instrument and reported as a 
liability for cash collateral received and an asset (restricted cash) for cash collateral paid. Effective January 3, 2017, the CME 
amended its rulebooks to legally characterize variation margin payments for over-the-counter deri vati vcs they clear as settlements 
of the derivatives' exposure rather tltan collateral against the exposure. Based on these rulebook changes, for accounting and 
presentation pw-poses, the Company considers variation margin and the cotTesponding derivative instrument as a single unit of 
account. As such, effective January 3, 20 I 7, the variation margin received or paid is no longer accounted for separately as a liability 
or asset ("collateralized-to-market"). Instead, these payments are considered in determining the fair value of the centrally cleared 
derivative portfolio ("settled-to-market"). The principal difference for accounting and presentation purposes is that prior to January 
3, 2017, the Company recorded the fair value of collateralized-tu-market derivative contracts on its balance sheet as "fair value 
of derivative instruments" wilh an equal amount of variation margin collateral accounted for separately as an asset or liability. 
Subsequent to January 3, 2017, the Company records seltled-to-market derivative contracts on its balance sheet with a fair value 
of zero and no collateral posted due to the payment or receipt of variation margin between the Company and the CME settling the 
outstanding mark-to-market exposure on such derivatives to a balance of zero on a daily basis, and records the underlying daily 
changes in the market value of such derivative contracts that result in such receipts or payments on its income statement as realized 
derivative market value adjustments in "Derivative market value and foreign currency transaction adjustments and derivative 
settlements, net." 

The new clearinghouse requirements did not alter or affect the accounting and presentation of the Company's derivative instruments 
executed prior to June l 0, 2013 and those deri vativcs that are not required to be cleared at a clearinghouse (non-centrally cleared 
derivatives). The Company records these derivative instrnments in tlte consolidated balance sheets on a gross basis as either an 
asset or liability measured at its fair value. Certain non-centrally cleared derivatives are subject to right of offset provisions with 
counterparties. For these derivatives, the Company does not offset fair value amounts executed with the same counterparty under 
a master netting arrangement. In addition, the Company does not offset fair value amounts recognized for derivative instruments 
with respect to tlte right to reclaim cash collateral (a receivable) or the obligation to return cash collateral (a payable). 

The Company dete1mincs the fair value for its derivative instruments using either (i) pricing models that consider cun·ent market 
conditions and the contractual terms of the derivative instrument or (ii) cotmtcrparty valuations. The factors that impact the fair 
value of the Company's derivatives include interest rates, time value, forward interest rate curve, and volatility factors, as well as 
foreign exchange rates. Pricing models and their underlying assumptions impact the amount and timing ofrealized and unrealized 
gains and losses recognized, and the use of different pricing models or assumptions could produce different financial results. 
Management has structured all of the Company's derivative transactions with the intent that each is economically effective; however, 
the Company's derivative instruments do not qualify for hedge accounting. As a result, the change in fair value of derivative 
instruments is reported in current period earnings. Changes or shifts in the forward yield curve and fluctuations in currency rates 
can significantly impact the valuation of the Company's derivatives, and therefore impact the financial position and results of 
operations of the Company. Any proceeds received or payments made by the Company to tenninate a derivative in advance of its 
expiration date, or to amend tlte terms of an existing derivative, arc included in the Company's consolidated statements of income 
and are accounted for as a change in fair value of such derivative. The changes in fair value of derivative instruments, as well as 
the settlement payments made on such derivatives, are included in "derivative market value and foreign currency adjustments and 
derivative settlements, net" on the consolidated statements of income. 

Foreign Currency 

During 2006, the Company issued Euro-denominated bonds, which were included in "bonds and notes payable" on the consolidated 
balance sheets. Transaction gains and losses resulting from exchange rate changes when re-measuring these bonds to U.S. dollars 
at the balance sheet date were included in "derivative market value and foreign cwTency adjustments and derivative settlements, 
net" on lhe consolidated statements of income. On October 25, 2017, the Company completed a remarketing of its Euro notes 
which reset the principal amount outstanding on t~e notes to U.S. dollars. 
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Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the future 
tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and 
their respective tax bases and operating loss and tax credit carry forwards. Deferred tax assets and liabilities are measured using 
enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered 
or settled. The effect on deferred tax assets and I iabilitics of a change in tax rates is recognized in income in the period that includes 
the enactment date. 

Jocome tax expense includes deferred tax expense, which represents the net change in the deferred tax asset or liability balance 
during the year, plus any change made in the valuation allowance, and current tax expense, which represents the amount of tax 
currently payable to or receivable from a tax authority plus amounts for expected tax deficiencies. 

Ct>mpensation Expense for Stock Based Awards 

The Company has a restricted stock plan that is intended to provide incentives to attract, retain, and motivate employees in order 
to achieve long term growth and profitability objectives. The restricted stock plan provides for the grant to eligible employees of 
awards of restricted shares of Class A common stock. The fair value of restricted stock awards is dete1mined on the grant date 
based on the Company's stock price and is amortized to compensation cost over the related vesting periods, which range up to ten 
years. For those awards with only service conditions that have graded vesting schedules, the Company recognizes compensation 
expense on a straight-line basis over the requisite service period for each separately vesting portion of the award, as if the award 
was, in substance, multiple awards. Holders ofrestrictcd stock are entitled to receive dividends from the date of grant whether or 
not vested. 

The Company also has a directors stock compensation plan pursuant to which non-employee directors can elect to receive their 
annual retainer fees in the form of fully vested shares of Class A common stock, and also elect to defer receipt of such shares until 
the termination of their service on the board of directors. The fair value of grants under this plan is detennined on the grant date 
based on the Company's stock price, and is expensed over the board member's annual service period. 

Stock Repurchases 

In accordance with the corporate laws of the state in which the Company is incorporated, all shares repurchased by the Company 
are legally retired upon acquisition by the Company. 
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4. Loans Receivable and Allowance for Loan Losses 

Loans receivable consisted of the following: 

Fcrdeml\lly it\sote.cl S{l,Jfl'Ull tOttj!l'S: 

Stafford and other 

Consolidation 

Total 

Pri~lle ed1:1-0aitiic0n kums 

Consumer loans 

Loan discom1t, net of unamortized loan premiums and deferred origination costs 

Nci,m-a<:crebbJe d~1• (a) 

Allowance for loan losses: 

~et~ny ips;tltied loans 
Private education loans 

Cemiuriser iea},is 

$ 

$ 

As of December 31, 
2017 2016 

4,418,881 5,186,047 

I 7 ,3t,Y2, 725 19,643,937 

21,721,606 24,829,984 

2'12,160 273,659 

62,111 

21,9!;5,877 25, I 013,643 

(119,695) (129,507) 

(13,005) (18,51~ 

csi,106) (37.2<¥S) 

(12,629) (14,574) 

(3,255) 

21,814,507 24,903,724 

(a) At December 31, 2017 and 2016, the non-accretable discount related to purchased loan portfolios of$5.8 billion and 
$8.3 billion, respectively. 
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Activity in the Allowance for Loan Losses 

The provision for loan losses represents the periodic expense of maintaining an allowance sufficient to absorb losses, net of 
recoveries, inherent in the portfolio of student Joans. Activity in the allowance for loan losses is shown below. 

Year ended December 31, 

2017 2016 2015 

Balance at beginning of period $ 51,842 50,498 48,900 

Provision for loan losses: 

Federally insured loans 13,000 14,000 8,000 

Private education loans (2,000) (500) 2,150 

Consumer loans 3,450 

Total provision for loan losses 14,450 13,500 J0,150 

Charge-offs: 

Federally insured loans (11,562) (12,292} (11,730) 

Private education loans (l,313) (1,728) (2,414) 

Consumer loans (195) 

Total charge-offs (13,070) (14,020) (14,144) 

Recoveries - private education loans 768 954 1,050 

Purchase (sale) of loans, net: 

Federally insured loans 70 50 

Private education loans 480 (140) 

Transfer from repurchase obligation related to private education loans 
repurchased, net (a) 600 360 4,632 

Balance at end of period $ 54,590 51,842 50,498 

Allocation of the allowance for loan losses: 

Federally insured loans $ 38,706 37,268 35,490 

Private education loans 12,629 14,574 15,008 

Consumer loans 3,255 

Total allowance for loao losses $ 54,590 51,842 50,498 

(a) The Company sold various portfolios of private education loans to third-parties. Per the terms of the servicing agreements, 
the Company's servicing operations were obligated to repurchase loans subject to the sale agreements in the event such loans 
became 60 or 90 days delinquent. As of December 31, 2016, the balance ofloans subject to these repurchase obligations was 
$39.5 million. The Company's estimate related to its obligation to repurchase these loans is included in "other liabilities" in 
the Company's consolidated balance sheet and was $2.3 million as of December 31, 2016. On November 3, 2017, the loans 
subject to the repurchase obligations were sold by the owner of the loans to an unrelated third-party and the Company's 
repurchase obligation was tenninatcd. 

f-22 



NELNET, INC.AND SUBSIDIARrns 
Notes to Consolidated Financial StaLemenls - (continued) 

(Dollars in thousands, except share amounts, unless otherwise noted) 

Student Loan Status and Delinquencies 

Delinquencies have the potential to adversely impact the Company's earnings through increased servicing and collection costs 
and account charge-offs. The table below shows the Company's loan delinquency amounts for federally insured and private 
education loans. 

As of Decemher 31, 

2017 2016 2015 

Federally insured loans: 

Loans in-school/grace/defenncnt (a) $ 1,260,394 $ 1,606,468 $ 2,292,941 

Loans in forbearance (b) 1,774,405 2,295,367 2,979,357 

Loans in repayment status: 

Loans current 16,477,004 88.2% 18,125,768 86.6% 19,447,541 84.4% 

Loans delinquent 31-60 days ( c) 682,586 3.7 818,976 3.9 1,028,396 4.5 

Loans delinquent 61-90 days (c) 374,534 2.0 487,647 2.3 566,953 2.5 

Loans delinquent 91-120 days (c) 287,922 1.5 335,291 1.6 415,747 1.8 
Loans delinquent 121-270 days ( c) 629,480 3.4 854,432 4.1 l,166,940 5.1 

Loans delinquent 27 I days or greater ( c )( d) 235,281 l.2 306,035 1.5 390,232 1.7 

Total loans in repayment 18,686,807 100.0% 20,928,149 100.0% 23,015,809 100.0% 

Total federally insured loans $ 21,721,606 $ 24,829,984 $ 28,288,107 

Private education loans: 

Loans in-sd1ool/gra1.:eid1::ferment (a) $ 6,053 $ 35,146 $ 30,795 

Loans in forbearance (b) 2,237 \448 350 

Loans in repayment status: 

J ,oans current 196,720 96.5% 228,612 97.2% 228,464 96.7% 

Loans delinquent 3 1-60 days ( c) 1,867 0.9 1,677 0.7 1,771 0.7 

Loans delinquent 61-90 days (c) 1,052 0.5 I, 110 0.5 1,283 0.5 

Loans delinquent 91 days or greater (c) 4,231 2.1 3,666 1.6 4,979 2.1 

Total loans in repayment 203,870 100.0% 235,065 100.0% 236,497 100.0% 

Total private education loans $ 212,160 $ 273,659 $ 267,642 

(a) Loans for borrowers who still may be attending school or engaging in other pennitted educational activities and are not yet 
required to make payments on the loans, e.g., residency periods for medical students or a grace period for bar exam preparation 
for law students. 

(h) Loans for borrowers who have tempora1ily ceased making full payments due to hardship or other factors, according to a 
schedule approved by the servicer consistent with the established loan program servicing procedures and policies. 

( c) The period of delinquency is based on the number of days scheduled payments are contractually past due and relate to repayment 
loans, that is, reeeivahlcs not charged off, and not in school, h'Tace, deferment, or forbearance. 

(d) A porlion ofloans included in loans delinquent 271 days or greater includes loans in claim status, which are loans that have 
gone into default and have been submilled to the guaranty agency. 
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5. Bonds and Notes Payable 

The following tables summarize the Company's outstanding debt obligations by type ofinslrument: 

As of December 31, 2017 

Variable-rate bonds and notes issued in FFELP loan asset-backed 
securitizations: 

Bonds and notes based on indices 

Bonds and notes based on auction 

Total FFELP variable-rate bonds and notes 

FFELP warehouse facilities 

Variable-rate bonds and notes issued in private education loan 
asset-backed securitization 

Fixed-rate bonds and notes issued in private eduealion loan asset-
backed sccuritization 

Unsecured line of credit 

Unsecured debt - Junior Subordinated Hybrid Securities 

Other borrowings 

DiscoW1t on bonds and notes payable and debt issuance costs 

Total 

Variable-rate bonds and notes issued in FFELP Joan asset-backed 
securitizations: 

Bonds and notes based on indices 

Bonds and notes based on auction 

Total FFELP variable-rate bonds and notes 

FFELP warehouse facilities 

Variable-rate bonds and notes issued in private education loan 
asset-backed securitization 

Fixed-rate bonds and notes issued in private education loan asset-
backed securitization 

Unsecured line of credit 

Unsecured debt - Junior Subordinated Hybrid Securities 

Other borrowings 

Discount on bonds and notes payable and debt issuance costs 

Total 
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Carrying 
amount 

$ 20,352,045 

780,829 

21,132,874 

335,992 

74,7! 7 

82,647 

10,000 

20,381 

70,516 

21,727,127 

(370,554) 

$ 21,356,573 

Carrying 
amount 

$ 22, I 30,063 

998,415 

23,128,478 

1,677,443 

112,582 

113,378 

50,184 

18,355 

25,100,420 

(431,930) 

$ 24,668,490 

Interest rate 
range 

1.47% - 3.37% 

2.09% - 2.69% 

1.55% I 1.56% 

3.30% 

3.60% I 5.35% 

2.98% 

5.07% 

2.44% - 3.38% 

.Final maturity 

8/25/21 - 2/25/66 

3/22/32 - 11/26/46 

11/19/19 / 5/31/20 

12/26/40 

12/26/40 / 12/28/43 

12/12/21 

9/15/61 

1/12/18 - 1.2/15/45 

As of December 31, 2016 

Interest rate 
range Final maturity 

0.24% - 6.90% 6/25/2 l - 9/25/65 

1.61 % - 2.28% 3/22/32 - 1 J/26/46 

0.63% - I .09% 9/7/18 - 12/13/19 

2.60% 12/26/40 

3.60% I 5.35% 12/26/40 I l 2/28/43 

12/12/21 

4.37% 9/15/6 l 

3.38% 3/31/23 I 12/15/45 
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Secured Financing Transactions 

The Company has historic~lly relied upon secured financing vehicles as its most significant source uf funding for loans. The net 
cash flow the Company receives from the securitized loans generally represents the excess amounts, if any, generated by the 
underlying loans over the amounts required to be paid to the bondholders, aft.er deducting servicing foes and any other expenses 
relating to the securitizations. The Company's rights to cash ilow from sccurilizcd luans arc subordinate to bondholder interests, 
and the securilized loans may foil to generate any cash flow beyond what is due to bondholders. The Company's secwed financing 
vehicles during the periods presented include loan warehouse facilities and asset-backed securitizations. 

The majority of the bonds and notes payable are primarily secured by the loans receivable, related accrued interest, and by the 
amounts on deposit in the accounts established under the respective bond resolutions or financing agreements. 

FFELP warehouse facilities 

The Company funds a portion of its FFELP loan acquisitions using its .F.FELP warehouse facilities. Student loan warehousing 
allows the Company to buy and manage student loans prior to transferring them into more permanent financing arrangements. 

As of December 3 J, 2017, the Company had two FFELP warehouse facilities as sununarized below. 

NFSLW-1 NHELP-11 

Maximum financing amount $ 500,000 500,000 

Amount outstanding 189,502 146,490 

Amount available $ 310,498 353,510 

Expiration of liquidity provisions September 20, 2019 May 31, 2018 

Final maturity date November 19, 2019 May 31, 2020 

Maximum advance rates 92.0- 98.0% 85.0 - 95.0% 

Minimum advance rates 84.0- 90.0% 85.0 - 95.0% 

Advanced as equity support $ 9,513 12,876 

Total 

1,000,000 

335,992 

664,008 

22,389 

The FFELP warehouse facilities arc suppo11ed by 364-day liquidity provisions, which are subj eel to the respective expiration date 
shown in the previous table. In the event the Company is unable to renew the liquidity provisions by such date, the facility would 
become a term facility at a stepped-up cost, with no additional student loans being eligible for financing, and the Company would 
be required to refinance the existing loans in the facility by the facility's final maturity date. The NFSLW-[ warehouse facility 
provides for formula-based advance rates, depending on FFELP loan type, up to a maximum of the principal and interest of loans 
financed as shown in the table ahove. The advance rates for collateral may increase or decrease based on market conditions, but 
they are subject to minimwns as disclosed above. The NHELP-11 warehouse facility has a static advance rate that requires initial 
equity for loan funding, but does not require increased equity based on markel movements. 

The FFEL'P warehouse facilities contain financial covenants relating lo levels of the Company's consolidated net worth, ratio of 
recourse indebtedness to adjusted EBITDA, and unencumbered cash. Any noncompliance with these covenants could result in a 
requirement for the immediate repayment or any outstanding borrowings under the facilities. 
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The following tables summarize the asset-hacked sccmitiz.ation transactions completed in 2017 and 2016. 

Date securities issued 

Total original principal amount 

Bond discount 

lssue price 

Cost of funds: 

Final maturity date 

Dale securities issued 

Total original principal amow11 

Class A senior notes: 

Total original principal amount 

Bond discount 

Issue price 

Cost of funds: 

Final mantrity date 

Class B subordinated notes: 

Total original principal amount 

Bond discount 

Issue price 

Cost of fund~: 

Final maturity date 

NSLT2017-1 

5/24/17 

$ 535,000 

$ 535,000 

l-mo11Lh LIBOR 
plus0.78% 

6/25/65 

FFELP 2016-1 

10/12/16 

$ 426,000 

$ 426,000 

$ 426,000 

I-month LIBOR 
plus0.80% 

9/25/65 

Sccuriti1,~tion, completed during the year ended Dcccmbel' 31, 2017 

NSLT2017-2 NSLT2017-3 

7/26/17 12/14/17 

399,390 539,400 

(2,002) 

397,388 539,400 

I-month LJBOR I-month LJBOR 
plus0.77% plus0.85% 

9/25165 2/25/66 

Securitizntions completed during lhe year ended December 31, 2016 

Private education loan 2016-A (a) 

Class A- 1 A notes Class A-1 B notes 2016-A total 

12/21/16 12/21/16 12/21/16 

112,582 91,378 225,960 

112,582 91,378 203,960 

(609) (609) 

112,582 90,769 203,351 

I-month LIBOR 
plus 1.75% 3.60% 

12/26/10 12/26/40 

$ 22,000 

(285) 

$ 21,715 

5.35% 

12/28/43 

$ 

Total 

1,473,790 

(2,002) 

1,471,788 

Total 

651,960 

629,960 

(609) 

629,JSl 

22,000 

(285) 

21,715 

(a) On June 26, 2015, the Company entered into a $275.0 million private education loan warehouse facilily_ The Company 
funded all loans thal were included in this warehouse in lhe Private Education Loan 2016-A securitizalion and terminated 
the private education loan warehouse facility on December 21, 2016. 

Auction Rate Securities 

The interest rates on certain of the Company's FFELP asset-backed securities arc scl and periodically reset via a "dutch 
auction" ("Auction Rate Securities"). As ofDecembcr 31, 2017, the Company is currently the sponsoron $780.8 million of Auction 
Rate Securities. The Auction Rate Securities generally pay interest to the holder at a maximum rate as defined by the indenture. 
While these rates will vary, they will generally be based on a spread to LIBOR or Treasmy Securities, or the Net Loan Rate as 
defined in the financing documents. Based on the relative levels of these indices as of December 3l,2017, the rates expected to 
be paid by the Company range from LIBOR plus JOO basis points, on the low end, to LIBOR plus 250 basis points, on the high 
end. Tht:st: maximum raks arc subj(!d lo increase if the credit ratings on the bonds are downgraded. 
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Unsecured Line of Credit 

The Company has a $350.0 million unsecured line of credit that has a maturity date of December 12, 202 l. As of December 31, 
2017, $10.0 million was outstanding on the line of credit and $340.0 million was available for futtn·e use. Interest on amounts 
borrowed lUlder the line of credit is payable, at the Company's election, at an alternate base rate or a Eurodollar rate, plus a variable 
rate (LIBOR), in each case as defined in the credit agreement. The initial margin applicable to Eurodollar borrowings is 150 basis 
points and may vary from I 00 to 200 basis points depending on the Company's credit rating. 

The line of credit agreement contains certain financial covenants that, ifnot met, lead to an event of default under the agreement. The 
covenants include maintaining: 

• 
• 
• 
• 
• 

A minimum consolidated net worth 

A minimum adjusted EBI1'DA to corporate debt interest (over the last four rolling quarters) 

A limitation on recourse indebtedness 

A limitation on the amount ofunsecuritized private education and consumer loans in the Company's portfolio 

A limitation on permitted investments, including business acquisitions that are not in one of the Company's existing lines 
of business 

As of December 31, 2017, the Company was in compliance with all of these requirements. Many of these covenants are duplicated 
in the Company's other lending facilities, including its warehouse facilities. 

The Company's operating line of credit does not have any covenants related to unsecured debt ratings. However, changes in the 
Company's ratings (as well as the amounts the Company borrows) have modest implications on the pricing level at which the 
Company obtains funds 

A default on the Company's warehouse facilities would result in an event of default on the Company's unsecured line of credit that 
would result in the outstanding balance on the line of credit becoming immediately due and payable. 

Junior Subordinated Hybrid Securities 

On September 27, 2006, the Company issued $200.0 million aggregate principal amount of Junior Subordinated Hybrid Securities 
("Hybrid Securities"). The Hybrid Securities are unsecured obligations of the Company. The interest rate on the Hybrid Securities 
through September 29, 2036 ("the scheduled maturity date") is equal to three-month LIBOR plus 3.375%, payable quarterly, which 
was 5.07% at December 31, 2017. The principal amount of the Hybrid Securities will become due on the scheduled maturity date 
only to the extent that prior to such date the Company has received proceeds from the sale of certain qualifying capital securities 
( as defined in the Hybrid Securities' indenture). If any amount is not paid on the scheduled maturity date, it will remain outstanding 
and bear interest at a floating rate as defined in the indenture, payable monthly. On September 15, 2061, the Company must pay 
any remaining principal and interest on the Hybrid Securities in full whether or not the Company has sold qualifying capital 
securities. At the Company's option, the Hybrid Securities are redeemable in whole or in part at their principal amount plus accmed 
and unpaid interest. 

During the first qua1ter of 2017, the Company initiated a cash tender offer to purchase any and all of its outstanding Hybrid 
Securities, including a related consent solicitation to effect ce1tain amendments to the indenture governing the notes to eliminate 
a provision requiring a minimum principal amount of the notes to remain outstanding after a partial redemption. The aggregate 
principal amount of notes tendered to the Company was $29.7 million. The Company paid $25.3 million to redeem these notes, 
and the amendments described above were made to the indenture. 

Other Borrowings 

During 2017, the Company entered .into a repmchase agreement, the proceeds of which are collateralized by FFELP asset-backed 
security investments. Included in "other borrowings" as of December 31, 2017 was $50.4 million subject to this repurchase 
agreement. 
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The Company also has three notes payable, which were each issued by TDP Phase Three, LLC ("TDP'') in connection with the 
development of a commercial building in Lincoln, Nebraska that is the new corporate headquarters for Hudl, a related patty. TDP 
is an entity established during 2015 for the sole pw-posc of developing and operating this huilding. The Company owns 25 percent 
ofTDP. However, because the Company was the developer of and a current tenant in this huilding, the operating results ofTDP 
are included in the Company's consolidated financial statements. Recourse to the Company on the outstanding balance of these 
notes is equal to its ownership percentage ofTDP. A summary of the TDP notes outstanding as ofl )ecemhcr 31, 2017 is summarized 
below: 

Issue Debt Maturity Interest 
date outstanding date rate 

December 30, 2015 $ 12,000 March 31, 2023 3.38% - fixed 

December 30, 20 I 5 6,355 December 15, 2045 3.38% - fixed 

I-month LIBOR 
October 31, 2017 1,743 March 31, 2023 plus 2.00% 

Debt Ct,venants 

Ce1tain bond resolutions and related credit agreements contain, among other requirements, covenants relating to restrictions on 
additional indebtedness, limits as to direct and indirect administrative expenses, and maintaining ce11ain financial ratios. 
Management believes the Company is in compliance with all covenants of the bond indentures and related credit agreements as 
of December 31, 2017. 

Maturity Schedule 

Ilonds and notes outstanding as of December 31, 2017 arc due in varying amounts as shown below. 

2018 $ 50,418 

2019 189,502 

2020 146,490 

2021 33,410 

2022 

2023 and thereafter 21,307,307 

$ 21,727,127 

Generally, the Company's secured financing instmments can be redeemed on any interest payment date at par plus accrued interest. 
Subject to ce1tain provisions, all bonds and notes are subject to redemption prior to maturity at the option of ce1tain education 
lending subsidiaries. 

Debt Repurcha.~es 

The following table summarizes the Company's repurchases of its own debt. Gains (losses) recorded by the Company from the 
repurchase of debt arc included in "gain on sale of loans and debt repurchases, net" on the Company's consolidated statements of 
income. 

Par Purchase Gain Par Ptnchase Gain Par Purchase Gain 
value price (loss) value price (loss) value price (loss) 

Ye8l'endcd December 31, 

2017 2016 2015 

Unsecured debt -
4,446 7,000 4,865 14,504 11,374 3,130 Hybrid Securities $ 29,803 25,357 2,135 

Asset-backed securities 154,407 155,951 (1,544) 78,412 72,566 5,846 32,026 30,354 1,672 

$ 184,210 181,308 2,902 85,412 77,431 7,981 46,530 41,728 4,802 
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6. De.-ivativc Financial Instruments 

The Company uses derivative financial instruments primarily to manage interest rate risk and foreign cw·rency exchange risk. 

Interest Nate Risk 

The Company is exposed to interest rate risk in the fonn of basis risk and repricing risk because the interest rate characteristics of 
the Company's asseL<; do not match the interest rate characteristics of the funding for those assets. The Company has adopted a 
policy of periodically reviewing the mismatch related to the interest rate characteristics of its assets and liabilities together with 
the Company's oullook as to current and future market conditions. Based on those factors, the Company uses derivative instruments 
as part of its overall risk management strategy. Derivative instruments used as part of the Company's interest rate risk management 
strategy currently include basis swaps and interest rate swaps. 

Basis Swaps 

Interest ca med on the majority of the Company's FFELP scudent loan assets is indexed to the one-month LIIlOR rate. Meanwhile, 
the Company funds a majority of its FFELP loan assets with three-month LIBOR indexed floating rate securities. The different 
interest rate characteristics of the Company's loan assets and liabilities funding these assets results in basis risk. 

The Company also faces repricing risk due to the timing of the interest rate resets on its liabilities, which may occur as infrequently 
as once a quarter, in contrast to the timing of the interest rate resets on its assets, which generally occur daily. As of December 
31, 2017, the Company had $20.0 billion, $ l.1 billion, and $0.6 billion of l'FELP loans indexed to the one-month LIB OR rate, 
three-month commercial paper rate, and the three-month treasury bill rate, respectively, the indices for which reset daily, and $11. 7 
hi Ilion of debt indexed to three-month J.lBOR, the indices for which reset quarterly, and $8.6 billion of debt indexed to one-month 
LTBOR, the indices for which reset monthly. 

The Company has used derivative instruments to hedge its basis risk and repricing risk. The Company has entered into basis swaps 
in which the Company receives three-month LIBOR sel discretely in advance and pays one-month LTBOR plus or minus a spread 
as defined in the agreements (the I :3 Basis Swaps). 

