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Portfolio Recovery Associates, Inc.

Proxy Statement
For The Annual Meeting of Shareholders
June 10, 2011
12:00 Noon
Norfolk, Virginia 23502

The Board of Directors (the “Board”) of PortfoliceBovery Associates, Inc. (the “Company”) is saligjtyour proxy to vote at its 2011
Annual Meeting of Shareholders (the “Annual Me€et)nghich is scheduled to begin at 12:00 Noon, Id@ak, on Friday, June 10, 2011, at
the Company’s corporate headquarters in Norfolkgiviia. This Proxy Statement describes the progashich will be on the ballot at the
Annual Meeting, and any adjournments or postponésrteereof, as well as other important informatdsout the Company. The proposals
for which your vote is being solicited are:

1. Election of two Directors to serve three year ter

2. Approval of an amendment of the Company’seAded and Restated Certificate of Incorporationd¢oease the number of
authorized shares of the Comp’s Common Stock

Approval, on a nc-binding advisory basis, of executive compensal
Recommendation, on a r-binding advisory basis, of the frequency of futsihareholder votes on executive compensati

Ratification of the appointment of KPMG LlaB the Company’s Independent Registered Public uxdamy Firm for the year
ending December 31, 2011, &

6. Such other matters as may properly come befordtimeial Meeting or any adjournments ther¢

Included with this Proxy Statement are the Compa2910 Annual Report to Shareholders, which indutie Company’s audited
consolidated financial statements for the fiscalryended December 31, 2010, the Notice of the Cayip2011 Annual Meeting, this Proxy
Statement and your Proxy Card. These materialalbfiest being mailed to shareholders on or abdprtil 27, 2011, and are also available
online at the Company’s website. The informationtamed in these documents is accurate as of ties dpecified therein. Changes or
updates in the data, information or facts containeslich documents may occur after the mailing.date

VOTING AT THE ANNUAL MEETING
Date, Time and Place of the Annual Meeting

The Annual Meeting will begin promptly at 12:00 Nmdocal time, on June 10, 2011 in the Board oEBtiors’ conference room at our
Norfolk headquarters, which is located at the folltg address

Portfolio Recovery Associates, Inc.
Riverside Commerce Center
130 Corporate Boulevard
2 "dFloor
Norfolk, Virginia 23502

Who May Vote

Each holder of shares of the Company’s common sdbitke close of business on April 12, 2011 (thec¢®d Date”) will be entitled to
receive a notice of the Annual Meeting, and torattend vote at the Annual Meeting. Such personsaisidered “holders of record.” As of
the Record Date, 17,099,041 shares of common stioitle Company were outstanding and entitled te wohich were held by 23 holders of
record maintaining shares on behalf of approxinya?dl586 beneficial owners. Entities holding shanedehalf of the owners of the shares,
such as banks, brokerage firms and any other n@siwéo are holders of the Company’s common stodf #ee close of business on the
Record Date are requested to forward these mateoddeneficial owners. The Company will pay thesanable mailing expenses incurred
this purpose. Any shareholder who does not receis@py of the Notice of Annual Meeting or this Br@®tatement, either by mail or on the
Internet, or who wishes to obtain additional copreay obtain these materials by contacting the Gomjs Secretary in advance of the
Annual Meeting, or by emailing info@portfoliorecayecom, by




fax at 757-321-2518, or by telephone at 757-96103Materials will also be available at the Annuadéting. If you received more than one
proxy card, you may hold shares in more than ooewt. To ensure that all of your shares are vgted ,must sign and return each card.
Alternatively, if you vote online via the Interngu will need to vote once for each proxy card yeceive.

Quorum for the Annual Meeting

A majority of holders of the issued and outstandihgres of common stock of the Company entitletbte, who are represented in person or
by proxy, will constitute a quorum. Continental &d ransfer and Trust Company has been appointebdeb€ompany’s Board of Directors
to act as the inspector of election. The inspeat@lection will tabulate the votes cast by proxyroperson at the Annual Meeting, and will
determine whether or not a quorum is present.éretfent that a quorum is not present, the Annuatidg will likely be adjourned or
postponed in order to solicit additional proxies.

Votes Required to Elect Directors and Adopt Propoda

Proposal 1.To be elected as a Director, a nominee must re¢hévaffirmative vote of a plurality of the votesst. Under the plurality voting
standard, the nominees receiving the most “forésatill be elected. In an uncontested election,ramyinee for Director who receives a
greater number of “withheld” votes than “for” votissrequired to tender his or her resignation forsideration by the Nominating and
Corporate Governance Committee of the Board ofdbams. A broker norvote occurs when a broker or other nominee doesaeive voting
instructions from the beneficial owner and doeshate the discretion to direct the voting of tharsls. Broker non-votes with respect to the
election of one or more Directors will not be cathiis a vote cast; therefore, if your shares ddeilstreet name it is critical that you cast
your vote or provide specific instructions to yduoker if you want your vote to count. Your brokeél not be allowed to vote you
uninstructed shares on the election of directora discretionary basis.

Proposal 2.The Company is presenting a proposal to amend ¢imep@ny’s Amended and Restated Certificate of Inm@iion (the
“Certificate of Incorporation”) in order to increathe authorized shares of Common Stock. The appodthe proposed amendment to the
Certificate of Incorporation requires the affirmvativote of a majority of the shares of common stmaistanding and entitled to vote.

Proposal 3.The Company is presenting a proposal which givasettolders the opportunity to endorse or not erdibrs compensation paid
to its Named Executive Officers as described ia Brioxy Statement, by voting for or against a “SayPay” resolution. The affirmative vote
of a majority of the votes cast by holders of thares of Common Stock present in person or by pabx@meeting at which a quorum is
present is required (on a non-binding advisoryd)dsi endorse the compensation of the CommaNgmed Executive Officers. While the v
on the resolution is advisory in nature and theeefuill not bind the Company to take any particudation, the Board of Directors of the
Company intends to carefully consider the sharadroldte resulting from the proposal in making fetdecisions regarding executive
compensation.

Proposal 4.The Company is seeking the input of its sharehslderthe frequency with which it will hold a nomting advisory vote on the
compensation of its Named Executive Officers. Itingpoon this Proposal, shareholders may indicaté fireference as to whether the
advisory vote on the compensation of the Compangsed executive officers should occur (a) onceyetleee years, (b) once every two
years or (c) once every year. The option that weseihe highest number of votes cast by sharetwoldidirbe the frequency that is conside

to have been approved by shareholders. Althoughethdts of this vote may impact how frequently @@mpany holds an advisory vote on
executive compensation, this vote is not bindinghenCompany. The Board of Directors may decidey afonsidering the results of this vote
that it is in the best interests of the Companiiareholders to hold the advisory vote on executorapensation on a different schedule than
the option approved by the Company’s shareholders.




Proposal 5.Ratification of the appointment of KPMG LLP as thempany’s independent registered public accourfiingfor the year
ending December 31, 2011 requires the affirmatite wf a majority of the votes cast. A proxy cardrked as abstaining with respect to this
proposal will not be counted as a vote cast aratethre, will have no effect on the vote.

Other Matters. Any other matters and other business as may psopenhe before the Annual Meeting will require tligraative vote of a
majority of the votes cast, except as may otherbwésesquired by statute.

Shares represented by proxy will be voted as dickah the proxy form and, if no direction is giveyil] be voted as follows:
1. FOR all the persons nominated by the Board fortiele@s Directors
2. FOR the approval of an amendment to the Com’s Certificate of Incorporatiot
3. FOR the approval of the compensation of the Com’s Named Executive Officer
4. FOR an annual frequency for the shareho’ advisory vote on executive compensati
5

FOR the ratification of the appointment &#MG LLP as the Company’s independent registeredigpabcounting firm for the
year ending December 31, 2011; ¢

o

In the best judgment of the persons namékeiproxies, with respect to any other mattersniey properly come before the
meeting.

Preliminary voting results will be announced at ¢baclusion of the Annual Meeting, and final votirgults will be published in a Form 8-K
which will be filed within four days after the AnauMeeting.

How to Vote

As a holder of common stock of the Company, yourarited to attend the Annual Meeting and vote yshiares in person. You are entitlec
cast one vote per share owned as of the Recordf@agach proposal to be considered at the AnnwedtvMg. You may also vote online or by
mail.

Voting Before the Annual Meeting

Jﬁf Voting By Mail. If you do not expect to attend the Annual Meetimgérson, and choose to vote on the proposalseoagénda

= by mail, simply complete the Proxy Card, sign aatkdt, and return it in the postage-paid envelmpided. If you are a
shareholder whose shares are held in “street néiree”in the name of a broker, bank or other réd¢wlder), you may obtain a
proxy, executed in your favor, from the record leold¥ou may sign the proxy card and return it ® @ompany, or you may
direct the record holder of your shares to voterymwoxy in the manner you specify. Further, if yshares are held in street
name, you must communicate your instructions resmgthe voting of your shares to the record hqlderyour broker will be
prohibited from voting your shares. Voting by maill not affect your right to vote in person if yalecide to attend the Annual
Meeting; however, if you wish to revoke your proygu must first notify the Corporate Secretary ofiyintent to vote in
person, and must actually vote your shares at tiriAl Meeting

-, Voting and Viewing Proxy Materials via the Internet. Under rules approved by the Securities Exchangeriiesion

_!_H (“SEC"), the Company is furnishing proxy materials the Internet in addition to mailing paper cométhe materials to each
shareholder of record. Instructions on how to acegsl review the proxy materials on the Internatlm@found on the proxy
card sent to shareholders of record and on thecdlofi Internet Availability of Proxy Materials (tfBlotice”) sent to
shareholders who hold their shares in “street nafire"in the name of a broker, bank or other rédwilder). The Notice will
also include instructions for shareholders who tibé&dr shares in street name on how to vote oweirtternet. Voting over the
internet will not affect your right to vote in persif you decide to attend the Annual Meeting; heareif you wish to revoke
your proxy, you must first notify the Corporate Bary of your intent to vote in person, and vateryshares at the Annu
Meeting. In addition, shareholders may requestyroaterials in printed form by mail or electronigdby email on an ongoing
basis. This process provides shareholders withetegdlormation in a timely manner, while conservirgjural resources and
lowering the costs of printing and distributing yyanaterials
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Changing or Revoking Your Proxy
You may change or revoke your proxy at any timeteetft is voted at the Annual Meeting by the follogr methods:

» Send a written notice of revocation of your pr@oythat it is received before the taking of theevaitthe Annual Meeting to the
Corporate Secretary at the following address:

Judith Scott
Executive Vice President, General Counsel and &agre
Portfolio Recovery Associates, Inc.
Riverside Commerce Center
120 Corporate Blvd.
Norfolk, VA 23502
jsscott@portfoliorecovery.conffax: 757-321-2518

« Attend the Annual Meeting and vote in person. Yattiendance at the Annual Meeting will not in afitself revoke your proxy. In
order to revoke your proxy, you must also notifg tborporate Secretary of your intent to vote irsper and then vote your shares at the
Annual Meeting. If you require assistance in chaggr revoking your proxy, please contact the Caaf@Secretary at the address above.

Effect of Not Casting Your Vote

If you hold your shares in street name it is caitihat you cast your vote if you want it to countthe past, if you held your shares in street
name and you did not indicate how you wanted ybares voted, your bank or broker was allowed te viobse shares as they felt
appropriate. Brokers have the discretion to voteryhares on routine matters. These include inessiasthe number of authorized common
shares for general corporate purposes and ratificaf the Company’s independent registered pudatimounting firm; however, brokers are
prohibited from casting your uninstructed votesuity election of directors and with respect to thmpensation of the Company’s named
executives. Thus, if you hold your shares in stnreebe and you do not instruct your bank or brokev to vote in the election of directors ¢
executive compensation, no votes will be cast arr pehalf on Proposals 1 and 3. Your bank or brekkrhowever, continue to have
discretion to vote any uninstructed shares on Faig®, 4 and 5.

Voting in Person at the Annual Meeting

If you are planning to attend the Annual Meetamgl wish to vote your shares in person, you wiljlven a ballot for that purpose at
the Annual Meeting. If you require special assistadue to a disability or other reasons, pleaséyrtbe Corporate Secretary at the
address above. Shareholders who do not hold thaies in their own name (referred to in this PrBtgtement as “beneficial
shareholders”) should note that only proxies depdddy shareholders whose names appear on thalsezour Corporation as the
registered holders of shares of common stock caedmgnized and acted upon at the Annual Meetingdr shares are listed in an
account statement provided to you by a broker, thetmost all cases those shares will not be tegd in your name on the
Company’s records. Such shares will more likelydgstered under the name of your broker or antagfethat broker. If you are a
shareholder whose shares are held in street namenyst obtain a proxy from your broker, bankerstiee or nominee, giving you the
right to vote your shares at the Annual Meet

Solicitation of Proxies
All costs in connection with the solicitation oftlenclosed proxy will be borne by the Company, imBirectors, officers, and other
employees, without additional compensation, mag atdicit proxies personally or in writing, by tpleone, e-mail, or otherwise.
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Security Ownership of Certain Beneficial Owners

The following table sets forth the persons or egiknown by the Company to be the beneficial oweémore than five percent (5%) of the
common stock of the Company as of the Record atsed on available information.

Shares Beneficialll Shares Beneficiall

Names and Address of BeneficicOwners Owned @) (#) Owned @ (%)

BlackRock, Inc®)
40 East 52nd Street

New York, NY 1002z 1,468,62. 8.6%

Waddell & Reed Financial, In¢)

6300 Lamar Avenue

Overland Park, KS 662( 1,319,00! 7.7%
The Bank of New York Mellon Corporatic?

One Wall Street, 31st Floor

New York, NY 1028¢ 1,070,591 6.2%

Alydar Partners, LLC
222 Berkeley Street, 17th Floor

Boston, MA 0211¢ 945,78 5.8%

Capital Research Global Investéfs
333 South Hope Street

Los Angeles, CA 9007 940,00( 5.5%

1)

(@)
(3)

(4)

()

(6)

(7)

Beneficial ownership is determined in accoawith the rules of the Securities and Exchang@@ission (“SEC”) and includes
voting and investment power with respect to sh

Ownership percentage is based on 17,099,041 sbicesnmon shares outstanding as of the Record |

Based on information filed in a Schedule 18@ith the SEC on February 8, 2011 in which BlackRdnc. is reported as the beneficial
owner of 1,468,621 shares of the Com|’s common stock with sole power to dispose or tedalithe disposition of 1,468,621 shau

Based on information filed in a Schedule 18@ith the SEC on February 8, 2011 in which Wad&eReed Investment Management
Company is reported as the beneficial owner of 1, B89 shares of the Company’s common stock with goWer to dispose or to direct
the disposition of 1,061,589 shares and Ivy InvesiinManagement Company, a subsidiary of Waddele@drFinancial, Inc., is
reported as the beneficial owner of 257,416 shafrise Company’s common stock with sole power 8pdse or to direct the
disposition of 257,616 share

Based on information filed in a Schedule 38 the SEC on February 4, 2011 in which The Bahklew York Mellon Corporation is
reported as the beneficial owner of 1,070,590 shaf¢he Company’s common stock with sole votingi@owith respect to 1,007,773

shares, sole power to dispose or direct the disppnsif 1,052,062 shares, and shared power to géspodirect the disposition of 6,625
shares

Based on information filed in a Schedule 18@ith the SEC on February 14, 2011 in which JohiMAirphy, an individual, is reported
as the managing member of Alydar Capital, LLC ahgbAr Partners, LLC. Alydar Capital, LLC is repaitas the general partner of
Alydar Fund, L.P., Alydar QP Fund, L.P., AlyshehaH, L.P., and Alysheba QP Fund, L.P. Alydar Pastnel C is reported as the
investment manager of Alydar Fund, L.P., Alydar Rind, L.P., Alydar Fund Limited and Alysheba Furichited. John A. Murphy ar
Alydar Partners, LLC are reported as the benefmiaters of 945,787 shares of the Company’s comrtamk svith shared voting power
with respect 945,787 shares and shared powerposisor direct the disposition of 945,787 sharmgsn A. Murphy disclaims beneficial
ownership of the securities. Alydar Capital, LLGéported as the beneficial owner of 261,617 shafrése Company’s common stock
with shared voting power with respect to 261,61arel and shared power to dispose or direct thesiiggn of 261,617 shares. Alydar
Fund, L.P. is reported as the beneficial owner2%7 shares of the company’s common stock with goting power with respect to
13,257 shares and sole power to dispose or divedisposition of 13,257 shares. Alydar QP FunB, Is reported as the beneficial
owner of 160,709 shares of the Company’s commarksitdth sole voting power with respect to 160,708res and sole power to
dispose or direct the disposition of 160,709 shakgsheba Fund, L.P. is reported as the benefaiater of 3,019 shares of the
Company’s common stock with sole voting power wéhpect to 3,019 shares and sole power to dispatiecot the disposition of
3,019 shares. Alysheba QP Fund, L.P. is reportédealseneficial owner of 84,632 shares of the Comjgacommon stock with sole
voting power with respect to 84,632 shares and poleer to dispose or direct the disposition of 82,6hares. Alydar Fund Limited is
reported as the beneficial owner of 376,821 shafréfisee Company’s common stock with sole voting powith respect to 376,821
shares and sole power to dispose or direct thesitspn of 376,821 shares. Alysheba Fund Limitedeorted as the beneficial owne
307,349 shares of the Company’s common stock with woting power with respect to 307,349 sharessahel power to dispose or
direct the disposition of 307,349 shat

Based on information filed in a Schedule 18@ith the SEC on January 10, 2011 in which Capesearch Global Investors, a
division of Capital Research and Management Comg@mMC), is reported as the beneficial owner of,980 shares of the
Compan’s common stock with sole power to dispose or diteedisposition of 940,000 shar
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Security Ownership of Management and Directors

The following table contains information about gferes of the Company’s common stock beneficiallgex as of the Record Date by the
executives named therein, including the Compang®CChief Financial and Administrative Officer (“OF), each of the Company’s non-
employee Directors, and all Directors and executiffieers as a group. Except as indicated by foetramd subject to community property
laws where applicable, to the knowledge of the Camypthe persons named in the table below havevstileg and investment power with
respect to all shares of common stock shown adfioelly owned by them. In computing the numbersbares beneficially owned by a
person or entity and the percentage ownershipatfiterson or entity, all outstanding stock optiongently exercisable or exercisable within
60 days of the Record Date and all nonvested shasig within 60 days of the Record Date, aramkboutstanding.