The following table summarizes the Company's 1 :3 Basis Swaps outstanding: 

As of December 31) 

2017 2016 
Maturity Notional amount Notional amount 

2018 $ 4,250,000 
2019 3,500,000 
2022 1,000,000 
2024 250,000 
2026 1,150,000 1,150,000 
2027 375,000 
2028 325,000 325,000 
2029 100,000 
203 l 300,000 300,000 

$ 1112501000 1,775,000 

The weighted average rate paid by the Company on the 1 :3 Basis Swaps as of December 31, 2017 and 2016, was one-month 
LIBOR plus 12.5 basis points and 10.l basis points, respectively. 

lnlerest rate swaps - floor income hedges 

FFELP loans originated prior to April l, 2006 generally cam interest at the higher of the borrower rate, which is fixed over a period 
of time, or a floating rate based on the Special Allowance Payments ("SAP") formula set by the Department. The SAP rate is 
based on an applicable index plus a fixed spread that depends on loan type, origination date, and repayment status. The Company 
generally finances its student loan portfolio with variable rate debt. In low and/or certain declining interest rate environments, 
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when the fixed borrower rate is higher than the SAP rate, these student loans earn at a fixed rate while the interest on the variable 
rate debt typically continues to reflect the low and/or declining interest rates. In these interest rate environments, the Company 
may earn additional spread income that it refers to as floor income. 

Depending on the type of loan and when it was originated, the borrower rate is either fixed to term or is reset to an annual rate 
each July l. As a result, for loans where the borrower rate is fixed to tenn, the Company may earn floor income for an extended 
period of time, which the Company refers lo as fixed rate floor income, and for those loans where the borrower rate is reset annual I y 
on July 1, the Company may earn floor income to the next reset date, which the Company refers to as variable rate floor income. 
All FFELP loans first originated on or after April 1, 2006 effectively earn at the SAP rate, since lenders arc required to rebate fixed 
rate floor income and variable rate floor income for these loans to the Department. 

Absent the use of derivative instruments, a rise in interest rates may reduce the amount of floor income received and this may have 
an impact on earnings due to interest margin compression caused by increasing financing costs, until such time as the federally 
insured loans earn interest at a variable rate in accordance with their SAP fonnulas. fn higher interest rate environments, where 
the interest rate rises above the borrower rate and fixed rate loans effectively become variahle rale loans, lhe impact of the rate 
fluctuations is reduced. 

As of December 31, 2017 and 2016, the Company had $4.8 hillion and $8.4 billion, respectively, ofFFELP sn,dcnt loan assets 
that were earning fixed rate floor income, of which the weighted average estimated variable conversion rate for these loans, which 
is the estimated short-term interest rate at which loans would convert to a variable rate, was 3.17% and 2.42%, respectively. 

The following tables summarize the outstanding derivative instruments used by the Company to economically hedge loans earning 
fixed rate floor income. 

As of December 31, 2017 As of December 31, 2016 

Weighted average Weighted average 
Notional fixed t·ate paid by Notional fixed rate paid by 

Maturity amount the Company (a) amount the Company (a) 

2017 $ -% $ 750,000 0.99% 

2018 1,350,000 1.07 1,350,000 1.07 

2019 3,250,000 0.97 3,250,000 0.97 

2020 l,500,000 1.01 1,500,000 1.01 

2023 750,000 2.28 

2024 300,000 2.28 

2025 100,000 2.32 100,000 2.32 

2027 50,000 2.32 

$ 7,300,000 1.21% $ 6,950,000 1.02% 

(a) For all interest rate derivatives, the Company receives discrete three-month LIBOR. 

On August 20, 2014, the Company paid $9.l million for an interest rate swap option to economically hedge loans earning fixed 
rate floor income. The interest rate swap option gives the Company the right, but not the obligation, to enter into a $250.0 million 
notional interest rate swap in which the Company would pay a fixt:d amount of3.30% and receive discrete one-month LTBOR. If 
the interest rate swap option is exercised, the swap would become effective in 2019 and mature in 2024. 

interest Rate Caps 

In JW1e 2015, in conjwiction with the entry into a $275.0 million private education loan warehouse facility, the Company paid 
$2.9 million for two interest rate cap contracts with a total notional amount of $275.0 million. The first interest rate cap has a 
notional amount of$125.0 million and a one-month LIBOR strike rate of 2.50%, and the second interest rate cap has a notional 
amount of $150.0 million and a one-month UBOR strike rate of 4.99%. In the event that the one-month LIBOR rate rises above 
the applicable strike rate, the Company would receive monthly payments related to the spread difference. Hoth interest rate cap 
contracts have a maturity date of July 15, 2020. The private education loan warehouse faci I ity was terminated by the Company 
on December 21, 2016. During the first quarter of 2017, the Company received $913,000 to term in ate the interest rate cap contracts 
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that were held in the private education loan warehouse legal entity and paid $929,000 lo enler into new interest rate cap contracts 
with identical tenns at Nelnet, lnc. (the parent company). The Company currently intends to keep these derivatives outstanding 
to partially miligate a rise in interest rates and its impact on earnings related to its studenl loan portfolio earning a fixed rate. 

It11erest rate swaps - unsecured debt hedges 

As of December 31, 2017 and 2016, the Company had $20.4 million and $50.2 million, respectively, ofunsecured Hybrid Securities 
outstanding. The interest rate on the Hybrid Securities through September 29, 2036 is equal to three-month I ,fBOR plus 3.375%, 
payable quarterly. As of December 31, 2017 and 2016, the Company had the following derivatives outstanding that are used to 
effectively convett the variable interest rate on a pottion of the Hybrid Securities to a fixed rate of 7.66%. 

Maturity Notional amount 

2036 $ 25,000 

Weighted average 
fixed rate paid by 
the Company (a) 

4.28% 

(a) For all interest rate derivatives, the Company receives discrete three-month LTHOR. 

Foreign Currency Exchange Risk 

In 2006, the Company issued €352.7 million of student loan asset-backed Euro Notes (the "Ew-o Notes") with an interest rate hasccl 
on a spread to the EURJBOR index. On October 25, 2017, the Company completed a remarketing of the Euro Notes which reset 
principal amount outstanding on the Euro Notes to 5450.0 million U.S. dollars with an interest rate based on the 3-month LIBOR 
index. As a result of the Euro Notes, the Company was exposed to market 1isk related to fluctuations in foreign currency exchange 
rates between the U.S. dollai au<l EU10. Tht: prim.:ipal an<l accruc<l interest on these notes were re-measured at each reporting period 
and recorded in the Company's consolidated balance sheet in U.S. dollars based on the foreign cun-ency exchange rate on that 
date. Changes in the principal and accrued interest amounts as a result of foreign cun-ency exchange rate tlucluations were included 
in the Company's consolidated statements of income. 

The Company entered into a cross-cunency interest rate swap in connection with the issuance of the Euro Notes. On October 25, 
2017, the Company te1minatcd the cross-currency swap when the Euro Notes were remarketed. Under the tenns of the cross
currency interest rate swap, the Company received from the countcrpa1ty a spread to the EURIBOR index based on a notional 
amount of €352. 7 million and paid a spread to the LIBOR index based on a notional amount of $450.0 million. 

The following table shows the income statement impact as a result of the re-measurement of the Euro Notes and the change in the 
fair value of the related derivative instruments. 

Re-measurement of Euro Notes 

Change in fair value or cross currency interest rate swap 

Total impact to consolidated statements of income -
(expense) income (a) 

$ 

$ 

Year ended December 31, 

2017 2016 2015 

(45,600) 11,849 43,801 

34,208 (1,954) (45,195) 

(11,392) 9,895 
===== 

(1,394) 

(a) The financial statement impact of the above items is included in "Derivative market value and foreign currency adjustments 
and derivative settlements, net" in the Company's consolidated statements of income. 

Management structured the cross-currency interest rate swap to economically hedge the Euro Notes to effectively convc1t the Euro 
Notes to U.S. dollars and pay a spread on these notes based on the LIDOR index. However, the cross-currency interest rate swap 
did not qualify for hedge accounting. The re-measurement of the Euro-denominated bonds generally correlated with the change 
in the fair value of the conesponding cross-currency interest rate swap. However, the Company experienced unrealized gains and 
losses between these financial instruments due to the principal and accrued interest on the Euro Notes being re-measured to U.S. 
dollars at each reporting date based on the foreign cun-ency exchange rate on that date, while the cross-cuncncy interest rate swap 
was measured at fair value at each reporting date with the cha11ge in fair value recognized in the current period earnings. 
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Consolidated Financial Statement ,.mpact Related to Derivative.'I 

Balance Sheet 

The following table sununarizes the fair value of the Company's derivatives as reflected on the consolidated balance sheets. 

Fair value of asset derivatives }<'air value of liability derivatives 

As of As of As of As of 

1:3 basis swaps 

December 31, 2017 December 31, 2016 
$ 

December 31, 2017 December 31, 2016 
2,624 

256 Interest rate swaps - floor income hedges 

Interest rate swap option - floor income 
hedge 

Interest raLe caps 

Interest rate swaps - hybrid debt hedges 

Cross-cun-ency interest rate swap 

Other 

Total $ 

543 

275 

818 

81,159 

2,977 

1,152 
7,063 7,34t 

67,605 

2,243 
87,531 7 063 77,826 

During the year ended December 31, 2017 the Company terminated cettain derivatives for net payments of$30.4 million, including 
proceeds of$2. I million and $0. 9 million on the tennination of l :3 basis swaps and intcrcsl rate caps, respectively, and payments 
of$33.4 million on the termination of cross-currency interest rate swap. During the year ended December 31, 2016, the Company 
terminated certain derivatives for net proceeds of $4.0 million, including proceeds of $0.6 million and $3.4 million from the 
termination of l :3 basis swaps and interest rate swaps used to hedge loans earning fixed rate floor income, respectively. 

Offsetting of Derivative Assets/Liabilities 

l11e following tables include the gross amounts related to the Company's derivative portfolio recognized in the consolidated balance 
sheets, reconciled to the net amount when excluding derivatives subject to enforceable master netting arrangements and cash 
collateral received/pledged: 

Derivative assets 

Balance as of 
December 31, 201 7 

Balance as of 
December 31, 2016 

Derivative liabilities 

Balance as of 
December 31, 2017 

Balance as of 
December 3 L, 2016 

Gross amounts of 
recognized assets 
presented in the 

consolidated balance 
sheets 

$ 818 

87,531 

Gross amounts of 
recognized liabilities 

presented in the 
consolidated balance 

sheets 

$ (7,063) 

(77,826) 

Gross amounts not offset in the consolidated 
balance sheets 

Derivatives subject to 
enforceable master 

netting arrangement 

(2,880) 

Cash collateral 
pledged 

475 

Gross amounts not offset in the consolidated 
balance sheets 

Derivatives subject to 
enforceable master 

netting arrangement 

2,880 
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Cash collateral 
pledged 

8,520 

7,292 

Net asset (liability) 

818 

85,126 

Net asset (liability) 

1,457 

(67,654) 
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The following table summari7.es the components of "derivative market value and foreign currency transaction adjustments and 
derivative seulcmcnts, net" included in the consolidated statements of income. 

Year ended ncccmber 31, 

2017 2016 2015 
Settlements: 

I :3 basis swaps $ (3,069) 1,493 1,058 

Interest rate swaps - floor income hedges 10,838 (17,643) (23,041) 

Interest rate swaps - hybrid debt hedges (781) (915) (1,012) 

Cross-currency interest rate swap (6,321) (4,884) (1,255) 

Total settlements - income (expense) 667 (21,949) (24,250) 

Change in fair value: 

1 :3 basis swaps (8,224) (2,938) 12,292 

Interest rate swaps - floor income hedges 3,585 64,111 20)03 

Interest rate swap option - floor income hedge (2,433) (281) (2,420) 

Interest rate caps (893) (419) (1,365) 

Interest rate swaps - hybrid debt hedges 279 304 (295) 

Cros.s-cU1Tency interest rate swap 34,208 (1,954) (45,195) 

Other (143) 1,072 1,730 

Total change in fair value - income (expense) 26,379 59,895 (15,150) 

Re-measurement of Euro Notes (foreign cmrcncy lransaction 
adjustment) - income (expense) (45,600) 11,849 43,801 

Derivative market value and foreign CWTency transaction 
adjustments and derivative settlements, net - income (expense) $ (18,554) 49,795 4,401 

Derivative Instruments - Credit and Market Risk 

New clearing requirements reduce counterparty risk associated with over-the-counter derivatives executed by the Company after 
June 10, 2013. For non-centrally cleared derivatives, lhe Company is exposed to credit risk. 

When the fair value of a non-centrally cleared derivative is positive (an asset in the Company's consolidated balance sheet), this 
generally indicates that the counterparty would owe the Company if the derivative was settled. Iflhe countcrparty fails to perform, 
credit risk with such counterparty is equal lo the extent of the fair value gain in the derivalive less any collateral held by the 
Company. If the Company was unable lo collect from a counterparty, it would have a loss equal to the amount the derivative is 
recorded in the consolidated balance sheet. 

The Company considers cotmterpartics' credit risk when detennining the fair value of derivative positions on its exposure net of 
collateral. However, the Company docs not use the collateral to offset fair value amounts recognized for derivative instruments in 
the financial statements. 

When the fair value of a non-centrally cleared derivative is negative (a liability in the Company's consolidated balance sheet), the 
Company would owe the counterpatty if the derivative was settled and, therefore, has no inunediate credit risk. If the negative 
fair value of derivatives with a counterparty exceeds a specified threshold, the Company may have to make a collateral deposit 
with the counterparty. The threshold at which the Company may be required to post collateral is dependent upon the Company's 
unsecured credit rating. The Company believes any downgrades from its current unsecured credit rating (Standard & Poor's: BBB
(stable outlook), Moody's: Bal (stable outlook), and DBRS: BRR (low) (stable outlook)), would not result in additional collateral 
requirements of a material nauue. In addition, no counterparty has the right to tem1inatc its contracts in the event of downgrades 
from the cun·ent ratings. 
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Interest rate movements have an impact on the amount of collateral the Company is required to deposit with its derivative instmment 
counterparties and variation margin payments to its third-party clearinghouse. The Company attempts to manage market risk 
assoc.iated with interest rates by establishing and monitoring limits as to the types and deh•Tee of risk that may be undertaken. The 
Company's derivative portfolio and hedging strategy is reviewed periodically by its internal risk committee and board of directors' 
Risk and Finance Committee. With the Company's ctment derivative portfolio, the Company docs not currently anticipate any 
movement in interest rates having a matc1ial impact on its liquidity or capital resources, nor expects ti.tture movements in interest 
rates to have a material impact on its ability to meet potential collateral deposits with its counterpartics and variation margin 
payments to its third-party clearinghouse. Due to the existing low interest rate environment, the Company's exposure to downward 
movements in interest rates on its interest rate swaps is limited. In addition, the historical high co1Telation between one-month 
and three-month UBOR limits the Company's exposure to interest rate movements on the 1 :3 Basis Swaps. 

7. Investments and Notes Receivable 

/\. surrunary of lhe Company's investments an<l notes receivable follows: 

lovt$lmeuts {at fair value): 

Available-for-sale investments: 

Srudem loan asset-backed and other debt securilics {h) 

Equity securities 

Total available-for-sale investments 

Trading investments - equity securities 

Total available-for-sale and u·ading investment:! 

As of lletember .ll, 2017 As nf Dec em bcr 31, 2016 

Gross Gi·oss Gross Gn,~s 
Amortl:r.ed unrealized un1·e11lized Amortized unreulized unrealized Fllir 

cost gllins losses (a) Fail· v•lue __ c_u_st _ __ g.;..a_i•_•• _ __ lo_s_sc_s _ __ v_al_ue_ 

$ 71.943 

1,630 

$ 73,573 

5,056 

2,298 

7,354 

(25) 76,974 98,260 

3,928 720 

(25) 80.902 98,980 

80,902 

6,280 (641) 103,899 

1,930 (61) 2,589 

8,210 (702) ]06,488 

105 

106,593 

Other Inve~lmenl.s and N<1les Receivable (not musu1·ed ~I fuir Yltlue): 

Venture capilnl and funds 

Real estate 

Notes receivable 

Tax liens nnd affordable hou$ing 

Total investments and notes receivable $ 

&4,7S2 69,789 

49,464 48,379 

16,393 17,031 

9,027 12,352 

240,538 254,144 

(a) As of December 31, 2017, the aggregate fair value of available-for-sale investments with unrealized losses was $12.3 
million of which none had been in a continuous unrealized loss position for greater than 12 months. Because the Company 
currently has the intent an<l ability to retain these investments for an anticipated recovery in fair value, as of December 31, 
2017, lhe Company considered the decline in market value or its available-for-sale investments to be temporary in nature 
and did not consider any of its investments other-than-temporarily impaired. 

(b) As of Deeember 31, 2017, the stated maturities of substantially all of the Company's student loan asset-backed securities 
and other debt securities classified as available-for-sale were greater than IO years. 
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The following table summarizes the amount included in "other income" in the consolidated statements of income related to the 
Company's investments classified as available-for-sale and trading. 

Year ended December 31, 

2017 2016 2015 
Available-for-sale securities: 

Gross realized gains $ 3,767 3,099 3,402 

Gross realized losses (1,239) (1,192) (447) 

Trading securities: 

Unrealized gains (losses), net (14) 525 (715) 

Realized gains (losses), net 341 (2,097) 

$ 2,514 2,773 143 

8. Business Combination 

ALLO 

On December 31, 2015, the Company purchlls~d 9?..5 percent of the ownership interests of ALLO for total cash consideration of 
$46.25 million. On January 1, 2016, the Company sold a l.O percent ownership interest in ALLO to a non-related third-party for 
$0.5 million. The rc::maining 7.5 percent of the ownership interests of ALLO is owned by ALLO management, who has the 
oppo1tunity to eam an additional I 1.5 percent ( up to 19 percent) of the total ownership interests based on the financial performance 
of ALLO. The additional ownership interests that A LLO management has lhe opportunity to earn are based on lheir continued 
empioyment with ALLO. Accordingiy, the vaiue associated with the ownership interests issued to these employees of $1.0 million 
will be recognized by ALLO as compensation expense over the performance period. 

ALLO provides pure fiber optic service to homes and businesses for internet, television, and telephone services. The acquisition 
of ALLO provides ad<litiona! diversification of the Company's revenues and cash flows outside of education. In addition, the 
acquisition leverages the Company's existing infrastructure, customer service capabilities and call centers, and financial strength 
and liquidity for continued growth. 

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the acquisition date. 
During the first quarter of 2016, the Company recognized certain adjustments to the provisional amounts recorded at December 
31, 2015 lhat were needed to reflect new infonnation obtained about facts and circumstances that existed as of the acquisition 
date. The net impact of these adjustments was an increase to goodwill, and the adjustments had no impact on operating results. 

Cash and cash equivalents 
Restricted cash 
Accounts receivable 

Property and equipment 
Other assets 
Intangible assets 

Excess cost over fair value of net assets acquired (goodwill) 
Other liabilities 

Bonds and notes payable 
Net assets acquired 
Minority interest 
Total consideration paid by the Company 

$ 

$ 

334 
850 

1,935 

32,479 

371 
11,410 
21,112 
(4,587) 

(13,904) 
50,000 
(3,750} 
46,250 

The $11.4 million of acquired intangible assets on the date of acquisition had a weighted-average useful life of approximately 12 
years. The intangible assets that made up this amount included customer relationships of$6.3 million (IO-year useful life) and a 
trade name of$5. I million (15-year useful life). 
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The $21.J million of goodwill was assigned to the Communications operating segment and is expected to he deductible for tax 
purposes. The amount allocated to goodwill was primarily attributable to future customers to be generated through the continued 
expansion of ALLO's services in rural markets. 

The profonna impacts of the acquisition on the Company's historical results prior to the acquisition were not material. 

9. Intangible Assets 

Intangible assets consist of the fol lowing: 

Weighted 
average 

remaining 
useful life as of 
December 31, 
2017 (months) 

As of 
December 31, 

2017 

Asof 
December 31, 

2016 

Amortizable intangible assets, net: 

Customer relationships (net of accwnulated amortization of $12,715 
and $8,548, respectively) 160 $ 24,168 28,335 

Trade names (net of accumulated amortization of $2,498 and 
$1,653, respectively) 89 9,074 9,919 

Computer software (net of accumulated amortization of $10,013 
and $5,675, respectively) 14 4,958 9,296 

Covenants not to compete (net of accumulated amortization of 
$ I 27 and $91, respectively) 77 227 263 

Total - amortizable intangible assets, net 124 $ 38,427 47,813 

The Company recorded am01tization expense on its intangible assets of$9.4 million, $11.6 million, and $9.8 million during the 
years ended December 31, 2017, 2016, and 2015, respectively. The Company will continue to amortize intangible assets over 
their remaining useful lives. As of December 31, 2017, the Company estimates it will record amortization expense as follows: 

2018 $ 10,428 

2019 6,990 

2020 3,789 

2021 3,077 

2022 2,474 

2023 and thereafter 11,669 

$ 38,427 

10. Goodwill 

The change in the carrying amount of goodwill by reportable operating segment was as follows: 

Tuition 
Payment 

Processing Corporate 
Loan Systems and Campus Asset Generation and Other 
and Servklng Commerce Communications and Management (a) Activities Total 

Balance as of December 31, 2015 $ 8,596 67,168 19,800 41,883 8,553 146,000 

ALLO purch~e price adjustment 1,312 1,312 

Balance as of December 31, 2016 8,596 67,168 21,112 41,883 8,553 147,312 

Impainnent expense (3,626) (3,626) 

Sale of Peterson's (4,927) (4,927) 

Balance as of December 31, 2017 $ 8,596 67,168 21,112 41,883 138,759 
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(a) As a resultoflhe Reconciliation Aclof20 I 0, the Company no longer originates new FFELP loans, and net inlerest income 
from the Company's existing FFELP loan po1ifolio will decline over time as the Company's portfolio pays down. As a 
result, as this revenue stream winds down, goodwill impairment will be triggered for the Asset Generali on and Management 
reporting unit <luc to the passage of time and depletion of projected cash flows stemming from its FFELP student loan 
portfolio. Management believes the elimination of new FFELP loan originations will not have an adverse impact on the 
fair value of the Company's olhcr reporting units. 

The Company reviews goodwill for impairment annually. This annual review is completed by the Company as of November 30 

of each year and whenever triggering events or changes in circumstances indicate its canying value may not be recoverable. On 
November 30, 2017, due to the anlicipatcd sale of Peterson's, the Company recognized an impairment expense of $3.6 million 
related to goodwill initially recorded upon the acquisition of Peterson's. On December 31, 2017, the Company sold Peterson's for 
$5.0 million in cash. The impairment expense recognized by the Company is included in "other expenses" in the consolidated 
statement of income. 

For the 2017 annual review of goodwill, with the exception of the sale of Peterson's as discussed previously, the Company assessed 
qualitati vc factors and concluded it was not more likely !han not that the fair value of its reporting units were less than their carrying 
amount. As sttch, the Company was not required to perform further impairment testing and concluded there was no impairment 
of goodwill. 

11. Property and l(quipment 

Properly and equipment consisted of the following: 

As of December 31, 

Useful life 2017 2016 
Non-communicat:kms: 

Computer equipment and software 1-5 yean. $ 124,708 97,317 

Building and building improvements 5-39 years 24,003 13,363 

Office fumilure and equipment 3-7 years 15,210 \2,344 

Leasehold improvements 5-15 years 7,759 3,579 

Transportation equipment 4-10 years J,813 3,809 

Land 2,628 1,682 

Construction in progress 4,127 16,346 

182,248 148,440 

Accumulated depreciation - non-communications !05,017 91,285 

";on-eommunkations, net propet·ty and equipment 77,231 57,155 

Communications: 

Network plant and fiber 5-15 years 138,122 40,844 

Customer located property 5-10 years 13,767 5,138 
Central office 5- l5 years 10,754 6,448 

Transportation equipment 4-10 years 5,759 2,966 

Computer equipment and software 1-5 years 3,790 2,026 

Other l-39 years 2,516 1,268 

Land 70 70 

Construction in progress 11,620 12,537 

186,398 71,297 

Accumulated depreciation - communications 15,578 4,666 

Communications, net property and equipment 170,820 66,631 

Total property aod equipment, net $ 248,051 123,786 

The Company recorded depreciation expense on its property and equipment of S30.2 million, S22.4 million, and $16.5 million 
during the years ended Dceemhcr 31, 20l7,2016, and 2015, respectively. 
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The Company's common stock is divided into two classes. The Class B common stock has ten votes per share and the Class A 
conunon stock has one vote per share on all matters to be voted oo by the Company's shareholders. Each Class B share is convenible 
at any time at the holder's option into one Class A share. With the exception of the voting rights and the conversion feature, the 
Class A and Class Il shares arc identical in tem1s of other rights, including dividend and liquidation rights. 

Stock Repurchases 

The Company has a stock repurchase program that expires on May 25, 2019 in which it can repurchase up to five million shares 
of its Class A common stock on the open market, through private transactions, or otherwise. As ofDecember 31, 2017, 3.1 million 
shares may still be purchased under the Company's stock repurchase program. Shares repmchasc<l by the Company during 2017, 
2016, and 2015 arc shown in the table below. 

Year ended December 3 J, 2017 

Y car ended December 31, 2016 

Year ended December 31, 2015 

13. Earnings per Common Share 

Total shares 
repurchased 

1,473,054 $ 

2,038,368 

2,449,159 

Average price of 
Purchase price shares repurchased 
(in thousands) (per share) 

68,896 $ 46.77 

69,091 33.90 

96,169 39.27 

Presented below is a summary oflhe components used to calculate basic and diluted earnings per share. The Company applies the 
two-class method in computing bolh basic and diluted earnings per share, which requires the calculation of separate earnings per 
share amounts for common stock and unvcstcd share-based awards. Un vested share-based awards that contain nonforfcitablc rights 
to dividends are considered securities which participate in undistributed earnings with corrunon stock. 

Year ended December 31, 

2017 2016 2015 

Unvcstcd Unvested Unvested 
restricted restricted restricted 

Common stock Common stock Common stock 
shareholder.~ shareholders Total shareholders shareholders Tomi shareholders shareil<J lders Total 

Numerator: 

Net income 
attributable to 
Nelnet, Inc. $ 171,442 1,724 173,166 254,063 2,688 256,751 265,129 2,850 267,979 

Denominator: 

Weighted-
avenage 
common 
shares 
outstanding -
basic a11d 
diluted 41,375,964 415,977 41,791,941 42,222,135 446,735 42,669,070 45,045,199 484,141 45,529,340 

Earnings per share 
- basic and 
diluted $ 4.14 4.14 4.14 6.02 6.02 6.02 5.89 5.89 5.89 

Unvested restricted stock awards are the Company's only potential common shares and, accordingly, there were no awards that 
were antidilutive and not included in average shares oulstanding for the diluted earnings per share calculation. 
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As ofDeecmber 31, 20 l 7, a cumulati vc amount of 171,519 shares ha vc been defeJTed by non-employee directors under the Directors 
Stock Compensation Plan and will become issuable upon the termination of service by the respective non-employee director on 
the board of directors. These shares arc included in the Company's weighted average shares outstanding calculation. 

14. Income Taxes 

The Company is subject to income taxes in the United States, Canada, and Australia. Significant judgment is required in evaluating 
the Company's tax positions and detennining the provision for income taxes. During the ordinary course of business, there are 
many transactions and calculations for which the ultimate tax determination is uncertain. 

As required by the Income Taxes Topic of the FASB Accounting Standards Codificati011 ("ASC Topic 740"), the Company 
recognizes in the consolidated financial statements only those tax positions determined to be more likely than not of being sustained 
upon examination, based on the technical merits of the positions. It further requires that a change in judbrment related to the expected 
ultimate resolution of uncertain tax positions be recogni7.ed in earnings in the period of such change. 