Security Ownership of Management and Directors
Amount and Nature of Beneficial Ownership

Shares Vesting

Shares (Options Within 60 Days of Total Shares Percentage o
Shares Ownet Vested Shares Not Veste 4/12/2011 Beneficially Ownec  Shares Ownet
(#) (#) #) #) (#) (%)

Management

Steve Fredrickson, CE 130,83 0 67,33¢ 1,00( 131,83 0.8%
Kevin Stevenson, CF! 87,54t 0 31,90z 1,00 88,54t 0.5%
Craig Grube, EVF 24,34, 0 13,97¢ 1,00(¢ 25,34 0.1%
Neal Stern, EVF 8,80z 0 31,17: 1,00(¢ 9,80z 0.1%
Michael Petit, SVF 19,05¢ 0 34,23 1,00(¢ 9,80z 0.1%
Kent McCammon, SVI 5,907 0 23,46, 0 5,907 0.C%
Judith Scott, EVF 10,37¢ 0 9,53¢ 30C 10,67¢ 0.1%
Non- Employee Directors

*William Brophey 3,28z 0 0 0 3,28z 0.C%
Penelope Kyl¢ 5,00 0 1,60( 1,00(¢ 6,002 0.C%
David Roberts 40,47 0 1,60( 1,00(¢ 41,471 0.2%
Scott Tabakir 5,63 0 2,20( 1,00(¢ 6,63 0.C%
James Vos 6,40(C 0 1,60( 1,00( 7,40(C 0.C%
John Fair 40C 0 2,60( 1,00( 1,40(C 0.C%
John Fullel 40C 0 2,60( 1,00( 1,40 0.C%
All Executives & Directors 352,20¢ 0 223,82¢ 11,30¢( 363,50¢ 2.1%

* Mr. Brophey did not seek -election at the 2010 annual meeting. His servicg Bgector ceased on June 4, 2C
Corporate Governance

The Company’s corporate governance principles hedharters of the committees of its Board of Doec(the “Board”) are posted on the
Investor Relations page of the Company’s websitewvportfoliorecovery.com Please note that the web site does not consstptat of this
Proxy Statement. These materials are also availalgent to any shareholder upon request. The 8oagularly reviews committee charters
and major corporate governance developments andigmitis governance principles, committee chartard key practices as warranted.
Additionally, the Board conducts assessments dfi @ads committees and of itself. This processardes director, committee and Board
effectiveness. At the conclusion of the Board amthmmittee assessments, the Board uses the informattkained to evaluate and refine its
processes and committee charters, as necessary.

Code of Business Conduct and Ethic§.he Company has adopted a Code of Business CoadddEthics which applies to all executive
officers, employees and Directors, including theQCéhd CFO. The Code of Business Conduct and Edltideesses, among other items,
conflicts of interest, confidentiality, fair deadjnprotection and use of corporate assets, congdiaiith laws and the reporting of illegal or
unethical behavior. A copy of the Code of Busin@ssduct and Ethics, and the Compangorporate governance principles, are posteda
Investor Relations page of the Company’s web sitevav.portfoliorecovery.com Please note that the web site does not constitptat of
this Proxy Statement. Shareholders may also obtaopy of the Code
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of Business Conduct and Ethics by sending a wrigguniest to the Corporate Secretary. The Compalhgigtlose all amendments to the
Code of Business Conduct and Ethics, as well amaimyers thereof, on its website to the extent gesible by the rules and regulations of
SEC and the NASDAQ Global Stock Market (“NASDAQThere were no waivers of the Code of Business Etiianted in 2010.

The Company also has established and publishedfalential telephone hot line for the reportingsopected policy violations, fraud,
embezzlement, and other criminal and/or unethictities concerning the Company’s accounting peast, auditing and reporting of
financial results. This number is operational 2dnisa day, seven days a week. Any employee wha kaacern about the Company’s, or of
any Director’s or employee’s ethical conduct, oanf accounting, internal controls or auditing miEtmay anonymously communicate those
concerns directly to the Chairman of the Audit Cattem via the telephone hot line. All such commatimns are confidential, and are
reported to an independently maintained toll-freerge number which is posted in prominent placedl @ompany work sites and also on the
Company’s intranet. All such communications arenmptly reviewed by the Chairman of the Audit Comesgtiand addressed by the
Company’s General Counsel or other corporate ekesjtas appropriate. Moreover, each quarter thragaoy’s Office of General Counsel
asks its Directors, as well as more than fiftyhef Company’s senior employees, from all aspecits diusinesses, to certify that they are not
aware of any fraudulent, unethical or illegal aitié committed by or on behalf of the Company. Aiddally, on an annual basis, each
Director and each executive officer is obligatedamplete a Directors’ and Officers’ Questionnait@ch requires, among other things, the
disclosure of any transactions with the Companyhich the Director or executive officer, or any nt@mof his or her immediate family,
have a direct or indirect material interest.

Board of Directors

The Board is the ultimate decision-making bodyhef Company, except with respect to those matteesved to the shareholders. The Board
advises senior management and monitors their peéioce. In addition to its regular meetings, therBdes informal discussions by
telephone or electronically, and holds special mgstduring the year, as needed. The Board heldrémular meetings and twelve special
meetings in 2010, and the non-employee Directolid fnee executive sessions. Non-employee Directoegt at least quarterly in executive
session without management present. There is meadquolicy regarding Directors’ attendance at Baakktings or at annual meetings;
however, all Directors are expected to attend Boaedtings, either in person or telephonicallys lthe Board’s practice to schedule its
meetings and the Company’s Annual Meeting of Stadsans at times and dates which will permit maximaitendance by Directors, taking
into account the Directors’ schedules and the tymeguirements of applicable laws. Six of our Dioes attended the Company’s 2010
Annual Meeting in person. The majority of the Boafirectors attended 100% of the regular meetwfghe Board in 2010, and no director
attended less than 75% of all meetings of the Bdaagh of the Directors serving on the Audit Conteeit the Compensation Committee and
the Nominating and Corporate Governance Committeaded at least 75% of the meetings of each camasiton which they serve.

Director Orientation, Education and Preparation

The Company conducts a formal orientation progranafi new directors, which includes one-on-one tings with each of our executive
officers and senior management, as well as extengiitten materials about the Company, its indigidousiness units, and the industry in
which the Company operates. Senior managementmgeetiith Directors involve business unit overviestsategic plans and significant
financial, accounting and risk management issu@gecidrs also are provided opportunities to visé Company’s business units and
subsidiaries across the country in order to gaditaahal knowledge about their operations. FurtladirDirectors participate as a group in
ongoing continuing education through director ediocasessions that are held on a regular Boardintpdate at least once per year. The
Company also affords Directors the opportunity amdls to attend external director education program

Management ensures that the Board is fully informieithe Company’s business by providing regulattemi financial reports, reports of
operations and other relevant reports at Boardingeeat least monthly, between meetings and at dtirermeetings. Board materials related
to agenda items are provided sufficiently in adeaotBoard meetings to allow the Directors to pregdar discussion of agenda items. All
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Board members also receive comprehensive monttéyéial reports from the CFO. Members of senioragament attend regular Board
meetings, or portions thereof, for the purposeasfipipating in discussions and providing managemeports on business unit operations and
operational risks. Directors also have access toimees of management and employees of the Compawede meetings and, as necessary
and appropriate, may consult with and engage ea€thmpany’s expense, independent legal, compensétiancial and accounting advisors
to assist them in their duties to the Company aedshareholders.

The following table sets forth information concexgpithe Company’s Directors as of the Record Date:

Director Age Title Appointed Class
Steve Fredrickso 51 President, CEO and Chairman of the B March 199€)(3) 1st
Penelope Kyle 62 Director October 20043) 1st
David Roberts 49 Lead Directol March 199¢®)#) 2nd
Scott Tabakir 52 Director October 20042) 3rd
James Vos 68 Director November 200:2 3rd
John Fullel 67 Director March 201(4) 2nd
John Fair 62 Director March 201C4 2nd

(1) In March 1996, Mr. Fredrickson and Mr. Rokestere named as managers of Portfolio Recoverydatss, L.L.C., the Company’s
predecessor. Mr. Fredrickson and Mr. Roberts wppsiated as directors of the Company upon its @eah August 2002

(2) The terms of Mr. Voss and Mr. Tabakin will expitetlze 2011 Annual Meeting
(3) The terms of Mr. Fredrickson and Ms. Kyle will esgat the 2012 Annual Meetin
(4) The terms of Mr. Roberts, Mr. Fuller and Mr. Faiitl wxpire at the 2013 Annual Meetin

William Brophey, formerly a member of the Board] diot seek reelection at the 2010 annual meetimdjh& service as a member of the
Board ceased as of June 4, 2010. The Board curremkists of seven Directors, six of whom are aorployee Directors. The Board is
divided into three classes. The terms of each @gpgie at successive annual meetings. SharehatensDirectors from one class at each
annual meeting to serve three year terms.

Combination of Chairman and Chief Executive OfficerPositions

The positions of Chairman of the Board and CECcaraebined; however, the Board has designated a mpiegee independent Director to
serve as its Lead Director. The independent diregteet in an executive session after each regokmd meeting and the Lead Director acts
as chairman of these sessions, at which the indiepedirectors have the opportunity to frankly dssmanagemeistperformance. The Le
Director coordinates the activities of the othentamployee Directors, consults with the CEO regay@igendas, schedules, and the
communication and information needs for Board ammittee meetings. He also facilitates informafiow and communication by acting

a liaison between the non-employee Directors antbgement. The Board believes this arrangementgeethe most efficient and effective
leadership model for the Company. Further, comlinie Chairman and CEO roles is appropriate bedheasstructure fosters a closer
alignment between the Board and management. Dilneteize of the Company, in most cases one petiseRresident and CEO, should
speak for and lead both the Company and the Ba&el Board currently believes that the CEO is tlividual with the necessary experier
commitment and support of the other Directors featively carry out the role of Chairman. The Boagdularly reviews and considers
whether it is in the best interests of shareholteseparate or combine the roles of Chairman®Bibard and Chief Executive Officer.
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The Board’s Role in Risk Oversight

The Board, as a whole and through its committesssedponsible for overseeing risk management. daedrecognizes that the Company
faces a broad range of risks, including finan@gkrational, political, reputational, governanag] &egal risks that may affect the Company’s
ability to execute corporate strategies and fultfilsiness objectives. The Board operates withiimaate of transparency and uninhibited
dialog with senior management. In this connecti@mior management attends the regular meetingge @aard and routinely reports on their
activities. These reports include risk consideratiand discussions concerning actions and proptusaigtigate the risks identified, if any.
The Board meets regularly to discuss the stradigéction of the Company; a consideration of keksiis essential to the Company’s
strategic planning process.

Management is responsible for the day-to-day manageof the Company'’s risks. A Risk Management @raas recently formed to
formally document known risks, assess the suffigyenf risk identification, and to recommend the @gpiate manner in which to control or
mitigate those risks.

The Audit Committee is responsible for direct oiggns of the Company'’s risk management program. Ris& Management Group provides
the Audit Committee with risk management updatetndueach of that committee’s regularly schedulezbtimgs. Additionally, the Audit
Committee receives reports during each of its @fpkcheduled meetings from the Company’s Chie&Rcial Officer and the Company’s
external auditors on financial risks, compliancéhweporting requirements, and internal controtse Audit Committee also receives reports
at each quarterly meeting from the Company’s Daeof Internal Audit on the results of internal &udsting.

As described in the Compensation Committee refftetCompensation Committee takes measures to grive@ompany’s compensation
programs and incentives from leading to decisibas ¢éncourage or promote excessive risk-taking.Bderd's ultimate goal is to ensure that
the Company continues as a successful businessfdhe, the Board analyzes risks so as to apprepyiaptimize financial returns and
increase shareholder value.

Director Independence

The Board consists of a majority of independeneEtiors who do not have any direct or indirect makeelationship with the Company. The
Board has established guidelines which confornm¢onndependence requirements of the NASDAQ lissiagdards to assist it in determining
director independence. In March 2011, the Diregioovided updated responses to Directors’ and &fficquestionnaires in accordance with
current proxy disclosure requirements. These iredugpdated information concerning their qualifioai and experience, as well as any
conflicts of interest, job changes, and any mdt#ndamsactions, relationships, and other arrangésrizeiween the Company and the Directors
or immediate family members of the Directors. Adgitor's immediate family members include the Diog'stspouse, parents, children,
siblings, in-laws, and anyone (other than domestiployees) who shares the Director's home. Basdberesponses received and other
available information, it was determined that dlth®e non-employee Directors of the Company lackemal relationships with the Company,
and are independent Directors under applicablergiesulaw requirements and NASDAQ rules. The Bdaad also concluded that each of the
members of the Audit Committee, the Compensatiomi@ittee, and the Nominating and Corporate Goverm&@wmmittee meet the
NASDAQ independence tests. These determinations mede based upon a number of facts, includingaaiiimited to, the following

*» Except for Steve Fredrickson, the Chairman of tbarBl and CEO, no Director is, or has ever beeexanutive officer of the Company or
employed by the Company or its subsidiaries, ordmagnmediate family member who is an employeefficay of the Company or its
subsidiaries, has accepted any compensation orgragrfrom the Company or has any current or patgnmaarelationships with the
Company;

* No Director, other than the CEO has ever receivgdcempensation from, worked for, been retainedobyeceived anything of substantial
value from the Company, other than Director comp#aons;

* No Director or any member of any Director’'s immedigamily is, or ever was, employed by the Compariytlependent registered public
accounting firm, or ever worked on the Company'diaat any time;




» No executive officer serves on the board of dinectd any company that employs a Director or anynimer of the immediate family of a
Director, none sits on a board of directors of aampany at which a Director is the chief executffecer or chief operating officer, and no
Director or any member of the immediate family ddiaector has been an executive officer of anytetitaving a compensation committee on
which one or more of the Company’s executive offdeas concurrently served; and

* None of the independent directors, their respeectfliBates or members of their immediate familyredtly or indirectly, have engaged in ¢
transaction with the Company or its affiliates awvé any relationship with the Company or its afiis which, in the judgment of the Boarc
inconsistent with a determination that the diret¢andependent.

» No Director and no immediate family member of arigebBXor is a partner or controlling shareholderedior or executive officer of any
entity from which the Company purchases goods s, or to which the Company makes charitablgrdautions in excess of 2% of the
entity’s consolidated gross revenues for that yea$200,000, whichever is lower.

* There is no family relationship among any of theecliors or executive officers of the Company.
Director Diversity

The Board strives to have a meaningful cross-sedidusiness and industry experience representadgooup of diverse individuals who
add quality to the Company’s corporate governareméwork. The Board does not have a formal poliith vespect to diversity. However,
the Board, through the Nominating and Corporategbuance Committee, reviews, at least annuallysittes structure and membership of the
Board of Directors and its committees to assurettfeproper skills and experience are represemmetie Board and its committees. In
conducting its review, the Committee considerscibrtributions of existing directors, whether thenmbership of the Board appropriately
reflects diversity and the overall needs of the @any. The review assesses committee balance amd¢nall composition of the Board and
identifies the contribution each Director makeghi® diversity of backgrounds, experience and coemugts represented on the Board and its
committees. Also considered are existing and piatlegdaps in skill sets. Among other criteria, thxperience and skill sets deemed necessary
for the Board of Directors as a whole includesiiitial expertise, an understanding of the industrieghich the Company operates and
experience as a director or officer of other pubtimpanies.

Qualifications and Skills of Directors

Generally, certain minimum qualifications must betiiny a nominee for a position on the Board. Spdiff, nominees should possess the
highest level of professional and personal ethintegrity and values, be free of any material dotslof interest with respect to Board service,
have competence at the policy-making level and tiawability to exercise sound judgment. Nominexkdr than the CEO) should also be
independent, as defined in NASDAQ Rule 5605(a)}§2)able to understand and relate to the cultutkeo€ompany, have sufficient time to
properly discharge the duties associated with sgras a Director, and have sufficient experiencklanowledge to enhance or maintain the
diversity of the Board. Directors must possessattiity to apply good business judgment and mushleeposition to properly exercise his or
her duties of loyalty and care. Directors shoulaxhibit proven leadership capabilities, intggaitd experience with a high level of
responsibility and accomplishment within their olosields, and must have the ability to quickly ersfand complex principles of business
and finance in the context of a publicly traded pamy. Overall continuity and chemistry of the Board also considerations.
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Information Regarding Director Nominees for Electian to Three-year Terms Expiring in 2014

James M. Voss and Scott M. Tabakin have been naetir®y the Board of Directors, on the recommendatioits Nominating and Corpore
Governance Committee, for election to three-yeanseexpiring at the 2014 Annual Meeting.

In making their nominations, the Board reviewedthekgrounds of the nominees (summaries of eaclineas biography are provided
below), their independence, character, judgmentoaisihess experience, and determined to nominateafahem. The important
professional characteristics that each particutasqgn brings to the Board, and the attributes &itid ghat led to the conclusion that they
should serve as a Director of the Company, aredibelow. The Board believes that each Directoremah nominee for election has valuable
individual skills and experiences that, taken thgetprovide the Company with the requisite miskifls and depth of knowledge, judgment
and vision necessary to provide effective oversiglihe Company’s varied businesses, and will enttié Board and each committee to
continue to provide sound judgment and leadersmipfanction effectively as a group. As indicatedtie following biographies, the nomine
have extensive experience in a variety of fieldsluding oversight of public companies and expeaseim the financial services industry and
related industries.

Each person nominated for election has consentbditg named in this Proxy Statement and has agoesetve if elected. If one or more of
the nominees should at the time of the meetingnaeailable or unable to serve as a Director, tlaeeshrepresented by the proxies will be
voted to elect the remaining nominees and any guteshominee or nominees designated by the Bddre.Board knows of no reason why
any of the nominees would be unavailable, unwillimginable to serve. Summaries of each nomineetréphy are provided below.

James M. VossMr. Voss was appointed as a Director of PortfolecBvery Associates in 2002 and subsequently eletted
the Company’s next Annual Meeting of Shareholdelirs.Voss has served as chair of the Audit Committeeur Board of
Directors since his initial appointment. He has entbran thirty-five years of experience as a sefimi@nce executive.