As of December 31, 2017, the total amount of gross unrecognized tax benefils (excluding the federal benefit received from state 
positions) was $28.4 million, which is included in "other liabilities" on the consolidated balance sheet. Of this total, $22.4 million 
(net orHte federal benefit on state issues) represents the amount ofllllfecognized tax benefits that, if recognized, would favorably 
affect the effective tax rate in future periods. The Company cWTently anticipates uncertain tax positions will decrease by $7. l 
million prior to December 31, 2018 as a result of a lapse of applicable statutes of limitations, settlements, correspondence wilh 
examining authorities, and recognition or measurement considerations wilh federal and state jurisdictions; however, actual 
developments in this area could differ from those currently expected. Of the anticipated $7.1 million decrease, $5.6 million, if 
recognized, would favorably affect the Company's effective tax rate. A reconciliation of the beginning and ending amount of gross 
unrccogni7.ed tax benefits follows: 

Gross balance - beginning of year 

Additions based on tax positions of prior years 

Additions based on tax positions related to the cWTent year 

Settlements with taxing authorities 

Reductions for tax positions of prior years 

Reductions based on tax positions related to the current year 

Reductions due to lapse of applicable statutes of limitations 

Gross balance - end of year 

$ 

$ 

Year ended December 3 i, 

2017 2016 

28,004 27,688 

145 904 

2,903 4,347 

(356) (3,088) 

(2,275) (1 ,847) 

28,421 28,004 

All the reductions shown in the table above that arc due to prior year tax positions and the lapse of statutes oflimitations impacted 
the effective tax rate. 

The Company's policy is to recognize interest and penalties accrued on uncertain tax positions as part of interest expense and other 
expense, respectively. As of December 31, 2017 and 2016, $4.5 million and $3.5 million in accrued interest and penalties, 
respectively, were included in "other liabilities" on the consolidated balance sheets. The Company recognized interest expense 
of$0.8 million, $0.3 million, and $1.2 million related to uncertain tax positions for the years ended December 31, 2017, 2016, 
and 2015, respectively. The impact to the consolidated statements of income related to penalties for uncertain tax positions was 
not significant for the years 2017, 2016, and 2015. The impact of timing differences and tax attributes are considered when 
calculating interest and penalty accruals associated with the unrecognized tax benefits. 

F-39 



NKLNb:T, INC. AND SUBSIDIARIES 
Notes to Consolidated financial Stalcments - (continued) 

(Dollars in thousands, except share amounts, unless otherwise noted) 

The Company and ils subsidiaties file a consolidated federal income tax return in the U.S. and the Company or one ofits suhsi<liarics 
tiles income tax returns in various state, local, and foreign jurisdictions. The Company is no longer subject to U.S. federal income 
tax examinations for years p1ior to 2014. The Company is no longer subject to U.S. state and local income tax examinations hy 
tax authorities prior to 2007. As of December 31, 2017, the Company has tax unce1tainties that remain unsettled in the following 
jurisdictions: 

California 
Maine 
New York 
Texas 

The provision for income taxes consists of the following components: 

Current: 

federal s 
State 

Foreign 

Total current provision 

Defen-ed: 

Federal 

State 

foreign 

Total deferred provision 

Provision for income tax expense $ 

2010 through 2015 
2011 through 2016 
2008 lhrough 2014 
2007 through 2009 

Year ended December 31, 

2017 2016 

65,196 111,302 

1,246 3,019 

(35) (13) 

66,407 114,308 

(8,270) 25,423 

6,618 l,976 

108 (394) 

(1,544) 27,005 

64,863 141,313 

2015 

140,778 

4,530 

23 

145,331 

3,572 

3,875 

(398) 

7,049 

152,380 

The differences between the income tax provision computed at the statutory federal corporate tax rate and the financial 
statement provision for income taxes are shown below: 

Year ended December 31, 

2017 2016 2015 

Tax expense at federal rate 35.0 % 35.0 % 35.0 % 

Increase (decrease) resulting from: 

Reduction of statutory federal rate (a) (8.0) 

State tax, net of federal income tax benefit 1.6 1.1 I.0 

Provision for uncertain federal and state tax matters 0.9 

Tax credits (1.3) (0.6) (0.5) 

Other (0.1) 

Effective tax rate 27.3 % 35.5 % 36.3 % 

(a) The Tax Cuts and Jobs Act (the 'Tax Act"), signed into law on December 22, 2017, changes existing Uniled States tax 

law and includes numerous provisions that a ffcct businesses, including the Company. The Tax Act, for instance, inlroduces 
changes thal impact U.S. corporate tax rates, business-related exclusions, and deductions and credits. 

The Company accounted for the change in tax laws in accordance with ASC Topic 740 that provides guidance that a 
change in lax law or rates be recognized in the financial reporting period that includes the enactment date, which is the 
date the changes were signed into law. The income tax accounting effect of a change in tax laws or tax rates includes, 
for example, acljusting (or re-measuring) deferred lax liabilities and deferred tax assets, as well as evaluating whether a 
valuation allowance is needed for deferred tax assets. The Company re-measured its deferred tax liabilities and deferred 
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tax assets as of December 22, 20 l 7 resulting in a decrease to income tax expense of $ I 9 .3 million. The Company 
dcte1mined no valuation allowance was needed for any dcfc1Tcd tax assets as a result of the Act 

Tn December 2017, the Sccmities and Exchange Commission staff issued Staff Accounting Bulletin No. I 18 (SAD 118), 
which provides guidance regarding how a company is to reflect provisional amounts when necessary infunnation is not 
yet available, prepared, or analyzed sufficiently to complete its accounting for the effect of the changes in the Tax Act. 
The income tax benefit of $19 .3 minion recorded during the year ended December 31, 2017 represents al I known and 
estimable impacts of the Tax Act and is a provisional amount based on the Company's current hest estimate. This provisional 
amount inc01poratc.s assumptions made based upon the Company's cu1Tent interpretations of the Tax Act and may change 
as the Company receives additional clarification and implementation guidance, and as data becomes available allowing 
fora more accurate scheduling of the deferred tax assets and liabilities, including those related to items potentially impacted 
by the Tax Act such as accruals in 2017 related to payments not occuning until later in 201.8, partnership basis, and tax 
implications of the Tax Act at state and local jurisdictions. Adjuslmenls to this provisional amount through December 22, 
2018 will be included in income from operations as an adjustment lo lax expense in future periods. 

The tax effoct of temporary differences that give rise to deferred tax assets and liabilities include the following: 

Deferred tax assets: 

Slu<lenL loans 

Deferred revenue 

Securiti:tations 

Intangible assets 

Accrued expenses 

Stock compensation 

Total gross defeffe<l tax assets 

Less valuation allowance 

Net deferred tax assets 

Deferred tax liabilities: 

Basis in certain derivative contracts 

Partnership basis 

Loan origination services 

Depreciation 

Debt repurchases 

Debt and equity investments 

Other 

Total gross deferred tax liabilities 

Net deferred tax liability 

2017 

$ 

$ 

As of December 31, 

2016 

13,532 

3,246 

2,970 

2,899 

2,246 

1,744 

26,637 

(254) 

26,383 

23,051 

21,474 

8,001 

4,958 

'.l,856 

1,767 

823 

63,930 

(37,547) 

20,980 

2,699 

5,675 

4,821 

3,533 

2,948 

40,656 

(264) 

40,392 

46,636 

4,976 

13,019 

5,128 

12,457 

3,246 

360 

85,822 

(45,430) 

The Company has perfonued an evaluation of the recovcrahi lity of deferred tax assets. In assessing the realizability ofthe Company's 
def<med tax assets, management considers whether it is more likely than not that some portion or all of the deferred tax assets will 
be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the 
pe1iod in which those temporary differences become deductible. Management eum;iders the scheduled reversals of deferred tax 
liabilities, projected taxable income, carry back opportunities, and tax planning .strategies in making the assessment of the amount 
of the valuation allowance. With the exception of a portion of the Company's state net operating loss, it is management's opinion 
that it is more likely titan not that the deferred tax assets will be realized and should not be reduced by a valuation allowance. The 
amount of deferred tax assets considered realizable could be reduced in the near term if estimates of futw-e taxable .income during 
the cany forward period arc rcdltced. 

As of December 3 l, 2017 and 20 l6, the Company had a current income tax receivable of $42.4 million and $13.0 million, 
respectively, that is included in "other assets" on the consolidated balance sheets. 
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15. Segment Reporting 

The Company has four reportable operating segments. The Company's reportable operating segments include: 

• Loan Systems and Servicing 
• Tuition Payment Processing and Campus Conunerce 
• Conununications 
• Asset Generation and Management 

The Compaoy earns fee-based revenue tltrough its Loan Systems and Servicing, Tuition Payment Processing, and Conununications 
operating segments. In addition, the Company earns interest income on its loan portfolio in its Asset Generation and Management 
operating segment. 

The Company's operating segments are defined by the products and services they offer and the types of customers they serve, and 
they reflect the manner in which financial information is currently evaluated by management. See note l, "Description ofBusiness," 
for a description of each operating segment, including the primary products and services offered. 

The management reporting process measures the performance of the Company's operating segments based on the management 
structure of the Company, as well as the methodology used by management to evaluate performance and allocate resources. 
Executive management (the "chief operating decision maker") evaluates the pcrfonnance of the Company's operating segments 
based on their financial results prepared in conformity with U.S. GAAP. 

The accounting policies of the Company's operating segments are the same as those described in the summary of significant 
accounting policies. lntersegment revenues are charged by a segment that provides a product or service to another 
segment. lntersegment revenues and expenses arc included within each segment consistent with the income statement presentation 
provided to management. Income taxes are al located based on 38% of income before taxes for each individual operating segment. 
The difference between the consolidated income tax expense and the sum of taxes calculated for each operating segment is included 
in income tru<es in Corporate and Other Activities. 

Ct,rporate and Other Activities 

Other business aL1ivities and operating segments that are not reportable are combined and included in Corporate and Other 
Activities. Corporate and Other Activities includes the following items: 

• Income earned on certain investment activities 
• 1nterest expense incurred on unsecured debt transactions 
• Other product and service offerings that are not considered repo11able operating segments including, but not limited to, 

WRCM, the SEC-registered investment advisor subsidiary 

Coiporate and Other Activities also includes certain corporate activities and overhead functions related to executive management, 
internal audit, human resources, accounting, legal, enterprise risk management, information technology, occupancy, and marketing. 
These costs are allocated to each operating segment based on estimated use of such activities and services. 

Segment Results 

The following tables include the results of each of the Company's reportable operating segments reconciled to the consolidated 
financial statements. 
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Year ended December 31, 2017 

l'ultton 
P;:tymt:nt Asscr 

rroceufng Generation Corporate 
f .oan Systtms :mdCampu$ a.,d •ndOlber 
and Senic!ng c.-.mnaerc,c Comrouokations h>fanagtmtnt Ac«ivit:ft$: F.U1oin1tiuns Tor.I 

Total interest income s 51) 17 764,225 n,64.1 (7,976) 770,426 

Interest expense S.427 464,2S6 J,477 (7,976) 465.188 

Net interest income SIO 17 (5,424) 299,%9 10,166 305,238 

Less provision for tom losses 14,450 14.450 

Net interc.•t it1come (loss) after provision for ll)an losS<::l .110 17 (5,424) 28:i,519 10,166 290,7&8 

Other income: 

Loan systems and se1vicing revenue 223,000 223,000 

lnterscgmen\ servicing revenue 41,674 (41,674) 

Tuition payment processing, school information, ~nd campus 
commerce revenue 145,751 145,751 

Conununica1ions revenue 25,700 25,700 

Othel' income 13,424 39.402 S2,&26 

Gain on sale of loans nnd debt repurcha~s, net (1,567) 4,469 2,902 

Dcri val i vc settlements, net 1,448 (781) 667 

Dorivafivc marl<el value and foreign cun-eocy transac.1ion 
adjustments, net (19,357) 136 (19,221) 

Total other income 2(.4,li74 l4S,7SI 25,700 (6,052) 43,226 (41,674) 431,625 

Opera1ing expenses: 

Salaties and hcncfi~ 156,256 69.SOO 14,947 1,S48 S9.633 301,885 

Depreciation and amortization 2,864 9,424 11,835 ls.418 39,541 

Loan servlcing fee,:::; 22,7)4 22,734 

Cosr to provide communications services 9,950 9,950 

Other expenses )9,126 19,138 &,074 3,900 .'il,381 121,619 

lntersegmcnt expenses, net 3J,fi71 9.019 2,101 42,8!0 (44,208) (41,674} 

To1al operating expenses 230,117 107,141 46,907 71,012 82,224 (41.674) 495.729 

lncornc (loss) before income taxes lS,067 38.627 (26,631) 208,455 (28,832) 226,684 

Income ta• (cxpen~e) benefit (18,11.M) (14,678) 10,120 (79,213) 37.036 (64,863) 

Net income (loss) 16,939 23,949 (16,SII) 129,242 8,204 161,821 

Net los~ (income) att1ibutable to noncontrnlling intcn:sls 12,640 (1,295) 11,345 

Net income (loss) attributable to Nelnet, Inc. $ 29,579 23.949 (16,511} 129,242 6,909 173,166 

Total assets as of December 31, 2017 s 122,}30 250,351 214,336 22,910,974 &7?,8S9 (411,415) 23,964,435 
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Vear ended December 31, 2016 

Tuition 
r2)·ment i\s.!<1 

Pru..:tssing Generation Curporttt 
Loan Sy~lems an<I Compos •nd and Other 
and .Servicing Commerct CommunlcalloM Management AcllYilies F,fltnlns.rfons To1,1 

Total inlere~t iocot11c s 111 9 754,788 10,913 (S,1176) 760,716 

Interest expense 1.271 385,913 6,076 (5.076) 3&8.183 

Net interest income Ill 9 (1,270) 368.87.5 4,837 372,5(.3 

Less provision for loan losses 13,SOO 13,500 

Net interest income (loss) after provisiou for loao Josse~ Ill ~ (1,270) 355,375 4,8.17 3S9,06] 

Other income: 

f .o,u1 8ystem~ nnd servicing revenue 214,846 214,846 

Intersegment servicing revenue 4S,3&1 (4S,3HI) 

Tuition payment processiog, school infonnalion, and 
campus commerce revenue 132,730 132,730 

Commwrications revenue 17.659 11,659 

Eorolhnent &ervices reve.cue 4,326 4,326 

Other income IS.709 38,221 53,929 

Gain on sale of loans and debt repurchases, net S,846 2,IJS 7,YMI 

Derivalive settlements, nel {21,034) (915) (21.94q) 

Derivative market value and foreign currency trnns~ctioo 
adjustments. net 70.368 1.)76 71,744 

Total olher income 260,227 132,730 17,659 70,889 45,143 (45,3&1) 481,266 

Operating exrenses: 

Salaries Md benefits 132,072 62,329 7,649 1.985 SL,889 255,924 

Depreciation and amorti2alion l,980 10,595 6,060 IS,298 )3,933 

Loao servicing foes 25,750 25,750 

Cost to provide communications sel'vices 6,866 6,866 

Cost to provide enrollment sccvices 3.623 3,623 

Other expenses 40,715 18.486 4,370 6.005 15,843 115,419 

lntersegment expenses, net 24,204 6,615 958 46,494 (32,889) (45..l&I) 

Total operaliog expenses \Y8,97l 98,025 25,903 80,234 83,761 (45,381) 441,515 

Income (loss) before income taxe! 61,361 34,114 (9,514) 346.030 (33,784) 398,814 

Income tax (expense) benefit (23,J 1q) (13,191) 3,61S (lJl,4</2) 23,074 (141,313) 

Nel income (loss) 38.048 ll,523 (5,899) 214,538 (10,710) 2S7,S0i 

Net Joss (income) attributal>le to noocontrolling interests (750) (7SO) 

Net income (loss) attributable to Nelnet, Inc. s 38,048 21,523 (S,&99) 214.SJ8 (11,460) 256.75\ 

Total asseta a.s of December 3l, 2016 l 55,469 2)0,28J JOl,104 26,)78,467 682,459 (256,6&7) 27,193,095 
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Year ended Decembe1· 31, 2015 (a) 
Tulrtou 

P'.tymen« As~C( 
PN>Ct.8SinR Gener~1ion Corporate 

I .o~n Sy$h:ms ~nd Campus and ~ncl Otl1t:r 
and Servicing <:ontmen.:c Communkations Maoagtment Actt\•lde.c 

Total i nlcrc$C lo come s 49 728,199 7,686 

Interest expense 297,625 6,41) 

Net interest income 49 3 430,.174 1,273 

less provision for loan losses 10.150 

Net inte.-esl incornc (lo,s) ..flcr provisiou for loan losse., 49 420,424 1,273 

Other income: 

Loan •ystcms and servicing revenue 239,85X 

lntcr,cgmenl servicing reveaue 50,354 

Tuition payment processing, school info1matio11, and campus 
cornrncrcc revenue 120,365 

Enrollment ,crvices reveuue 51,073 

Other income (925) 15,939 32,248 

Gain on sale of loans and debt repurchases. net 2,034 ),l 19 

Derivative settlements, net (2.l,2.l8) (1,012) 

Derivative market value and forcib"' currency tr.insaction 
adjustmeots, net 27,216 l,435 

Total other income 2'10,212 119,440 21,'ISL 86.863 

Operating expenses: 

Salaries and benefits 134,635 55,523 2,172 55,585 

Depreciation and amorti1.atio11 1,931 8,992 15,420 

Loan setv,cing Ices J0.213 

Cost to provide enrollment services 41.733 

Olher expenses 57,799 15,161 5,083 44.971 

ln1erscgmcnt expenses, net 29,706 S,617 50,899 (38,868) 

Total opccacing txpenses 224,071 K8,2'1J 88,3G7 11&,84) 

Income (loss) before income laxes 66,190 JJ,150 354,008 (30,705) 

Income tax (expense) benetit (25,153) (11,838} (134,522) 1'1,1.n 

Net income (loss) 41,007 19,312 219,486 (11,573) 

Net loss (income) atlributahle to noncontm II ini,: i ntec~sts 20 (305) 

Net income (lo.qs) auributahlc to Nelnet, Inc. $ 41,057 19,312 219,486 (11,878) 

Toti,I ~sscl• a.s of December 31, 2015 s &0,459 229,GJS 68,760 29,634,280 624,953 

mimlnations Tntal 

(1,828) 7.\4,109 

(1,828) 301.?.10 

431,899 

10.150 

421,749 

239.858 

(50,354) 

12fl,365 

51.073 

47,262 

5,153 

(24,250) 

28,651 

(50,354) 468,l t2 

247,914 

26,343 

]0,213 

41.733 

t1l,Ol4 

(50,J;4) 

(50,354) 469.217 

420.644 

(152,380) 

268,264 

(285) 

267,979 

(21~.92)) 30,419,144 

(a) On December 3I,2015, the Company purchased ALLO. The A LLO assets acquired and liabilities assumed were recorded 
by the Company at their respective fair values at the date of acquisition. As such, ALLO's assets and liabilities as of 
December 31, 2015 are included in the Company's consolidated balance sheet. However, ALLO had no impact on the 
consolidated statement of income during 2015. 

16. Major Customer 

The Company earns loan servicing revenue from a servicing contract with the Department that is currently set to expire on June 
16, 2019. Revenue earned by the Company's Loan Systems and Servicing operating segment related to this contract was $155.8 
million, $151.7 million, and $133.2 million for the years ended December 31, 2017, 2016, and 2015, respectively. In April 2016, 
the Department's OlTicc of Federal Student Aid announced a new contract procurement process for the Deparlmcnt to acquire a 
single servicing platform to manage all student loans owned by the Department. 

In May 2016, Nelnet Servicing, a subsidiary of the Company, and Great Lakes submitted a joint response to the procurement as 
part of their GreatNct joint venture created to respond to the contract solicitation process and to provide services under a new 
contract in the event that the Dcpa1tment selects it for a conlract awar<l. On August l, 2017, the Department canceled the prior 
procurement process. On fcbrua,y 20, 2018, the Department's Office of Federal Student.Aid released infmmation regarding a 
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new contract procurement process. The contract solicitation process is divided into two phases . .Responses for Phase One are due 
on April 6, 20.18. The contract solicitation requests responses from interested vendors for nine components. Vendors may provide 
a response for an individual, multiple, or all components. The Company intends to respond to Phase One of the solicitation. 

17. Leases 

The Company leases certain office space and equipment under operating leases. As operating leases expire, it is expected that 
they will be replaced with similar leases. Future minimum lease payments under these leases are shown below: 

2018 

2019 

2020 

2021 

2022 

2023 and thereafter 

Total minimum lease payments 

$ 

$ 

5,277 

4,337 

3,628 

2,002 

1,649 

4,857 

21,750 

Total rental expense incurred by the Company for the years ended December 31, 2017, 2016, and 2015 was $5.7 million, $6.0 
million, and $5.5 million, respectively. 

18. Defined Contribution Benefit Plan 

The Company has a 401 (k) savings plan that covers substantially all of its employees. Employees may contribute up to 100 percent 
of their pre-tax salary, subject to IRS limitations. The Company matches up to l 00 percent on the firsl 3 percent of contributions 
and 50 percent on the next 2 percent. The Company made contributions to the plan of $6.2 million, $5. l million, and $4.6 million 
during the years ended December 3 l, 2017, 2016, and 2015, respectively. 

19. Stock Based Compensatio.n Plans 

Restricted Stock Pla,i 

The following table swnmarizes restricted stock activity: 

Vear ended December 31, 

2017 2016 2015 

Non-vested shares at beginning of year 447,380 471,597 499,463 

Granted 107,237 123,181 126,946 

Vested (131,988) (113,507) (108,424) 

Canceled (24,419) (33,891) (46,388) 

Non-vested shares at end of year 398,210 447,380 471,597 
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As ofDcccmher 31, 2017, there was $8.1 million ofunrecognized compensalion cost included in equity on the consolidated balance 
sheel related to restricted stock, which is expected to be recognized as compensation expense as shown in the table below. 

2018 $ 3,211 

2019 1,960 

2020 1,21 l 

2021 73 l 

2022 439 

2023 and thereafter 596 

$ 8,148 

For the years ended December 31, 2017, 2016, and 2015, the Company recognized compensation expense of $4.2 million, $4. l 
million, and $5.2 million, respectively, related to shares issued under lhc restricted stock plan, which is included in "salaries and 
henefits" on the consolidated statements of income. 

Hmployee Share Purchase Plan 

The Company has an employee share purchase plan pursuant to which employees are entitled to purchase Class A common stock 
from payroll deductions at a 15 percent discount from market value. During the years ended December 31, 2017, 20 l 6, and 2015, 
the Company reco1-,rnized compensation expense of approximately $197,000, $287,000, and $147,000, respectively, in connection 
with issuing 16,989 shares, 25,551 shares, and 23,912 shares, respectively, under this plan. 

Non-employee Directors Compensation Plan 

The Company has a compensation plan for non-employee directors pursuant to which non-employee direclors can elect to receive 
their annual retainer fees in the f01m of cash or Class A common stock. T fa non-employee director elecls to recci vc Class A common 
stock, the number of shares of Class A common slock that are awarded is equal to the amount of lite a1U1ual retainer fee otherwise 
payable in cash divided by 85 percent of the fair markcl value of a share of Class A common stock on the date the fee is payable. 
Non-employee directors who choose to receive Class A common stock may also elect to defer receipt of the Class A common stock 
until termination of their service on the board of direclors. 

For the years ended December31, 2017, 2016, and 2015, the Company recognized approximately $922,000, $922,000, and 
$905,000, respectively, of expense related to this plan. The following table provides tile number of shares awarded under this plan 
for the years ended December 31, 2017, 2016, and 2015. 

Shares issued Shares-
- not deferred deferred Total 

Year ended December 31, 201 7 6,855 10,974 17,829 

Year ended December 31, 2016 10,799 13,644 24,443 

Year ended December 31, 2015 8,164 10,406 18,570 

As of December 31, 2017, a cumulative amount of 171,519 shares have been deferred by directors and will be issued upon the 
termination of their service on the board of directors. These shares arc included in the Company's weighted average shares 
outstanding calculalion. 

20. Related Parties 

Transactions with llnion Bank and Trust Company 

Union Bank and Trust Company ("Union Bank") is controlled by farmers & Merchants Investment Inc. ("P&M"), which owns a 
majority of Union Bank's common stock and a minorily share of Union Bank's non-voting preferred stock. Michael S. Dunlap, 
Executive Chainnan and a member of the board of direclors and a significant shareholder oftlte Company, along with his spouse 
and children, owns or controls a significant portion of the slock ofF&M, and Mr. Dunlap's sister, Angela L. Muhlciscn, along with 
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her spouse and children, also owns or controls a significant portion ofF&M stock. Mr. Dunlap serves as a Director and Chairman 
ofF&M. Ms. Muhlciscn serves as a Director and Chief Executive Officer ofF&M and as a Director, Chairperson, President, and 
Chief Executive Officer of Union Bank. Union Bank is deemed to have beneficial ownership of a significant number of shares 
of the Company because it se1ves in a capacity of trustee or accmmt manager for various tJusts and accounts holding shares of the 
Company, and may share voting and/or investment power with respect to such shares. Mr. Dunlap and Ms. Muhleisen beneficially 
own a significant percent of the voting 1ights of the Company's outstanding common stock. 

The Company has entered into certain contractual arrangements with Union Banl<. These transactions are summarized below. 

Loan Purchases 

On December 22, 2014, the Company entered into an agreement with Union Bank in which the Company provides marketing, 
origination, and loan servicing services to Union Bank related to private education loans. The Company committed to purchase, 
or arrange for a designee to purchase, all volume originated by Union Bank under this agreement. During 2016 and 2015, the 
Company purchased $29.6 million (par value) and $4.4 million (par value), respectively, of private education loans from Union 
Bank, pursuant to this agreement. No loans were originated under this agreement in 2017. 

fn addition to the agreement previously discussed, during 2017, the Company also purchased $2.9 million (par value) of private 
education loans and $10.3 million (par value) of consumer loans from Union Bank. 

Loan Servicing 

The Company serviced $462.3 million, $483.8 million, and $563. l million ofFFELP and private education loans for Union Bank 
as ofDccembcr 31, 2017, 2016, and 2015, respectively. Servicing revenue earned by the Company from servicing loans for Union 
Bank was $0.5 million, $0.6 million, and $0.5 million for the years ended December 31, 2017, 2016, and 2015, respectively. As 
of December 31, 2017 and 2016, accounts receivable includes approximately $42,000 and $36,000, respectively, due from Union 
Bank for loan servicing. 

Funding - ParlicipaJ.io11 Agreement 

The Company maintains an agreement with Union Bank, as trustee for various grantor tiusts, W1dcr which Union Bank has agreed 
to purchase from the Company participation interests in student loans (the "FFELP Participation Agreement"). The Company uses 
this facility as a source to fund FFELP student loans. As of December 31, 2017 and 2016, $552.6 million and $496.8 million, 
respectively, ofloans were subject to outstanding participation interests held by Union Bank, as trustee, under this agreement. The 
agreement automatically renews annually and is terminable by either party upon five business days' notice. This agreement provides 
beneficiaries of Union Bank's grantor ttusts with access to investments in interests in student loans, while providing liquidity to 
the Company on a short-term basis. The Company can participate loans to Union Bank to the extent of availability under the 
granter trusts, up to $750 million or an amount in excess of $750 million if mutually agreed to by both parties. Loans participated 
under this agreement have been accounted for by the Company as loan sales. Accordingly, the participation interests sold arc not 
included on the Company's consolidated balance sheets. 