Mr. Voss currently serves as an independent carguidb community banks regarding policy, organaaticredit risk
management and strategic planning. From 1992 ttwrd9§8, he was with First Midwest Bank as Executliee President
and Chief Credit Officer. Prior to that, he serued variety of senior executive roles during artyefour year career (1965-
1989) with Continental Bank of Chicago, and waseChRinancial Officer at Allied Products Corporati(®90-1991), a
publicly traded (NYSE) diversified manufacturer.réamtly, he serves on the board of Elgin State B#mlough which he has
gained additional corporate governance experigficeVoss’ combination of expertise in the areadw$iness and finance
enables him to provide unique insight and perspedt our Board and to address complex financglds which may be
presented to our Board. These experiences wefacadlrs in our conclusion that Mr. Voss should amun to serve on our
Board of Directors. Mr. Voss has both an MBA anaBzors Degree from Northwestern Universi

Scott M. Tabakin Mr. Tabakin was appointed as a director of Pof&ecovery Associates in 2004 and subsequentlyeel
at the Company’s next Annual Meeting of Sharehalditr. Tabakin serves on the Audit and Compensaiiommittees of
our Board. He was a certified public accountant laasl more than twenty years of public-company eé&pee. Currently an
independent financial consultant, Mr. Tabakin sdras Executive Vice President and Chief Financféit€r of Bravo
Health, Inc., a privately owned managed healthcampany from July 2006 until the sale of the conyparNovember 201(
From October 2003 until July 2006, Mr. Tabakin wasndependent financial consultant. He servedxas#ive Vice
President and Chief Financial Officer of AMERIGROUBrporation, a publicly traded (NYSE) managed thecédre
company, from May 2001 until October 2003. Fromdbet 1992 until May 2001, Mr. Tabakin was Executiiee Presider
and Chief Financial Officer of Beverly Enterprisés;., then the nation’s largest publicly traded@E) provider of long-
term health care. From June 1980 until October 1BB2Tabakin was an executive with the accounfing of Ernst &
Young. These experiences, including his experiersca senior financial officer of large publiclydeal companies, provide
Mr. Tabakin with a comprehensive understandindiefdomplex financial and legal issues facing putdimpanies and were
all factors in our conclusion that Mr. Tabakin slibcontinue to serve on our Board of Directors. Wabakin received a B.S.
degree in accounting from the University of llliac
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Experience of Directors Continuing in Office — Terns Expiring in 2012

Steven D. FredricksorMr. Fredrickson has been the Chief Executive OffafePortfolio Recovery Associates since its
inception. Prior to co-founding Portfolio Recovegsociates in 1996, Mr. Fredrickson was Vice PrsidDirector of
Household Recovery Services’ (“HRSC") Portfolio Bees Group from late 1993 until February 1996 HRSC

Mr. Fredrickson was ultimately responsible for HRS@ortfolio sale and purchase programs, financepanting, and other
functional areas. Prior to joining HRSC, he spérd fears with Household Commercial Financial Sssimanaging a
national commercial real estate workout team avelfears with Continental Bank of Chicago as a mambthe FDIC
workout department, specializing in corporate aral estate workouts. Mr. Fredrickson is a pastdosmber of the
American Asset Buyers Association. In his role as@hief Executive Officer for approximately fiftegears,

Mr. Fredrickson has gained critical insights intamaging a complex financial services businessdynamic environment,
which, along with his extensive prior experiencehia financial services industry and his tenurdnlie Company, make
him a valuable asset. These were all factors ircoaclusion that Mr. Fredrickson should continuséove on our Board of
Directors at this time. He received a B.S. degremfthe University of Denver and a M.B.A. degremnfrthe University of
lllinois.

Penelope W. KylePenelope W. Kyle, Director.Ms. Kyle was appointed as a Director of PortfoliecBvery Associates in
2005 and subsequently elected at the Company’samental meeting of shareholders. Ms. Kyle is a lyigkspected
educational leader with a proven record of accoshptient. Ms. Kyle presently serves as Presidentdfdd University.
Prior to her appointment as President of Radforiv&fsity in June 2005, she had served since 19®irastor of the
Virginia Lottery, where she served for ten yearderthree Virginia Governors. Earlier in her caydés. Kyle worked as &
attorney at the law firm McGuire, Woods, Battle &wbthe, in Richmond, Virginia. She was later emplbat CSX
Corporation, where during a 13-year career sherbedhe company’s first female officer and a vicestent in the finance
department. Ms. Kyle also has prior service agecthr and chairman of the audit committee of diplybtraded company.
She currently serves on the Board of Directorieffoundation for Educational Exchange, a joimdtional organization
which administers the Canada-U.S. Fulbright progisis: Kyle brings a unique and valuable perspedtveur Board
based on her distinctive background in businesgjexoia and government, particularly with respechétters relating to
law and corporate governance. These were all faatoour conclusion that Ms. Kyle should continaesérve on our Board
of Directors at this time. She earned an MBA atGodiege of William and Mary and a law degree frthra University of
Virginia.

Experience of Directors Continuing in Office — Terns Expiring in 2013

David N. RobertsMr. Roberts has been a Director of Portfolio Recgvaessociates since its formation in 1996.

Mr. Roberts joined Angelo, Gordon & Company, L#1B93, where he founded the firm’s opportunistial estate area
and manages the firm’s private equity and spedigisons area. Mr. Roberts helped to guide the gamyg through its
transition from a small private company to a majoblicly traded company. He currently serves agil®mector of the
Board of Directors and as Chair of the Compensaliommittee. Mr. Roberts has invested in a wideetgrof real estate,
corporate and special situations transactionsr Ryipining Angelo, Gordon Mr. Roberts was a pijrat at Gordon
Investment Corporation, a Canadian merchant bak 989 to 1993, where he participated in a widetaof principal
transactions including investments in the realtestaortgage banking and food industries. Prigoituing Gordon
Investment Corporation, he worked in the CorpoFatance Department of L.F. Rothschild, where heisieed in
mergers and acquisitions. Mr. Roberts’ qualificasido serve on the Board of Directors include Riemsive knowledge of
the Company and his financial expertise in busides®lopment, operations and strategic planning.Rdberts is also
intimately familiar with, and has a deep understag@f the industry in which the Company does besi These were all
factors in concluding that Mr. Roberts should condi to serve on the Board of Directors at this tiMe Roberts has a
B.S. degree in economics from the Wharton Schoth@University of Pennsylvani
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John H. Fain. Mr. Fain was appointed as a Director on March 1,.g@nd was elected to the Board by the Company’s
shareholders at the 2010 annual meeting. Mr. Fagmiore than 25 years of business management experincluding
service as the founder, President and Chief Exez@ificer of Metro Information Services. Metro émiation Services was
an information technology consulting services fiumich went public in 1997, and subsequently mengitd Keane, Inc. in
2001. Mr. Fain served as a member of the Boardiradirs of Keane, Inc. until September 2006. Praorofounding Metrc
Information Services, Mr. Fain developed and randwn independent data processing consulting pedervicing clients
in multiple states. Mr. Fain is currently retireghd serves on the Investment Committee of the HamRbads Community
Foundation. Mr. Fain was appointed to the BoarBioéctors because of his insight with respect touke of information
technology strategies in large multi-state comparties operational and financial expertise anceRfgerience as a Chief
Executive Officer and Director of a sizeable busmé hese were all factors in our conclusion thatfdin should continue
to serve on our Board of Directors at this time. Fain holds a B.S. Degree in Computer Science frarniversity of
South Carolina

John E. Fuller. Mr. Fuller was appointed as a Director on MarcBd10, and was elected to the Board of Directorthby
shareholders at the 2010 annual meeting. Mr. Falilsrmore than twenty years of executive experignckiding being the
co-founder of Automotive Finance Company (“AFC™), iadependent automobile floor plan financing compand his
seven years as AFC’s Chief Executive Officer. Reitgy the sale of AFC to Auto Dealers Exchange Sewiof America in
1994, Fuller stayed on as Chief Executive Officerdnother twelve years, after which he left totdiealer Services
Corporation (“DSC"). DSC also provides financingatato dealers throughout the country. Mr. Fulléed@s Chairman,
President and Chief Executive Officer of DSC udéhuary, 2010, and currently serves as Chairmés Bbard of Directors.
Mr. Fuller was appointed to the Board because ©bhsiness development experience and expertsexperience as a
Chief Executive Officer, Chairman and Director ofigpanies in the financial services industry andshgsificant corporate
leadership and knowledge of the auto financingrmss. These were all factors in our conclusionMratuller should
continue to serve on our Board of Directors at tinie.

Summary: Board of Directors Information 2010
Size of Boarc 7
Average Age of Director 59
Number of Independent Directc 6
Lead Independent Direct: Yes
Independent Audit Committe Yes
Independent Compensation Commit Yes
Independent Corporate Governance Comm Yes
Number of Board Meetings He 16
Outside Directors Hold Meetings Without Managentergsen Yes
Board Sel-Evaluation Yes
Annual Review of Independence of Bo: Yes
Annual Committee Self Evaluatiol Yes
Charters for Audit, Compensation and Corporate @wvace Committe Yes
Annual Equity Grants to N«-Employee Director Yes
Corporate Compliance Progre Yes
Code of Ethics Yes
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Review and Approval of Related Party Transactions

The Company requires disclosure of any relatiorsshipd transactions in which the Company, its Direstits executives or their immediate
family members are participants, and conducts eweuf transactions of the Company with any shalddrs owning five percent or greate
the Company’s outstanding common stock, to dete¥mihether there are any such transactions in ammeadior exceeding the minimum
threshold for disclosure in this Proxy Statememtairthe relevant SEC rules (generally, transactiovslving amounts exceeding $120,000)
in which a related person has a direct or indineaterial interest. The Company’s General Counsetimsarily responsible for developing and
implementing the policy and procedures relativehtoreview and approval of related party transastio

Procedure for the Approval of Related Party Transations

1. The complete details of any proposed traiwamust be presented to the Company’s Generah§sby the party intending to enter
into the transactior

2. The Company’s General Counsel will makeratiali materiality determination, and when appragei will prepare a written analysis
and recommendation to the Nominating and Corpdsaigernance Committee based on: (a) the natureegfribposed transaction;
(b) the related person’s interest in the transacto) the dollar value of the transaction; (d) iflmortance of the transaction to the
business of the Company; (e) the material terntkefransaction; and (f) the overall fairness eftitansaction to the Compat

3. Based on the foregoing factors, the Nomigatind Corporate Governance Committee will decitletter or not to recommend that
the proposed transaction be brought before theBfadird for consideratiol

4. |If the matter is presented to the Boardafepte, and a related party is involved in thegaation, he or she will not be allowed to
participate in any discussions and decisions caorrgithe transactior

5. If the Board approves the transaction, tbemm@any’s General Counsel will ensure that a written’s length contract between the
parties is appropriately executed by all part

There were no reportable related party transactiotisthe Company in 2010.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires the Gomis executive officers and Directors and perseing beneficially own more than five
percent (5%) of the Company’s common stock toifiléal reports of ownership and changes in ownigrsifi such common stock with the
SEC and NASDAQ. As a practical matter, the Compspically assists its Directors and executive @fwith these transactions by
completing and filing Section 16 reports on theihalf. The Company also reviews directors’ andceffs’ questionnaires and written
representations from the executive officers aneé@ars. Based on a review of the Section 16(a)rtefiited by the Company on behalf of its
Directors and executive officers or furnished te @ompany by 5% beneficial owners and a reviewritfen representations from certain
reporting persons, the Company believes that al §iling requirements were complied with on a tiynleasis during 2010, with the except
of Kent McCammon’s Form 3 which was not timely dilevith respect to his initial reporting of 4,707asks of the Company’s stock.

Communication with Directors

Shareholders may communicate with members of treedBby transmitting their correspondence by mafaosimile addressed to one or
Directors. All such communications should be serihe attention of the Corporate Secretary, aatldress specified herein, or to fax number
757-321-2518. Communications from shareholdersy®ar more directors will be collected and orgadiibg the Corporate Secretary and
forwarded to the Chairman of the Board, or if addesl to an identified Independent Director, to Biagctor, as soon as practicable.
Communications that are abusive, in bad tasteairttesent safety or security concerns may be bdrdifferently. If multiple

communications are received on a similar topic, the
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Corporate Secretary may forward only representatireespondence. The Corporate Secretary will deter whether any communication
addressed to the entire Board as a whole shoutddperly addressed by the entire Board, or by anciti@e of the Board. If a response to the
communication is warranted, the content and mettidde response will be coordinated with the Conym@eneral Counsel. The
Company'’s confidential hot line may be used by simgreholder who prefers to raise a concern to tdadin a confidential or anonymous
manner, by dialing 1-800-290-1650. All telephonbscin the Company’s confidential hot line are reéd to the Chairman of the Audit
Committee, who is responsible for ensuring thahsuatters are appropriately investigated. The CayigaDirector of Corporate
Communications will address communications fromittvestment community regarding the Company’s faialnand business matters, and
will refer appropriate matters to the Company’s Ca&rGts CFO.

Director Compensation

The Board, upon the recommendation of the Compiams@ommittee, sets the compensation for non-engadyirectors so as to fairly
compensate them for the work required of them, dhasethe Company’s size and scope. The Board add@snannual equity awards to
Directors in order to align each Director’s intésawith the long-term interests of the Company’arsholders. In 2009 the Compensation
Committee engaged the Committee’s independent cosagpien consultant, Frederic VCook & Co., Inc. (“FW Cook”) to evaluate the
competitiveness of the Company’s Director compeéasgirogram. The Company’s Directors’ compensaisotompared to those of the
directors of companies in the Compensation Peeulisted on page 36. As a result of the electiblivo new Directors in 2010 and the loss
of one Director, there was a realignment of comamitissignments and Directors’ roles; consequebitlgctor compensation was reviewed
and adjusted, with the assistance of FW Cook.igxdbnnection, the Compensation Committee recometad adjustment in the Directors’
compensation, effective as of January 1, 2011.chiaet below provides a summary and comparisontaf tmn-employee Director
compensation in 2010, and the compensation adjustpnejected as of January 1, 2011.

Non-Employee Director Annual Compensation

2010 2011
BOARD SERVICE
Annual Retainer (Cash Portion) $30,00( $ 40,00(
Annual Retainer (Stock Portion) 1,000 Nonvested Shes @) $44,85(2) $ 65,000
TOTAL (excluding Committee Retainers, and Lead Diretor Retainer) $74,85( $115,20(
COMMITTEE AND LEAD DIRECTOR SERVICE
Annual Committee Chair Retainers:
Audit Committee Chair $25,00( $ 25,00(
Compensation Committee Chair $10,00( $ 12,50(
Nominating and Corporate Governance Committee Chail $ 5,00( $ 10,00(
Annual Committee Retainers:
Audit Committee $12,50( $ 12,50(
Compensation Committee $ 5,00( $ 6,25(
Nominating and Corporate Governance Committe¢ $ 2,50( $ 5,00(
Lead Director Retainer $15,00( $ 15,00(

@) The Company awarded Directors 1,000 nonvested sharéhe date of the 2010 annual shareholders mge
(@ Based on the closing price of the Comg’s common stock on December 31, 2009, as report&ASDAQ
() Beginning in 2011, the Direct¢ annual stock grant will be a number of shares eiquadlue to $65,000, regardless of share p

Newly appointed Directors are granted 2,000 nomgeshares of the Compé's stock upon their initial appointment to the Bibafhese
shares vest at the rate of 20% per year for fiswsidn 2010, Directors were also awarded 1,000ested shares on the date of the 2010
annual meeting of shareholders. Annual Directockstawards become fully vested one year after thatgtate. This vesting schedule,
combined with the targeted Director stock ownergitficy described below, advances the alignmemicdctors’ economic interests with
those of shareholders.

Recognizing that each Director should have a sobatgpersonal investment in the Company, the Béwasladopted a target stock ownership
policy which applies to each Director, requiringexrsonal holding by each Director of a number afreb valued at not less than two times
Director’s annual Board retainer, exclusive of Caittee retainers. Directors are expected to acquitemaintain this share ownership
threshold within two years after joining the Boam 2010, the Company offered no compensatiorst®itectors other than their annual
retainers and stock awards; however, each Dirést@imbursed for travel
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expenses in connection with attendance at Boardimgseand for all reasonable expenses associatbccamtinuing education programs. The
Company offers no retirement benefits or other pisites to Directors. The Company maintains podi@édirectors’ and officers’ liability
insurance covering all Directors. The Company’s GE€eived no additional compensation for his sereis a Director and Chairman of the
Board of Directors.

The table below summarizes the compensation patdéZompany to non-employee Directors for the yealed December 31, 2010.

2010 NON-EMPLOYEE DIRECTOR COMPENSATION

Fees Earnec
or
Paid in Cast  Stock Awards®  Option Awards ®  Total Compensatior

Non-Employee Director (%) ($) $) $

William Brophey®) $ 26,25( $ 0 $ 0 $ 26,25(
John Fair $ 36,25( $ 174,09 $ 0 3 210,34(
John Fullel $ 28,75( $ 174,09 $ 0 $ 202,84(
Penelope Kyle $ 36,25( $ 66,51( $ 0 % 102,76(
David Roberts $ 57,50 $ 66,51( $ 0 $ 124,01(
Scott Tabakir $ 51,25( $ 66,51( $ 0 $ 117,76(
James Vos $ 58,75( $ 66,51( $ 0 $ 125,26(

(1) Mr. Brophey did not seek -election at the 2010 annual meeting; consequdrityservice as a Director ceased on June 4, :

(@  The amounts reported in the Stock Awards coluepnesent the aggregate grant date fair valuleeo$tock awards calculated by
multiplying the number of nonvested shares grahtethe closing stock price of the Company’s comratmtk on the grant date. The
actual amount of compensation that will be realiagé Director at the time an award vests will debapon the market price of the
Company’s common stock at the vesting date. Mm Bad Mr. Fuller were granted 2,000 nonvested shafrthe Company’s stock
upon their appointment to the Boa

) No stock options were granted in 20

The aggregate number of outstanding stock optiefgiby each of the Company’s non-employee Direatsref the Record Date is provided
in the table below:

Outstanding
Directors Options (#)*

William Brophey 0
John Fair
John Fullet
Penelope Kyle
David Roberts
Scott Tabakir
James Vos

cNoloNoNoNe]

* The Company discontinued its practice of gnagtstock options to Directors in 2004. Directorp@ipted to the Board after 2004
received no stock option
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Committees of the Board

Each non-employee Director serves on at least omanittee. The Committees of the Board regularhyorepn their activities and results of
meetings to the full Board. Only independent norpkayee Directors may serve on Board committees.t@bke below shows the current
membership for each of the standing committeeb@Board as of the Record Date.

Nominating and Corporate

Audit Committee Governance Committee Compensation Committee
James Vos* Penelope Kyl¢* David Robert<
John Fail John Fulle Scott Tabaki
Scott Tabaki David Robert John Fail
James Vos
John Fulle

Number of Committee Meetings in 201
10 2 6

*

Committee Chai

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committe tivo meetings in 2010. Each member of the Notirigaand Corporate
Governance Committee is “independent,” as such igihefined by NASDAQ Rule 5605(a)(2). The Nomingtand Corporate Governance
Committee annually reviews the composition of alinenittees, makes recommendations concerning Boarandics and oversees Director
development and the annual self evaluations oBtierd and its committees. In addition, the Nommg#nd Corporate Governance
Committee reviews the Company’s corporate govemanactices and related public issues importatitadCompany, and makes
recommendations to the Board on such issues.

The Nominating and Corporate Governance Committeesponsible for reviewing and recommending noasrfer election to the Board. In
addition to considering the qualifications of catates suggested by current Directors and by offiaad employees of the Company, the
Committee considers any candidates who may be m@emted by shareholders in accordance with the gioms of the Company’s by-laws.
The Committee screens all candidates in the sam@@naregardless of the source of the recommendatiad determines whether a candi
meets the Company’s general Board membership aqualdns, possesses the skills required of a Doreandd will contribute to the diversity
of talent represented on the Board. The Committesges and conducts personal interviews of catedas appropriate.

The Nominating and Corporate Governance Commitsedetermined that each of the Company’s Direqgiossesses the requisite prior
experience as a director or an officer of a puplield company.

Any shareholder may make nominations with respethé election of Directors in accordance with phavisions of the Company’s by-laws,
which establish the information and notice requieats for such nominations. Prior to 120 days ireade of the anniversary date of the
Proxy Statement for the 2011 annual meeting, thegamy did not receive any recommendations of piatietitector candidates from
shareholders.

The Nominating and Corporate Governance Committeemmended to the Board the candidates for rei@testhich are included on the
ballot for this Annual Meeting. Any nominee for Bator who receives a greater number of votes widhinem or against his or her election
than votes for his election shall tender his orresignation for consideration by the Nominating &vorporate Governance Committee. The
Committee will then consider the best interestthhefCompany and its shareholders and shall recomhoethme full Board the action to be
taken with respect to the tendered resignation.
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The duties and responsibilities of the Nominating &orporate Governance Committee are specifitd charter. The charter of the
Nominating and Corporate Governance Committeerresnded in February 2009, is available at the IordRelations page of the Compi's
website, at www.portfoliorecovery.copand will be mailed to any shareholder who sendsjaest to the Corporate Secretary at the
Company’s mailing address.

Audit Committee

The Audit Committee held ten meetings during 2040 met informally between meetings. Audit Committeeetings are typically held in
conjunction with scheduled Board meetings; howether Audit Committee also holds meetings betweear8meetings as needed. The A
Committee holds executive sessions, which may decthe KPMG LLP audit team. Each member of the AGdmmittee is “independent,”
as that term is defined by the applicable standaraisiulgated by NASDAQ, and meets the heightenieria for independence applicable to
members’ audit committees under NASDAQ listing sul€he Board has determined that each member &utied Committee is financially
literate, and qualified as “audit committee fina@xperts” pursuant to Section 407(d)(5) of RetioteS-K. The Audit Committee is
primarily concerned with the integrity of the Comygé consolidated financial statements, the efieetess of the Company’s internal control
over financial reporting, the Company’s compliamgth legal and regulatory requirements, the indeleerce, qualifications and performance
of the independent auditors, and the objectivity parformance of the Company’s internal audit fiorctThe Audit Committee is not
responsible for the planning or conduct of the &ydir the determination that the Company’s codsatéid financial statements are complete
and accurate and in accordance with U. S. geneaxafigpted accounting principles.

The Audit Committee reviews and takes appropriat®a with respect to the Company’s annual and tguigrconsolidated financial
statements, the internal audit program, the confidkhot line and related ethics program and dsawles made with respect to the Company’s
internal controls. To facilitate its risk oversiglsponsibilities, the Committee receives regutafings from the Company’s Office of

General Counsel with respect to significant litigatand from the Company’s Director of Internal Auggarding Sarbanes-Oxley 404
compliance matters. Each member of the Audit Cotemitompletes a quarterly risk assessment quesiienn

The Audit Committee reviewed and amended its chartEebruary 2011. At the time of its charter eavj the Audit Committee also reviev
practices and procedures to assure continued canggliwith the internal control reporting provisiamighe Sarbanes-Oxley Act of 2002, as
amended, and related regulatory requirements. Asritied in its charter, the Audit Committee’s prisnduties and responsibilities are to:

*  Monitor and review the accuracy and fairnesdqief@ompany’s financial reports and monitor and enthe adequacy of the
Compan’s systems of internal controls regarding financepanting and legal complianc

» Engage and monitor the independence and perfaenafithe Company’s independent auditors and ppeeap all audit and
permitted no-audit services

» Monitor the independence and performance of the@2my's internal auditors

» Provide an avenue of communication between thepiewi@ent auditors, management and the Board of foine
» Prepare an Audit Committee report for the Com|'s annual proxy statemen

» Perform such other duties as set forth in its ene

A copy of the charter of the Audit Committee wiét mailed to any shareholder who makes a requéiseétG@orporate Secretary at the
Company’s mailing address, and is also availablmemt the Corporate Governance section of thedtor Relations page on the Company’s
corporate website, www.portfoliorecovery.com
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Audit Committee Report
The Audit Committee has furnished the followingadpo shareholders of the Company in accordante mules adopted by the SEC:

The Audit Committee held 10 meetings during 2016 also met informally between meetings. Each merb#re Audit Committee is an
independent director, as defined in accordance MEBDAQ listing standards. In addition, the Boaasdetermined that James Voss, Scott
Tabakin and John Fain are each “audit committeenfiral experts” as defined by paragraph (d)(5)fiiltem 407 of Regulation S-K.

The Audit Committee’s policy is to pre-approvealidit and permissible non-audit services providethe Company’s independent auditors.
These services may include audit services, auldite@ services, tax services, services relatedtéorial controls and other services. The
independent auditors and the Company’s CFO pedigdiceport to the Audit Committee regarding thevezes provided by the independent
auditor in accordance with this pre-approval.

The Company’s management has primary responsifidlitgstablishing and maintaining effective intdroantrols over financial reporting,
preparing the Company’s consolidated financiakstants in accordance with U. S. generally accegtedunting principles, and managing
the public reporting process. The Company’s inddpahauditors are responsible for forming and esging opinions on the conformity of
the Company’s audited consolidated financial stetesiin accordance with U. S. generally acceptedwatting principles, in all material
respects, and on the effectiveness of the Compamygmal control over financial reporting.

The Audit Committee reviewed and discussed withagament, the Company’s audited consolidated fimdisthtements for the year ended
December 31, 2010, including a discussion of tleepi@bility and appropriateness of significant actimg policies and management’s
assessment of the effectiveness of the Compantgmial control over financial reporting. The Au@idmmittee discussed with the
Company’s independent auditors matters relatede@onduct of the audits of the Company’s const#ifinancial statements and internal
control over financial reporting. The Audit Comratittalso reviewed with management and the indepéadelitors the reasonableness of
significant estimates and judgments made in pregdhie consolidated financial statements, as veatha clarity of the disclosures in the
consolidated financial statements and related notes

The Audit Committee has discussed with the Commamgdependent auditors the matters required tadmeissed by the Statement on
Auditing Standards No. 61, as amended.

The Audit Committee has received written commuiicet from KPMG LLP as required by PCAOB Rule 35Z8ommunication with Audit
Committees Concerning Independence,” and has disdusith KPMG LLP their independence. The Audit Quittee has concluded that the
audit and permitted non-audit services which weowiged by KPMG LLP in 2010 were compatible witindadid not negatively impact, their
independence.

In 2010 the Audit Committee met with the Comparyisector of Internal Audit and with its independentditors, with and without
management present, to discuss the overall qulitye Company’s financial reporting. The Audit Quittee also reviewed with
management the Compasyaudited consolidated financial statements arade@Inotes and the acceptability and appropriasesfesignifican
accounting policies. Based on the reviews and d&ouns described in this report, and subject tdithi¢gations on the role and responsibilities
of the Audit Committee referred to in this repantian the charter, the Audit Committee recommertidettie Board that the audited
consolidated financial statements and related rmencluded in the Annual Report on Form 10-Ktfee year ended December 31, 2010.

KPMG LLP has been recommended by the Audit Committithe Board for reappointment as the IndepenBegistered Public Accounting
Firm for the Company and subject to shareholdéiaation, the Board has appointed KPMG LLP as@wmpany’s Independent Registered
Public Accounting Firm for the year ending DecemB®gr2011.
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Representatives of KPMG LLP are expected to atteed®011 Annual Meeting. They will have an oppoitiuto make a statement if they
desire to do so and will be available to responapioropriate shareholder questions.

The Company is requesting that the shareholdefg thé appointment of KPMG LLP as the Company’'ddpendent Registered Public
Accounting Firm for the year ending December 31,1220n the event the shareholders fail to ratify #ppointment, the Audit Committee will
consider it a direction to consider other accounfirms for the subsequent year.

This report is submitted on behalf of the followinglependent Directors, who constitute the AuditButtee:

James Voss, Chairman
Scott Tabakin
John Fain

Principal Accountant Fees and Services

KPMG LLP served as the Company’s Independent RegidtPublic Accounting Firm with respect to theitudf the Company’s
consolidated financial statements as of and foy#sr ended December 31, 2010, and the effectigesfdbe Company internal control ove
financial reporting as of December 31, 2010. Innemtion with its 2010 corporate income tax retumisich are anticipated to be complete
2011, the Company has retained KPMG LLP for thaseniited non-audit services.

The following table sets forth the fees billed gpected to be billed by KPMG LLP for the audit bétCompany’s consolidated financial
statements for the years ended December 31, 2@l12C09, respectively, and for fees billed for otbervices rendered during those periods.
All the services performed by and fees paid to KPM® were pre-approved by the Audit Committee.

Audit Fees
2010 2009
Audit Fees® $749,42" $568,50(
Audit -related Fees(®) $ 34,00( $ 15,00(
Tax Fees®) $ 94,78( $ 30,00(
All Other Fees® $ 2,25( $ 2,10(
Total $880,45! $615,60(

@M Audit Fees primarily relate to the audits of @@mpany’s annual consolidated financial statemantkeffectiveness of the Company’s
internal control over financial reporting, revieafsthe quarterly consolidated financial statemémttuded in the Company’s Quarterly
Reports on Form 10-Q, and services performed imection with the review of the Company’s stock ségition statement and
offerings.

@  Audit-related Fees primarily relate to engagements tort@m internal controls for selected informatigstems (SAS 70 reports
®  Tax Fees primarily relate to the preparation ofriarns and for tax consultation servic
@ All Other Fees relate to annual subscription to KPM_F's proprietary research to

Compensation Committee

The Compensation Committee held six meetings if0201 met informally between meetings. Each merabtire Compensation Committ
has been determined to be “independent,” as thatitedefined by the applicable standards promelialy NASDAQ. As described in its
charter, the Compensation Committee’s primary resjbdlities are to:

* Develop and oversee the implementation of the @2omy’'s compensation philosophy with respect toQhectors, the CEO and
other executives who report directly to the CI

» Ensure that the Company’s executives are compamhséfectively in a non-discriminatory manner detent with such
compensation philosophy, internal equity considenst market practice and the requirements of pipeapriate employment
laws and regulatory bodie
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* Review and recommend to the full Board the Corgigactompensation discussion and analysis disclosoméaining the
Compan’s compensation policies and the reasoning behicld galicies, as required by the SE

» Prepare a Compensation Committee report for thepaos' s annual reports and/or proxy stateme

Pursuant to its charter, the Committee has soleoaityt to retain and terminate an independent clbingufirm to assist in its evaluation of
executive compensation. In accordance with thibaity, the Compensation Committee has directlyagiegl FW Cook as its independent
compensation consultant, with instructions to ca@comprehensive analysis of the Company’s ekecubmpensation program.
Accordingly, FW Cook reviewed the Company’s exegeitompensation programs, including cash and eguoitypensation and long-term
incentives, as more fully described in the Compgmsdiscussion and Analysis beginning on page @#im. All amounts incurred in 2010
for services provided by FW Cook were attributablservices provided by them to the Compensatiami@ittee in connection with its
executive pay and Director compensation decisibhe.Compensation Committee determined that, basékeoinformation presented to it,
no known conflict of interest exists between therfpany and FW Cook.

The Compensation Committee ensures that the Compangstablished succession plans with respeerto@ its named executives. To
assist the Compensation Committee in this roleHtmman Resources Department provides the Commititbeprogress reports of individual
development and succession planning strategieaeidties with respect to the Compasyiamed executives, and assessments of the p
who are considered to be the potential successdahetincumbents in certain senior managementiposit

The Compensation Committee is responsible forrggthnual and long-term performance goals and cosgpien for the CEO, and
establishing criteria for determining the compeiasadf each of the executives who report direablim. Its decisions are approved or
ratified, as appropriate, by action of the non-aeypé Directors of the Board. The Compensation Cdtamalso approves the terms of
executive employment agreements, equity plans goilyeawards in accordance with the Company’s 28thzk Plan. The Committee may
delegate to the Chief Executive Officer such oflitisies and responsibilities as the Committee dderbe in the best interests of the
Company, provided such delegation is not prohiblitg@pplicable law, rule or regulation. The Comdins Committee delegated, in limited
circumstances, authority to the CEO to grant aifipdmumber of nonvested shares of the Compmstdck to newly hired, recently promo
or other key employees in accordance with specgam@meters. The authority so delegated is cuyrdéintlted to a total of ten thousand she
in any fiscal year, and awards of no more than@ d}tares per employee.

The Compensation Committee reviews compensatiogranas and policies for features that may encoueagessive risk taking, and
ascertains the extent to which there may be a aiomebetween compensation and risk, if at allsTihtludes the implementation of controls
that require executives to focus on risks, withdhma of minimizing and reporting any risks and esrof which they be aware. The LTI awe
incentivize employees to take a longer term viewhefCompanys performance, and assume reasonable risks toreswemarkets and expe
existing businesses. The Company may terminaterti@oyment of any executive whose actions plac&tmapany at unreasonable risk.

The Charter of the Compensation Committee is abvigilan the Investor Relations page of the Compawgls site, and will be provided to
any shareholder who sends a request therefor tGdhgorate Secretary at the Company’s mailing adrehe Compensation Committee’s
report appears in this Proxy Statement on page 40.

Compensation Committee Interlocks and Insider Parttipation . All of the members of the Compensation Commi#ieeindependent, non-
employee Directors, and none is a former officethef Company or any of its subsidiaries, or has bgen an officer or employee of the
Company or any of its subsidiaries. No officerlté Company has ever served on any compensation itie@amor board of directors of any
other company with respect to which a Directomsaecutive officer. None of the Directors has ealgtionship with the Company which is
required to be disclosed under this caption pursigathe rules of the SEC.
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Executive Officers

The Company’s executive officers as of DecembeB10 were as follows:

Name Position Held as of December 31, 2010 Year Hired
Steven Fredrickso?! President and Chief Executive Offic 199¢
Kevin Stevensor? Executive Vice President and Chief Financial andnidstrative Officer 199¢
Michael Peti3 Senior Vice President, Bankruptcy De 200s¢
Neal Sterr4 Senior Vice President, Chief Operating Officer, @arPortfolios 200¢
Craig Grube® Executive Vice President, Chief Acquisitions Offii 199¢
Kent McCammor® Senior Vice President, Revenue Enhancement Serarm8usiness Developme 2007
Judith Scot? Executive Vice President, General Counsel and Sag 199¢

1 Steve Fredrickson, 51, President and Chief Executive and ChairmaheBoard of Directors. A complete description of
Mr. Fredricksor's qualifications is on page 1

2 Kevin Stevensor, 47, Executive Vice President, Chief Financial ardthmnistrative Officer, Treasurer and Assistant $&wy. Prior to
co-founding Portfolio Recovery Associates in 1991, Stevenson served as Controller and Departmemtdger of Financial Control
and Operation’s Support at HRSC from June 1994 &ock1 1996, supervising a department of approximpa&@lemployees. Prior to
joining HRSC, he served as Controller of Houseligddk's Regional Processing Center in Worthington, Qiieere he also managed
the collections, technology, research and ATM diepants. While at Household Bank, Mr. Stevensonigipgted in eight bank
acquisitions and numerous branch acquisitions\adtitures. He is a certified public accountant eewived his B.S.B.A., with a major
in accounting from Ohio State Universi

3 Michael Petit, 51, Senior Vice President and President, Bankyupervices. Mr. Petit joined Portfolio Recoverysasiates in 2003 to
lead the Company’s efforts in purchasing bankrgptscmer accounts. Mr. Petit brings diverse opearatjdinancial and transactional
experience to PRA. Prior to joining PRA, Mr. Petds Managing Director and Head of the Core and Conications Technologies
Group in the Investment Banking Division of Pacificest Securities. Mr. Petit has also held semweestment banking positions with
Jefferies & Company and Banc One Capital Marketsrevthe focused on M&A, private placement and resiring transactions.

Mr. Petit received a B.S. in Mechanical Engineefiragn the University of Illinois and an M.B.A. froffihe University of Texas at
Austin, both with honors

4 Neal Stern, 42, Senior Vice President, Chief Operating Offié@wned Portfolios. Mr. Stern joined Portfolio Reeoy Associates in
January 2008 and is responsible for all owned plisttollection activity, including call centergdal outsourcing, collection agency
outsourcing, probate, customer service, and pastéallection strategy and analytics. He has extenexperience running multiple call
centers of substantial scale. Mr. Stern was masimtéy a senior executive with the Target Corporatrunning collection and customer
service vendor management operations. Mr. Steema@dd the University of Minnesor

5 Craig Grube , 50, Executive Vice President, Chief Acquisitiondi€Hr. Mr. Grube joined Portfolio Recovery Assoeisin 1998. Since
that time, he has been responsible for the Comgany’chase of portfolios of core defaulted consumegivables. Prior to joining the
Company, Mr. Grube worked on distressed commelagals at Continental lllinois National Bank fordiyears in Chicago and was the
Senior Officer and director of Anchor Fence, Irccommercial manufacturer and distributor, for #ang. Mr. Grube received a B.A.
Degree in Psychology from Boston College and an.¥.B Finance from the University of lllinoi

6 Kent McCammon , 44, Senior Vice President and President, RevEmiancement Services and Business Development.
Mr. McCammon joined the Company in 2007. All of Bempany’s fee-for-service businesses, including FRvernment Services,
LLC, MuniServices, LLC, PRA Location Services, LL&hd Claims Compensation Bureau, LLC, report toMtCammon. He also
maintains responsibility for Portfolio Recove
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Associates’ business development and mergarigitign activity. Mr. McCammon has extensive baakmd in the finance industry,
including serving as Managing Director of Shamrettkdings, the investment arm of the Disney famiity,three years before joining
PRA. He also served in leadership roles at Tradéfishing, LLC, Atlantic Capital Management, Sc&tStringfellow, Lehman
Brothers, and Smith Barney. Mr. McCammon earned3a 8egree from the Mcintire School of Commerce amd1.B.A. from the
Darden Graduate School of Business, both at theddsity of Virginia.