Operating Cash Accounts 

The majority of the Company's cash operating accounts are maintained at Union Bank. The Company also invests am0tmts in the 
Short term Federal Investment Trust ("STFlT") of the Student Loan Trust Division of Union Bank, which are included in "cash 
and cash equivalents - held at a related party" and "restricted cash - due to customers" on the accompanying consolidated balance 
sheets.As ofDecember 3 l, 2017 and 2016, the Company had $115.8 million and$74.3 million,respectively, invested in the STFIT 
or deposited at Union Bank in operating accounts, ofwbich $56.0 million and $12.5 million as of December 31, 2017 and 2016, 
respectively, represented cash collecled for customers. Interest income earned by the Company on the amounts invested in the 
STFIT and in cash operating accounts for the years ended December 31, 2017, 2016, and 20 l 5, was $0.9 million, $0.4 million, 
and $0.2 million, respectively. 
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529 Plan Administratinn Servjces 

The Company provides ce11ain 529 Plan administration services to certain college savings plans (the "College Savings Plans") 
through a contract with Union Bank, as the program manager. Union Bank is entitled to a fee as program manager pursuant to its 
program management agreement with the College Savings Plans. For the years ended December 31, 2017, 2016, and 2015, the 
Company has received fees of $2.0 million, $1.6 million, and $3.5 million, respectively, from Union Bank related to the 
administration services provided to the College Savings Plans. 

lease Arrangements 

Union Bank leases approximately 4,000 square feet in the Company's corporate headquarters building. Union Bank paid the 
Company approximately $74,000, $73,000, and $73,000 for commercial rent and storage income during 2017, 2016, and 2015, 
respectively. The lease agreement expires on June 30, 2023. 

Other Fees Paid to Union Bank 

During the years ended December 31, 2017, 2016, and 2015, the Company paid Union Bank approximately $127,000, $126,000, 
and $111,000, respectively, in cash management fees. During the years ended December 31, 2016 and 2015, the Company paid 
Union Bank approximately $13,000 and $47,000, respectively, in commissions. In addition, for the year ended December 31, 
2015, the Company paid Union Bank approximately $205,000 in connection with servicing opportunities for various asset classes, 
and $36,000 for administrative services. 

Other Fees Received from Union Bank 

During the years ended December 31, 2017, 2016, and 2015, Union Bank paid the Company approximately $219,000, $209,000, 
and $201,000, respectively, under an employee sharing arrangement, and during the years ended December 3 l, 2016 and 2015, 
Union Bank paid the Company approximately $10,000 and $19,000, respectively, for health and productivity services. During 
the year ended December 31, 2017, Union Bank paid the Company approximately $11,000 in payment processing fees (net of 
merchant foes of approximately $1,000). 

401 (k) Plan Administration 

Union Bank administers tl1e Company's 401 (k) defined contribution plan. Fees paid to Union Bank to administer the plan are paid 
by the plan participants and were approximately $241,000, $280,000, and $469,000 during the years ended December 31, 2017, 
2016, and 2015, respectively. 

Investment Services 

Union Bank has established variou.<1 trusts whereby Union Bank serves as tmstec for the purpose of pm-chasing, holding, managing, 
and selling investments in student loan asset-backed securities. On May 9, 2011, WRCM, an SEC-registered investment advisor 
and a subsidiary of the Company, entered into a management agreement with Union Bank, effective as of May 1, 2011, under 
which WRCM performs various advisory and management services on behalf of Union Bank with respect to investments in 
securities by the trusts, including identifying securities for purchase or sale by the trnsts. The agreement provides that Union Bank 
will pay to WRCM annual fees of 25 basis points on the outstanding balance of the investments in the trusts. As of December 31, 
2017, the outstanding balance of investments in the trusts was $665.9 million. In addition, Union Bank will pay additional fees 
to WRCM of up to 50 percent of the gains from the sale of securities from the trusts or securities being called prior to the full 
contractual maturity. For the years ended December 31, 2017, 2016, and 2015, the Company earned $9.2 million, $4.5 million, 
and $2. 7 million, respectively, offees under this agreement. 

1n January 2012 and October 2015, WRCM entered into management agreements with Union Bank under which it was designated 
to serve as investmenl advisor with respect to the assets within several trusts established by Mr. Dunlap and his spouse. In January 
2016, WRCM entered into a similar management agreement with Union Bank with respect to several trusts established in December 
2015 by Stephen F. Butterfield, Vice Chairman and a member of the board of directors of the Company, and his spouse. Union 
Bank serves as trustee for the trusts. Per the terms of the agreements, Union Dank pays WRCM five basis points of the aggregate 
value of the assets of the trusts as of the last day of each calendar quarter. Mr. Dunlap and his spouse contributed a total of 3,375,000 
and 3,000,000 shares of the Company's Class B common stock to the trusts upon the establishment of the trusts in 2011 and 2015, 
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respectively, and Mr. Butterfield and his spouse contributed a total of 1,200,000 shares of the Company's Class B common stock 
upon the estahlishmcnt of the trusts in 20 l 6. For the years ended December 31, 2017, 2016, and 2015, the Company earned 
approximately $161,000, $142,000, and $71,000, respectively, of fees under these agreements. 

As of December 31, 2017 and 2016, accounts receivable included $0.2 million and $0.8 million, respectively, due from Union 
Bank related to fees earned by WRCM from the investment services described above. 

WRCM has established private investment funds for the primary purpose of purchasing, selling, investing, and trading, directly 
or indirectly, in student loan asset-backed securities, and to engage in financial transactions related thereto. Mr. Dunlap, Union 
Financial Services, Inc., which is owned 50 percent by each Mr. Dunlap and Mr. Butterfield, Jeffrey R. Noordhoek (an executive 
officer of the Company), Ms. Muhlt:isen and her spouse, and WRCM have invested in certain of these funds. Based upon the 
current level of holdings by non-affiliated limited partners, the management agreements provide non-affiliated limited partners 
the ability to remove WRCM as manager without cause. WRCM earns 50 basis points (annually) on the outstanding balance of 
the inveshnents in these funds, of which WRCM pays approximately 50 percent of such amount lo Union Bank as custodian. As 
ofDecember 31, 2017, the outstanding balance ofinvestments in these funds was $149 .4 million. For the years ended December 31, 
2017, 2016, and 2015, the Company paid Union Bank $0.3 million, $0.4 million, and $0.4 million, respectively, as custodian. 

Transactions with Agile Sports Technologies, Inc. (doing business as "Hudl'') 

David Graff, who has served on the Company's Board of Directors since May 2014, is CEO, co-founder, and a director ofHudl. 
On March 17, 2015 and July 7, 2017, the Company made a $40.5 million and$ I 0.4 mill ion preferred stock investment, respectively, 
in Hudl. Prior to these investments, the Company and Mr. Dunlap made separate equity investments in Hudl. The Company and 
Mr. Dunlap, along with his children, currently hold combined direct and indirect equity ownership interests in Hudl of 19.7% and 
3.4%, respectively. The Company's and Mr. Dunlap's direct and indirect equity ownership interests in Hudl consist ofpreferrcd 
stock with certain liquidation preferences that are considered substantive. Accordingly, for accounting purposes, the Company's 
and Mr. Dunlap's equity ownership interests are not considered in-substance common stock and the Company is accounting for 
its equity investment in Hudl under the cost method. The Company's investment in Hudl is included in "investments and notes 
receivable" in the Company's consolidated balance sheet. 

The Company makes investments to further diversify the Company both within and outside of its historical core education-related 
businesses, including investments in real estate. Recent real estate investments have been focused on the developmentofconunercial 
properties in the Midwest, and particularly in Lincoln, Nebraska, where the Company's headquarters are located. One investment 
includes the development of a building in Lincoln's Haymarket District that is the new headquarters of Hudl, in which Hudl is the 
primary tenant in this building. 

Tra11sactiom with Assurity Life Insurance Company ("Assurity") 

Thomas Henning, who has served on the Company's Board of Directors since 2003, is the President and Chief Executive Officer 
of Assurity. During the year ended December 31, 2017, Nelnet Business Solutions paid $1.5 million to Assurity for insurance 
premiums for insunmce on certain tuition payment plans. As part of providing the tuition payment plan insurance to Nelnet 
Business Solutions, Assurity entered into a reinsurance agreement with the Company's insurance subsidiary, under which Assurity 
paid the Company's insurance subsidiary reinsurance premiums of $1. 4 million in 2017, and the Company's insurance subsidiary 
paid claims on such reinsurance to Assurity of $0. 7 million in 2017. Jn addition, Assurity pays Nelnet Business Solutions a pa11ial 
refund annually based on claim expelience, which was approximately $10,000 for the year ended December 31, 2017. 

During the years ended December 31, 2017, 2016, and 2015, the Company made available to its employees certain voluntary 
insurance products through Assurity. Premiums are paid by participants and are remitted to Assurity by the Company on behalf 
of the participants. The Company remitted to Assurity approximately $181,000, $166,000, and $116,000 in premiums related to 
these products dming 20 l 7, 2016, and 2015, respectively. 
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The following tables present the Company's financial assets and liabilities that are measured at fair value on a recurring basis. 
There were no transfers into or out of level l, levd 2, or level 3 for the year ended December 31,2017. 

As of December 31, 2017 As of December 31, 2016 

Level 1 Level 2 Total Level 1 Level 2 Total 

Assets: 

Investments (available-for-sale and trading): (a) 

Student loan and other asset-backed securities $ 76,866 76,866 103,780 103,780 

Equity securities 3,928 3,928 2,694 2,694 

Debt securities 108 108 119 l 19 

Total investments (available-for-sale and trading) 4,036 76,866 80,902 2,813 103,780 106,593 

Derivative instruments (b) 818 818 87,53 l 87,531 

Total assets $ 4,036 77,684 81,720 2,813 191,311 194,124 

Liabilities: 

Derivative instruments (b): $ 7,063 7,063 77,826 77,826 

Total liabilities $ 7,063 7,063 77,826 n ,R.26 

(a) Investments represent investments recorded at fair value on a recurring basis. Level l investments are measured based 
upon quoted prices and include investments traded on an active exchange, such as the New York Stock Exchange, and 
corporate bonds, mortgage-backed securities, U.S. government bonds, and U.S. Treasury securities that trade in active 
markets. Level 2 investments include student loan asset-backed securities. The fair value for the student loan asset-backed 
securities is determined using indicative quotes from broker-dealers or an income approach valuation technique (present 
value using the discount rate adjuslment technique) that considers, among other things, rates currently observed in publicly 
traded debt markets for debt of similar lerms issued by companies with comparable credit risk. 

(b) All derivatives are accounted for at fair value on a recurring basis. The fair value of derivative financial instruments is 
dctc1mined using a market approach in which derivative pricing models use the stated terms of the contracts and observable 
yield curves, forward foreign cWTency exchange rates, and volatilities from active markets. 

When determining the fair value of derivatives, the Company takes into account counterparty credit risk for positions 
where it is exposed to the countcrparty on a net basis by assessing exposure net of collateral held. The net exposmes for 
each counterparty are adjusted based on market information available for the specific counterparty. 
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The following table summarizes the fair values or all of the Company's financial instruments on the consolidated balance sheets: 

As of December 31, 2017 

Fair value Carrying value Level 1 Level 2 Level 3 

Financial assets: 
Loans receivable $ 23,106,440 21,814,507 23,106,440 
Cash and cash equivalents 66,752 66,752 66,752 
Invesunents (available-for-sale) 80,902 80,902 4,036 76,866 
Notes receivable 16,393 16,393 16,393 
Restricted cash 688,193 688,193 688,193 
Restricted cash - due to customers 187,121 187,121 187,121 
Accrued interest receivable 430,385 430,385 430,385 
Derivative instruments 818 818 818 

Financial liabilities: 
Bonds and notes payable 21,521,463 21,356,573 21,521,463 
Accrued interest payable 50,039 50,039 50,039 
Due to customers 187,121 187,121 187,121 
Derivative instnunents 7,063 7,063 7,063 

As of December 31, 2016 
Fair value Carrying value Level 1 Level 2 Level 3 

Financial assets: 
Loans receivable $ 25,653,581 24,903,724 25,653,581 
Cash and cash equivalents 69,654 69,654 69,654 
Investments (available-for-sale and trading) 106,593 106,593 2,8l3 103,780 
Notes receivable 17,031 17,031 17,031 
Restricted cash 980,961 980,961 980,961 
Restricted cash - due to customers 119,702 119,702 119,702 
Ace.rued interest receivable 391,264 391,264 391,264 
Derivative instruments 87,531 87,531 87,531 

Financial liabilities: 
Bonds and notes payable 24,220,996 24,668,490 24,220,996 
Accrued interest payable 45,677 45,677 45,677 
Due to customers 119,702 119,702 119,702 
Derivative instrwnents 77,826 77,826 77,826 

The methodologies for estimating the fair value of financial assets and liabilities that are measured at fair value on a recurring 
basis are previously discussed. The remaining financial assets and liabilities were estimated using the following methods and 
assmnptions: 

Loans Receivable 

If the Company has the ability and intent to hold loans for the foreseeable future, such loans are held for investment and carried 
at amortized cost. Fair values for loans receivable were detemtined by modeling loan cash tlows using stated terms of the assets 
and internally-developed asswnptions to dctennine aggregate portfolio yield, net present value, and average life. The significant 
assumptions used to project cash flows are prepayment speeds, default rates, cost of funds, required return on equity, and future 
interest rate and index relationships. A number of significant inputs into the models are internally derived and not observable to 
market participants. 

Notes Receivable 

Fair values for notes receivable were determined by using model-derived valuations with observable inputs, including cun·ent 
market rates. 
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Cash and Cash Equivalents, Restricted Cash, Restricted Cash - Due to Customer.,;, Accrued Interest Receivable/Payable, and 
Due to Customas 

The carrying amount approximates fair value <lue to the variable rate of interest and/or the short maturities of these instruments. 

Bonds and Notes Payable 

Bonds and notes payable are accounted for at cost in the financial slatements except when denominated in a foreign currency. 
Foreign currency-denominated borrowings are re-measured at current spot rates in the financial statements. The fair value of 
bonds and notes payable was determined from quotes from broker-dealers or through standard bond pricing models using the 
stated terms oftl1e borrowings, observable yield curves, market credit spreads, and weighted average life of underlying collateral. 
Fair value adjustments for unsecured corporate debt are made based on indicative quotes from observable trades. 

Limitations 

The fair value estimates are made at a specific point in time based on relevant market information and information about the 
financial instruments. Because no market exists for a significant po11ion of the Company's fmancial instrwncnts, fair value estimates 
are based on judgments regarding future expected loss experience, cwTent economic conditions, risk characteristics of various 
financial instruments, and other factors. These estimates are subjective in nature and involve uncertainties and matters of significant 
judgment and therefore cannot be determined with precision. Therefore, the calculated fair value estimates in many instances 
cannot be substantiated by comparison to independent markets and, in many cases, may not be realizable in a cu1Tcnt sale of the 
instrument. Changes in assumptions could significantly affect the estimates. 

22. Legal Proceedings 

The Company is subject to various claims, lawsuits, and proceedings tl1at arise in the normal course of business. These matters 
frequently involve claims by student loan bonowers disputing tlte manner in which their student loans have been serviced or tlte 
accuracy ofrepot1s to credit bureaus, claims by student loan bonowers or other consumers alleging that state or },'ederaJ consumer 
protection laws have been violated in the process of collecting Loans or conducting other business activities, and disputes with 
other business entities. In addition, from time to time the Company receives information and document requests from state or 
federal regulators concerning its business practices. The Company cooperates witlt these inquiries and responds to the requests. 
While the Company cannot predict tlte ultimate outcome of any regulatory examination, inquiry, or investigation, the Company 
believes its activities have materially complied with applicable law, including the Higher Education Act, the rules and regulations 
adopted by the Department thereunder, and the Deprutment's guidance regarding tltose rules and regulations. On the basis of 
present information, anticipated insurance coverage, and advice received from counsel, it is the opinion of the Company's 
management that the disposition or ultimate determination of tl1ese claims, lawsuits, and proceedings will not have a material 
adverse effect on tlte Company's business, financial position, or results of operations. 
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23. Quarterly Financial Information (Unaudited) 

2017 

First Second 
guartcr guarter 

NeL interesL income $ 76,925 79,842 

Less provision for loan losses 1,000 3,000 

Niel i11,~ fcl.U.:t).t:nc a:~r ~~1,1 Jlnr Imm ~:,:,es 75,ffl ~~ 
Loan systems and servicing revenue 54,229 56,899 

r~iti~l pa)1tnCt~t p!<r!tieMg, s~ J ir.11-0 ... -na:twn, wad eIDlllp.US CQPl'lrll©!'® 
revenue ~a.~ 34,'.~24 

Communications revenue ~4106 5,719 

Otha- imi~uJ11e 12,@32 12,~5 

Gain on sale of loans and debt repurchases, net 4,980 442 

I'l~..rhmiv.e rnat!r.~t , ~iue au\11 fm.eig-R C<i1rr.?:11c.y tt.tn,sncli,im 1'itj,1.1b.iia1:ecnt3 ::t.md. 
d::i-rh':atiMe Se'ttietn:lllll'.t.S, trot (A,'1.13.Gli) (2'7,9 IOJ 

Salaries and benefits (71,863) (74,628) 

De.preci~n 11:lro am~!~ ~59&) (9!.~$1 
Loan servicing fees (6,025) · (5,628) 

Oal'Sl ~ ,Pl'0"4'ilte ~m'l$Ul'la'Cll.~ S'CTV·!G~ (L,Sl'5~) {2,m) 

Operating expenses (26,547) (26,521) 

foec,me ~ ,@J!!-©Rflt) l.r~t (21i ,,736~ (l,,!13-4;} 

Net income 47,920 24,65t·~ 

11-fu.t less (U!lc.oil"J.e,) at'l:llfuu~le 1.9 ~nt'll0\Jt-111g, i~-s 2,,l,l.'16 4,1~.\n 

Net income attributable to Nelnet, Inc. $ 50,026 28,737 

Eal'!,1.,i~1!3 per o~t,rn sJnnre: 

Net income attributable to Nelnet, Inc. shareholders. basic and diluted $ 1.18 0.68 
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Third Fourth 
guarter g·uarter 

75,237 73,'235 

6,700 3,750 

~.s~ 69.~ 
55,950 55,921 

35,45]) 32,4-5'.7 

6,751 8,122 

19,7:%i 7,/M.2 

116 (2,635) 

7,173 7,0l4 

(74,193) (81,201) 

(10,051) (1 l ,;fl54) 

(8,017) (3,064) 

(2,632) (3,Iotil!J 

(29,743) (38,809) 

(25,5-02) 5,486 

43,535 45,71'4 

2,1l8 2,• 
46,303 48,.100 

1.11 l.17 
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2016 

First Second Third li'ourth 
quarter quarter quarter quarter 

Net interest income $ 101,609 92,200 99,795 78,960 
Less provision for loan losses 2,500 2,000 6,000 3,000 
Net interest income after provision for loan losses 99,109 90,200 93,795 75,960 
Loan systems and servicing revenue 52,330 54,402 54,350 53,764 

Tuition payment processing, school information, and campus commerce 
revenue 38,657 30,483 33,071 30,519 

Communications revenue 4,346 4,478 4,343 4,492 
Enrollment services revenue 4,326 

Other income 13,796 9,765 15,150 15,218 
Gain on sale of loans and debt repurchases, net IOI 2,160 5,720 
Derivative market value and foreign currency transaction adjustments and 

derivative settlements, net (28,691) (40,702) 36,001 83,187 
Salaries and benefits (63,242) (60,923) (63,743) (68,017) 
Depreciation and amortization (7,640) (8,183) (8,994) (9,116) 
Loan servicing fees (6,928) (7,216) (5,880) (5,726) 
Cost to provide communications services (l,703) (1,681) (1,784) (1,697) 
Cost to provide enrollment services (3,623) 
Operating expenses (28,376) (29,409) (26,391) (31,245) 
Income tax (expense) benefit (24,433) (15,036) (47,715) (54,128) 

Net income 48,029 26,178 84,363 98,931 

Net loss (income) attributable to noncontrolling interests (68) (28) {69) (585) 
Net income attributable to Nelnet, Inc. $ 47,961 26,150 84,294 98,346 

Eamings per common share: 

Net income attributable to Nelnet, Inc. shareholders - basic and diluted $ 1.11 0.61 l.98 2.32 
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24. Condensed Parent Company Financial Statements 

The following represents the condensed balance sheets as of December 3 I, 20 l 7 and 2016 and condensed statements of income, 
comprehensive income, and cash 11ows for each of the years in the three-year period ended December 31, 2017 for Nelnet, Inc. 

The Company is Ii mi ted in the amount of fi.mds that can be transferred to it by its subsidiaries through intercompany loans, advances, 
or cash dividends. These limitations -relate to the restrictions by IIusl indentures under the education lending subsidiaries debt 
financing anangements. The amounts of cash and investments restricted in the rcspccti ve reserve accounts of the education lending 
subsidiaries are shown on the consolidated balance sheets as restricted cash. 

Balance Sheets 
(Parent Company Only) 

As of December 31, 20l7 and 201.6 

2017 2016 

Assets: 

Cash and cash equivalents $ 21,001 29,734 

Investments and notes receivable 149,236 167,711 

Investment in subsidiary debt 75,659 71,815 

Restricted cash 44,149 7,805 

Investment in subsidiaries 1,681,690 l,537,507 

Notes receivable from subsidiaries 212,077 161,284 

Other assets 131,790 136,685 

Fair value of derivative instruments 818 86,379 

Total assels $ 2,316,420 2,198,920 

Liabilities: 

Notes payable $ 79,120 48,085 

Other liabilities 76,638 74,706 

Fair value of derivative instrwnents 7,063 10,221 

Total liabilities 162,821 133,012 

Equity: 

Nelnet, Inc. shareholders' equity: 

Common stock 408 421 

Additional paid-in capital 521 420 

Retained earnings 2,143,983 2,056,084 

Accwnulated other comprehensive earnings 4,617 4,730 

Total Nelnet, Inc. shareholders' equity 2,149,529 2,061,655 

Noncontrolling interest 4,070 4,253 

Total equity 2,153,599 2,065,908 

Total liabilities and shareholders' equity $ 2,316,420 2,198,920 
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Statements of Income 

(Parent Company Only) 

Years ended December 31, 2017, 2016, and 2015 

2017 

Investment interest income $ 13,060 

Interest expense on bonds and notes payable 3,315 

Net interest income (expense) 9,745 

Other income: 

Other income 3,483 

Gain from deht repurchases, net 2,964 

Equity in subsidiaries income 170,897 

Derivative market value adjusnnents and derivative settlements, net (603) 

Total other income 176,741 

Operating expenses 6,117 

Income before income taxes 180,369 

Income tax expense 7,491 

Net income 172,878 

Net loss attiibutablc to noncontrolling interest 288 
Net income attributable to Nelnet, Inc. $ 173,166 

Statements of Comprehensive Income 

(Parent Company Only) 

Years ended December 31, 2017, 2016, and 2015 

2017 

Net income 

Other comprehensive (loss) income: 

Available-for-sale securities: 

Unrealized holding gains (losses) arising during period, net 

Reclassification adjustment for gains recognized in net income, net of 
losses 

Income tax effect 

Total other comprehensive (loss) income 

Comprehensive income 

Comprehensive loss atlrihutable to noncontrolling interest 

Comprehensive income attributable to Nelnet, Inc. 
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$ 172,878 

2,349 

(2,528) 

66 

(113) 

172,765 

288 

$ 173,053 

2016 

9,794 

6,049 

3,745 

7,037 

8,083 

239,405 

45,203 

299,728 

8,183 

295,290 

38,642 

256,648 

103 

256,751 

2016 

256,648 

5,789 

(1,907) 

(1,436) 

2,446 

259,094 

103 

259,197 

2015 

5,776 

6,242 

(466) 

4,012 

4,904 

276,825 

8,416 

294,157 

5,057 

288,634 

20,655 

267,979 

267,979 

2015 

267,979 

(1,570) 

(2,955) 

1,674 

(2,851) 

265,128 

265,128 
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Ncl income attributable to Nelnet, Inc. 

Statements of Cash l<'lows 
(Parent Company Only) 

Years ended December 31, 2017, 2016, and 2015 
2017 2016 

$ 173,166 256,751 

2015 
267,979 

Net loss altrihulable to noncontrolling interest 

Net income 

(288) ( 103) 
-----'--'- -----

172,878 256,648 267,979 

Adju~lmenlij lo reconcile net income to net cash provided by operating activities: 

Depreciation and amortization 420 391 327 

Derivative market value adjustment 7,591 (62,268) (31.411) 

Proceeds from termination of derivative instruments, net of payments 2,100 3,999 65,527 

Payment to enter into derivative instrument (929) 

Proceeds from clearinghouse 10 settle variation margin, nel 48,985 

Equity in earnings of subsidiaries (170,897) (239,405) (276,t\25) 

Gain from sales of available-for-sale securities, net of losses (2,528) (1,907) (2,955) 

Gain from dcbl repurchases, net (2,964) (8,083) (4,904) 

Deferred income tax (benefit) expense (8,056) 20,071 3,228 

Non-caslJ. compensation expense 4,416 4,348 5,J47 

Other 2,967 1,117 1,946 

Decrease (increase) in other assets 4,171 32,262 (8,541) 

Increase (decrease) in other liabilities 10,104 (594) 6,597 

Net cash provided by operating activities 68,258 6,579 26,315 

Cash flows from investing activities: 

(Increase) decrease in restricted cash (9,004) 6,997 (13,825) 

Purchases of available-for-sale securities (127,567) (94,920) (98,332) 

Proceeds from sales of available-for-sale securities 156,727 139,427 94,722 

Capital contribulions/distributioas to/from subsidiaries, net 29,426 223,386 120,291 

(Increase) <lec:rease in notes receivable from subsidia.lies (50,793) 8,561 (84,061) 

Proceeds from irivesunenls and notes receivable 4,823 9,952 12,253 

(Purchases of) proceeds from subsidiary debt, net (3,844) (11,800) 72,125 

Purchases of investment:; and issuances of notes receivable (18,023) (4,365) (53,388) 

Dusiness acquisition, net of <.:a.~h acquired (45,916) 

Net cash (used in) provided by investing activities (18,255) 275,238 3,869 

Cash flows from linancing activities: 

Paymcnl~ on notes payable (27,480) (412,000) (42,541) 

Proceed~ from issuance of notes payable 61,059 230,000 116,460 

Paymenls of debl issuance costs (613) (773) 

Dividends paid (24,097) (21,188) (19,025) 

Repurchases of comm.on stock (68,896) (69,091) (96,169) 

Proceeds from issuance or common slock 678 889 801 

Issuance of noncontrolling interest 501 

Distribulion to noncontrolling interest (230) 

Net cash used ia fmaneing activities (58,736) (271,502) (41,477) 

Net (decrease) increase in cash and cash equivalents (8,733) 10,315 (11,293) 

Ca:;h and cash equivalenls, beginning of period 29,734 19,419 30,712 

Cash and cash equivalents, end of period s 21,001 29,734 I9,419 

Cash disbursemenls made for: 

Interest s 2,882 5,533 5,914 

Income taxes, net o I' refunds $ 96,721 115,415 147,l]O 

Noncash investing and financing activilies; 

Issuance of noncontrolling intera~t $ 3,750 

Conttibutions ofinvestmenls to subsidiaries, net $ 2,092 1,8K4 
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APPENDIXA 

Description of 
The Federal Family Education Loan Program 

The Federal Family Education Loan Program 

The Higher Education Act provided for a program of federal insurance for student loans as well as reinsurance of student loans 
guaranteed or insured by state agencies or private non-profit corporations. 

The Higher Education Act authorized certain student loans to be insured and reinsured under the Federal Family Education Loan 
Program ("FFELP"). The Student Aid and Fiscal Responsibility Act, enacted into law on March 30, 2010, a-; part of the Health 
Care and Education Reconciliation Act of20 I 0, terminated the authority to make FFELP loans. As of July 1,201 O, no new FFELP 
loans have been made. 

Generally, a student was eligible for loans made under the Federal Family Education Loan Program only ifhc or she: 

Had been accepted for enrollment or was enrolled in good standing at an eligible institution of higher education; 

• Was carrying or planning to carry at least one-half the normal full-time workload, as determined by the institution, 
for the course of study the student was pursuing; 

Was not in default on any federal education loans; 

• Had not committed a crime involving fraud in obtaining funds under the Higher Education Act which funds had not 
been fully repaid; and 

• Mei ulher applicable eligibility requirements. 