7 Judith Scott , 65, Executive Vice President, General Counsel awleSary. As the Company’s chief legal officer, I8sott manages
the Company’s legal affairs. Ms. Scott joined tr@r@any in March 1998. Her prior experience inclusiervice for the Commonwealth
of Virginia, first as Assistant Attorney Generagxas Senior Counsel for the Virginia Housing Depment Authority and
subsequently as Senior Counsel to the Governoirginfa. She later served as General Counsel fmmaputer manufacturing company
in Norfolk, Virginia. Prior to joining the Companghe was Director of Old Dominion Universigy/irginia Peninsula campus. Ms. St
received her B.S. in business administration frangixia State University, a post baccalaureate eegn economics from Swarthmore
College, and a J.D. from the Catholic Universityu®abus School of Law

EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Overview of Compensation Program

This compensation discussion and analysis desdtilgamaterial elements of compensation awardegbtmed by, and paid in 2010 to each of
the executives identified in the Summary Compengaliable on page 40. For a complete understandingreexecutive compensation
program, this Compensation Discussion and Anabfsigild be read in conjunction with the Summary Cengation Table and other
compensation disclosures included elsewhere irRtagy Statement.

2010 Performance

Since its Initial Public Offering in November 20@Brough 2010, a period including the global finahcrisis, the Company has enjoyed a
compound annual growth rate in net income of 264riiy that same time period, the enterprise vafube@Company has increased from
over $200 million to $1.6 billion. The Company stdysolidly profitable throughout the economic dawnt even as many competitors
reported losses, a function of conservative acéogmolicies and accurate underwriting, even infdee of a weak consumer market. This
achievement was a result of a number of actiorsntély the CEO and the executive management teduding (1) prudently but
aggressively investing in portfolios of bankruptiatefaulted consumer loans, (2) adding talentéatanagement team through strategic
hiring and (3) improving operating efficiency anebguctivity through investments in scoring, undetiwg technology and predictive dialer
capacity. In 2010, the Company emerged from thentiorm with record results in a number of key metric

Performance highlights include the following acl@ments in 2010:
* Increased revenue 33% to $372.7 milli
» Achieved a 44% growth in cash collections and 37étith in cash receipt:
» Achieved net income attributable to the Company#8.5 million, or $4.35 per diluted sha
» Increased collector productivity across all catltegs, averaging approximately 33% over the préar)
» Stock price increased approximately 68% in 201fmared to a 17% increase for the NASDAQ and 13%herS&P 500
* Raised $72 million in a public stock offerir
» Purchased $6.8 billion of debt for a $367.4 milliomestment
» Entered into a new $407.5 million credit facili
» Ended the year with shareholc’ equity of $490.5 million
* Was recognized bForbes as one of Americ's 100 Best Small Companies (#4

» Acquired a majority interest in Claims Compensattureau, LLC.
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In 2010, 76% of total executive compensation was@auebased, and contingent on performance. The Compensadbmmittee believes tt
the compensation programs and performance incentivelace in 2010, as more fully described belocontributed to the achievement of the
Company'’s extraordinary financial and operationgtomes. The total compensation paid to the Conipaxecutives in 2010 reflects the
Compensation Committee’s recognition of the exeegticontributions to the Company’s financial penf@ance.

2010 Compensation Highlights

The Company’s executive compensation program censighree key components aimed at rewarding atadning the Company’s named
executives: base salary, annual bonus compensaiiong-term equity-based incentive compensatidhe form of nonvested shares and
LTI stock awards. Except for base pay, executivapensation is principally “at risk” and varies béiem the performance of the Company
and on individual, departmental and Company peréoree. In 2010, at-risk pay represented 76% of tataipensation for the executives
named herein. Company performance is evaluated &rwoariety of perspectives, including absolute gantance, performance relative to the
Company’s peers; return measures including totaletiolder return relative to its peers and returequity, and earnings per share.

» Cash bonuses paid to the executives named Heret@10 performance averaged 162% of target, agfig strong financial and
individual performance during 2010. As a percertaofet, bonus payouts for 2010 performance wegkdrnithan bonus payouts for
2009 performance, which averaged 89% of tai

» Base pay for named executives rose 4%, on avenag@lo.

* In 2010 the Company modified its Executive Shal@ing Policy based on the recommendations and/sisabf FW Cook, requiring
that executives retain 100% of after-tax net psadit their equity compensation until a pre-deteedimultiple of salary ownership is
met. The revised executive shareholding targetemaugage 35 of this Proxy Stateme

* A 2010 LTI Plan was adopted by the Board in Jan2810. The 2010 LTI Plan focuses on four key &ptn: 1) share price
appreciation, 2) performance against peer compadjasternal financial objectives, and 4) retentidhe 2010 plan includes an
additional retention incentive that was not in 2099 LTI Plan of time vested shares equal to oird-tf each executive’s target
equity award

CEO Compensation

As a result of the Company’s strong 2010 performeatite CEO received a cash bonus valued at $1850stock bonus valued at $91,884
and a long term equity grant of approximately $0,280, based on the fair value of the shares ekstovarded, using the closing price of the
Company’s stock as of the grant date. The awardoeifully realized only if the Company achievegdfic performance metrics over a three
year period (201-2013). The CEO receives no perquisites or perisémefits, other than the benefits discussed on gage

In an executive compensation review completediferGompensation Committee by FW Cook in Decemb#&d 2he CEQ’s 2010 base pay
of $520,000 was determined to be below thé& pBrcentile of a group of 14 peers with a mediamnee of $420 million, net income of

$57 million, market capitalization of $878 milliototal assets of $894 million and 2,026 employ&ass compares to the Company’s

$373 million in revenue, net income attributabléite Company of $73.5 million, market capitalizatimf $1.3 billion, total assets of

$996 million and 2,473 employees as of DecembeR310. The Company’s CE®total cash compensation (salary plus cash bdaugp10
of $1.7 million exclusive of equity compensationmpares with the total compensation of like posgifor this peer group of $1.2 million at
the 50t percentile and $2.0 million at the Mpercentile.

In January 2011 it was determined that none opt#réormance shares issued under the 2008 LTI maoribed on page 33 in this Proxy
Statement, would vest pursuant to terms of that.jflae CEO had been awarded 13,000 shares und20@8eL T plan, all of which were
cancelled.
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Compensation of Other Named Executives

Kevin Stevenson Mr. Stevenson is a co-founder of the Company, asldeen its Chief Financial Officer since 19961iesleader of the
Company'’s financial organization, Mr. Stevenson xesn responsible, among other things, for ensuthiagthe Company has had adequate
capital to achieve its growth objectives. Throughte life of the Company, including the globaldircial crisis, Mr. Stevenson has been
responsible for anticipating the Company’s capit#ds and has raised both debt and equity in mrffiamounts to permit the Company to
aggressively buy well priced distressed financisleds while many of the Company’s competitors weapgtal constrained. During 2010,

Mr. Stevenson led both a $72 million equity offgrimnd the renewal and expansion of a $407 milkmolving credit facility.

Mr. Stevenson'’s leadership extends to the Inforomafiechnology Department and the Facilities Depantirboth of which report to him.

Mr. Stevenson'’s financial goals generally mirravgé of Mr. Fredrickson. In recognition of Mr. Stegen’s performance, he was awarded a
cash bonus of $800,000, a stock bonus valued a@662nd a long term equity grant of approxima$890,000 that will be fully realized
only if specific performance metrics are achievedra three year period (2011-2013).

Michael Petit . Mr. Petit, Senior Vice President and PresidentafilBuptcy Services, has led his department sisdadeption in 2003.

Mr. Petit built the department, including oversiglithe models, underwriting, operations, and se#ationship development, working
collaboratively with the other areas of the Compang utilizing the available corporate infrastruetuMr. Petit has also been responsible for
the highly accurate bankruptcy underwriting restiits Company has achieved since starting this MmitPetit’s goals and objectives include
maximizing bankruptcy debt purchases within appddaesels of return, as well as the short and l@mgtperformance of acquired portfolios
relative to original underwriting forecasts. Mr.tiPe performance was judged as exceptionally sirion2010 as bankruptcy portfolios
purchased during 2010 exceeded forecast by 116%g partfolios bought in 2009 exceeded forecasbbye during 2010 and by 60% life to
date. The 2008 portfolios were 12% under their 20t6cast in 2010 and finished the year at 4% alfonexast life to date. The 2007
bankruptcy portfolios performed 20% lower than &@st in 2010 and are performing 2% below foredtestd date. The 2006 and earlier
portfolios were performing 19% under forecast il@@nd were exceeding their life to date forecgst1¥ at the end of 2010. Portfolio
performance data is based on cash collectionstdfoperformance data based on internal rate tofrremay be different, depending on the
timing of cash collections. Despite an aggressashcollection goal of year over year growth of 788. Petit's business unit exceeded its
goal, producing cash collections of $187 million guowth of 116%. Mr. Petit also managed operatirgenses well, creating operating
margins in excess of his budget. For his perforrman@010, Mr. Petit was awarded a bonus of apprateély $1.2 million consisting of a
cash bonus of $973,500 and a stock bonus valugtia516. Mr. Petit also was awarded 3,332 shardseo€ompany’s stock in

February 2010, and an LTI grant of $600,000 thé#ithi fully realized only if specific performanceeinics are achieved over a three year
period (2011-2013).

Neal Stern. As Senior Vice President — Chief Operating Offid@wned Portfolios, Mr. Stern leads all call cergetivities and personnel
nationwide. In his first three years after joinilhg Company in January 2008, and throughout thieadliinancial crisis, Mr. Stern has
developed and implemented strategies that haverdaperating efficiency up 33% (as measured byadotecovered per collector hour paid
excluding legal and purchased bankruptcy trusteevexies), from $87.13 to $100.26. Mr. Stern’s watve methods drove strong results in
2010, with non-bankrupt cash collections growingw® $342.8 million. Mr. Stern is also largely respible for the dramatic buildut of the
Company’s internal legal process, which experiergresvth of 118% in cash collections in 2010 ove®@20Mr. Stern has driven compound
annual growth of 103% in the internal legal chargiiete 2008. For his performance in 2010, Mr. Stesis awarded a cash bonus of $600
and a stock bonus valued at $46,508. Mr. Sternralsgived a long term equity grant of approxima@&90,000 that will be fully realized
upon the Company'’s achievement of specific perforceametrics over a three year period (2011-2013).

Craig Grube . Mr. Grube has led the Core Debt acquisitions graupuding underwriting, analysis and marketingnira 998 through 2010.
Mr. Grube has been instrumental in building the @any’s strong reputation and relationships withesglof consumer debt, eventually
buying accounts from virtually every large consuteader in the United States. Mr. Grube has alsyseen the evolution of the Company’s
increasingly sophisticated underwriting and accaunalysis process and is largely responsible attturate underwriting decisions the
Company has made over time.
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Mr. Grube’s goals and objectives include maximizioge debt purchases within specified levels afrreas well as the short and long term
performance of acquired portfolios relative to ora underwriting forecasts.

Mr. Grube’s performance was judged as very stror20il0 as core portfolios purchased during 201@eded forecast by 29%, while
portfolios purchased in 2009 exceeded forecastlBy during 2010 and by 42% life to date. The 200&fplios performed 17% under their
2010 forecast in 2010, and finished the year 11%euforecast life to date. The 2007 portfolios parfed 7% under their forecast in 2010
are 7% under forecast life to date. The 2006 arlieeportfolios performed 25% over forecast forlRCand were exceeding life to date
forecast by 41% at the end of 2010. Portfolio penfance data is based on cash collections. Porgielitormance data based on internal rate
of return may be different, depending on the timifigash collections.

For his performance in 2010, Mr. Grube was awaaledsh bonus of $505,000 and a stock bonus vatu#2D& 85.

Kent McCammon . In 2010 Mr. McCammon was promoted to the positbRresident, Revenue Enhancement Services aridd3ss
Development and Strategy. In his new role, Mr. Mm@eon became responsible for all fee for servicénasses, in addition to his former
business development responsibilities. Howeverptbenotion occurred late in the year and so hifoperance was not judged under the
expanded role. Since joining the company in 2007,MtCammon has built the Company’s Business Deraknt Department, leading the
Company to a number of strategically and finangiallccessful business acquisitions. During 2018euiMr. McCammon'’s initiative, the
Company acquired a controlling interest in Clainmsrpensation Bureau, a processor of securities alztimn and anti-trust legal claims.
During 2010 that acquisition performed in line witlecasts. Following his promotion, Mr. McCammdsoamoved quickly to drive positive
change in the fee subsidiaries, making a numbeffettive management and restructuring changesMd€ammon also successfully built
additional expertise in the Business Developmerngabenent.

Prior to his promotion, in addition to the specffierformance of acquired companies, Mr. McCammdinancial goals tend to mirror those
Mr. Fredrickson and the corporation as a wholdigint of Mr. McCammon’s 2010 performance, he wasaled a cash bonus of $500,000
and a stock bonus valued at $38,807. Mr. McCamnismraceived an LTI grant of approximately $400,8@& will be fully realized only if
the Company achieves specific performance metries @ three year period (2011-2013).

Judith Scott . Ms. Scott has been General Counsel of the Company $4998. Ms. Scott has been responsible for imgjlthe Company’s
highly efficient and effective Office of General @tsel, which handles all corporate transactiondlemployment matters, compliance iss!
attorney general and regulatory communicationseguwent relations, SEC filings, insurance, and rotiegporate legal matters. Under

Ms. Scotts leadership, the Company has become a complieadet in the debt purchase industry. Since Mst8oets not have an operat
unit that produces revenue, her financial goald termirror those of Mr. Fredrickson and the cogtimn as a whole. In light of Ms. Scott’s
2010 performance, she was awarded a cash bon@90fdP0 and a stock bonus valued at 23,254. M4t 8lso received an LTI grant of
approximately $250,000 that will be fully realizedly if the Company achieves specific performanegrivs over a three year period (2011-
2013).

Except for the benefits listed on page 39, the Camgfs executives receive no other perquisites osjo@ benefits.

Compensation Framework

The Company'’s total executive compensation packagased on a motivational pay for performancedstedh consisting of a combination of
base pay and incentives that are competitive imdlerant marketplace and are reflective of théviddal’'s performance and the Company’s
financial performance. The goal of the Company’'scexive compensation program is to provide a wiatpensation package for the
Company’s executives that is fair, reasonable,cmdpetitive. The executive compensation packagsistsnof base salary, annual cash
incentive compensation in the form of bonuses, ftmmm equity-based incentive compensation and litenef
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Given the absence of supplemental perquisites fiteaad plans, cash incentives and equity comp&msprograms are critical to
maintaining the competitiveness of the Companympensation arrangements. Executive compensatiaricshe linked, directly and
materially, to the Company’s overall performancd aach executive’s individual performance, and &hoeward past performance and
motivate future performance.

Through its practice of granting equity awards, ¢tbmpensation program promotes and rewards an éxesutenure and longevity with the
Company, as well as the executive’s role in the gamy’s overall financial performance. The Comparhy&orical philosophy has been to
establish a base salary structure that is relgtios¥, when compared to its peer group, and to ipleadditional compensation through bonus
and equity performance incentives, that taken tagygtroduce competitive total compensation.

Compensation Elements

The total executive compensation package condisiase pay, annual bonus and equity incentive cosgi®n. In 2010, atisk pay average
76% of total compensation for the executives natrexdin.

Principal Objectives Features
Base Pay
* To attract executive talent in the markets in whtods Company e Initially established based on employees’ priorexignce and
competes anticipated contribution, the scope of their regiloilities and the
» Recognizes and rewards the experience and skélisthployees applicable market compensation paid by other comegeor similar
bring to the Company positions
* Provides motivation for career development and eoément * Fixed annual cash payments, benchmarked againketrdata and

* Ensures that all employees receive a basic levebwipensation reviewed annually after employment
* Not dependent upon the Company’s achievement peittormance

goals
Bonus
* Provides pay differentiation based on performance * Financial and non-financial goals are set by tharBo
» Rewards superior performance » Minimum financial achievement bonus targets andviddal
* Provides incentives to executives to meet or expeefitability achievement bonus targets are stated in employaggaements*
targets » Bonuses are typically paid in cash in the firstr¢grafor the prior
» Rewards those most accountable for long-term fiignc yeal's performance. Bonuses paid for 2010 performanae paid in
performance both cash and fully vested shares of the Com’s common stock
Long-term Equity Incentives
* Attracts and retains talented employees » Consists of nonvested time-based shares of the @oyigpstock, and
« Aligns executives’ interests with those of the Camg's performance-based shares
shareholders  Performance-based shares vest only upon the Conspactyievement
» Promotes long-term accountability of specified targets
» Motivates outstanding performance » Time-based nonvested shares generally vest 20%epeiover a five
» Rewards employment longevity year perioc
* Provides significant equity to those most accouetédr longterm < Grants reflect consideration of each executivetégpmance and
financial performanc expected contributions to overall financial res

1. Base Pay

Base Pay provides a baseline level of executivepemsation, which is in most instances, set on divitlual basis at the time the employee
enters into an employment agreement with the Comnp@arupon promotion or other change in job resfalitees. The objectives of base pay
are to provide salaries at levels that allow thenBany to attract and retain highly qualified exemg, and to recognize and reward indivic
performance and experience. Historically, baseh@sybeen low as compared to the Company’s peepgama has been augmented through
bonus and equity performance incentives. When ohitémg base salaries the Company considers, amiag factors, peer group market
data, as well as the Company’s interest in retgitiie executive, the executive’s previous expedencope of responsibility and future
potential. Pursuant to their employment agreemexesgutives who continue employment with the Corggaceive a minimum annual base
pay increase of 4% over their previous years’ ipase

2. Annual Cash Bonus

Three-year employment agreements with executivesedaherein, entered into on January 1, 2009, pediddan annual bifurcated cash
bonus based on individual and financial performaite amount of the individual portion of the anineesh bonus is determined based upon
the executive’s performance during the prior opegayear, compared to goals for that year as amutdy the Board. The individual
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portion of the cash bonus is paid if the execuiy@rsonal performance is in conformance with Campmlicy and with the executive’s past
levels of performance, and if the executive hastireperformance expectations of the Compensatamnittee. The financial achievement
bonus will be paid if, and to the extent that tesults of operations achieve the goals set foydiae. If (i) the results of operations for the year
exceed the net profitability goals and (ii) the @xé/e’s performance is determined to have exceeggpdctations, the amount of the Annual
Cash Bonus may be increased in recognition of dugesk to which results exceeded such goals, ardetiree to which the executive
contributed to the Company’s superior performarselts as determined by the Compensation Committee.