Eligible institutions included higher educational institutions and vocational schools that complied with specific federal regulations. 
Each loan is evidenced by an unsecured note. 

The Higher Education Act also establishes maximum interest rates for each of the various types of loans. These rates vary not 
only among loan types, but also within loan types depending upon when the loan was made or when the borrower first obtained 
a loan under the Federal Family Education Loan Program. The Higher Education Act allows lesser rates of interest to be charged. 

Types of loans 

Four types of loans were available under the Federal Family Education Loan Program: 

• Subsidized Stafford Loans 
• Unsubsidized Stafford Loans 
• PLUS Loans 
• Consolidation Loans 

These loan types vary as to eligibility requirements, interest rates, repayment periods, loan limits, eligibility for interest subsidies, 
and special allowance payments. Some of these loan types have had other names in the past. References to these various loan 
types include, where appropriate, their predecessors. 

The primary loan under the Federal Family Education Loan Program is the Subsidized Stafford Loan. Students who were not 
eligible for Subsidized Stafford Loans based on their economic circumstances might have obtained Unsubsidized Stafford Loans. 
Graduate or professional students and parents of dependent undergraduate students might have obtained PLUS Loans. 
Consolidation Loans were available to borrowers with existing loans made under the Federal Family Education Loan Program 
and other federal programs to consolidate repayment of the borrower's existing loans. Prior to July 1, 1994, the Federal Family 
Education Loan Program also ofl:ered Supplemental Loans for Students ("SLS Loans") to graduate and professional students and 
independent undergraduate students and, under certain circumstances, dependent undergraduate students, to supplement their 
Stafford Loans. 
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Subsidized Stafford Loans 

General Subsidized Stafford Loans were eligible for insurance and reinsurance under the Higher Education Act if the eligible 
student to whom the loan was made was accepted or was enrolled in good standing at an eligible institution of higher education 
or vocational school and carried at least one-half the normal full-time workload at that institution. Subsidized Stafford Loans had 
limits as to the maximum amount which could be borrowed for an academic year and in the agbrrcgatc for both undergraduate and 
!,TJ"aduate or professional study. Both annual and aggregate limitations excluded loans made under the PLUS Loan Program. The 
Secretary of Education had discretion to raise these limits to accommodate students undertaking specialized training requiring 
exceptionally high costs of education. 

Subsidized St.afford Loans were made only to student borrowers who met the needs tests provided in the Higher Education Act. 
Provisions addressing the implementation of needs analysis and the relationship between Wlmet need for financing and the 
availability of Subsidized Stafford Loan Program funding have been the subject of frequent and extensive amendments. 

I merest rates for Subsidized Stafford Loam·. For Stafford Loans first disbursed to a "new" borrower ( a "new" borrower is defined 
for purposes of this section as one who had no outstanding balance on a FFELP loan on the date the new promissory note was 
signed) for a period of enrollment beginning before January l, J 981, the applicable interest rate is fixed at 7%,. 

For Statford Loans first disbmsed to a "new" borrower, for a period of enrollment beginning on or after January I, 1981, but before 
September 13, 1983, the applicable interest rate is fixed at 9%. 

For Stafford Loans first disbursed to a "new" borrower, for a period of enrollment beginning on or after September 13, 1983, but 
before July 1, 1988, the applicable interest rate is fixed at 8%. 

For Stafford Loans first disbursed to a bonower with an outstanding balance on a PLUS, SLS, or Consolidation Loan, but not on 
a Stafford Loan, where the new loan is intended for a period of enrollment beginning before July 1, 1988, the applicable interest 
rate is fixed at 8%. 

For Stafford Loans first disbursed before October 1, 1992, to a "new" borrower or to a borrower with an outstanding balance on 
a PLUS, SLS, or Consolidation Loan, but not a Stafford Loan, where the new loan is intended for a period of enrollment beginning 
on or after July I, 1988, the applicable interest rate is as follows: 

Original fixed interest rate of8% for the first 48 months of repayment. Beginning on the first day of the 49th month 
of repayment, the interest rate increased to a fixed rate of 10% thereafter. Loans in this category were subject to 
excess interest rebates and have been converted to a variable interest rate based on the bond equivalent rate of the 
91-day Treasury bill auctioned at the final auction before the preceding June l, plus 3.25%. The variable interest 
rate is adjusted annually on July I. The maximum interest rate for loans in this category is 10%. 

For Stafford Loans first disbursed on or after July 23, l992, but before July 1, 1994, to a borrower with an outstanding Stafford 
Loan made with a 7%, 8%, 9%, or 8%/10% fixed interest rate, the original, applicable interest rate is the same as the rate provided 
on the borrower's previous Stafford Loan (i.e., a fixed rate of7%, 8%, 9%, or 8%/10%). Loans in this category were subject to 
excess interest rebates and have been converted to a variable interest rate based on the bond equi valeni rate of the 91-day Treasury 
bill auctioned at the final auction before the preceding June 1, plus 3.1 %. The variable interest rate is adjusted annually on July 
1. The maximum interest rate for a loan in this category is equal to the loan's previous fixed rate (i.e., 7%, 8%, 9%, or 10%). 

For Stafford Loans first disbursed on or after October I, 1992, but before December 20, 1993, to a borrower with an outstanding 
balance on a PLUS, SLS, or Consolidation Loan, but not on a St.afford Loan, the original, applicable interest rate is fixed at 8%. 
Loans in this category were subject to excess interest rebates and have been converted to a variable interest rate based on the bond 
equivalent rate of the 91-day Treasury bill auctioned at the final auction before the preceding June 1, plus 3.1 %. The variable 
interest rate is adjusted annually on July 1. The maximum interest rate for a loan in this category is 8%. 

For Stafford Loans first disbursed on or after October 1, 1992, but before July l, 1994, to a "new" borrower, the applicable interest 
rate is variable and is based on tl1e bond equivalent rate of the 91-day Treasury bill auctioned at the final auction before the preceding 
June 1, plus 3 .1 %. The variable interest rate is adjusted annually on July 1. The maximum interest rate for a loan in this category 
is9%. 

For Stafford Loans first disbursed on or after December 20, 1993, but before July l, 1994, to a bonower with an outstanding 
balance on a PLUS, SLS, or Consolidation Loan, but not on a Stafford Loan, the applicable interest rate is variable and is based 
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on the bond equivalent rate of the 91-day Treasury bill auctioned at the final auction before the preceding June I, plus 3.1 %. The 
variable interest rate is adjusted annually on July l. The maximum interest rate for a loan in this catego1y is 9%. 

For Stafford Loans first disbursed on or after July l, 1994, but before July I, 1995, where the loan is intended for a period of 
enrollment that includes or begins on or after July l, 1994, the applicable interestratc is variable and is based on the bond equivalent 
rate of the 91-day Treasury bill auctioned at the final auction before the preceding JW1c I, plus 3.1%. The variable interest rate is 
adjusted annually on July 1. The maximum interest rate for a loan in this category is 8.25%. 

For Stafford Loans first disbursed on or after July l, 1995, but before July 1, 1998, the applicable interest rate is as follows: 

• When the borrower is in school, in grace, or in an authorized period of deferment, the applicable interest rate is 
variable and is based on the bond equivalent rate of the 91-day Treasury bill auctioned at the final auction before the 
preceding .Tune I, plus 2.5%. The variable interest rate is adjusted annually on July l. The maximwn interest rate 
is 8.25%. 

When the borrower is in repayment or in a period of forbearance, the applicable interest rate is variable and is based 
on the bond equivalent rate of the 91-day Treasury bill auctioned at the final auction before the preceding June 1, 
plus 3.1 %. The variable interest rate is adjusted annually on Ju1y 1. The maximwn interest rate is 8.25%. 

For Stafford Loans first disbursed on or after July l, 1998, but before July 1, 2006, the applicable interest rate is as follows: 

When the borrower is in school, in grace, or in an authorized period of deferment, the applicable interest rate is 
variable and is based on the bond equivalent rate of the 91-day Treasury bill auctioned at the final auction before the 
preceding June l, plus 1. 7%. The variable interest rate is adjusted annually on July l. The maximum interest rate 
is 8.25%. 

When the borrower is in repayment or in a period of forbearance, the applicable interest rate is variable and is based 
on the bon<l c:quivalcnt rate of the 91-day Treasury bill auctioned at the final auction before the preceding June 1, 
plus 2.3%. The variable interest rate is adjusted annually on July I. The max.imum interest rate is 8.25%. 

For Stafford Loans first disbursed on or after July 1, 2006, tl1e applicable interest rate is fixed at 6.80%. However, for Stafford 
Loans for undergraduates, the applicable interest rate was reduced in phases for which the first disbursement was made on or after: 

July 1, 2008 and before July I, 2009, the applicable interest rate is fixed at 6.00%, 

• July 1, 2009 and before July l, 2010, the applicable interest rate is fixed at 5.60%. 

Unsubsidized Stafford Loans 

General The Unsubsidized Stafford Loan program was created by Congress in 1992 for students who did not qualify for Subsidized 
Stafford Loans due to parental and/or student income and assets in excess of permitted amounts. These students were entitled to 
borrow the difference between the Stafford Loan maximlllll for their status ( dependent or independent) and their Subsidized Stafford 
Loan eligibility through the Unsubsidized Stafford Loan Program. The general requirements for Unsubsidized Stafford Loans, 
including special allowance payments, are essentially the same as those for Subsidized Stafford Loans. However, the terms of the 
Unsubsidized Stafford Loans differ materially from Subsidized Stafford Loans in that the federal government will not make interest 
subsidy payments and the loan limitations were detennined without respect to the expected family contribution. The borrower is 
required to either pay interest from the time the loan is disbursed or the accruing interest is capitalized when repayment begins at 
the end of a defennent or forbearance, when the borrower is determined to no longer have a partial financial hardship under the 
Income-Based Repayment plan or when the borrower leaves the plan. Unsubsidized Stafford Loans were not available before 
October 1, 1992. A student meeting the general eligibility requirements for a loan under the Federal Family Education Loan 
Program was eligible for an Unsubsidized Stafford Loan without regard to need. 

l,iterest l'ates for Unsubsidized Stafford Loans. U nsubsidued Stafford Loans are subject to the same inlerest rate provisions as 
Subsidized Stafford Loans, with the exception of Unsubsidized Stafford Loans first disbursed on or after July I, 2008, which retain 
a fixed interest rate of 6.80%. 
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PLUS .1,oans 

General PLUS Loans were made to parents, and under certain circumstances spouses of remarried parents, of dependent 
undergraduate students. Effective July 1, 2006, graduate and professional students were eligible borrowers under the PI .US Loan 
program. For PLUS Loans made on or after July 1, 1993, the bo1Tower could not have an adverse credit history as determined by 
criteria established by the Secretary of Education. The basic provisions applicable to PLUS Loans are similar to those of Stafford 
Loans with respect to the involvement of guarantee agencies and the Secretary of Education in providing federal insurance and 
reinsurance on the loans. However, PLUS Loans differ significantly, pa.tticularly from the Subsidized Stafford Loans, in that 
federal interest subsidy payments are not available under the PLUS Loan Program and special allowance payments are more 
restricted. 

Interest rates.for PLUS Loans. For PLUS Loans first disbursed on or after January 1, 1981, but before October I, 1981, the 
applicable interest rate is fixed at 9%. 

For PLUS Loans first disbursed on or after October I, 1981, but before November I, 1982, the applicable interest rate is fixed at 
14%. 

For PLUS Loans first disbursed on or after November l, 1982, but before July I, 1987, the applicable interest rate is fixed at 12%. 

Beginning July I, 200 I, for PLUS Loans first disbursed on or after July l, 1987, but before October I, l 992, the applicable interest 
rate is variable and is based on the weekly average one-year constant matw·ity Treasu1y bill yield for the last calendar week ending 
on or before June 26 preceding July I of each year, plus 3.25%. The variable interest rate is adjusted annually on July 1. The 
maximum interest rate is 12%. Prior to July I, 2001, PLUS Loans in this category had interest rates which were based on the 52-
week Treasury bill auctioned at the final auction held prior to the preceding June I, plus 3.25%. The annual (July I) variable 
interest rate adjustment was applicable prior to July I, 200 I, as was the maximum interest rate of 12%. PLUS Loans originally 
made at a fixed interest rate, which have been refinanced for purposes of seeming a variable interest rate, are subject to the variable 
interest rate calculation described in this paragraph. 

Beginning July l, 200 I, for PLUS Loans first disbursed on or after October I, 1992, but before July I, 1994, the applicable interest 
rate is variable and is based on the weekly average one-year constant matwity Treasury yield for the last calendar week ending 
on or before JW1e 26 preceding July 1 of each year, plus 3. I%. The variable interest rate is adjusted annually on July 1. The 
maximum interest rate is l 0%. Prior to July l, 2001, PLUS Loans in this category had interest rates which were based on the 52-
week Treasury bill auctioned at the final auction held prior to the preceding June 1, plus 3.1 %. The annual (July I) variable interest 
rate adjustment was applicable prior to July I, 2001, as was the maximum interest rate of 10%. 

Beginning July I, 2001, for PLUS Loans first disbursed on or after July 1, 1994, but before July l, 1998, the applicable interest 
rate is variable and is based on the weekly average one-year constant maturity Treasury yield for the last calendar week ending 
on or before June 26 preceding July I of each year, plus 3.1 %. The variable interest rate is adjusted annually on July 1. The 
maximum interest rate is 9%. Prior to July I, 200 I, PLUS Loans in this category had interest rates which were based on the 52-
week Treasury bill auctioned at the final auction held prior to the preceding June 1, plus 3.1 %. The annual (July 1) variable interest 
rate adjustment was applicable prior to July 1, 2001, as was the maximum interest rate of9%. 

For PLUS Loans firsl disbursed on or after July 1, 1998, but before July I, 2006, the applicable interest rate is variable and is 
based on the bond equivalent rate or the 91-day Treasury bill auctioned at the final auction before the preceding June l of each 
year, plus 3.1 %. The variable interest rate is adjusted annually on July 1. The maximum interest rate is 9%. 

For PLUS Loans first disbursed on or after July I, 2006, the applicable interest rate is fixed at 8.5%. 

SLS Loans 

General. SLS Loans were limited to graduate or professional students, independent undergraduate students, and dependent 
undergraduate students, if the students' parents were unable to obtain a PLUS Loan. Except for dependent undergraduate students, 
eligibility for SLS Loans was determined without regard to need. SLS Loans were similar to Stafford Loans witl1 respect to the 
involvement of guarantee agencies and the Secretary of Education in providing federal insurance and reinsurance on the loans. 
However, SLS Loans differed significantly, particularly from Subsidized Stafford Loans, because federal interest subsidy payments 
were not available under the SLS Loan Program and special allowance payments were more restricted. The SLS Loan Program 
was discontinued on July I, 1994. 
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Interest mtes for SLS Loans. The applicable interest rates on SLS Loans made before October I, 1992, and on SLS Loans 
originally made at a fixed interest rate, which have been refinanced for purposes of securing a variable interest rate, are identical 
to the applicable interest rates described for PLUS Loans made before October J, 1992. 

For SLS Loans first disbursed on or after October I, l 992, but before July I, 1994, the applicable interest rate is as follows: 

Beginning July l, 2001, the applicable interest rate is variable and is based on the weekly average one-year constant 
maturity Treaswy yield for the last calendar week ending on or before June 26 preceding July 1 of each year, plus 
3.1 %. The variable interest rale is adjusted annually on July I. The maximwn interest rate is 11 %. Prior to July 1, 
200 I, SLS Loans in this calegory had interest rates which were based on the 52-week Treasury bill auctioned al lite 
final auction held prior lo the preceding June I, plus 3.1 %. The annual (July 1) variable interest rate adjustment was 
applicable prior to July 1, 200 I, as was the maximum interest rate of 11 %. 

Consolidation Loans 

General The Higher Education Act authorized a program under which certain borrowers could consolidate their various federally 
insured education loans into a single loan insured and reinsured on a basis similar to Stafford Loans. Consolidation Loans could 
be obtained in an amount sufficient to pay outstanding principal, unpaid interest, late charges, and collection costs on federally 
insured or reinsured student loans incurred under the Federal Family Education Loan and Direct Loan Programs, including PLUS 
Loans made to the consolidating borrower, as well as loans made under the Perkins Loan (formally National Direct Student Loan 
Program), Federally lnsured Student Loan (FISL), Nursing Student Loan (NSL), Health Education Assistance Loan (HEAL), and 
Health Professions Student Loan (HPSJ ,) Programs. To be eligible for a FFELP Consolidation Loan, a borrower had to: 

Have outstanding indebtedness on student loans made under the Federal Family Education Loan Program and/or 
certain other federal student loan programs; and 

Be io repayment status or in a grace period on loans to he consolidated. 

Bon·owers who were in default on loans to be consolidated had to first make satisfactory arrangements to repay the loans to the 
respective holder(s) or had to agree to repay the consolidating lender under an income-based repayment arrangement in order to 
include the defaulted loans in the Consolidation Loan. For applications received on or after January 1, 1993, borrowers could add 
additional loans to a Consolidation Loan during the 180-day period following the origination of the Consolidation Loan. 

A married couple who agreed to be jointly liable on a Consolidation Loan for which the application was received on or after January 
I, 1993, but before July 1, 2006, was treated as an individual for purposes of obtaining a Consolidation Loan. 

Interest rates for Consolidation Loans. For Consolidation Loans disbursed before July I, 1994, the applicable interest rate is 
fixed at the greater of: 

• 9%, or 

• The weighted average of the interest rates on the loans consolidated, rounded to lhe nearest whole percent. 

For Consolidation Loans disbursed on or after July l, 1994, based on applications received by the lender before November 13, 
1997, the applicable interest rate is fixed and is based on the weighted average of the interest rates on the loans consolidated, 
rounded up to the nearest whole percent. 

For Consolidation Loans on which the application was received by the lender between November 13, 1997, and September 30, 
1998, inclusive, the applicable interest rate is variable according to the following: 

• For the portion of the Consolidation Loan which is comprised ofFFELP, Direct, FISL, Perkins, HPSL, or NSL loans, 
the variable interest rate is based on the bond equivalent rate of the 91-day Treasury bills auctioned at the final auction 
before the preceding June 1, plus 3. I%. The variable interest rate for this portion of the Consolidation Loan is adjusted 
annually on July 1. The maximum interest rate for this portion of the Consolidation Loan is 8.25%. 

For the portion of the Consolidation Loan which is attributable to HEAL Loans (if applicable), the variable interest 
rate is based on the a vcragc of the bond equivalent rates of the 91-day Treasury bills auctioned for the quarter ending 
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June 30, plus 3.0%. The variable interest ralc for this portion of the Consolidation Loan is adjusted annually on July 
I. There is no maximum interest rate for the portion of a Consolidation J ,oan that is represented by HEAL Loans. 

For Consolidation Loans on which the application was rccci ved by the lender on or after October I, 1998, lhe applicable interest 
rate is detetmined according to the following: 

For the portion of the Consolidation Loan which is comprised ofFFELP, Direct, FISL, Perkins, HPSL, or NSL loans, 
the applicable interest rate is fixed and is based on th.e weighted average of the interest rates on the non-HEAL loans 
being consolidated, rounded up to the nearest one-eighth of one percent. The maximum interest rate for this po1tion 
of the Consolidation Loan is 8.25%. 

• For the portion of the Consolidation Loan which is attributable to HEAL Loans (if applicable), the applicable interest 
rate is variable and is based on the average of the bond equivalent rates of the 9 I -day Treasury bills auctioned for 
the quarter ending June 30, plus 3.0%. The variable interest rate for this portion of the Consolidation Loan is adjusted 
annually on July 1. There is no maximum interest rate for the pmtion of the Consolidation Loan that is represented 
by HEAL Loans. 

for a discussion of required payments that reduce the relum on Consolidation Loans, see "Fees - Rebate fee on Consolidation 
Loans" in this Appendix. 

Interest rate during active duty 

The Higher Education Opportunity Act of 2008 revised the Servicemcmbcrs Civil Relief Act to include FFEL Program loans. 
Interest charges on FFEL Program loans are capped at 6% during a period of time on or after August 14, 2008, in which a bon-ower 
has served or is servjng on active duty in the Armed Forces, National Oceanic and Atmospheric Administration, Public Health 
Services, or National Guard. The interest charge cap includes the interest rate in addition to any fees, service charges, and other 
charges related to the loan. The cap is applicable to loans made prior to the date the borrower was called to active duty. 

Maximum loan amounts 

Each type of loan was subject to certain limits on the maximwn principal amow1t, with respect to a given academic year and in 
the aggregate. Consolidation Loans were limited only by the amount of eligible loans to be consolidated. PLUS Loans were 
limited to the difference between the cost of attendance and the other aid available to the student. Stafford Loans, subsidized and 
unsubsidized, were subject to both annual and aggregate limits according to the provisions of the Higher Education Act. 

Loan limits for Sub.<iidized Stafford and Unsubsidized Stafford Loam. Dependent and independent undergraduate students were 
subject to the same annual loan limits on Subsidized Stafford Loans; independent students were allowed greater annual loan limits 
on Unsubsidized Stafford Loans. A student who had not successfully completed the first year of a program of undergraduate 
education could bon-ow up to $3,500 in Subsidized Stafford Loans in an academic year. A student who had successfully completed 
the first year, but who had not successfully completed the second year, could borrow up to $4,500 in Subsidized Stafford Loans 
per academic year. An undergraduate student who had successfully completed the first and second years, but who had not 
successfully completed the remainder of a pro1:,rram of undergraduate education, could bonow up to $5,500 in Subsidized Stafford 
Loans per academic year. 

Dependent students could borrow an additional $2,000 in Unsubsidized Stafford Loans for each year of undergraduate study. 
Independent students could borrow an additional $6,000 of Unsubsidized Stafford Loans for each of the first two years and an 
additional $7,000 for the third, fourth, and fifth years of undergraduate study. For students enrolled in programs ofless than an 
academic year in length, the limits were generally reduced in proportion to the amount by which the programs were less than one 
year in length. A graduate or professional student could borrow up to $20,500 in an academic year where no more than $8,500 
was representative of Subsidized Stafford Loan amoW1lS. 

The maximum aggregate amount of Subsidized Stafford and Unsubsidized Stafford Loans, including that portion of a Consolidation 
Loan used lo repay such loans, which a dependent undergraduale student may have outstanding is $31,000 ( of which only $23,000 
may be Subsidized Stafford Loans). An independent undergraduate student may have an aggregate maximum of$57 ,500 ( of which 
only $23,000 may be Subsidized Stafford Loans). The maximum aggregate amount of Subsidized Stafford and Unsubsidized 
Stafford Loans, including the portion of a Consolidation Loan used to repay such loans, for a graduate or professional student, 
including loans for undergraduate education, is $138,500, of which only $65,500 may be Subsidized Stafford Loans. Jn some 
instances, schools could certify loan amounts in excess of the limits, such as for certain health profession students. 
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Loan limits for PLUS Loans. For PLUS Loans made on or after July J, J 993, the annual amounts of PLUS Loans were limited 
only by the student's unmet need. There was no aggregate limit for PLUS Loans. 

Repayment 

Repayment periods. Loans made W1der the Federal Family Y.ducation Loan Program, other than Consolidation Loans and loans 
being repaid under an income-based or extended repayment schedule, must provide for repayment of principal in periodic 
installments over a period of not less than five, nor more than ten years. A borrower may request, with concurrence of the lender, 
to repay the loan in less than five years with the right to subsequently extend the minimum repayment period to five years. Since 
the 1998 Amendments, lenders have been required to offer extended repayment schedules to new borrowers disbursed on or after 
October 7, 1998 who accwnulate outstanding FFELP Loans of more than $30,000, in which case the repayment period may extend 
up to 25 years, subject to certain minimum repayment amounts. Consolidation Loans must be repaid within maximum repayment 
periods which vary depending upon the principal amount of the borrower's outstanding student loans, but may not exceed 30 years. 
For Consolidation Loans for which the application was received prior to January 1, 1993, the repayment period cannot exceed 25 
years. Periods of authorized deferment and forbearance are excluded from the maximum repayment period. In addition, if the 
repayment schedule on a loan with a variable interest rate does not provide for adjustments to the amount of the monthly installment 
payment, the maximum repayment period may be extended for up to three years. 

Repayment of principal on a Stafford Loan does not begin until a student drops below at least a half-lime course of study. For 
Stafford Loans for which the applicable rate of interest is fixed at 7%, the repayment period begins between nine and twelve months 
after the borrower ceases to pursue at least a half-time course of study, as indicated in the promissory note. For other Stafford 
Loans, the repayment period begins six months after the borrower ceases to pursue at least a half-time course of study. These 
periods during which payments of principal are not due are the "grace periods." 

In the case of SLS, PLUS, and Consolidation Loans, the repayment period begins on the date of final disbursement of the loan, 
except that the borrower of a SLS Loan who also has a Stafford Loan may postpone repayment of the SLS Loan to coincide with 
the conun,.;ncr.:meut of repayment of i.lu: Slafford Loan. 

During periods in which repayment of principal is required, unless the borrower is repaying under an income-based repayment 
schedule, payments of principal and interest must in general be made at a rate of at least $600 per year, except that a borrower and 
lender may agree to a lesser rate at any time before or during the repayment period. However, at a minimum, the payments must 
satisfy the interest that accrues during the year. Borrowers may make accelerated payments at any time without penalty. 

lnc1,me-sensitive 1•epayment schedule. Since I 993, lenders have been required to offer income-sensitive repayment schedules, 
in addition to standard and graduated repayment schedules, for Stafford, SLS, and Consolidation Loans. Beginning in 2000, 
lenders have been required to offer income-sensitive repayment schedules to PLUS borrowers as well. Use of income-sensitive 
repayment schedules may extend the maximum repayment period for up to five years if the payment amowit established from the 
borrower's income will not repay the loan within the maximum applicable repayment period. 

Income-based repayment schedule. Effective July l, 2009, a borrower in the Federal Family Education Loan Program or Federal 
Direct Loan Program, other than a PLUS Loan made to a parent borrower or any Consolidation Loan that repaid one or more 
parent PLUS loans, may qualify for an income-based repayment schedule regardless of the disbursement dates of the loans if he 
or she has a partial financial hardship. A borrower has a financial hardship if the annual loan payment amount based on a l 0-year 
repayment schedule exceeds 15% of the borrower's adjusted gross income, minus J 50% of the poverty line for the borrower's 
actual family size. Interest will be paid by the Secretary of Education for subsidized loans for the first three years for any borrower 
whose scheduled monthly payment is not sufficient to cover the accrned interest. Interest will capitalize at the end of the partial 
financial hardship period, or when the borrower begins making payments W1der a standard repayment schedule. The Secretary of 
Education will cancel any outstanding balance after 25 years if a borrower who has made payments under this schedule meets 
certain criteria. 

Deferment periods. No principal payments need be made during certain periods of deferment prescribed by the Higher Education 
Act. For a borrower who first obtained a Stafford or SLS loan which was disbursed before July I, 1993, deferment,; are available: 

During a period not exceeding tluee years while the borrower is a member of the Anned Forces, an officer in the 
Commissioned Corps of the Public Health Service or, with respect to a borrower who first obtained a student loan 
disbursed on or after July I, 1987, or a student loan for a period of eruollment beginning on or after July 1, 1987, an 
active duty member of the National Oceanic and Atmospheric Administration Corps; 
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During a period not exceeding three years while the borrower is a volm1teer under the Peace Corps Act; 

• During a period not exceeding three years while the borrower is a foll-lime paid volunteer under the Domestic 
Volunteer Act of 1973; 

During a period not exceeding three years while the borrower is a foll-time volunteer in service which the Secretary 
of Education has determined is comparable to service in the Peace Corp or under the Domestic Volunteer Act of 1970 
with an organization which is exempt from taxation under Section 50l(c)(3) of the Internal Revenue Code; 

• During a period not exceeding two years while the borrower is serving an internship necessary to receive professional 
recognition required to begin professional practice or service, or a qualified internship or residency program; 

During a period not exceeding three years while the borrower is temporarily total! y disabled, as established by sworn 
affidavit of a qualified physician, or while the borrower is unable to secure employment because of caring for a 
dependent who is so disabled; 

• During a period not exceeding two years while the borrower is seeking and unable to find full-time employment; 

• During any period that the borrower is pursuing a full-time course of study at an eligible institution (or, with respect 
to a borrower who first obtained a student loan disbursed on or after July l, 1987, or a student loan for a period of 
enrollment beginning on or atler July 1, 1987, is pursuing at least a half-time course of study); 

• During any period that the borrower is pursuing a course of study in a graduate fellowship program; 

During any period the borrower is receiving rehabilitation training services for qualified individuals, as defined by 
the Secretary of Education; 

• During a period not exceeding six months per request while the borrower is on parental leave; and 

• Only with respect to a borrower who first obtained a student loan disbursed on or after July l, 1987, or a student loan 
for a period of enrollment beginning on or after July I, 1987, during a period not exceeding three years while the 
borrower is a full-time teacher in a public or nonprofit private elementary or secondary school in a "teacher shortage 
area" (as prescribed by the Secretary of Education), and during a period not exceeding one year for mothers, with 
preschool age children, who are entering or re-entering the work force and who arc paid at a rate of no more than$ l 
per hour more than the federal minimum wage. 

For a borrower who first obtained a loan on or after July 1, 1993, deferments are available: 

• During any period that the borrower is pursuing at least a half-time course of study at an eligible institution; 

• During any period that the borrower is pursuing a course of study in a graduate fellowship program; 

• During any period the borrower is receiving rehabilitation training services for qualified individuals, as defined by 
the Secretary of Education; 

During a period not exceeding three years while the borrower is seeking and unable to find foll-time employment; 
and 

During a period not exceeding three years for any reason which has caused or will cause the borrower economic 
hardship. Economic hardship includes working full-time and earning an amount that does not exceed the greater of 
the federal minimum wage or 150% of the poverty line applicable to a borrower's family size and state ofresidence. 
Additional categories of economic hardship are based on the receipt of payments from a state or federal public 
assistance program, service in the Peace Corps, or until July l, 2009, the relationship bel ween a borrower's educational 
debt burden and his or her income. 

Effective October 1, 2007, a bonower serving on active duty during a war or other military operation or national emergency, or 
performing qualifying National Guard duty during a war or other military operation or national emergency may obtain a military 
deferment for all outstanding Title JV loans in repayment. For all periods of active duty service that include October 1, 2007 or 
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begin on or after that <late, the defeiment period includes the borrower's service period and 180 days following the demobilization 
date. 

A bo1Tower serving on or after October 1, 2007, may receive up to 13 months of acti vc duty student defennent after the completion 
of military service ifhc or she meets the following conditions: 

Is a National Guard member, Armed Forces reserves member, or retired member of the Armed Forces; 

ls called or ordered to active duty; and 

Is enrolled at tl1e time of, or was em·olled witltin six montlts prior to, the activation in a program at an eligible 
institution. 

The active duty student deferment ends the earlier of when the borrower returns to an enrolled status, or at the end of 13 months. 

PLUS Loans first disbursed on or after July l, 2008, are eligible for the following deferment options: 

• A parent PLUS borrower, upon request, may defer the repayment of the Joan during any period during which the 
student for whom the loan was borrowed is enrolled at least half time. Also upon request, the borrower can defer 
the Joan for the six-month period inuncdiately following the date on which the student for whom the Joan was 
borrowed ceases to be enrolled at least halftime, or if the parent borrower is also a student, the date after he or she 
ceases to be enrolled at least half time. 

• A graduate or professional student PLUS borrower may defer tlte Joan for the six-month period immediately following 
the date on which he or she ceases to be enrolled at least halftime. This option does not require a request and may 
be granted each time the borrower ceases to be enrolled at least half time. 

Prior to the 1992 Arm:ud.tnents, 011.Jy some of the deferments described above were available to PLUS and Consolidation Loan 
borrowers. Prior to the 1986 Amendments, PLUS Loan bon-owers were not entitled to cc1tain deferments. 

Forbearance periods. The Higher Education Act also provides for periods of forbearance during which the lender, in case of a 
borrower's temporary financial hardship, may postpone any payments. A borrower is entitled to forbearance for a period not 
exceeding three years while the borrower's debt burden under Title N of the Higher Education Act (which includes the Federal 
Family Education Loan Program) equals or exceeds 20% of the borrower's gross income. A borrower is also entitled to forbearance 
while he or she is serving in a qualifying internship or residency program, a "national service position" under tlte National an<l 
Community Service T111st Act of 1993, a qualifying position for loan forgiveness under the Teacher Loan Forgiveness Program, 
or a position that qualifies him or her for loan repayment under the Student Loan Repayment Program administered by the 
Department of Defense. 1n addition, administrative forbearances are provided in circumstances such as, but not limited to, a local 
or national emergency, a military mobilization, or when the geographical area in which the borrower or endorser resides has been 
designated a disaster area by the President of the United States or Mexico, the Prime Minister of Canada, or by the governor of a 
state. 

Interest payments during grace, deferment, forbea1'a11ce, and applicable income-based 1'epayment ("JJJR'') periods. The 
Secretary of Education makes interest payments on behalf of the borrower for Subsidized loans while the borrower is in school, 
grace, deferment, and during the first 3 years of the IBR plan for any remaining interest that is not satisfied by the IBR payment 
amoWlt. Interest that accrues during forbearance periods, and, if the loan is not eligible for interest subsidy payments during 
school, grace, deferment, and IBR periods, may be paid monthly or quarterly by the borrower. Any unpaid accrued interest may 
be capitalized by the lender. 

Fees 

Guarantee fee and Federal default fee. For loans for which the date of guarantee of principal was on or after July l, 2006, a 
guarantee agency was required to collect and deposit into the Federal Student Loan Reserve Fund a Federal default fee in an amount 
equal to I% of the principal amount of the loan. The fee was collected either by deduction from the proceeds of the loan or by 
payment from other non-Federal sources. Federal default fees could not be charged to borrowers of Consolidation Loans. 
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Origination fee. Heginning with loans first <lisburse<l on or after July 1, 2006, the maximum origination fee which could be charged 
to a Stafford I ,oan borrower decreased according to the following schedule: 

• 1.5% with respect to loans for which the first disbursement was made on or after July I, 2007, and before July 1, 
2008; 

1.0% with respect to loans for which the first disbursement was made on or after July 1, 2008, and before July 1, 
2009;and 

0.5% with respecl lo loans for which the first disbursement was made on or atler July 1, 2009, and before July 1, 
2010. 

A lender could charge a lesser origination fee to Stafford Loan borrowers as long as the lender did so consistently with respect to 
all borrowers who resided in or attended school in a particular state. Regardless of whether the lender passed all or a portion of 
the origination fee on to the borrower, the lender had to pay the origination fee owed on each loan it made to the Secretary of 
Education. 

An eligible lender was required to charge the borrower of a PLUS Loan an origination fee equal to 3% of the principal amount of 
the loan. This fee had to be deducted proportionately from each disbursement of the PLUS Loan and had to be remitted to the 
Secretary of Education. 

Lender.fee. The lender of any loan made under the Federal Family Education Loan Program was required to pay a fee to the 
Secretary of Education. For loans made on or after October I, 2007, the fee was equal to 1.0% of the principal amount of such 
loan. This fee could not be charged to the borrower. 

Rebate fee 011 Consolidatio11 Loans. The holder of any Consolidation Loan made on or after October I, 1993, was required to 
pay to the Secretary of Education a monthly rebate tee. For loans made on or after October I, I 993, from applications received 
prior to October 1, 1998, and after January 31, I 999, the fee is equal to 0.0875% ( 1.05% per annum) of the principal and accrued 
interest on the Consolidation Loan. For loans made from applications received during the period beginning on or after October 
1, 1998, through January 31, 1999, the fee is 0.0517% (0.62% per annum). 

Interest subsidy payments 

Interest subsidy payments are interest payments paid on the outstanding principal balance of an eligible loan before the time the 
loan enters repayment and during deferment periods. The Secretary of Education and the guarantee agencies enter into interest 
subsidy abrreements whereby the Secretary of Education agrees to pay interest subsidy payments on a quarterly basis to the holders 
of eligible guaranteed loans for the benefit of students meeting certain requirements, subject to the holders' compliance with all 
requirements of the Higher Education Act. Subsidized Stafford Loans are eligible for interest payments. Consolidation Loans for 
which the application was received on or after January 1, 1993, are eligible for interest subsidy payments. Consolidation Loans 
made from applications received on or after August l 0, 1993, are eligible for interest subsidy payment~ only if all tmderlying loans 
consolidated were Subsidized Stafford Loans. Consolidation Loans for which the application is received by an eligible lender on 
or after November 13, 1997, are eligible for interest subsidy payments on that portion of the Consolidation Loan that repaid 
subsidized FFELP Loans or similar subsidized loans made under the Direct Loan Program. The po11ion of the Consolidation Loan 
that repaid HEAL Loans is not eligible for interest subsidy, regardless of the date the Consolidation Loan was made. 

Special allowance payments 

Tue Higher Education Act provides for special allowance payments (SAP) to be made by the Secretary of Education to eligible 
lenders. The rates for special allowance payments are based on formulas that differ according to the type ofloan, the date the loan 
was originally made or insured, and tbe type of fi.mds used to finance the loan (taxable or tax-exempt). 

Stafford L,Jans. Tue effective formulas for special allowance payment rates for Subsidized Stafford and Unsubsidized Stafford 
Loans are swnrnarized in the following chait. The T-Bill Rate mentioned in the chart refers to the average of the bond equivalent 
yield of the 91-day Treasury bills auctioned during the preceding quarter. 
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Date of Loans 

On or after October l, 1981 

On or after November 16, 1986 

On or after October I , 1992 

On or after July I, 1995 

On or atler July I, 1998 

On or after January I, 2000 

On or after October l, 2007 and held hy a Depa11ment of 
Education certified not-for-profit holder or Eligible Lender 
Trustee holding on behalf of a Department of Education 
certified not-for-profit entity 

All other loans on or after October J, 2007 

Annualized SAP Rate 

T-Bill Rate less Applicable Interest Rate+ 3.5% 

T-Bill Rate less Applicable Interest Rate+ 3.25% 

T-Ilill Rate less Applicable lnterest Rate+ 3.1 % 

T-Dill Rate less Applicable Interest Rate+ 3.1 %<1> 

T-Bill Rate less Applicable Interest Rate+ 2.8%<2> 

3 Month Commercial Paper Rate less Applicable Interest 
Rate+ 2.34%(l)(IS) 

3 Month Commercial Paper Rate less Applicable Interest 
Rate+ I .94%C4lC<il 

3 Month Commercial Paper Rate less Applicable lnterest 
Rate+ l.79%<5JC6) 

(I) Substitute 2.5% in this formula while such loans are in-school, grace, or defennent status 
C
2> Substitute 2.2% in this formula while such loans are in-school, 1:,rrace, or deferment status. 

C
3
l Substitute l. 74% in this formula while such loans arc in-school, grace, or deferment status. 

<4l Substitute 1.34% in this formula while such loans are in-school, grace, or deferment status. 
<5

) Substitute I. I 9% in this formula while such loans are in-school, grace, or deferment status. 
<6) The Militaiy Construction and Veterans Affairs and Related Agencies Appropriations Act of2012 provides an alternate 
calculation method that substitutes for 3 Month Commercial Paper Rate "l Month London Inter Bank Offered Rate 
(LIBOR) for United States dollars in effecl for each of the days in such quarter as compiled and released by the British 
Banker's Association." This method has to be selected by each lender or beneficial holder before April l, 2012 and applies 
to all loans held under the same lender identification number for the quarter beginning April J, 2012 and all succeeding 
3-month periods. 

PLUS, SLS, and Consolidation Loans. The fonnula for special allowance payments on PLUS, SLS, and Consolidation Loans 
are as follows: 

Date of Loans 

On or after October I , 1992 

On or after January I, 2000 

PLUS loans on or after October I, 2007 and held by a 
Department of Education certified not-for-profit holder or 
Eligible Lender Trustee holding on behalf of a Department 
of Education certified not-for-profit entity 

All other PLUS loans on or after October I, 2007 

Consolidation loans on or after October I, 2007 and held 
by a DcpartmentofEducation certified not-for-profit holder 
or Eligible Lender Trustee holding on behalf of a 
Department of Education ce11ified not-for-profit entity 

Annualized SAP Rate 

T-Bill Rate less Applicable Interest Rate+ 3.1 % 

3 Month Commercial Paper Rate less Applicable Interest 
Rate + 2 .64%<1

) 

3 Month Co~nmercial Paper Rate less Applicable Interest 
Rate + 1.94%<1> 

3 Month Commercial Paper Rate less Applicable Interest 
Rate+ 1.79%(!) 

3 Month Commercial Paper Rate Less Applicable Interest 
Rate+ 2.24%<1> 

3 Monti1 Commercial Paper Rate Less Applicable lnterest 
All other Consolidation loans on or after October I, 2007 Rate+ 2.09%(1) 

(1) The Military Construction and Veterans Affairs and Related Agencies Appropriations Act of2012 provides an alternate 
calculation method that substitutes for 3 Month Commercial Paper Rate "I Month London Inter Bank Offered Rate 
(LIBOR) for United States dollars in effect for each of the days in such quruter as compiled and released by the British 
Banker's Association." This method has to be selected by each lender or beneficial holder before April l, 2012 and applies 
to al I Joans held under the same lender identification number for the quarter beginning April 1, 2012 and al I succeeding 
3-month periods. 

For PLUS and SLS Loans made prior to July l, 1994, and PLUS loans made on or after July I, 1998, which bear interest at rates 
adjusted annually, special allowance payments are made only in quarters during which the interest rate ceiling on such loans 
operates to reduce the rate that would otherwise apply based upon the applicable formula. See "Interest Rates for PLUS Loans" 
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and "Interest Rates for SLS J ,oans." Special allowance payments arc available on variable rate PLUS Loans and SLS Loans made 
on or after July l, 1987, and before July l, 1994, and on any PLUS Loans made on or after July I, 1998, and before January l, 
2000, only if the variable rate, which is reset annually, based on the weekly average one-year constant maturity Treasury yield for 
loans made before July J, 1998, and based on the 91-day or 52-week Treasury bill, as applicable for l<Jans made on or after July J, 
1.998, exceeds the applicable maximum borrower rate. The maximum borrower rate is between 9% and 12% per annum. The 
portion, if any, of a Consolidation Loan that repaid a HEAL Loan is ineligible for special allowance payments. 

Recapture of excess interest. The Higher Education Reconciliation Act of 2005 provides that, with respect to a loan for which 
the first disbursement of principal was made on or after April 1, 2006, if the applicable interest rate for any three-month period 
exceeds the special allowance support level applicable to the loan for that period, an adjustment must be made by calculating the 
excess interest and crediting such amounts to the Secretary of Education not less often than annually. The amount of any adjustment 
of interest for any quatter will be equal to: 

The applicable interest rate minus the special allowance support level for the loan, multiplied by 

• The average daily principal balance of the Joan during the quarter, divided by 

• Four. 

Special allowance payments for loans fina11ced by tax-exempt bonds. The effective formulas for special allowance payment 
rates for Stafford Loans and Unsubsidized Stafford Loans differ depending on whether loans to borrowers were acquired or 
originated with the proceeds of tax-exempt obligations. The fonnula for special allowance payments for loans fmanced with the 
proceeds of tax-exempt obligations originally issued prior to October .I, 1993 is: 

T-Bill Rate less Applicable Interest Rate+ 3.5% 
2 

provided that the special allowance applicable to the loans may not be less than 9 .5% less the Applicable Interest Rate. Special 
rules apply with respect to special allowance payments made on loans 

Originated or acquired with fonds obtained from the refunding of tax-exempt obligations issued prior to October I, 
1993, or 

Originated or acquired with funds obtained from collections on other loans made or purchased with funds obtained 
from tax-exempt obligations initially issued prior to October 1, 1993. 

Amounts derived from recoveries of principal on loans eligible to receive a minimum 9.5% special allowance payment may only 
be used to originate or acquire additional loans by a unit of a state or local government, or non-profit entity not owned or controlled 
by or under common ownership of a for-profit entity and held directly or thrnugh any subsidiary, affiliate or trustee, which entity 
has a total unpaid balance of principal equal to or less than $100,000,000 on loans for which special allowances were paid in the 
most recent quarterly payment prior to September 30, 2005. Such entities may originate or acquire additional loans with amounts 
derived from recoveries of principal until December 31, 2010. Loans acquired with the proceeds of tax-exempt obligations 
originally issued after October 1, 1993, receive special allowance payments made on other loans. Beginning October I, 2006, in 
order to receive 9 .5% special allowance payments, a lender must undergo an audit arranged by the Secretary of Education attesting 
to proper billing for 9.5% payments on only eligible "first generation" and "second generation" loans. First generation loans 
include those loans acquired using funds directly from the issuance of the tax-exempt obligation. Second-generation loans include 
only those loans acquired using funds obtained direct! y from first-generation loans. Furthermore, the lender must certify compliance 
of its 9 .5% billing on such loans with each request for payment. 

Adjustments to special allowance payments. Special allowance paymeQts and interesl subsidy payments are reduced by the 
amollllt which the lender is authorized or required to charge as an origination foe. In addition, the amowlt of the lender origination 
fee is collected by offset to special allowance payments and interest subsidy payments. The Higher Education Act provides that 
if special allowance payments or interest subsidy payments have not been made within 30 days after the Secretary or Education 
receives an acclU'ate, timely, and complete request, the special allowance payable to the lender must be increased by an amount 
equal to the daily interest accruing on the special allowance and interest subsidy payments due the lender. 
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Timothy P. Hahn 
5030 W. Thatcher Lane + Lincoln, NE 68528 + (402) 875-l 925 + tim.hahn33@gmail.com 

Experience 
ALLO Communications, Lincoln, Nebraska December 2017 - Present 

Sales Engineer, 
+ Design and sell solutions to new customers and drives advanced data networking solutions into existing accounts. 
• Suppo1t sales with proposal generation for complex designs (i.e. pricing assistance, equipment design, Visio 

docwnentation, detailed scope of work). 
• Prepare, complete and present all technical information to the engineering team for customer implementations. 
• Act as a technical liaison between post sales implementation groups, engineering and sales teams. 
• Represent ALLO on customer appointments as a subject manner expe1t for data services, LAN/ WAN 

technologies, SIP and associated LAN/WAN applications. 
• Develop relationships via daily interaction with Sales personnel, Engineering, Account Management, and suppo11 

service teams at all levels. 
• Stay current with technology as it pe1tains to communication infrastructure. 
+ Manage and coordinate complex orders. 

Windstream Communications, Lincoln, Nebraska 1995 - September 2017 

Sales Engineer, 2011 - September 2017 
• Conduct business in a consultative manner, understanding the communication applications and business 

challenges facing prospective and current customers. 
• Design and sell solutions to new customers and drives advanced data networking solutions into existing accounts. 
• Support sales with proposal generation for all complex WAN designs (i.e. pricing assistance, equipment design, 

Visio documentation, detailed scope of work). 
+ Prepare, complete and present all technical paperwork to the engineering tcrun for customer implementations. 
+ Conduct training for Sales and Account development on technical concepts, features, and capabilities of network 

products. 
• Conduct sales focused training to customer groups to drive technical product sets into to new and existing 

accounts. 
+ Provide technical expertise to Marketing and Training teams during rotlout of new data services or enhancements 

of existing offerings. 
+ Act as a technical liaison between post sales implementation groups, engineering and sales teams. 
+ Represent Windstream on customer appointments as a subject manner expert for data services, LAN/WAN 

technologies, SIP and associated LAN/WAN applications. 
+ Develop relationships via daily interaction with Sales personnel, Engineering, Account Management, and support 

service teams at all levels. 
• Stay current with technology as it pertains to communication infrastructure. 

Systems Engineer, 1997 - 20 l l 
• Served as a Lead Engineer for high budget projects such as BryanLGH, Ambassador Group, Assurity Life 

Insurance, Teledyne Isco, Lincoln Surgical Hospital, & Kawasaki 
);> Duties include system design, bid development, coordination of system(s) im;tallation, and serving as 

project manager from the beginning to completion of all projects. 
+ Conducted site visits with customers to assess their communication and data needs and capabilities. 
+ Designed communication systems (phone, paging, voice and data wiring, fiber installation, IP Telephony) and 

creates bids for projects. 
+ Communicated with product distributors to learn about product pricing and capabilities. 
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+ Conducted presentations for customers to educate them about products or to introduce the customer to new 
technologies. 

+ Managed projects to ensure that all of the customer's needs are met. 
+ Collaborated with other project contractors (building contractors, electrical contractors, and architects) to 

coordinate respective projects. 
+ Utilized Microsoft Project to manage jobs in order to assure timely completion. 
+ Assisted Customer Service Support aod technician personnel in prograrnmjng communication and data systems. 
• Provided customer support to the customer, Customer Service Support personnel, teclmicians, and sales staff. 
• Trained Customer Service Support personnel, technicians, sales staff, and engineers on new technology and 

products. 
+ Worked with a team of teclmician managers, sales staff, Customer Service Support personnel, and technicians. 
+ Collaborated with and provides guidance to Account Executive and Sales Engineers in the development of 

project bid pricing. 

Wire Technician, 1995 - 1997 

• Installed phone systems, paging systems, voice and data wiring, and fiber. 
• Programed and installs Panasonic & Telrad phone systems. 
+ Managed projects and other wire technicians. 

Education 
Bachelor of Science, Electronic Engineering Technology 

Missouri Western State University, St. Joseph, MO 

Professional Development & Certifications 

• Adtran 
> ACCP (ADTRAN Certified Carrier Professional) - 2014 

• Siemens 
> SOCA (Siemens Open Conununications Associate) - 2009 
> Hicom 150H Advanced Class - 1999 
> Hicom 1 SOE - 1998 

+ Mitel 
> Mite] 5000- 2009 

• Cisco 
~ Interconnecting Cisco Network Devices - 2003 
> CCNA 1-4 Class 

+ Spectralink 
> Wireless Systems - 2001 

+ BJCSI 
> BJCSI Cabling Installation Installer - 2000 

+ Panasonic 
> KX-TDSOO Digital Super Hybrid System Installation & Programming- 2000 
> KX-TBS75/IOO Installation & Programming- 1997 
> Super Hybrid System Installation & Programming - 1997 

+ Telrad 
> Digital Key BX Technical Training SB5-7/DB57 - 2001 

• Siecor 
> TR-02-S "Fiber Optic Design for Local Area Networks" - 2000 

• Valcom 
> Loudspeaker Paging Systems - 2000 

+ Krone 
> Symphony, Certified Installation Technician - 1998 
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Professional Memberships 
• Phi Delta Theta Fraternity 

),.,, Vice President: 1994-1995 
),.,, Academic Chair: 1993-1994 

Other Work Experience 
+ Baseball Umpire - (2000-Prcscnt) 

),.,, Youth Baseball 
),.,, High School & Legion Baseball 
),.,, College Baseball 
),.,, American Association (Lincoln Salt Dogs) 
),.,, Served as Crew Chief at several Nebraska State Legion Baseball Tournaments. Involved coordinating 

umpire schedules, conflict management, and insured enforcement of tournament rules. 

Volunteer Activities 
• Co-Founder/President of the Timberwolves Athletic Association, 2009-Present 

),.,, Co-founded a youth-based basketball organization. We currently have twelve temns ranging from 3'd-8th 
grade. Coordinate scheduling games, practices, & board meetings. Assist with budget and player fees, 
maintain and update website. 

),.,, President - Facilitates Board Meetings, secures all gym space, and coordinates practice and game 
schedules. Facilitate conflict resolution between coaches and parents as needed. 

),.,, Coach - Head Coach & assist with all levels in the organization. 
• Lincoln Legends Baseball, Tournament Director, 2011-2013 

References 

),.,, Coordinated the annual baseball tournament for ages 10-14. Averaged 24 teams registered per year. 
> Developed all promotional materials and awards. 
> Managed registrations. 
> Communicated with coaches prior to and throughout the tournament. 
),.,, Served as site director at the primary site. 
),.,, Coordinated volunteers and other site directors. 
> Developed and maintained tournament website. 
),.,, Responsible for filing all required tournament paperwork and results with the Nebraska USSSA office. 

+ Personal Reference 
),.,, Stuart Zette1man 
),.,, TELCOR Inc. - HR Director 
> 402-770-9134 (Cell) 
),.,, 402-327-7755 (Work) 
),.,, Zets4nu@neb.rr.com 

• Personal Reference 
),.,, Brad Tuch 
),.,, Kidwell Communications - VoIP Engineer 
),.,, 402-525-6745 (Cell) 
),.,, btuch@datavision.com 

+ Co-Worker Reference 
> Tony Peterson 
),.,, Windstream Communications - Manager Local Operations 
),.,, 402-540-3879 {Cell) 
),.,, Tony.peterson@windstream.com 
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EXPERIENCE 

TADD A. VANSCHOIACI<. 

2016-Present .i\llo Communications 

Business Sales F.ngineer 
• Meet with businesses an<l recommend network solutions 

• Provide detailed drawings for .i\llo/Customer. network 

J .in coin, NE 

• Project management for installations for customer between customer and Allo 
Construction 

• Site survey of customer premise to give a detailed scope of work for Alto 
Construction 

• Demo hosted pbx phone systems 

• Work on proposals and quotes for RFP for Allo To bid on 

2012-2016 Union Bank an<l Trust Co. Lincoln, NE 

Officer - Manager/Pnjcct Manager Technical Support Team 
• Manage operations of the Technical Support Team within the 11' Department. 

Th.is includes all job functions of 2 technicians and all projects associated with 
the TT Department and bank wide projects. 

• Responsible for all technical projects from start to finish. This includes: 
research, proposals, budgeting, scheduling and implementation. 

• Responsible for bank wide projects and reporting to management. 

• Responsible for. project communication with management, coworkers and 
vendors. 

• Responsible for phone system conversion to VOiP ... Currently 8 months 
ahead of schedule and saving $13,000 a month in expenses. 

• Responsible for ticketing software implementation for IT Department. 

• Responsible for many other projects for the whole bank and individual 
department. 

• Coordinate installs with vendors for cabling and communications for remodels 
and new buildings. 

2001-2012 Union Bank an<l Trust Co. Lincoln, NE 

Officer- Manager Desktop S11pport Team 
• Manage operations of the Desktop Support <lepartment within Network 

Services. This includes all job functions performed by 7 department staff 
members. 3 Helpdesk, ::S technicians an<l 1 assistant. 

• Responsible for all technical issues related to the end users. Includes but not 
exclusive to: all pc's, monitors, printers, phones, software & hardware. 

• Responsible for all bank licensing on all software products. 

• Responsible for all inventory tracking of all hardware and software. 

• Coordinate department projects as a project manager. 

• Responsible for personnel duties to include inte1-viewing, development of 
procedures, maintenance of records, and delegation of workload 



EDUCATION 

INTERESTS 

• Responsible for coordination and training of new and existing staff on all 
depart.tm:nt job functions. 

• Responsible for preparing and conducting performance appraisals for the 
Technical Support staff and assist other Network Services managers with 
preparation of annual budget and periodic budget review. 

• Coordinate installs with vendors for cabling and communications. 

1998-2001 Union Bank and Trust Co. Lincoln, NE 

Technical S uppart Specialist 
• Answered help desk calls & assigned help desk tickets to myself for resolution. 

• I Ielped assign calls to other team members for resolution. 

• Installed new softwal'e from start to finish and tested for compatibility. 

• Worked on special department projects from start to finish. 

• Installed new teller system bank wide and finished 3 months ahead of 
schedule. 