On the recommendation of the Compensation Committddarch 2010, the Company’s Board of Directaisted the Company’s Annual
Bonus Plan, which was approved by the Company’sesiadders at the 2010 annual meeting. The AnnualBdlan provides the
performance metrics which are used in the detertioimaf the Annual Cash Bonus awards to executffieess. The Compensation
Committee may exercise negative discretion to adfiesbonus that may otherwise be payable undsetperformance metrics. The factors
considered in applying negative discretion for 20iduded net income and revenue growth, earniegsipare, appreciation in share price,
strategic acquisitions, financing and other capa@ding transactions. The Compensation Commité®Isonus targets so that the executive’s
total cash compensation (base salary plus Annusth ®anus) will be within a competitive range (gellgrat the 50th to 79 percentile of
comparable executives) if individual and finangaltformance targets are met. Bonus targets aressgu as a percentage of the executive’s
total compensation. The annual cash bonus is pattet Company’s executives in the first quarteeath year, based on the prior year’'s
performance. Bonuses are calculated using a thogets framework under which each executive hasha$opportunity expressed as a
percentage of base salary, based on annual biarcash bonus targets for individual and finanpéformance. The Compensation
Committee has long been of the opinion that atditnulaic approach to bonus determination cowtkptially encourage greater risk taking
and skew the focus of executives toward shorten-ferancial performance at the expense of pruddniliding the business and the
organization for the long term, and that a morgilflle approach helps to ensure that executivesatrerovided incentives to take
inappropriate risks in order to meet short-ternaficial objectives. Additionally, the Compensaticon@nittee believes that a strict formulaic
approach might provide a disincentive for execit@change course or reallocate resources wheessary to respond to unforeseen
opportunities, because they may be reluctant keeefiursue or to stop pursuing any initiativehéd financial portion of their performance
would be impacted.

Establishment of Bonus Pool

Each year, the Compensation Committee establishastabonus pool, the initial size of which is bEsted based upon budgeted net incc
The Compensation Committee may adjust the bonukgmabthe individual bonus amounts awarded, basezbgoorate and individual
performance, both financial and non-financial. Wkerporate performance is strong, the Compens&@nmittee generally approves higher
bonuses in the aggregate than it does when cogppeaformance is weaker. The Compensation Comnatseetakes into consideration
mitigating factors affecting financial performanesd does not apply a strictly formulaic approactétermining either the individual or
financial performance portions of the bonus awhr@010, the initial size of the cash bonus pooldibexecutives was set at 6.95% of the
Company’s budgeted pre-tax net income before berpense. In recognition of the Company’s exempiiaancial performance in 2010 the
Compensation Committee voted to increase the bpoalksto include an additional amount to be paithmform of immediately vested
restricted stock.

The annual cash bonus plan is split between indalidnd financial components.

Individual Performance Factors.

» The individual portion of the annual cash borspaid if the executive’s performance is in confante with Company policy, the
individual's past levels of performance and the performanpectations of the Compensation Commit

» Following are individual objectives for each exeeetcommunicated at the beginning of the fiscalry
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Name Individual Performance Objectives
Steve Fredrickson Objectives relating to financial results, overatdlership, success in
implementing specific organizational changes, éiffeaess in investor
communications and other individual objectiv

Kevin Stevenson Obijectives relating to capital adequacy, investnagat management, budgeti
balance sheet management, financial reporting ecauating, effectiveness in
investor communications and other individual objess.

Michael Petit Objectives relating to departmental financial resuhvestments in bankrupt
accounts, the executive’s planning and executiepattmental leadership and
other individual objectives

Neal Sterr Obijectives relating to leadership, the financiafpenance of purchased
portfolios, administration, planning and executadrportfolio strategies and
other individual objectives

Craig Grube Objectives relating to the executive’s leaderstipestments in consumer
accounts, core debt buying, the impact of purchasedunts on financial
results, results vs. budget and other individugctives.

Kent McCammon Obijectives related to effectiveness of strategieatments, subsidiary
performance and profitability, results vs. budgad ather individual objective

Judith Scott Objectives relating to executive leadership, mansye of the Company’s
legal affairs, departmental organization, risk ng@maent, budgetary control
and other individual objective

e The actual individual bonus plan payout is basea subjective assessment of performance agaidstgoals with no weighting
assigned to any of the specific objecti

e The CEO provides individual bonus payout reconua¢ions to the Compensation Committee for its aarsition and the
Compensation Committee independently determine€Hf€ s bonus payou

Financial Performance Factors

The Compensation Committee evaluates the Compaeyfermance against specific financial and stratpgrformance targets set at the
beginning of the year. In 2010 the CEO and the 8aat the financial targets shown on the tablevbeldhe 2010 financial targets were
aggressively set, with growth in revenue of 22%,imeome of 31%, and EPS of 32%. The Company’sadtuancial results were
substantially above the aggressive 2010 targeiadasated in the table below.

Goal 2010 Target 2010 Actual 2009 Actual
Revenue $343.7 millior $372.7 millior $281.1 millior
Net Income $58.2 millior $73.5 millior $44.3 millior
Operating Expenses to Cash Receipts F 43.1% 41.(% 46.2%
Cash Collection $463.8 millior $529.3 millior $368.0 millior
Earnings Per Sha $3.7¢ $4.3¢ $2.87

The primary financial performance objective in 2@k the achievement of budgeted corporate netiaarf $58.2 million. The Company
achieved total net income attributable to the Comgpf $73.5 million, which was 26% in excess of @@mpany’s budgeted financial target
and 66% higher than the Company’s 2009 net incdihe.Company’s executives were paid financial agnsent bonuses ranging from
123% to 289% of targeted bonus, based on the Cosafien Committee’s assessment of their impact em#t income of the Company in
2010, a subjective determination of each execudigentribution to risk and loss mitigation, andestrelated factors. The financial portion of
the annual cash bonus is determined based upaxtéet to
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which the executive or the executive’s departmentributes to the Company’s overall financial pemriance. If the Company fails to achieve
stated goals or the executive’s performance israéted not to have met expectations, then the amdwany, of the bonus will be
determined by the Compensation Committee, giviagoaable consideration to any intervening or extliaary events or circumstances that
might have given rise to such shortfall.

Although total net income was a factor in determgnihe financial performance component of execstilienuses, the Committee also
considered other factors. In addition to overalifany net income, the Compensation Committee redesepartmental financial
performance results, as applicable, taking intesi@ration the role that each department was eggéotplay in contributing to overall
Company performance in 2010. The Compensation Ctiegremployed both objective and subjective fadtodetermining executive
bonuses, in order to consider and weigh all isthiisit may deem relevant to an executive’s coatidn to the Company’s overall
performance. These may differ from period to perat from person to person. The Company doesulmicty disclose the specific busine
plans or goals of its departments because thatt#ion is considered confidential business infdiomeand is not material in this context ¢
to the subjective nature of the overall bonus deiteation. Due to the subjective factors which citatt a significant portion of the actual
bonuses awarded, the disclosure of specific degatmhperformance goals would not enable the imvggtublic to calculate with certainty
any of the Company’s executives’ bonuses by apglgispecific formula. Further, departmental perfamge goals are not disclosed because
they are based on business plans that, if puldisiglosed, would provide competitors and othedtpiarties with insights into the Company’s
planning process and strategies, and becausedtledlire of this information would significantly frair the Company’s ability to compete
effectively in the marketplace.

Although the Committee did not apply any specifienerical formula in determining the bonuses awayrtlegibonuses recognized each
executive, as appropriate, based on the finanerdibpnance of the business units for which theyewesponsible, taking into consideration
the economic conditions in which they were operatin

2010 Bonus Targets and Bonuses Earned

The bonus targets for the executives named heasihthe bonuses earned by them in 2010 (includidgianal bonuses paid in immediately
vested restricted stock) are included in the cheldw.

Bonus Targets as % o 2010 Target Bonus
of Base Pay Earned as % of Target Bonuses Awardec

Name Individual Financial Individual Financial Cash Bonus Stock Bonus Total

Steve Fredrickso 50% 11C% 10C% 17(% $1,185,00! $ 91,88 $1,276,88
Kevin Stevensol 50% 117% 137% 17(% $ 800,00( $ 62,06! $ 862,06:
Michael Petit 64% 112% 15(% 235% $ 973,50( $ 319,51¢ $1,293,01
Neal Sterr 10(% 10(% 125% 15(% $ 600,00( $ 46,50¢ $ 646,50¢
Craig Grube 48% 93% 10(% 15(% $ 505,00( $ 39,18t $ 544,18
Kent McCammor 57% 127% 12(% 14€% $ 500,00( $ 38,807 $ 538,80°
Judith Scot 37% 57% 10€% 125% $ 300,00( $ 23,25¢ $ 323,25

3. Long Term Equity Incentives

Equity incentive grants are designed to providdtggqumpensation that is primarily linked to longerm corporate performance. In asses
executive performance, the Compensation Committesidered performance against these and othertaigigand noted that the Compasy’
executive officers performed well against theiribass objectives, and made strategic investmerz810 to position the Company for the
long-term. The Company utilizes a combination afvested share awards and LTI incentive awards bas@dultiyyear cumulative corpora
performance goals to focus executives on sustgirgdrmance over a multi-year period. If the parfance targets specified for achievement
of the LTI Shares are not met or exceeded, thedeudsshares do not vest. The performance targetiedign, promote the achievement of
strong and sustained financial performance, andireguch achievement for a payout. The Compang\ed that equity awards serve to
motivate outstanding performance, provide execativith the potential to earn additional shareshef€ompany’s stock, provide specific
financial goals that are tied to shareholder valug encourage and reward employment tenure. Reatieh in LTI programs is limited to key
employees who are in a position to have a sigmificapact on the achievement of the Company’s firergoals and those who provide the
long-term strategic leadership necessary to acdsmfihancial goals. Consistent with the
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company’s compensation objectives, individualsiglhér executive levels and those with greater arite over the Company’s financial
performance generally receive a significant prdporof their total compensation in the form of @guirhe Compensation Committee may
approve the award of equity grants to new hirg¢heatime of their hire in order to align them asclly as possible to shareholder interests, if
circumstances warrant. The LTI programs contaifoperance targets designed to provide executives té potential to earn additional
shares of the Company’s stock and provide them sy#ific financial goals. In order to receive guigy award, the executive must be a full-
time employee as of the award date. Any sharesis®d (“LTI Shares”) will be awarded in fully pastiares of the Common Stock of the
Company.

Linking Executive Compensation to Shareholder Retuns. The Company’s LTI awards of nonvested shares o€Cihpany’s common
stock are designed to motivate the Company’s ekexito remain employed by the Company, and togniggocus on longerm shareholde
value. The LTI performance targets are designgudeide executives with the potential to earn addél shares of the Company’s stock and
provide them with specific financial goals that eel to shareholder value. The number of shar@sntfay be earned is based on a variety of
financial performance measures, which have inclieedings per share (“EPS”), return on shareholaersty (“ROE”), return on invested
capital (“ROIC"), and total shareholder return (‘RS relative to the Compensation Peer Group dalt@ Compensation Committee chose
these metrics as the objective performance meafurédse Company’s LTI awards in order to providdii@ct link between the Company’s
performance and shareholder value. These metsospabvide easily understood numbers that allovdédimitive determination of the
achievement of performance metrics.

(a) 2008 LTI Program . Key executives of the Company were granted LTdr8& during 2008 pursuant to the 2008 LTI Progthm,
vesting of which is dependent upon the Companyseaement of both a targeted percentage Returmwested Capital (“Target
ROIC”) and a cumulative three year ROE and EPS:tdag performance periods ending December 31, ZOldrget EPS”). Any
shares earned would be awarded in the first quafte®@11. The 2008 LTI Program provides that 10G%he LTI Shares will be
awarded if the Company achieves both the TargetORDId Target EPS, and that no LTI Shares will veste awarded if the
Company’s ROIC is less than 13.5% during the peréorce period. If the Target ROIC is met, the nunafeshares awarded could
range from 0% to 200% of the targeted LTI Sharepedding on the actual EPS performance. The miniffiarget EPS for the 2008
LTI Program is $11.34, for the performance perindieg December 31, 2010. Based on the Companyésdial results for the
performance period, the 2008 LTI Program did netiltein an award of LTI Share

(b) 2009 LTI Program. The 2009 LTI program’s performance criteria (“Pemfi@ance Criteria”) are (1) the extent to which trenpany
achieves its EPS, as stated in the Company’s amepaits filed with the SEC, with respect to fisgaar 2009 (theEPS Performant
Period”); (2) the extent to which the Company acégeits target ROE over a three year performandegbeginning on January 1,
2009 and ending on December 31, 2011 (the “ROE/P&Rormance Period”) and (3) TSR relative to thenfensation Peer Group
during the ROE/TSR Performance Period. The extenthitich any 2009 LTI Program Shares may be awaisibdsed upon the
extent to which either or all of the PerformancéeZia are met. A number of Performance Sharegjingrfrom zero to 200% of the
target shares, may be awarded based upon the Cygtapahievement of the Performance Criteria. Purst@athe 2009 LTI
Program, onehird of the shares earned for the EPS goal duliadgePS Performance Period would have been awafdsined. Thi
ability of the 2009 LTI grantees to earn one tlifdhe 2009 LTI Shares was determined on Decembe?@)9, based upon the EPS
performance targets stated below. The Company’spgePfBrmance finished at $2.87, which was belownttiir@mum threshold of
$3.20 required to earn the first one-third of thares granted under the 2009 LTI plan; therefaeE RS target shares were eligible
for award. However, if the ROE and TSR performamegrics for the remainder of the 2009 LTI performeuperiod are met, the
remaining two-thirds of the shares granted maybarded. All of the ROE and Relative TSR PerformaBhares earned, if any, will
be awarded on or before March 31, 2012. In evesg cde three Performance Criteria are computed &fking into consideration
the costs of the LTI Prograr

(c) 2010 LTI Program. The 2010 LTI program focuses on four key perforngaglements: 1) share price appreciation, 2) interna
financial objectives, 3) performance against peenganies, and 4) retention. The retention elementighes time vested share awe
equal to one-third of each executive’s target ggantard. The performance targets may be achievedawne to three year time
period and vest over a two to three year time perd awards are paid in shares of fully paid &tdgshares may be earned by
achievement of EPS targets in 2010, and ROE andpesfermance relative to a peer group, over a 2012 performance period
(the “ROE/TSR Performance Period”). One third affeaxecutive’s target performance based LTI awaagl be earned in each
category.
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(i) 2010 EPSOne third of the 2010 LTI performance shares tawarded was determined at the end of 2010 bas#teon
achievement of the 2010 EPS targets. Based upd@dhgany’s performance during 2010, it was detegohitnat the 2010 EPS
target shares were earned. The shares earnedegfilbver the next two years, with 1/2 of the shheisg paid on 12/31/2011 ¢
the remainder on 12/31/2012. The amount of shaasaere earned was determined based on the foldptables, and those
earned in between thresholds was determined usiearlextrapolatior

EPS Value Target Shares Earned (%
Less than $3.2 Zero
$3.47 50
$3.78 100
$4.12 150
$4.49 200

(i) 2010-2012 ROEOne third of the 2010 LTI Performance Shares véldetermined as of December 31, 2012, based upon th
Company’s achievement of a three year annualizeB B@al which will be calculated quarterly over ROE/TSR Performance
Period. To the extent that actual ROE falls betwagnof the threshold amounts indicated in theetéigllow, the number of
Performance Shares awarded will be determined d{ttmpensation Committee based on an interpolatbmeen the ROE
ranges in the table belo

Value Target Shares Earned (%
Less than 15.09 Zero

15.0% 50

16.5% 100

19.5% 150
21.0% or more¢ 200

(iii) 2010-2012 Relative TSROnNe third of the 2010 LTI Performance Shares véldetermined as of December 31, 2012 based
a three year calculation of the Company’s achieverotrelative shareholder value over the ROE/T®RdPmance Period,
which will be calculated by comparing one-thirctioé TSR of companies in the NASDAQ stock market avalthirds of the
TSR of the Compensation Peer Group. To the extexithe relative TSR falls between any of the thoésamounts indicated in
the table below, the number of Performance Shavesded will be determined by the Compensation Cdtembased on an
interpolation between the TSR ranges in the tablevi.

Value Target Shares Earned (%
Below 35t percentile Zero
35thpercentile 50
50th percentile 100
90t percentile or mor: 200

The award of any shares earned under the 2010 ogram will be contingent upon the executive baintployed as of December 31, 2012,
with the exception of the EPS target shares. Exezsientitled to receive EPS target shares musthiioyed on December 31, 2011, when
50% of those stock awards will be paid.

The Company has never back-dated or re-negotiatgeéguity awards. The Company has no specifiedpalbncerning the timing of equity
awards; however, the Company does not grant eqaitypensation awards in anticipation of the reledigseaterial nonpublic information.
Similarly, the Company does not time the releasmaterial nonpublic information based on equity mlgrant dates. The Company did not
grant any stock option awards in 2010.
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Establishing Executive Stockholding Targetsln order to further align executives’ interestshwitose of the Company’s shareholders and
assure that management focuses on the appromigddrm initiatives designed to increase sharedroldlue, the Compensation Committee
has established stock ownership guidelines fdeaysexecutives. Ownership by executive officereaiity in the Company serves to align
their interests with those of the Company’s shadgrs and demonstrates to the investing publicadinaf the Company’s other employees,
senior management’s commitment to the Company.Cldrapany’s targeted executive stockholdings polstatlishes for each executive
officer, as well as other executives and managekey leadership roles, individual equity ownerstals.

In the first quarter of each year, the Compensafiommittee is provided the results of a report Wwtshows the extent to which the executive
has met the applicable ownership guidelines. Tdp®rt also includes the executigdiase pay, total compensation, anticipated baargstec
stockholdings, actual stockholdings, increase orafese in actual stockholdings during the year,thadmount of both awarded and vested
options and nonvested shares. Each executive’sogmpht agreement provides that in the event tleataigeted equity goals are not
achieved within the required time frame, the anfiealus may be paid in nonvested stock, ratherithaash, until ownership targets are met.
In accordance with the executives’ employment agergs, the Compensation Committee may determinéhwhebased on the executives’
success in achieving their shareholding targetse®ecutive’s annual bonus is paid in stock, ratihn in cash.

In 2010 the Company’s executive shareholding pokegg amended, with the assistance of FW Cook flecteest practices in the industry.
The specific share requirements for each execatigdased on a multiple of annual base pay, andieecllde shares that are beneficially
owned, directly or indirectly by the executive, loigt not include any shares that have been graotegbtexecutive that have not yet vested. In
accordance with the revised policy, executives metsin 100% of after-tax net profits on equity @@nsation until a prdetermined multipl

of salary ownership guidelines is met. Ownershigédts are set as a multiple of salary, as indicatethe chart below. In order to permit
consistent long term planning by an executive, @stablished, these targets are not reset, expeptthe approval of the Compensation
Committee, in the event of a significant promotadran executive, exceptional equity grants, or ottomsiderations. The matrix below details
the equity ownership targets established for trezetives listed in the Summary Compensation Table.