1992-1998 NERHRLP Lincoln, NE 

/l.ccountin,g Specialist 
• Managed muti-million dollar accounts for purchasing of smdent loans. 

• Balanced and reconciled accounts daily. 

• Made adjustments to the GL accounts as needed. 

1988-1992 Mid1and Lutheran College Fremont, NR 

• B.S.B.A, Concentration in Accounting & Finance 

1992 - Present 

• A WS & Azure training 

• Microsoft training and seminars 
• VOIP training and seminars 

• CBTNuggets online training 

• Project management training 

• Scripting and powershell training 

• Numerous books 

Computers, VOIP Phones, video conferencing, BYOD, new technology. 

Sports, golfing, coaching my daughter's softball team. 

2 



CHRISTINA PETERSON 

SUMMARY 

912 Broadway, Imperial N£ I 308-883-0003 I cpeterson@allophone.net 

Current Business Customer Service Manager. Versatile, reliable 
and efficient with 7 years' experience supporting hosted PBX, SIP trunk, and 
PRI systems in high paced environments. Diversified skills include client 
relations, and administrative support. Excellent phone and digital 
communication skills. 

SKILLS & ABILITIES 

EXPERIENCE 

Nov 2015-
Present 

April 2011-Nov 
2015 

Tier 1 support for Hosted PBX, SIP trunk, and PRI systems. Manager of 
Business Customer Service. Enterprise Level Accounts 

Business Customer Service Manager, ALLO Communications 

· Manage 10+ customer service representatives entering customer 
information into data system. 

Business Customer Service Representative, ALLO Communication 

· Obtaining customer information, entering customer information into data 
system. Provision and communicate with customer to set up services 

requested. 



EDUCATION 

Aug 2006-May Associates of Science, Lincoln NE, Southeast Community College 
2008 

REFERENCES 

Allison O'neil 
Vice President of Customer Operations ALLO Communications 
308-633-7805 
aoneil@allophone.net 

Thomas Scheele 
Hosted PBX Specialist 
402-781-4653 
tschee le@allophone.net 

Tanna Hanna 
Marketing Manager 
308-633-7815 
tha nna@a llophone. net 

Page 2 



KRISTIN CROSS 
2008 3rd Ave 

Scottsbluff, NE 
308-241-1844 

crosskgk@gmail.com 

Highlights of Qualifications: 

• Microsoft word, Microsoft office, Excel, Power Point. Doktrak, Electronic Health 
Records, Minutes, Multi-phone systems, Keyboard 55WPM, Data Entry. 

I have excellent communication and listening skills. I have a great ability to defuse stressful 
situations. I am proficient at multi-tasking and data entry. I work well with my co workers and 
am very reliable. I know how to organize my day to day schedule to ensure proficiency. I am 
confident in myself and my ability to be the best in any position I hold. I enjoy a fast paced and 
challenging position. 

Education 

Western Nebraska Community College 
Scottsbluff, NE 

• Courses for registered nurse requirements 

Major: Nursing 
May 2004 - January 2005 

Banner County High School Diploma 
Harrisburg, NE May 2004 

• Lettered in girls volleyball, basketball, track and gymnastics 
• Honor choir member 

Allo Communications 
Scottsbluff, NE 

EMPLOYMENT 

Business Customer Service Rep 
February 2016-Current 

• Process incoming requests for new installations, including SIP trunks, PRl's and IP Phones. 
• Complete changes on business accounts according to the customer's request. 
• Take incoming calls from business customers regarding trouble issues, questions and concerns. 
• Handle outbound calls with the objective to collect on delinquent accounts. 
• Handle billing disputes, and process billing errors. 
• Manage business price list for the business team. 

Ricco Inc 
Scottsbluff, NE 

Records Administrator 
July 2014-December 2015 

• Accurately performs filing and interfiling of loose items on a timely basis. 
• Perform database queries and reports of activities as needed 
• Retrieve and arrange file delivery as needed 
• Access, compile, gather, and issue requested records and information. 
• Perform basic records center operations in accordance with RIM procedures. 



• Receive files for entry into Records Management System, review for accuracy and enter data 
• Sort, classify, and code material for filing and shelving 
• Generate labels and bar coding as necessary to track files 
• Prepare ne files within file classification plan 
• Perform assigned tasks that support the organization's legal hold process 
• Monitor records management email and voicemail boxes and responds appropriately to 

responds appropriately to requests and inquiries 

Panhandle Mental Health Center 
Scottsbluff, NE 

• Completed admissions paperwork with new consumers 
• Updated financial paperwork for the sliding fee scale 
• Managed multiple clinicians work schedules 
• Set up appointments for consumers 
• Verified insurance benefits 
• Responsible for keeping consumers balances current 

REFERENCES 

Emily Vogt 
Business Supervisor 
Allo Communication 

610 Broadway St 
Imperial, NE 

308-882-7800 

Sheila Dinges 
Business Lead 

Allo Communications 
1710 E 2QTh St 
Scottsbluff, NE 
308-633-7804 

Melody Marsh 
Business Representative 

Allo Communications 
1710 E 201n St 
Scottsbluff, NE 
308-633-7899 

Admissions Representative 
May 2012-July 2014 



3610 Lowell Ave 
Lincoln, NE 68506 

SONYA M. PINNEO 

PROFESSIONAL SUMMARY 

402-314-1155 
sonyamarie1304@live.com 

I am an energetic, business professional with a strong work ethic and passion for client satisfaction 
and the ever-changing technology world. I am able to work efficiently in complex and diverse 
environments with multiple and changing technical and customer demands. My attention to detail 
strongly contributes to deadline driven goals. I strive to complete high quality, time sensitive 
projects with consistency. I have a strong desire to evaluate, implement and improve IT solutions 
while supporting company objectives. Immediately I take action and successfully train individuals 
after carefully listening to their needs, and interacting in a warm and friendly way. 

EDUCATION 

University of Nebraska at Kearney 
Major: Business of Administration Comprehensive 
GPA 3.6/4.0 

PROFESSIONAL Ex.PERIENCE 

Bachelor of Science Degree: May 2008 
Emphasis: Marketing 

Business Customer Service Manager, Allo Communications, Lincoln, NE 5/18 to present 
• Responsible for building and maintaining high performing Business Customer 

Service and Hosted PBX Teams 
• Actively demonstrate Company values and maintain a positive open demeanor 
• Encourages different points of view, moves team forward through change 
• Ensures that adequate staffing is in place to handle the work function assigned 

to the position's area of responsibility 
• Effectively isolate and identify areas of improvement 
• Assist upper management in planning and implementing new procedures 

promptly, allowing Customer Service and Hosted PBX employees the ability to 
carry out their responsibilities. 

• Establish and maintain processes that have Business orders completed within 21 
days of signed order 

• Provide and enhance job aids for customer service representatives. 
• Serves as customer interfacing escalation point 
• Partner with Complex Ordering Specialist to satisfactorily complete orders and 

troubleshoot if necessary 
• Work with Installation Technician Managers to ensure prospering scheduling and 

communication for installations. 
• Keep Customer Service Representatives and Hosted PBX Specialists abreast of 

new company products and services 
• Analyze data and statistics 
• Leads and participates in internal meetings, such as operation reviews 
• Creates executive management reports and recommends to upper management 

problem identification and resolution for repair performance 



Sonya Pinneo Continued 

Hosted PBX Team Supervisor, Allo Communications, Lincoln, NE 8/16 to 5/18 
• Responsible for building and overseeing a high performing Hosted PBX team 
• Supervised, trained, coached and mentored Hosted PBX Representatives 
• Successfully developed, empowered direct reports to make decisions, take action 
• Well-informed Hosted PBX Representatives of new company products and services 
• Encouraged different points of view, positively moved team forward through change 
• Consistently delivered the highest level of customer service possible 
• Served as a business customer interfacing escalation point 
• Continuously provided problem-solving resources 
• Ensured operational plans were aligned with business objectives 
• Collaborated on the development and implementation of customer and contract 

performance metrics and tools 
• Diligently worked with Installation Technician Managers and Sales Engineers to 

ensure proper scheduling and communication for installations 
• Led and participated in internal and external meetings 
• Provided change recommendations to Business Customer Service Representative 

Manager 

Technical Training Specialist, Union Bank & Trust, Lincoln, NE 8/15 to present 
• Enhance the productivity of bank employees by providing education for increased 

efficiency and optimal use of technical tools 
• Create and conduct various technical training modules including topics such as 

Microsoft Office, Adobe, and other tools that support bank efficiency efforts, and 
major system upgrades 

• Serve as an Administrator of multiple online training platforms 
• Conduct New Employee Orientation for all new employees 
• Create and maintain an onboarding process for new employees in each department 
• Complete ongoing research and development of existing and new technical training 

modules as needed 
• Provide training to employees on how to use our digital banking tools 
• Create and maintain professional relationships with managers and employees 

IT Helpdesk Supervisor, Union Bank E't Trust, Lincoln, NE 7/12 to 8/15 
• Supervised an IT Helpdesk Team through the daily technical and operational issues 

with workstation systems and applications 
• Ensured compliance with the bank's policies, procedures and strategies 
• Strived to meet and exceed customer expectations daily 
• Created and maintained an organized structure for workstation, associated hardware, 

systems and application configurations 
• Led and/or assist with the development and implementation of technical and system 

bank wide projects 
• Assisted with Network Administration for user setup/management 
• Managed call database for trends and call analysis 
• Networked with vendors to confirm bank's ongoing system and communication needs 

are met 
• Collaborated with resources for new locations, remodels, and employee moves 



Sonya Pinneo Continued 

System Support Specialist, Union Bank& Trust, Lincoln, NE 2/12 to 7/12 
• Provided excellent customer service to assist with user inquiries and issues 
• Successfully resolved daily issues with workstation systems and applications 
• Actively managed network user accounts and maintained documentation to 

ensure regulatory compliance 
• Professionally worked with vendors to maintain bank's ongoing system and 

communication needs 
• Accurately completed system software modifications upon request 
• Quickly solved problems regarding bank's core software and various application 

software 

POD Systems Analyst, Automated Systems Inc., Lincoln, NE·-4/10 to 2/12 
• Provided high quality customer service by meeting the needs of customers in an 

efficient and friendly manner through prompt and accurate communication 
• Diligently defined problems, collected data, established facts and drew valid 

conclusions 
• Confidently traveled onsite to new and existing customer locations and train all 

staff on functionality of software and equipment 
• Accurately performed software upgrades for customers as necessary 
• Effectively tracked, followed up, and communicated to appropriate parties 

regarding ongoing issues for trouble tickets and enhancements 
• Proficiently tested and researched bank software issues and report results to 

proper channels 
• Successfully built and implemented new client databases for imaging 

applications 
• Actively monitored the unassigned call queue to prioritize and assign calls if 

necessary 

Branding Specialist/Inside Sales, Mankato Free Press, Mankato, MN-·5/09 to 4/10 
• Creatively designed, proofed, and presented advertising ideas and solutions 
• Planned, scheduled, and executed monthly telemarketing projects 
• Successfully obtained monthly sales goals set by management 
• Provided excellent customer service to assist with customer inquiries and 

complaints 
• Generated daily cold calls to build classified/retail advertising business 
• Frequently prepared and paginated classified section for daily paper 

• Accurately entered ad tickets into Vision Data system 

SKILLS 
Microsoft Windows 
Excel 

Word 
Photoshop 

Power point 
SIS Client Database 
Adobe Flash 

Microsoft SQL Server 
Web Site Design 
lnsite Banking System Skype 



3610 Lowell Ave 
Lincoln, NE 68506 

LINKEDIN 

Sonya M. Pinneo 

www.linkedin.com/ in/ sonya-pinneo-22580978/ 

REFERENCES 

Brian Watkins 
Vice President of Information Technology 
Union Bank ft Trust 
402-432-3732 

Karen Helmberger 
Strategic Business Leader 
402 -430-0231 

Home Services 
Ben Dinger 
IT Director 
402-434-8118 

BMG CPA's, LLP 
Todd Blome 
Partner 
402 -483-7781 

402-314-1155 
sonyamarie1304@live.com 



Thomas Scheele 
4716 Hillside St, Lincoln, Ne 68506 - 402-239-39:!3 (C) - tscheclc@allophone.net 

Summary 
I have an extensive background in customer service, from dealing with customers face to face, to 
taking orders and troubleshooting over the phone. I excel at working with others and teaching them 
new things. 

Highlights 
• Strong customer service background 
• Technica] writing background 
• Electronics diagnosis and repair. 

• Skilled with computers. 
• Estimating experience 
• Sales background. 

Accomplishments 
I helped set up the quality control department of Speedway Motors. 
I was given control of the instruction sheets at Speedway Motors due to my technical abilities on a 
computer. 

Experience 
Allo Communications 

Hosted PBX Support Specialist 

June 2th 2016 - Current. 

March 191h 2018 

I joined the hosted team to further support customers phone needs. This allows me to interact with 
customers and design how they want their phone system to work. I work directly with customers to install 
and set up their phones to a1low them the best possible experience. 

Business custon1er service supervisor November 26 2016 - March 1th 2018 

I was promoted to Business customer service supervisor. This allows me to help train the team and resolve 
problems. I take care of several high value customers and help with the JCB process for engineering. I have 
implemented a weekly quiz program for the business customer service team as a refresher on their training. 

Business customer service representative June 2th 2016 - November 26th 2016 

I was trained on in processing orders and setting up equipment for customers. I have excelled to become a 
leader of the business CSR group. I won the You R.0.C. award for Allo for October for doing my best with 
helping anyone who has had a problem. 

Nelnet Total and Permanent Disability department 

Advisor I 

December ih 2015-June 27th 2016 

I started for Nelnet taking inbound calls assisting disabled student loan borrowers in getting their loans 
discharged based on their disabilities. In February of 2016 was moved into taking Pre-Sales calls for Allo 
Communications for approximately 2 weeks, I was again moved into the Pre-Sales line in March 2016 
where I remained till I joined Allo Communications directly in June 2016. In my time with the TPD 
department I did win employee of the month for March 2016 

Anderson Mazda March 2015 to November 2015 
Service Writer 
Lincoln,NE 
I sta1ted at Anderson Mazda managing the maintenance technicians and quickly moved up to writing 
service for the shop. I handle incoming customers calls and in person to provide an excellent 
experience. 



Auto Body Concepts October 2014 to March 2015 

Estimator 
Omaha,NE 
I was the primary estimator for the body shop. I worked directly with customers, insurance 
companies, and parts vendors to quickly and accurately get customers cars repaired. 

Speedway Motors, Inc. February 2008 to October 2014 

Quality Control Tech 
Llncoln, NE 
I started at the parts counter selling parts and quickly moved to helping build the Quality control 
department. I also aid customer service in resolving customer parts issues, and write instruction 
sheets. 

Education 
Southeast Community College 
Associate of Applied Science: Automotive Technology 
Milford, NE, United States of America 

Southeast Community College 
Associate of Applied Science: Automotive Collision Repair 
Milford, NE, United States of America 

Work References 

Scudder Law 
HEATHER SCHROER 
402-435-3223 

Office Manager 

2006 

2004 

Manzitto Real Estate 
Sarah Lavy 
402-483-2302 

Administrative Assistant 

National Conference for Weights and Measures 
Elisa Stritt 
402-434-4872 

Office Manager 



Matthew Greenwood 
1714 S Cotner Blvd, Lincoln, NE 68506 

(402) 499-5376 I Greenwood.sycksun@gmail.com 

Career Objective 
I enjoy working with technology and talking with people. An ideal job for me will include a mix of these 

characteristics. 

Skillset 
Strong Communication skills, technological background, fast learner, problem solver, adaptable, initiator 

EMPLOYMENT 

Allo Communications (Feb 2017 - Present) 
ALLO Hosted PBX Support Specialist II. Responsible for supporting the Hosted PBX team and ensuring 
ALLO delivers the highest level of customer service possible. Provides troubleshooting within a VoIP 
environment, hosted PBX feature configuration, addition of services within the hosted environment 
upon customer request, documentation of configuration or design elements, and completion of 
diagnostics and testing as required. Maintains customer satisfaction by providing problem-solving 

resources. 

Hy Electric (Oct 2015- Feb 2017) 
Bookkeeper and IT Liaison. Responsibilities include paying bills, calculating and releasing payroll, 
communicating with customers and vendors, invoice recovery, and preparing cash-flow and income 
reports for ownership. Rollout of communication devices for field staff to facilitate productivity tools 
(tablets, phones, calendars, schedules, and job specific details}. 

Hy Electric (March 2014 - Oct 2015) 
Apprentice Electrician through IBEW, responsibilities include pulling wire through conduit, bending 
conduit, running conduit, testing, and connecting electrical circuits. 

Petsmart (May 12 - March 2014) 
Pet care Associate: Responsible for the Register, Customer service, running the forklift and taking care of 

all the live pets in the store. 

Commonwealth Electric (July 22 -Aug 15) 
Apprenticing for Journeyman Electrician through IBEW. responsible for building pedestals, running wire 
underground, and terminating connections at the customer's house. 

Cleary Building Co. (May 11- Aug 11} 
Pole Barn Construction: Crewman, building and installing new Pole Barns. 

Riley's Construction (May 10 - Aug 10) 
Pole Barn Construction: Crewman, repairing existing barns, constructing new barns, and using heavy 

equipment. 



EDUCATION 

Polycom Certifications: 
Voice Endpoint Technical Certification VS0T200 
Voice Endpoint Technical Certification RPEOT200 

Grace University, Omaha Nebraska 
Graduated: Fall, 2014 
Attained: Bachelor of Science, Psychology 

CGPA: 2.86 

Lincoln Christian, Lincoln Nebraska 
Graduated: May 15th, 2008 

CGPA: 3.25 

VOLUNTEER EXPERIENCE 

Church Sound 
Organized, set up, and run sound systems for church and other church related events. 

AWANA [Approved Workmen Are Not Ashamed] 
AWANA Leader: Assist Children in learning biblical verses and values as well as the oversight and 

organization of game time and the occasional teaching lesson. 

Foodnet 
Foodnet is an organization that seeks to serve the city of Lincoln by providing food and other necessities 
to the community through the generosity of the local businesses and the dedication of volunteers. 

Grace University Soccer Squad 
Prior member of Grace's soccer squad 

Grace University Chambers Choir 
Prior member of Grace's Elite Choir 

Conte Cum 

ACTIVITIES 

Prior member of one of Omaha's elite choirs, Conte Cum 



REFERENCES 

Urgent Care Clinic 
Dr. Don Rice 

Owner 
402-488-4321 

Leach Camper Sales 

Lisa Miller 
Office Manager 
402-466-8581 

Jenda Family Services 
Jeff Schmidt 
President 
402-474-0011 

Matthew Greenwood 
1714 S Cotner Blvd, Lincoln, NE 68506 

(402) 499-5376 I Greenwood.sycksun@gmail.com 



Kyle Nichols 
60398 CR 12 Mitchell NE 69357 308-631-6188 

Education 
• Scottsbluff High School 

• High school diploma May 1986 

Experience 

May 1986 to October 2005 

Telephone System Technician 

Install and maintain business Telephone Systems 

Wire networks 

Install Voicemail systems 

Install Paging system 

October 2005 to present 

Allo Communications 

Business Install Technician 

Install voice services for business 

Install develop and support IP phone solutions 

Trouble shooting on voice services on all types of platforms 

Support troubleshooting with CSR 



Jay W. Gregg 
1223 S Marshall Ct. 

Lakewood, CO 80232 
(573) 647-1479 

Jay.w.gregg@gmail.com 

Technical Skills 
Networking: Troubleshooting, Training, Wireshark, SIP, VoIP, FTTII, Routing, Switching, TCP/IP, QOS, UDP, 
RTP, SDP, MPLS, BGP, VLAN, LAG, NAT, DSL, Tl, TDM, SS7, Firewall, OSI Model 
Hardware: Cisco, Juniper, Calix, Adtran, Alcatel-Lucent, J)MS, 5ESS, DCO, EWSD, GTDS, ADIT, Vipreon, 
Plantronics/Polycom 
Operating Systems and Data Bases: Metaswitch, Broadsoft, Linux, Remedy, Ensemble, NJSC, SQL, Apache, 
Software: Cisco OS, Cisco ASDM, Cisco FMC, Adtran, Metaswitch Explorer, Metaview Web, CALJX CMS, BJG
JP, Sonus, Sylantro, Broadsofi, IRIS, Visio, Excel, Power Point, Microsoft Word 

Professional Experience 
Network Engineer Feb 2018 - Present 
Allo Communications Highlands Ranch, Colorado 

•Design, testing, and deployment of VoIP infrastructure. 
• Final escalation point for large network outages related to voice. 
• Project Management. 
• Metaswitch cluster implementation - trunking. 
• Remote and physical maintenance of VoIP core network equipment during and after hours. 
• Design and implementation ofMOPs for engineering and network operations. 
• Design and implementation of training/troubleshooting guides for VoIP access and core equipment. 
• Management of Cisco ASA Firewall and ACLs through ASDM. 

NTAC Engineer II July 2017-.Jan 2018 
Allo Communications Highlands Ranch, Colorado 

• Top escalation point for Network Technical Assislance Center (Network Operations.) 
• Remote and physical maintenance of core and access network equipment during and after hours. 
• Design and implementation or Method of Procedures. 
• Design and implementation of training/troubleshooting guides for VoIP, FTTH, and associated access 
equipment. 
• Provision, design, and troubleshoot subscribers for Video, Voice and Data on CALIX, Adtran, Metaswitch, 
Juniper and CISCO. 

Operations Technician// Jan 2015 -Jum: 2017 
CenturyLink Corporation Littleton, Colorado 

• Provide Tier H troubleshooting and support for Consumer and Business VoIP customers. 
• Address local, long distance, and international VoIP call routing issues over Centurylink VoIP, local and 
Jong distance switches. 
• SME and use of ticketing system REMEDY. 
• Configure and troubleshoot BROADSOFT and SYLANTRO Hosted VoIP platforms. 
• Perfo1ming call traces and packet capturing in programs WlRESHARK and IRIS. Interpreting and 
analyzing call traces to provide repair recommendations. 
• Pulling call detail records, analyzing SS7 and providing repair recommendations from analysis. 
• Core router troubleshooting on OS I, DS3, Serial or Ethernet interfaces including MPLS, BOP, VRF 
forwarding and QOS configuration. Core router knowledge includes ALCA'fEL, JUNIPER and CISCO OS. 
• VoIP CPE router configuration and troubleshooting for digital and analog. Router types include CISCO 
2800, ADTRAN 9xx, NETV ANTA, ADIT, and JUNIPER SRX. 
• Knowledge and use ofSONUS switch platform. This is includes DN builds, ROUTING and SESSION 
POOLING. Knowledge with PSX ,md GSX. 



Programmer Tl/Lead April 2011 - .Ian 2015 
CcnturyLink Corporation Columbia, Missouri 

• Provide remote support and assistance for technicians in regards to installs, trouble tickets, testing, 
adjusting, and maintaining complex networks. 
• Served as Lead and escalation point for department. 
• Activation and repair for ETHERNET or ATM subscribers on FIBER and Copper. 
• Provision and troubleshooting in CAI JX CMS (E3, E5, E7, C7.) This includes provisioning of cross 
connects, port activation, VLAN builds, as well as ONT activation and provisioning (7XX ONTs.) Video aud 
voice provisioning for Century link PRISM TV. 
• Provisioning and troubleshooting on ALU AMS(7330), Alcatel-Lucent 5620 NM, Ad-Tran 
(TA5000, 1148,1248), Tellabs (UMC 1000), Rcdback Networks and FlTL Marconi, 
• Provision and troubleshoot subscriber Jines on OMS l 00, DMS I 0, SESS, DCO, EWSD and GTD5 
switches. 
• Provision and troubleshoot subscribers on intercept and voicemail servers ETC, NextGEN, SS8, OCTEL, 
APAC, APMAX, and Omincron. 
• Review and interpret service orders and trouble tickets using REMEDY, MEAT, MARTENS, 
ENSEMBLE, and TRACS systems. 

Tier I Busittess Center Analyt.t September 2009- April 2011 
Socket Telecom LLC Columbia, Missouri 

• Provided remote, technical support to clientele in order to diagnose, troubleshoot and resolve computer 
hardware and soft issues affecting business operations. Technical aptitude and work tasks include network 
connectivity, email and web hosting services, Windows and Mac OS, telephony services and other relevant 
IT business needs. 
• Familiarity troubleshooting and resolving issues on Cisco routers and switches, DSL interfaces, Tl's, DS I, 
MPLS Networks, Point to Point, ISDN. 
• Responsible for overseeing the completion of escalated issues; working with Field Technicians, ILECs and 
dispatchers in order to resolve all customer data and voice issues as well as restore and repair circuits for 
POTs, ADSL, HDSL, Tl and resold services. 
• Other duties and tasks require broad skills surrounding the general knowledge base on computer hardware, 
software, system recovery, installation and deployment, router configuration, operating systems, Microsoft 
Office. 

Tier Ill Teclmician!Lead .January 2009 - September 2009 
Socket Telecom LLC Columbia, Missouri 

• Served as Technical Supervisor for the Support department during business hours during evenings and 
weekends. 
• Ensured all escalated calls were promptly resolved and followed up daily to ensure department productivity 
met the efficiency of company standards. 
• Partnered with other leads to ensure staffing and scheduling requirements were met. 
• Participated in the hiring and the performance evaluation of employees in order to maintain a healthy, 
positive work culture applicable to company standards. 
• Score card analysis. 

Education 
University of Missouri-Columbia 
13.S., 1 lotel and Restaurant Management (2007) 

Volunteer Experience 
Show-Me State Games (2012-2014) 
Computer Lab Moderator & Teacher, Rolla Apartments (Spring 2002) 
Volunteer, Push America, Rolla, Missouri (Fall 2002) 
Nurse Helper, VA Outpatient Clinic, Columbus, Ohio (Summer 1999) 
Boy Scouts of America, various work projects 



Certifications, Memberships, Awards 
National Eagle Scout Association 
Kappa Kappa Psi National I lonorary Band Fraternity 
ACE You Rock Award (Allo Employee of the Month) (February 2018) 



ROBERT DEW 
954-552-0859 I rddew@hotmail.com 

Lauderdale-by-the-Sea, FL 

TECHNICAL SUPPORT [ QUALITY ASSURANCE I PROJECT :tvlANAGEMENT 

A versatile, self-directed Software Engineer witb a proven record of providing line management, project 
management, systems engineering, soft\vare development, software quality assurance, technical support 
and sales support expertise. Highly innovative and effective resolving technical anJ non-technical issues. 

Experienced with many telecommunications and internet standards and protocols. Skilled communicator 

an<l team leader. 
Core Skills 

• Software Development • Network Management 

• Test Plan Development and Execution • Technical Writing 

• Technical Problem Solving • Customer Presentation and Training 

PROFESSIONAL EXPERIENCE 

ME1'ASWJTCH NETWORKS I ENFIELD> ENGLAND 2010 - 2018 
Techniml Cl(.rtomer S upporl Engineer 
Served as Customer Support Engineer for North America Strategic Accounts. Provided technical 

support of MVS, CrS, UMG, EAS, and Pcrimeta SBC consumer/business VoIP telecommunications 
systems as remote worker hased from home. Primary office located in Lauderdale-by-the-Sea, fl .. 

);> Provided technical support for over 10 strategic customers including USA customers 
Centurylink, Charter, I ,eve! 3, and Earthlink and Canadian customers Primus and Cogeco. 

~ Commissioned new VoIP network deployments on schedule from power up to customer. 

turnover. Configured all database/ translations, performed SIP /TD.M trunk turn-ups, and 

oversaw VoIP /TDM subscriber acceptance testing. 
);.> Authored technical specifications and MOPS detailing customer specific projects. Developed 

and presented onsite training courses to customers based on the technical specifications. 
)-" Led Centurylink EAS MC consolidation project, including migration of 2M subscribers from 

IBM HS20 Blade Server Chassis systems to new lBM X240 Flex system chassis systems; each 

Flex system chassis consisted of 80 virtual servers built on Linux using KVM hypervisor. 
Project included hardware upgrades of Osco Loadbalancer and EMC NAS Filer 

);;,- IMS/VoL TE support for Metaswitch cloud-native product set including Pcrimcta P-CSCf and 

IBCF, Clearwater S-CSCF, I-CSCF, and BGCfo SBC, and Rhino T AS on A WS cloud based 

servers built with VMWare virtualization. 