Targeted Levels of Executive Shareholdings

Name Salary Multiple Share Targets)@
Steve Fredrickso $520,00( 5 39,39
Kevin Stevensol $312,00( 3 14,18:
Michael Petit $244,40( 3 11,10¢
Neal Sterr $228,80( 3 10,40(
Craig Grube $280,80( 3 12,76¢
Kent McCammor $228,80( 3 10,40(
Judith Scot $254,80( 3 11,58:

(1) Based on a stock price of $66 per share. Initseduarter of each year the average closing spoicle for the prior three months will be
computed. If the stock value falls below $33.0@wer $99.00 (50% movement up or down) the shangirement for each executive
will be re-computed using the new three month aver

@ The actual number of shares beneficially ownethieynamed executives on the Record Date is s#tifothe table entitled, “Security
Ownership of Management and Direc” on page 5

Compensation Benchmarking. Executive Compensation should assist the Comaattracting and retaining high quality talentdahoulc
be reasonable in comparison to like positionska tompanies.

In order to appropriately incentivize and retaia thanagement team, compensation packages for theay’'s executives should be
responsive to the current environment and attracivd competitive in comparison to peer compaiessequently, the Compensation
Committee strives to provide executive compensgigckages that include a combination of base pdyrarentives that are appropriate in
the relevant marketplace.

In accordance with its charter, the Compensatiom@itee retained FW Cook as its independent congimmsconsulting firm, to assist it in
the performance of its duties, including the eviduaof executive compensation levels and progrdfidé.Cook has served as the
Compensation Committee’s

33




independent compensation consultant since 2007hasgrovided assistance to the Committee withesp the Company’s executive
compensation programs, executive pay levels andghign of the Company’s incentive compensationpl&W Cook’s assessments have
included the following:

» areview and analysis of the components of cosgu@n (including a comparison of each elemenixetative compensation to
external market rates), in order to determine thmapetitiveness of the Company’s executive comp@nsatlative to that of its peer
group (the*Compensation Peer Grc”),

» recommendations for changes in the Company’s eosgtion structure, to assist the Company in ditbgaanotivating and retaining
key senior level executive

» advice concerning the design and implementatidheoCompany’s Long-Term Incentive CompensatioogPams (“LTI Programg’
its Annual Bonus Plan and Stock Pl

» areview of the executive compensation disclosiréise Compan’s proxy statement, ar
» areview of the Compars director compensation progra

While the Compensation Committee does not belibaeit is appropriate to establish compensatiorl&based solely on benchmarking, the
Compensation Committee believes that informatigarding pay practices at other companies is negiedh useful as it recognizes that
compensation practices must be competitive in thgketplace. Accordingly, the Compensation Commigtegaged FW Cook to assist with
the selection of the Compensation Peer Group viewe analyze and make recommendations with redpebie Compensation Peer Group’s
compensation data and the Company’s policies amcepiures with respect to executive compensatioa.ddmpensation Committee used
peer data to determine whether the Company’s cosgtiem levels are competitive, and to make anyssagg adjustments to reflect
executive performance and Company performance Ciimpensation Peer Group consists of business ssreampanies with a primary
focus on financial services, whose inclusion wasedaon certain metrics, principally revenue, nebime, market capitalization and
complexity, comparable to those of the Company. Chmpensation Committee reviews the compensatitnfdaeach executive in the
Company’s senior management team in comparisonthétitompensation of executives in similar posgiaith similar responsibility levels
in the Compensation Peer Group by pay type (inolytiase salary, annual incentive and long-termnitives). The Company uses
benchmarks of its executive compensation agaies€Ctimpensation Peer Group to enhance its abilitgrt@in competitive in attracting and
retaining executives. In its review of the compdioseof its executives the Committee primarily mws the compensation practices of the
following Compensation Peer Group:

Compensation Peer Group*

Asset Acceptance Capital Cc Equifax
Cash America Internation EZCORP
Credit Acceptanc Fair Isaac
Dealer Track Holding First Cash Financial Servic
Dollar Financial Ocwen Financia
Encore Capital Group, In World Acceptance Corj
EPIQ System Wright Express Cor|

* The Compensation Peer Group differs from therggoup in the stock performance graph whichdtuitied in the Company’s 2010
Annual Report, as it includes additional peer congfor the purpose of compensation comparis

FW Cook’s 2010 compensation analysis included &vewf the Company’s top executives’ total compéiosaas compared to the same or
similar positions in the market from which the Camp would be likely to recruit job candidates. Teer group analysis revealed that, in
aggregate, the Company’s executives’ base payaveey lthan the median of pay for comparable positiarthe Compensation Peer Group,
and was approximately 70% of the median of payfonparable positions in the Compensation Peer Gibaofal target cash compensation
for the Company’s executives, which includes badarg plus cash bonus, was approximately 15% abwteof the median of the
Compensation Peer Group. In order to attract andtaia the highest level of talent, FW Cook recomuted that the Compensation
Committee consider appropriate compensation acgttakieng into account a variety of factors. Accogly, the Company’s executives’ total
cash compensation was increased, in some casasaimount that was closer to the median level®ftbmpensation Peer Group, by
adjusting the allocation of the salary and bonusmmnents.
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Roles of the Compensation Committee and Management

The Compensation Committee administers the comtiengarogram for the Company’s key executives, gippl the principles stated above.
The Committee is supported in this role by FW Catskcompensation consultant, the CEO and the HurRemources Department of the
Company. The Committee considers executive payegutata provided by its compensation consultactyding peer group comparables)
and considers the recommendations of the CEO ef#thact to the compensation of each executive offiteer than himself. The CEO’s
recommendations to the Compensation Committeel deit respect to each executive, a proposed taaipensation package for the year,
including any recommended adjustments in baseysalanual cash bonus as a percentage of target@raposed equity awards, if any. The
CEO also provides recommendations for annual imneestind business goals, as well as executiveaniial targets and individual
performance targets. The Committee uses this irdbom in making its decisions and conducting itsual reviews of the Company’s
executives’ compensation.

In connection with its work for the Compensatiom@nittee, FW Cook attended a number of the 2010 Gmsagtion Committee meetings
and participated in related meetings with managenf& Cook contrasted the Company’s executive corsaion to that of the
Compensation Peer Group, and to compensation aateifdustry surveys, and provided a detailed repbits findings to the Compensation
Committee. Using the data and analysis presentdeifW Cook report, the Compensation Committeggietelines for total compensation
and the mix of compensation elements for the Coryipaxecutives. Base salaries were generally tadyat below the 50 percentile of like
positions in the Company’s Compensation Peer Graith,adjustments made based on factors includiegekecutive’s likely future
contributions, market competition, individual prativity and retention goals. The CEO provides infputhe Compensation Committee with
respect to these factors, along with his viewshenrésponsibilities and relative contribution ofleaxecutive, other than himself, their likely
future contribution and the extent to which the @amy would have to be more or less competitive Vtdtltompensation to retain and
motivate the executive. The CEO also provides é&oGbmmittee his assessment of each executive’'srpeaihce during the prior year, the
extent to which individual and departmental goaksielished for the executive were met, and the GE&ommendations with respect to ¢
executive’s proposed total compensation packagthéoyear, including any recommended adjustmentage salary, annual cash bonus as a
percentage of target and equity awards, if anyndlgh the Committee considers the CEO’s recommanmathe Compensation Committee
independently evaluates the recommendations anésralkfinal compensation decisions in executivesiem, within the parameters of its
compensation philosophy.

The Compensation Committee considered the recomatiend of FW Cook in the process of allocatingrtig of total compensation among
each element of compensation, to provide the bighance of short-term and long-term compensatitie. dompensation of executives who
have the greatest ability to influence the Compsifigiancial performance is predominately perforneabased and at risk, which is consistent
with the Company’s overall compensation philosofgse salaries are typically set below thé"p@rcentile of the Compensation Peer
Group, with the opportunity to earn total cash cengation (base salary, plus cash bonus) at tife&@5th percentile of the Compensation
Peer Group, with the addition of fully earned tafdgenus compensation. However, the total targeictiexecutive compensation approximi
the median of the Compensation Peer Group witlattaition of fully earned bonus compensation andoperance based equity incentives.
Actual cash compensation may be above or belowdinige based on actual performance. In makinge#s-gnd compensation decisions, the
Committee noted that the Company performed comipatatwvell in difficult economic conditions, and @relative basis in comparison to
industry as a whole, while exceeding its 2010 faialhperformance targets.

Allocation among Elements of Compensation

The Compensation Committee uses its judgment inmgadompensation decisions, using the frameworkritesd above, with the goal of
structuring its executive compensation mix to bekegcompetitive for each compensation elemendyiter to effectively respond to the
evolving business environment and to attract, dgvahd retain exceptional talent. The CEO recommémthe Committee the mix of salary,
annual incentive and long-term incentive awards tttka Company’s key executives should receive @ dlirect compensation based on job
responsibilities and performance and talent assassnwhile being informed by available market dAa result, the weighting of each
component can vary each year. The Company’s swwekds and cash bonus awards allocate total ineentwnpensation between the short-
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term and long-term awards. A key element in mitigatisk in the compensation package is ensuriagdtsignificant portion of incentive
compensation is based on the long-term performahttee Company. This mix serves to reduce thethisk employees will focus on short-
term achievements to the detriment of the long-teustainability of the Company, and both elememswtogether for the benefit of the
Company and its shareholders. The total compemsptal to the executive officers of the Compang0i0 is shown in the Summary
Compensation Table on page 40.

The following charts show the weighting of eachmedat of total compensation for the CEO and coletyi for the other executive officers.
These charts depict our pay for performance philbgpas predominately performance-based and atosipensation comprises the majority
of total compensation. Total actual compensatiociuding cash and stock bonuses paid to the exesutiamed in the Summary
Compensation Table was allocated in 2010 as follows

2010 Total Compensation Mix
Compensation of Other Named Executives

CEO Compensation (Except CED)

8% 21% 20% 24

1%
56
® Rase Pay ®Cash Ranns @ ity dwards ® Base Pay ®Cash Bonus ® Equity Awards
Base Pa  1/14/2010 Cash Bont
Name (%) (%) Equity Awards (%) *  Total at Risk (%)
Steve Fredrickso 21% 51% 28% 79%
Kevin Stevensol 21% 58% 21% 79%
Michael Petit 13% 65% 22% 87%
Neal Sterr 1% 55% 26% 81%
Craig Grube 29% 56% 13% 69%
Kent McCammor 21% 50% 28% 78%
Judith Scot 39% 49% 11% 60%

*

Equity awards include the 2010 bonus paid ineshaf the Company’s stock. Equity awards are vahesgd on the grant-date fair
value, using the closing price of the Compamstock on the date of grant. The actual amounbofpensation that will be realized by
named executives at the time an award vests wikde upon the market price of the Comf’'s common stock on the vesting d:

Benefits and Perquisites

The Companys compensation programs are designed to fairly emsatte its executive officers. As part of that paog the Company offers
uniform set of benefits and perquisites, all of ethapply to all employees equally. Accordinglyisithe philosophy of the Company that each
executive, including the Company’s CEO and CFOufhdetermine, within the limits of his or her owampensation, whether or not to
personally purchase luxury goods and servicesydiot) those which are sometimes provided as exezpgrquisites by other companies,
not offered by the Company. This is consistent it Company’s general operating principles.

Other than the standard employee benefits, subleath, dental, life, hospitalization, surgical,joranedical and disability insurance,
participation in the Company’s 401(k) plan, paideioff, and other similar Company-wide benefitsahhinay be in effect from time to time
for all other employees, the Company does not pewidditional perquisites, personal direct or ieclibenefits, or use any separate set of
standards in determining the benefits for its ekgea. However, the Company’s executive officels @quired by policy to submit to
comprehensive physical examinations at the Compgagwpense at stated intervals, at a cost of
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up to approximately $5,000 each. The Company bedi¢hat its base pay and total compensation packageasonable in the industry, and
the Company has demonstrated that it is able &odnd retain talented executives without offeriddional perquisites.

Pension Plans, Retirement Benefits and NonqualifieDeferred Compensation. The Company does not offer any pension or regrgm
plans to any of its employees, including its exeeubfficers. The Company does not offer its empksya non-qualified defined contribution
plan; however, the Company sponsors a 401(k) maiis employees who are at least twenty-one yefaage or over. This plan is a lomgrm
savings vehicle that enables employees to makéagreentributions via payroll deductions, and reedax-deferred earnings on the
contributions made. Employees are eligible to makantary contributions to the plan of up to 100%4teir compensation, subject to Inter
Revenue Code limitations, after completing six rhertf service. The Company makes matching cashilbotibns of up to 4% to each
participating employee’s salary. Employees are abfiirect their own investments, among a wideyaofechoices, in the Company’s 401(k)
plan.

The Company has never made a loan to any of itsutixe officers.

Severance Arrangements

The Company has entered into employment agreematttgach of its executive officers. These emplogtregreements describe how the
employment relationship may be extended or terrathathat benefits are to be paid in the eventrofiteation of employment, and outline

the executive’s post-employment obligations. Thaslegations also restrict the use of confidentiad/@r proprietary information both during
and after employment. The employment agreemenksdacseverance provisions which provide compensatidhe executive officers in the
event of certain employment terminations. The pidéreverance benefit is affected by the levehefexecutive’s base salary and annual
incentive opportunity. The purpose of the benédit® focus executive officers on taking actionstthre in the best interests of the
shareholders without regard to whether such actiap ultimately have an impact on their job secufitye severance arrangements also are &
component of a total compensation package offarexeécutive officers that enable the Company tmbee competitive with the
compensation arrangements of other market partitsp& more comprehensive description of the Comijzsaseverance provisions is

provided on page 43.

Tax Deductibility of Executive Compensation

To the extent compensation paid to each coveredogem (i.e. the Company’s CEO and the next thrghdst paid officers subject to SEC
disclosure, other than the CFO) exceeds $1 mifiorany fiscal year, it will not be deductible fiaderal income tax purposes under Section
162(m) of the Internal Revenue Code of 1986, asndea (the “Code”), unless such compensation isféperance based” as defined in
Section 162(m) of the Code. While the Compensaliommittee is mindful of the potential impact upbe Company of Section 162(m) of
the Code, it reserves the right to extend such emsgtion arrangements as may from time to timeebegsary to retain or attract top-quality
management. The Compensation Committee generaligtstes executive compensation arrangements oramimize the impact of the
limitations of Section 162(m) of the Code, whicklirdes consideration of the impact of performanasebl equity awards to the Company’s
executive officers. In 2010, each of the Compang\sered employees earned a base salary of les$thanillion and earned other
compensation, including bonuses and equity awdis.entire amount of each covered employee’s cosgiem earned during 2010 was not
limited by Section 162(m) of the Code and was d&hlgcby the Company.

COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and disdubg section of this Proxy Statement entitledyrfensation Discussion and
Analysis” with management as required by Item 4D2fRegulation S-K and, based on such review asclidsions, the Compensation
Committee has recommended to the Board that thep€onsation Discussion and Analysis be includedimPnoxy Statement, and
incorporated by reference into the Company’s AnfiRegbort on Form 10-K for the fiscal year ended Dadoer 31, 2010. This report is
provided by the following independent Directors wdmmprise the committee:

David Roberts, Chairman
Scott Tabakin
John Fain
John Fuller
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Compensation Summary

The following table sets forth all compensation edea to, earned by, or paid to each of the CommaNgmed Executive Officers for all
services rendered to the Company and its subsidifoi the years ended December 31, 2010, 2002@0#®] including equity awards. The
Company does not offer non-equity incentive plaedined benefit pension plans or nonqualified def#compensation plans.

Summary Compensation Table

Cash Stock Stock All Other
Base Bonus(1) (6) Bonus(1) (7 Awards($) Option Comp. ($;
Name and Position Year Salary ($) ($) (%) (2) (3) (5) Awards(3)(%$) 4 TOTAL($)
Steve Fredrickson, CE 201C  $520,00¢ $1,185,000 $ 91,88 $ 701,86: $ 0 $16,05( $2,514,79
200¢ $500,00( $ 600,00( $ 0 $1,005,97! $ 0 $12,30( $2,118,27!
200¢ $400,00( $ 440,00( $ 0 $ 470,86( $ 0 $12,30( $1,323,16!
Kevin Stevenson, CFi 201C  $312,00¢ $ 800,000 $ 62,06 $ 300,78 % 0 $11,80( $1,486,64
200¢ $300,00( $ 400,00( $ 0 $ 395,19! $ 0 $ 9,80( $1,104,99
200¢ $270,00( $ 330,00¢ $ 0 $ 289,76( $ 0 $ 9,80C $ 899,56(
Michael Petit, SVP, BK
Pres(6) 201C $244,40( $ 973,50( $ 319,51¢ $ 439,69! $ 0 $ 9,80C $1,986,91
200¢ $235,00( $ 500,00( $ 0 $ 395,19! $ 0 $11,80( $1,141,99
200¢ $190,00( $ 375,00( $ 0 $ 253,54( $ 0 $10,80( $ 829,34(
Neal Stern, SVI 201C $228,80( $ 600,00( $ 46,50¢ $ 300,78« $ 0 $13,55( $1,189,64
200¢ $220,00( $ 400,00( $ 0 $ 229,99 $ 0 $12,30( $ 862,29
200¢ $185,00( $ 340,00( $ 0 $ 591,53 $ 0 $ 3,49¢ $1,120,03
Craig Grube, EVF 201( $280,80( $ 505,00! $ 39,18t $ 125,33: $ 0 $16,30( $ 966,61t
200¢ $270,00( $ 255,00( $ 0 $ 308,98t $ 0 $12,30( $ 846,28t
200¢ $260,00( $ 300,00( $ 0 $ 126,77( $ 0 $12,30C $ 699,07(
Kent McCammon, SVI 201C $228,80( $ 500,00( $ 38,801 $ 300,78« $ 0 $ 9,80C $1,078,19
200¢ $220,00( $ 370,00( $ 0 $ 359,28 $ 0 $11,80( $ 961,08
200¢ $208,00( $ 380,00( $ 0 $ 144,88l $ 0 $11,80( $ 744,68
Judith Scott, EVF 201( $254,80( $ 300,00( $ 23,25¢ $ 75,20¢ $ 0 $12,30( $ 665,56:
200¢ $245,00( $ 230,00( $ 0 $ 94,26¢ $ 0 $12,30( $ 581,56¢
200¢ $190,00( $ 150,00( $ 0 $ 68,81¢ $ 0 $12,30( $ 421,11

(1) This table reflects for a given year all bsesi earned by the above executives in 2010, 2GD2@08. The Company typically pays
bonuses in January of the year following the yrartich the bonus was earn:

(2) The amounts included in the “Stock Awardslucon represent the aggregate grant date fair \@ltiee stock awards granted in 2010,
2009 and 2008. The shares awarded vest eitheaitéd)ly over a five year period, beginning on thstfanniversary of the award date or
(b) vested immediately on 1/1/2009, as describddamote 5, or (¢) pursuant to the terms of ConyfmhT] plans, if stated
performance goals are met (see page 33 for a noonplete description of the LTI Plans). The actuabant of compensation that will
be realized by the named executive at the timeaeesfrant vests, if at all, will depend upon thekatprice of the Company’s common
stock at the vesting dat

(3) There were no stock options granted in 2010, 203068.