NOKIA Sn:MRNS NETWORKS I BOCA RATON, FL 2006 - 2010 
S.,ystlim.r Vcrijicotio11 Engineer 
Served as Senior Software Quality .Assurance Engineer, performing systems verification of the 
hiQ4200/hiQ8000 consumer/business VoIP Softswitch and iSuite network and subscriber management 

systems. 
);.> Presented hiQ8000 feature overview to US Army Product Manager Defense Communications 

Systems Europe and other executives tu secure US Army JITC lab trial for hiQ8000 project. 

);;-- Supported French Telecom J ,ab trial of hiQ4200 VAS lMS network solution. 
);.> Managed Systems Verification Lab Network including hiQ8000, Cisco CMTS, Siemens 

PC:$5000, Nominum Navitas Enum Server, MGTS SS7 PASM, and Cisco Catalyst 4500. 
);.> Developed and successfully executed test plans using Agile processes for software features 

including :tv1LPP and Security (Military project), TLS SOAP /Xlv1L Security, ENUM ,1uery 
routing, PCMM QoS Bandwidth Management, and CALRA Electronic Surveillance. 
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CoPPERCOM, INc. BocA RAToN, FL 2000-2006 

Prod1,ct A .rw,rance 
Manager of Product Assurance, overseeing software systems verification and quality assurance of 
CSX2100 Class 4/5 digital telephone switching system, CopperCommander NMS (CCMS), and Line 
Gateway Media Access Gateway using Agile software development. Promotion to manager in 2003. 

>'-'" Successfully managed team of 10 systems test engineers. Handled staffing, performance 
reviews, resource allocation, effort estimates, and systems test lab resource management. 

}.-- Developed and presented systems test strategies to executive and project management for four 
major releases of software: Strategics included feature testing, protocol testing, automated 
regression testing, capacity/ stress testing, and stability testing. 

~ Championed Quality Action Teams to improve quality of product and company processes. 
Teams included CPML Enhancement Team, SS7 Enhancement team, and Autornation Team. 

>'-'" Interfaced with Sales anJ Marketing to provide product demonstrations for existing and 
prospective customers. 

>"" Reviewed all technical documentation for customer delivery. 
Staff Engineer, managing systems verification of CSX2100 digital telephone switching system, 
CopperCommander Network Management System, and I .ine Gateway Class 5 Media Access Gateway. 

>"" Automated and documented call feature regression tests for Stress/Stability Lah using Empirix 
Hammer, Ameritec Crescendo, Fortissimo, and Abacus bulk call simulators. 

>-" Executed NANP Dialing Plan that included lntralata, lnterlaca, International, Opcrat:or, Nl 1, 
E911, TCAP 800, TCAP LNP, TCAP ATN, and BBC Centrex call scenarios and call feature 
interactions. Trunking interfaces included SS7, SlP, PHl, CAS DTMF, CAS Mf, CAS OSDA, 
and CAS E911; line side interfaces included SIP, GR303, an<l PXO channel bank. 

EARLIER EXPERIENCE 
SIEMENS CARRIER NETWORKS 
S e11ior Member Technic1d Staff 
Senior technical support engineer/ software development engineer for 36190 Xpressnode Voice over 
ATM (VoATM) switch and EWSD class 4/5 telephone switching system. 

}.;-- Worked with Sales, Marketing and Systems f,,ngincering to provide VoATM product 
demonstrations to potential customers. 

~ Performed advanced troubleshooting techniques in-house and on-site to debug and resolve 
customer·rclatcd problems related to call processing of voice and data communications. 

~ Served as lead software developer for EWSD AMA hilling real-time en:ibeddcd software. 

NEC AMERICA 
Me111ber Tcdmicd! Steff 

~ Debugged customer related software problems and generated software corrections. 
> Supported first Office Application and turnover activities at customer premises. 
> Designed, developed, and tested fast-features for available software rekase in field. 

LANGUAGES/PROTOCOLS/TELECOM 
Assembly, C, C++, CHL, Java, Pascal, Perl, PLC, Python, VoIP, Vol.TE, IMS, SIP, SDP, MGCP, 
H.248, SOAP/XMJ., WS, SNMP, SQL, LDAP, SSL, Diameter, DNS, ENUM, Sigtran, SS7, ISDN, PRl, 
CAS, MF, DTMP, GR303, ATM, DSL, ISUP, TCAP, AIN, LNP, IVR, CALEA, IMS, SBC, AMA, 

MGTS, CMTS, UNIX, LINUX 

EDUCATION 
Bachelor of Science (Computer Science) I University of Oklahoma, Norman, Oklahoma 
Bachelor of Science (Chemical Engineering) I University of Oklahoma, Norman, Oklahoma 



Education: 

Experience: 

References: 

Bradley A. Moline 
bmoline@allophone.net 

(308) 633-7802 

University of Nebraska-Lincoln, Lincoln, Nebraska 
Bachelor of Science in Business Administration - Emphasis in Accounting 
With Distinction 

President and Founder 
ALLO Communications LLC, Lincoln, Nebraska 
October 2002 - Present 

• Oversees day-to-day company activities 
• Works with key accounts to ensure service expectations arc met 
• Evaluates customer fit of new technologies 

Director 
Covenant Transport, Inc., Chattanooga, Tennessee 
May 2003 - Present 

• Member of audit committee 
• Member of compensation committee 
• Former Chief Financial Officer (1994 to 1997) 
• Oversaw initial public offering and revenue growth from $80 million to $300 million 

President 
Imperial Super Foods, Inc., Imperial, Nebraska 
Fcbrual'y 2002 - Present 

• Reviews results and returns 
• Meets with Vice President to discuss day-to-day operations 

Chief Financial Officer 
Birch Telecom, Inc., Kansas City, Missouri 
1997 - 2001 

• Built business plan that resulted in $300 million of annual revenues 
• Raised over $700 million in financing 
• Evaluated financial viability of a variety of technologies for the competitive carrier 

Rawnda Pierce 
Twin Cities D~velopment 
Scottsbluff, Nebraska 
(308) 632-2833 

Nicholas Celentano 
Aurora Loan Services 
10350 Park Meadows Drive 
Littleton, CO 80124 
720-945-5855 Office 
720-480-2458 Cell 
nee lentano@alservi ces. com 

Rick Tuggle 
Senior Vice President 
First State Bank 
Scottsbluff, Nebraska 
(308) 632-4158 



Education: 

Experience: 

References: 

Jeff Kuenne 
jkucnne@allophone.net 

(308) 633-7822 

Kansas University, Lawrence, Kansas 
Bachelor of Science in Electrical Engineering 

Vice President 
ALLO Communications LLC, Lincoln, Nebraska 
January 2005 - Present 

• Oversees day-to-day network activities 
• Responsible for network design 
• Evaluates new technologies 
• Supervises network construction and surveillance 
• Designs customer solutions 

Chief Technologist 
Birch Telecom, Inc., Kansas City, Missouri 

• Formulated overall technology strategy 
• Validated technology concepts 
• Directed technology lab investigating next-generation switching and access strategies 

Senior Engineer 
Sprint PCS, Kansas City, Missouri 

• Tested new technologies from Lucent and Nortel 

Engineer 
Sprint, Kansas City, Missouri 

• Member of International Network Design and Engineering group 

David Scott 
P1·esident 
Iron Horse Technologies 
Kansas City, Missouri 
(816) 786-0818 

Greg Lawhon 
President 
Birch Telecom 
Kansas City, Missouri 
(816) 786-3225 

John Radford 
Valley Bank & Trust 
Scottsbluff, Nebraska 
(308) 436-2300 



Education: 

Experience: 

References: 

Allison O'Neil 
aon.eil@allophonc.net 

(308) 633-7805 

University of Nebraska.Lincoln, Lincoln, Nebraska 
Bachelor of Business Administration 
Major: Finance Minor: Mathematics 

Vice President, Finance and Customer Operations 
ALLO Communications LLC, Lincoln, Nebraska 
October 2004 - Present 

• Manages provisioning team 
• Analyzes monthly billing and submits billing disputes 
• Updates billing system on a weekly basis 
• Supervises accounting entries and accounts payable 
• Monitors company bank accounts and reconciles monthly statement., 
• Calculates and remits all taxes and surcharges 
• Maintains company tariff 
• Submits required FCC forms to the Universal Service Administrative Company for 

fund Administration, l ligh Cost, Low Cost and School and Libraries Support 
• Maintains communication with Nebraska Public Service Commission including: 

o Submission of monthly line count information and all required regulatory forms 
o Point of contact for employee group health insurance and commercial insurance 
o Established employee retirement plan 

Financial Ana1yst 
Gilmore & Bell, P.C., Kansas City, Missouri 
December 2002 - October 2004 

• Completed detailed financial analysis for arbitrage rebate calculations 
• Verified 8038 numbers for bond issues including Bond Yield, TIC and Weighted 

A vcrage Maturity 
• Prepared amortization schedules for lease and bond closings 
• Analyzed arbitrage rebate regulations to assure accuracy of calculations 

Fund Accountant 
State Street, Kansas City, Missouri 
August 2001 - December 2002 

• Responsible for daily accounting of mutual bond funds 
• Reconciled and reported foreign and domestic cash balances daily 
• Calculated, analyz~d and reported Net Asset Value on a daily basis 
• Prepared monthly financial reconciliation reports 
• Trained new group members 

Angela Bryan 
Associate Director of Financing Programs 
Massachusetts Health and Educational Facilities Authority 
99 Summer Street 
Suite 1000 
Boston, MA 02110 
(617) 737-8377 



Marc McCarty 
Executive Director and Vice President 
Gilmore & Bell, P.C. 
2405 Grand. Boulevard 
Suite 1100 
Kansas City, MO 64108 
(816) 221-1000 

Brian Hill 
Account Manager 
State Street 
801 Pennsylvania 
Kansas City, MO 64105 
(816) 871-9090 



Edu.cation: 

Military: 

Experience: 

Don Schoening 
dschocning@allophone.net 

(402) 419-4918 

University of Nebraska-Lincoln, Lincoln, Nebraska 
Bachelor of Science in Business Administration 

Nebraska Air National Guard 
Honorable Discharge 
Egress Mechanic/Staff Sergeant 

Regional Director of Field Operations 
ALLO Communications LLC, Lincoln, Nebraska 
2017 - Present 

• Provides operational and strategic direction for installation field technicians 
• Responsible for the plarutlng and development of regional and ALLO goals 
• Oversight of company safety program incJuding OSHA compliance 

Senior Manager of Field Operations - Lincoln 
ALLO Communications LLC, Lincoln, Nebraska 
2016 - 2017 

• Primary contributor to the design of internal processes to optimize field operations 
• Monitored field technicians for compliance and productivity attainment 
• Supervised and directed four managers with overall team leadership of 100+ field 

personnel 

Operations Manager 
Windstream, Lincoln, Nebraska 
2000-2016 

• Responsible for the day-to-day operations management of Lincoln area 
• Participated in annual budget planning and preparation 
• Provided customer compliant management, including fo1low-up and resolution 
• Provided team management, including daily coaching for compliance and 

performance appraisals 
• Directed Nebraska Safety Team 

Account Executive 
Windstream, Lincoln, Nebraska 
1999 - 2000 

• Conducted daily calls to prospective and current customers 
• Provided lead follow-up for proposal opportunities 
• Performed customer network audits and offered price competitive solutions 
• Cultivated and developed customer relations via face-to-face meetings 

Telecommunication Customer Service Analyst 
Nebraska Public Power District, Lincoln, Nebraska 
1998 -1999 

• Analyzed network clements to insure activity and validate cost 
• Coordinated internal telecommunication request to facilitate business needs 
• Ordered network elements from local and national network providers 



Education: 

Industry 
Certifications: 

Experience: 

Clint Schleicher 
cschleicher@aJlophone.net 

(308) 225-3494 

ITT Technical Institute, Thornton, Colorado 
Associates of Applied Science in Jnformation Technology /Computer Networking Systems 

Comptia /\+, Comptia N+, Comptia Security+, Microsoft MCSA, 
Microsoft MCSA - Security, MCITP- Systems Adminish·ator 
MCITP - Enterprise Administrator 

Director of Video Operations/ Senior Systems Administrator 
ALLO Communications LLC, Scottsbluff, Nebraska 
March, 2010 - Present 

• Installs, operates, an maintains ALLO's IPTV platform (TV service), comprised of over 
100 Microsoft servers, 30 satellite receivers, and multiple carrier grade switches 

• Supervises and maintains the main server room/headend 
• Performs day-to-day operations of servers, thin client<;, desktops, laptops, printers, 

etc. 

Director of Information Technology 
Gering Public Schools, Gering, Nebraska 
May, 2004 - March, 2010 

• Maintained and supported a windows-based computer and WAN network system 
with over 10 servers and more than 800 computers 

• Actively involved in planning and directing the district's future technology needs and 
growth 

Desktop Support Technician/Server Technician 
Intuit, Omaha, Nebraska 
April, 2004 - June, 2003 

• Provided PC troubleshooting and support, server maintenance, security and patch 
management, system upgrades, desktop standard image creation and restoration, 
network configuration, and day-to-day technical support 



Education: 

Experience: 

Nick Colton 
ncolton@allophonc.net 

(308) 882-7814 

Westwood College of Technology, Denver, Colorado 
Bachelor of Science in Computer Networking Management 

Westwood College of Technology, Denver, Colorado 
Associates Degree in Computer Network Engineering 

Director of Technical Support 
ALLO Communications LLC, Lincoln, Nebraska 
August 2003 - Present 

• Oversees all network-related issues and day-to-day operations 
• Facilitates in growing network and interope1·ating with other providers and clients 
• Oversees ISP servers, email servers, DNS servers, TFTP and DHCP servers in Twin 

Cities market 
• Manages web servers, email server/,, DNS servers, TfTP and DHCP servers in Twin 

Cities market 
• Stays current on virus/worm activity and attempts to block from company network 
• Manages DS-3 and DS-1 circuits to ensure maximum uptime in Twin Cities market 
• Manages all network routers, switches, and end user equipment in Twin Cities market 
• Designs and implements complex LANs and W ANs 
• Manages the network support team 
• Manages enterprise trouble ticket process and ensures customer tickets are being 

resolved and closed in a timely manner 
• Oversees all IP space in the Twin Cities market 
• Tests new equipment before integrating into network to ensure proper voice quality 
• Oversees network security 
• Creates, tests, and implements ACLs on all equipment on company network 
• Oversees network management consulting at Chase County Schools and Chase 

County Hospital and assists network support team with customer needs 

Technical Operations Coordinator 
EchoStar Communications, Denver, Colorado 
February 2001 - August 2003 

• Monitored enterprise-wide technical call queues and investigated issues that may be 
driving call queue 

• Escalated technical issues to the co.-rect parties for resolution and coordinated 
communications to notify customers and customer service representatives 

• Tracked software, video/ audio quality and hardware trends while reporting issues to 
engineering 

• Monitored Electronic Program Guide table spooling, software spooling, signal 
downlinks, and authorizations and reported issues 

• Acted as liaison between the customer service centers and uplink/ engineering groups 

IT Director 
Imperial Public Library, Imperial, NE 
August 1996 -August 2003 

• Maintained server, verified backups, and upgraded software 
• Maintained, repaired, and upgraded patron computers 
• Implemented and maintained a 10-node network 
• Maintained web server and ensured web software and book tracking software 

accessibility for online book searches 



Education: 

Industry 
Certifications: 

Experience: 

Jill McDaniel 
jmcdanicl@aHophone.net 

{308) 633-7939 

Arkansas School of Private Investigations, Little Rock, Arkansas 

CCNA, MPLS, L1'E, EXPO, GSM, Project Management 

Manager, Enterprise Engineering and Operations 
ALLO Communications LLC, Highlands Ranch, Colorado 
August, 2016 - Present 

• Manages a team of Pmject Managers, Change Managers, and Voice Network 
Engineers 

• Defines and maintains Change Management/Network Operations policies and 
procedures 

• Manages a high profile team responsible for the voice network from design to 
implementation to 24/7 Tier IV support 

• Manages network critical infrastructure capacity and budget 
• Provides network planning for new markets 
• Provides contract and carrier/service provider management 
• Manages voice engineering projects related to voice network enhancements 

Lab Engineer - IP Architecture 
Windstream Communications, Little Rock, Arkansas 
June, 2015 - August, 2016 

• Implemented Lab as a Service for Windstream architects, engineers, and technicians 
• Managed lab infrastructure and supported ongoing maintenance, access, and growth 
• Created and executed test plans for various protocols and platforms requested to be 

certified by vaa·ious teams 
• Managed lab inventory (physical/virtual) 

Network Switch Engineer - Network Operations 
U.S. Cellular, Morgantown, West Virginia 
June, 2013 - June, 2015 

• Maintained MSC equipment to ensure proper operation and compliance with 
company standards 

• Performed troubleshooting and repaired system outages in a timely manner and 
reported root cause 

• Oversaw installation and integration process for the entire MSC 
• Supported various teams in evaluating data network performance and growth 

Cellular Technician - Network Operations 
U.S. Cellular, Augusta, Maine 
July, 2011 - June, 2013 

• Maintained Ericsson wireless base equipment (BTS) for optimum system performance 
• Maintained cell site facility including battery, power, generator, and safety equipment 
• Configured and installed cell site routers for Ethernet backhaul 
• Tested, conducted turn-up, and performed troubleshooting for TI and Ethernet 

backhaul issues 



Data Network Engineer- National Network Operations 
Verizon Wireless, Little Rock, Arkansas 
2009 - 2011 

• Responsible for the MSC network design of various infrastruch.ues 
• Designed and implemented data elements/ systems for regional data networking and 

wireless data infrastructures 
• Participated in the planning, staging, testing, and integration of system hardware and 

software 

Voice/Data Engineer - IT Telecom 
Alltel Communications, Little Rock, Arkansas 
2006- 2009 

• Responsible for the MSC network design of various infrastructures 
• Procured, configured, and coordinated installation of equipment for data and voice 

services in call cente1· and retail store environments 
• Built business cases for locations and in need of VoIP upgrades and 

managed/ executed the upgrade 

Analyst, Transport Engineering 
Alltel Communications, Little Rock, Arkansas 
2003-2006 

• Supported transport engineers in placing ASRs to various Teko' s for cell site backhaul 
• Interacted with various Telco/LECs and IXCs to ensui·e firm install dates 
• Conducted data integrity audits to control cost and maintain wireless circuit inventory 



KATHY J. CARSTENSON 

7610 Jason Drive• Lincoln, Nebraska 68516 • (402) 483-2660 • (402) 430-5269 • kathycarstenson@yahoo.com 

SUMMARY 

A results-driven and forward-thinking business executive with a proven record of accomplishment in operations 
management, vender relationships, negotiations, business analysis, organizational change management, product 
management, technical sales, customer service, territory management, and business prospecting. Utilizes strong 
organizational, presentation and collaboration skills to enable a workforce to achieve industry-leading goals. A top
performing and innovative producer who enables an organization to exceed short- and long-term objectives. 

EXPERIENCE 

ALLO COMMUNICATIONS, LINCOLN, Nebraska 
Business Sales Director 2017 - Current 
Responsible for developing and leading revenue generating programs with partners and strategic customers. Lead a complex 
organization with both long-term revenue growth and tactical revenue retention goals. Manages a team focused on generating new 
activity with strategic clients, driving indirect sales activity by building joint value propositions with strategic partners. Building a 
revenue optimization team that will focus on the renewal and uplift activity of base accounts and acquiring new accounts. 

• Build and lead team focused on acquiring new accounts and growing base account revenue through diligent focus on 
uplift activity. 

• Develop and implement sales strategies and the associated sales cadence required to overachieve net new Monthly 
Recurring Revenue targets. 

• Maintain executive contact with clients, focusing on the establishment and ongoing development of long term 
relationships. 

• Analyze weekly and monthly performance of sales, revenue and other key operating performance indicators. 
Communicate daily with team leaders to identify and implement actions to address production shortfalls. 

• Work closely with the team leads in all aspects of performance management to address skill gaps, resolve weaknesses, 
and manage performance improvement plans. i\ctively participate in the ongoing professional development plans of 
current employees. 

• Ensure effective communications within the sales team, and with all key stakeholders. 

PINPOINT COMMUNICATIONS, Omaha, Nebraska 
EVP of Sales and Operations 2015 - 2017 
Provided vision and management of all sales and operation. Responsible for strategic planning, and deployment of network 
growth and cost reduction. 

• Increased sales by $65K MRR and total contract value $3.5 million. 
• Operational accountability for development and direct management of a $1.5 Million operations budget. 
• Project managed a dark fiber construction project to connect all the Metro Community Colleges in Omaha, Ne. 

PINPOINT COMMUNICATIONS, Omaha, Nebraska 
VP of Network Operations, 2013- 2015 
Responsible for the day-to-day operating activities, expenses, cost and margin control. Led the operation teams to meet company's 
short-term and long-term objectives for the network expansion. Developed budgets to meet strategic business growth objectives. 
Establish the performance goals and allocate resources. 

• Manage the network team, which are responsible for the following 
o Long haul transport between Chicago and Denver. (BTl,Cyan and Cisco network equipment) 
o Long haul transport between Reno and Las Vegas. (ALU, Fortinet) 

• Work and maintain vender relationships for transport, IT and phone. 
o Cogent, Windstream, Level 3, Centurylink, Cyan, BTI, Cisco, Dell, ShoreTel. 

• Attend industry conventions to stay current with latest technology and build relationships leading transport carriers. 

• Manage the IT team. 
• Provide weekly updates to President and Board members. 
• Worked with all teams to implement best practices in all areas. 



PINPOINT COMMUNICATIONS, Omaha, Nebraska 
Director of Sales Engineering 2013- 2013 
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Confer with customers and engineers to assess equipment and data network needs. Prepare and deliver technical presentations 
explaining services to existing and prospective customers. Help customers solve problems with data connectivity. 

• Managed long haul and last mile carriers relationships to provide cost effective transport connectivity for customer. 
o Venders Windstream, Centurylink, Level 3, SDN, Zayo 

• Provide costs to sales team for customer solutions on long haul (WAN) connectivity. 
• Project managed a $4 million dark fiber installation in Omaha Metro and came in on budget. 
• Negotiated and administration of all vendor support and maintenance contracts. 

WINDSTREAM COMMUNICATIONS, Lincoln, Nebraska 
Director of Business Solutions, 2010-2012 

Maximized sales revenue by leading team to acquire new businesses in assigned territory through aggressive prospecting and 
maintenance of existing customer base. Drove and implemented company's strategic plan initiatives regarding vision, mission, short
and long-term goals, and fiscal priorities. Set daily, weekly, and monthly goals and objectives for sales team in market. Managed 
"one-on-ones," reviewed all activity, led daily training and role-playing with teams before each customer meeting. Held responsibility 
for hiring, termination, and disciplinary decisions. 

• Member of 300 Club - Developed my sales team so 80% were members also of the 300 club. 
• Coached directed sales executives, managing delegation and follow-up of assignments and projects. 

• Responsible for appropriate staffing levels. 
• Presented quarterly market reviews with Corporate VPs, Presidents and CFOs. 
• Attended quarterly sales training and product training. 

WINDSTREAM COMMUNICATIONS, Lincoln, Nebraska 
Sales Engineering Manager, 1994-2010 

Developed sales engineers to better articulate solutions to C-level executives, end-users, and information technology professionals. 
Provided customized solutions per customer requirements and identified best solution for budget, setting personal growth plans for 
each employee and meeting weekly to measure accomplishment. Practiced presentations by role-playing with sales team before each 
customer meeting. Held responsibility for keeping sales team educated on current and emerging communication technologies. Led 
weekly "tech time" to provide technical training classes to sales team. Managed engineers, oversaw all functions of team, delegated 
assignments and projects, and followed up on completion of projects. 

• Ensured completion of training, maintained appropriate staffing levels, and made hiring and termination decisions. 
• Developed tracking tool before implementation of Quick Base or Salesforce, allowing teams to track and prioritize workload, 

saving $350,000 in one quarter by prioritizing projects. 
• Developed standardized tool to speed up pricing and save six man-hours on each proposal by allowing salesperson to adjust 

margin, print, and go. 
• Managed the teams that engineered, programmed and installed enterprise telecommunication systems and call management 

servers with skilled base routing. 
• Managed the data network engineers to provide end customer solutions for Internet, MPLS or layer-2 connectivity. 
• Monthly presentation/meeting with regional Director and VP on all upcoming and ongoing projects. 

ADDITIONAL EXPERIENCE 

WINDSTREAM COMMUNICATIONS, Lincoln, Nebraska, Sales Engineer, 1988-1994. Met with customers to analyze and develop 
customized telecom solution to fit needs and budget. Rolled out new products and services. Worked closely with technicians and 
programmers to ensure installation of communications systems met all pre-sales requirements. Led major implementations for 
clients, including Alegent Health, Blue Cross Blue Shield of Nebraska, State of Nebraska, and University of Nebraska. Designed VoIP 
phone systems and put together sales presentations. Bid for jobs and led company to secure over $950,000 in one year on fiber, 
copper, and phone system installations for Blue Cross Blue Shield, University of Nebraska, Central Community College, and Enron. 

• Engineered VoIP telecommunication systems for Call Centers along with screen pops and reader boards. 
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• Designed call scripts for skills based routing on the Symposium Call Center. 
• Worked with the system technicians to make sure the phone systems installed per customer requirements. 
• Held weekly meeting with customers to keep them informed on progress of installation. 
• Held weekly internal meeting with all departments to keep projects on time and on budget. 
• Lead post mortem meeting on large installations so we could identify what we did well and what we needed to correct. 

Meeting included all management levels. 

AUTOMATED SYSTEMS, Lincoln, Nebraska, Manager of Customer Support, 1984-1988. Managed software programmers and trainers, 
Led annual customer meeting and developed customer questionnaires to ensure alignment with customer needs. Oversaw 
performance management function, ensuring completion of training. Tweaked software to fit needs of County Assessor, saving 
$165,000 and maintaining customer satisfaction. Programmer and Analyst, 1983-1984. Served on team in designing, coding, testing, 
and implementing customer information systems for county offices and financial institutions. Oversaw all end-user documentation. 
Customized software after install at customer site to fit customer needs. 

EDUCATION 

OKLAHOMA UNIVERSITY, Norman, Oklahoma 
Computer Science with Electrical Engineering 

PROFESSIONAL DEVELOPMENT 

Miller Heiman Sales Training, 2012 
The 7 Habits of Highly Effective People, 2006 
Nortel Networks Communications Server 4.0 Sales Engineering Workshop, 2004 
Succession 1000 Sales Engineering Road Show, 2003 
VoIP Technologies, 2003 
Symposium Call Center Server Release 3.0 Scripting, 2000 
Symposium Call Center Server Technical Orientation, 1998 
Understanding Networking Fundamentals, 1997 
Customer Controlled Routing Call Scripting, 1996 
Northern Telecom X11 Rel 21 Overview Software, 1995 
Northern Telecom X11 Rel 21 Overview Hardware and Networking, 1995 
Building and Supporting Your Local Area Network, 1995 
LAN Cabling System Course, 1992 
Principles of Digital Technology, 1990 
ABCs of Telephone Training Workshop, 1989 

AFFII.IATION 

Association of Information Technology Professionals, Member 
CREW (Commercial Real Estate Women) 

COMPUTER SKILLS 

Microsoft Office 365 (excel, word, PowerPoint,Notes), Visio, PeopleSoft, Salesforce, QuickBase, CAMs, Data Cannon, C, C+, Basic, 

HTML, WordPress, SharePoint, CRM, Smart Sheets 