(4) These amounts represent company matchingilsotibns to the recipient’'s 401(k) plan up to lismfor such plans under federal income
tax rules. Except with respect to Mr. Stevensoes¢hamounts also include matches of charitablgibatibns pursuant to the
Company’s Matching Gift Program, pursuant to whith Company matches charitable contributions tgitdé recipients under
Section 501(c)(3) of the Internal Revenue C

(5)Nonvested Retention stock awards granteet@in executives in January 2009 in conjunctidth the renewal of their employment
agreements were as set forth below. All such aweaedted immediately upon their award. The shares@ded each executive and their
grant date fair values are shown beli

(6)Mr. Petit was granted 3,332 nonvested shafrése Company’s common stock in February 2010gfalihich will vest in
February 2013

(7)A portion of the 2010 bonus was paid in shafgh® Compan’s common stock

Shares Grant Date Price Grant Date Fair Value
Steve Fredrickson, CE 13,17¢ $ 33.8¢ $ 445,97
Kevin Stevenson, CF 5171 $ 33.8¢ $ 175,19(
Michael Petit, President, B 5171 $ 33.8¢ $ 175,19(
Neal Stern, EVF 0 — —
Craig Grube, EVF 4,04¢ $ 33.8¢ % 136,98:
Kent McCammon, SVI 4,707 $ 33.8¢ $ 159,28!
Judith Scott, EVF 941 $ 33.8¢ $ 31,84:




(6) The total bonus awarded in 2010 included grahimmediately vested stock. The grant datevfaiues of the bonus shares awarded to
each executive are shown belc

38




Grant Date Fair Value of Bonus Shares

Steve Fredrickson, CE
Kevin Stevenson, CF
Michael Petit, President, B
Neal Stern, EVF

Craig Grube, EVF

Kent McCammon, SVI
Judith Scott, EVF

$ 91,88¢
$ 62,06:
$319,51¢
$ 46,50¢

0
$ 38,80°
$ 23,25¢

Grants of Plan-Based AwardsThe following table provides information regarditng grants of equity-based (LTI) compensation award

made to the executives named therein in 2010.

2010 Grants of Plan-Based Awards Table

Estimated Payout Under Equity Incentive Plar?

Grant Date Fair
Value of Stock

Threshold Target Awards 3

Name Award Type ! Grant Date Date Approved (#) (#) Maximum (#) (%)

Steve Fredrickso 2010 LTI Pla 1/14/201( 1/14/201( 4,80: 14,40¢ 24,01t $ 701,86
Kevin Stevenso 2010 LTI Pla 1/14/201( 1/14/201( 2,05¢ 6,17t 10,29 $ 300,78«
Michael Petit 2010 LTI Plai 1/14/201( 1/14/201( 2,05¢ 6,17t 10,29 $ 300,78«
Neal Sterr 2010 LTI Pla 1/14/201( 1/14/201( 2,05¢ 6,17t 10,29 $ 300,78«
Craig Grube 2010 LTI Pla 1/14/201( 1/14/201( 85¢ 2,57 4,28t $ 125,33:
Kent McCammor 2010 LTI Plai 1/14/201( 1/14/201( 2,05¢ 6,17t 10,29: $ 300,78
Judith Scot 2010 LTI Pla 1/14/201( 1/14/201( 51¢F 1,544 257 % 75,20¢

(1) The amounts reported above relate to the nonvédte8hares granted to the above executives. Theskiold represents the time ves
portion of the grants. The value of the LTI Sharaals was determined by multiplying the closingemf the Company’s common
stock as of the grant date times the target numblef| Shares granted. Except for the time vespiogion, the LTI shares will not vest

if the performance criteria set forth above aremet.
(2) Represents the range of possible awards pursudim @010 LTI Progran

(3) The amounts reported above relate to theesind LTI shares granted to the above executitiesv@lue of the LTI share awards was
determined by multiplying the closing price of Bempany’s common stock as of the grant date timegarget number of LTI shares

granted. The performar-based portion of the shares will not vest if thefguenance criteria are not m«

Outstanding Equity Awards at 2010 Fiscal Year EndThe following table sets forth certain informaticoncerning equity awards held by
the executives named therein, which were outstgnatinof December 31, 2010. The market value oeshairstock is determined by
multiplying the number of shares by the closinggmf the Company’s common stock at the end ofasiefiscal year. No options were

outstanding as of December 31, 2010.
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Stock Awards(1)

Number of

Shares or Units Market Value of
of Stock That  Shares of Stock tha
Have Not Have Not vested a:

Name Grant Date Vested(2) (3) of 12/31/10($
Steve Fredrickso 04/19/200! 1,00 $ 75,20(
1/04/200¢(4) 13,000 $ 977,60
1/20/20044) 22,48. % 1,690,57.
1/14/201(4) 14,40¢ $ 1,083,55
Kevin Stevensol 04/19/200:1 1,000 $ 75,20(
1/04/200¢(4) 8,000 $ 601,60
1/20/20044) 8,83: $ 664,16t
1/14/201(4) 6,178 $ 464,36(
Michael Petil 04/19/200! 1,00 $ 75,20(
1/04/200{(4) 7,00 $ 526,40(
1/20/20044) 8,832 $ 664,16t
1/14/201(4) 6,17t $ 464,36(
2/8/201( 333 $ 250,56t
Neal Sterr 01/02/200: 7,500 $ 564,00(
1/04/200¢(4) 3,000 $ 225,60
1/20/20044) 9,23: $ 694,32.
1/14/201(4) 6,17t $ 464,36(
Craig Grube 04/19/2001 1,000 $ 75,20(
1/04/200{(4) 3,50 $ 263,20(
1/20/20044) 6,90: $ 519,25t
1/14/1((4) 257 $ 193,49
Kent McCammor 1/04/200{(4) 4,000 $ 300,80(
1/20/20044) 8,02¢ $ 603,78:
1/14/201(4) 6,17t $ 464,36(
Judith Scot 4/19/200t 30C $ 22,56(
1/4/200¢4) 1,90C $ 142,80(
1/20/20044) 2,50¢€ $ 188,45;
1/14/201(4) 154. $ 116,10

(1) The LTI Shares will not vest or be awardethé Company does not achieve its performancettirgs described more fully on page 32
If the targets are met, the number of shares tebeived by each executive will increase or de@e@pending on actual performan

(2) The shares granted vest either (a) ratably oveatadsperiod, beginning on the first anniversaryhefaward date or (b) in the case of
LTI share awards, pursuant to the terms of thee@sge Long Term Incentive Plan, based on the aelment of stated performance
goals. (See page 33 for a more complete descripfitine Long Term Incentive Plan:

(3) Value is calculated based on the closing price .@M5f the Compar’'s common stock on the NASDAQ stock market as 031/2010
(4) LTI Shares granted, but not vested or awar
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Option Exercises and Stock Vestedl he following table provides information concernihg exercises of stock options and shares acquired
on vesting during 2010 on an aggregated basisaith ef the executives named therein, and includesalue realized upon exercise or upon
vesting.

OPTION AWARDS STOCK AWARDS
Number of Shares Number of Shares

Acquired on Value Realized or Acquired on Value Realized or
Name Exercise (#) Exercise ($) Vesting(#) Vesting(1) ($)
Steve Fredrickso 0 0 1,00(¢ $ 58,92(
Kevin Stevensol 0 0 1,00( $ 58,92(
Michael Petil 0 0 1,40( $ 86,32(
Neal Sterr 0 0 2,50( $ 112,12¢
Craig Grube 0 0 1,00( $ 58,92(
Kent McCammor 0 0 0 $ 0
Judith Scot 0 0 65C $ 41,65

(1) Represents the aggregate dollar amount sghiipon vesting computed by multiplying the numifeshares of stock by the closing
market value of the underlying share on the vediiig.

Summary of Severance Payments

The Company does not have any plans or programsruvitich payments to any of the executive offi@estriggered by a change of control
of the Company. However, each named executive’d@mpent agreement contains severance provisionsging for payments to the
executives’ beneficiaries or to their estates sdkient of death, and for severance payments ygoimtoluntary termination of their
employment without Cause (as that term is definetthé Employment Agreements). In the case of aitetion for Cause, no severance
payments will be made. Severance payments aretaometi on the executive’s execution of a full rekeaf all claims against the Company,
and are payable in a lump sum after terminatioenoployment. The Severance Agreements provide exesutith certain benefits upon th
involuntary termination for reasons other thantfair wrongful behavior or misconduct. These primris provide protection to the Company
and to the executive related to terminations oflegmpent that could potentially cause harm to thenfany and/or the business units
managed by the terminated executive. None of theedaexecutives is provided with any type of golgarachute or excise tax gross-up.

The following table provides information regardisgyverance payments that would have been made ¢ateses listed below pursuant to the
terms of their employment agreements under vamgougloyment scenarios if such termination had oeclias of December 31, 2010. The
Summary of Severance Terms and Potential Paymaihig That follows this narrative summarizes sugmpants and benefits. No severance
payments were made to any of the Company’s exexofficers in 2010. All of the executive officerseeuted three year employment
agreements with the Company, effective Januarp92
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SUMMARY OF SEVERANCE TERMS AND POTENTIAL PAYMENTS

Constructive

Termination Termination Severance Salary and Bonus Benefits Total
Name Provisions Conditions (1) Payment ($) $ %))
Steve Yes Constructive discharge,(3) Two years’ salary, two times
Fredrickson non-renewal of employmen bonus paid for year prior to

agreement or reasons othe termination and benefits for
than Cause,(4) death or  one year.

disability $3,408,46: $43,12: $3,451,58.
Kevin Yes Constructive discharge, (3) Two years’ salary, two times
Stevenson non-renewal of employmentbonus paid for year prior to

agreement or reasons othertermination and benefits for

than Cause, (4) death or  one year.

disability $2,223,07 $33,64¢ $2,256,72!
Michael Petit Yes Constructive discharge, (3) Two years’ salary, two times

non-renewal of employmen bonus paid for year prior to

agreement or reasons othe termination and benefits for

than Cause, (4) death or  one year.

disability $2,435,07 $24,89: $2,459,97.
Neal Sterr Yes Constructive discharge, (3) One years’ salary, one times

non-renewal of employmentbonus paid for year prior to

agreement or reasons othertermination and benefits for

than Cause, (4) death or  three months.

disability $ 828,46. $ 7,491 $ 835,95
Craig Grube Yes Constructive discharge, (3) One year’s benefits.

non-renewal of employmen

agreement or reasons othe

than Cause, (4) death or

disability $ 0 $25,18¢ $ 25,18¢
Kent Yes Constructive discharge, (3) Two years’ salary, two times
McCammon non-renewal of employmentbonus paid for year prior to

agreement or reasons othertermination and benefits for

than Cause, (4) death or  one year.

disability $1,456,92. $28,56¢ $1,485,49:

Judith Scott Yes Constructive discharge, (3) One year’s salary, one times

non-renewal of employmen bonus paid for year prior to

agreement or reasons othe termination and benefits for

than Cause, (4) death or  one year.

disability $ 554,42 $31,52( $ 585,94

(1) Inthe event of their death or disabilityeextives or their estates will receive their badary earned through the month of the date of
their death or disability, plus a [-rata portion of their target bonus for that ye

(2) While not included in this total, upon terminati@ach of the executives listed herein would alspdd for all accrued vacatio

(3) “Constructive Discharge” is defined as thecéibn of the employee to terminate his or her eyplent due to the removal of employee
from, or a failure of employee to continue in hisher current position, any material diminutiortle nature or scope of the authorities,
powers, functions, duties or responsibilities dttatto such position, the relocation of the Compmapsincipal executive offices to a
location more than 50 miles from Norfolk, Virginind the employee does not agree to such changbe material breach by the
Company of the employ’s employment agreeme!

(4) “Cause” is defined as: (A) conviction, or @lef guilty or nolo contendere to, a felony; (Bpaging in willful misconduct that is
economically injurious to the Company or its sulzsigs, or the embezzlement of funds or misappatiorn of other property of the
Company or any subsidiary; (C) material violatidritee Company’s written policies and proceduresl(iding gross and continued
failure to satisfy written directives or performanmaterial), insubordination; or (D) fraudulent dant as regards the Company, which
results either in personal enrichment to employematerial injury to the Company or its subsidiar

All employment agreements referred to herein aetdiexpire on December 31, 2011.
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Items of Business to Be Acted Upon at the Meeting

PROPOSAL ONE
ELECTION OF DIRECTORS

The Company’s Board of Directors is classified, andsists of seven members in three classes. Eaebt@ serves a three year term. One
class of Directors is elected at each annual mgefishareholders. Because the Annual Meetingtrigiyer the expiration of the terms of o
two directors, proxies cannot be voted for morattveo director nominees. The two candidates rengittie highest number of affirmative
votes of the shares entitled to vote at the AnMeting will be elected. Abstentions, “broker namtes” and withheld votes will have no
effect on the outcome of the vote.

The names of James Voss and Scott Tabakin willdaeed on the ballot for election to the Board. Maibakin serves on the Compensation
Committee and the Audit Committee. Mr. Voss sea@shair of the Audit Committee. He has been deéterdito be an independent director
in accordance with the NASDAQ listing rules. Allmmees have consented to be named as nominedsdtior in this Proxy Statement, and
to serve if elected. If elected, they will holdio# for three-years, with terms expiring on theedaitthe 2014 annual meeting, or until their
successors are elected and qualified. Proxiedeilloted for the election of the above nomineewdwer, if for any reason either nominee is
unable to serve (which is not anticipated), theehaepresented by all valid proxies will be voledthe election of such other person as the
Board may nominate at the Annual Meeting.

Vote Required.Under the Delaware General Corporation Law, anadttisig vote is not deemed a “vote cast” or reprieskby proxy. As a
result, abstentions are not included in the tamradf the results on the election of Directors) #merefore do not have the effect of votes in
opposition. Broker non-votes (i.e. where brokees@ohibited from exercising discretionary authofdr beneficial owners who have not
returned a proxy) will be counted as present fappses of determining if a quorum is present, aifice treated as abstentions.

Nominees for Director who receive the affirmativaas of a plurality of the common shares represkang voting in person or by proxy

the Annual Meeting will be elected. However, inlarcontested election, any nominee for electioniescidr who receives a greater number
of votes “withheld” from his or her election thaates “for” such election shall promptly offer histeer resignation following certification of
the shareholder vote. The Nominating and Corpdgateernance Committee shall consider the resignatifam and recommend to the Board
whether to accept it, after determining whethenatrthe interests of the Company and its sharehelaeuld be best served by accepting or
rejecting the candidatetendered resignation. Any Director who tendessohiher resignation pursuant to this provisiorlista participate ir
any committee deliberations or Board action regaydvhether to accept the resignation offer. Ther8®edll act on the Nominating and
Corporate Governance Committee’s recommendatiomm@0 days following the certification of the sbholder vote. Thereafter, the Board
will promptly disclose its decision whether to gotthe Director’s resignation offer (and state thasons for rejecting the resignation offer, if
applicable) in a press release to be disseminatdteimanner that the Company’s press releasegmcally distributed.

The Board of Directors recommends a voteFOR”
each of the nominees named above.
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PROPOSAL TWO
APPROVAL OF AMENDMENT TO THE COMPANY'S CERTIFICATE OF INCORPORATION
TO INCREASE AUTHORIZED SHARES OF COMMON STOCK

The Board of Directors recommends the approvahbyshareholders of an amendment to the Companyt#iGse of Incorporation to
increase the number of authorized shares of constomk from 30 Million shares to 60 Million shargsyr value $0.01 per share. The Board
of Directors unanimously approved the amendmentdinedted that it be submitted to the shareholt@rapproval at this Annual Meeting.
As of the Record Date, there were approximatel999,041 shares of common stock issued and outsiguadit of a total authorized number
of 30 Million shares. If approved, the amendmentildallow the Board of Directors to issue additibsiaares without further shareholder
approval, unless required by applicable law orlstaa@hange rules. The Board of Directors beliehes the proposed increase in authorized
shares of common stock is desirable to enhanc€dhgpany’s flexibility in taking possible future amts by providing a sufficient number of
shares of common stock for issuance in connectitinsubsequent acquisitions, financings, compensatnd benefit plans, stock splits and
other proper corporate purposes. The Board of Rireavill determine whether, when and on what tetoissue shares of common stock.

The rights of the additional common stock woulddmntical to rights of the common stock nhow authedi under the Certificate of
Incorporation. Under the Certificate of Incorpooati shareholders do not have preemptive rightaltsaibe for additional shares which may
be issued by the Company. This means that curhemébolders do not have a prior right to purchasenaw issue of the Company’s stock in
order to maintain their proportionate ownershiga@fmon stock. Therefore, although the authorizatioadditional shares pursuant to the
proposed amendment will not, by itself, affect tights of existing shareholders, the issuance ofi slhares could dilute the rights of existing
shareholders and could dilute the book value paresbf the Company’s common stock. No increasedpgsed in the number of preferred
shares that are currently authorized.

Under this proposal, the Fourth paragraph of theii@ate of Incorporation would be amended andatesl to read as follows:

“FOURTH: The total number of shares of allssles of stock which the Corporation shall be aighdrto issue is 62,000,000 shares, of
which 60,000,000 shall be designated as CommorkStih a par value of $0.01 per share and 2,000s0@0 be designated as Preferred
Stock with a par value of $0.01 per share.”

As noted above, the Board of Directors has@mul this amendment to the Company’s Certificht@corporation, but it will not become
effective unless the shareholders approve thissmathe affirmative vote of the holders of a majoaf the outstanding shares of common
stock will be required for adoption of the amendimé&rapproved, this amendment will become effeetiypon the filing of a certificate of
amendment to our Certificate of Incorporation vifie Secretary of State of Delaware, which we exfmedb promptly after the Annual
Meeting.

The table below reflects the number of shares stbjeoutstanding awards and the amount availaléuture issuance. All share awards are
in the form of grants of shares of nonvested shamekiding LTI Shares.

Number of
Securities to be Number of Securities
Number of Issued Upon Weighted-average Remaining Available
Securities Exercise of Exercise Price of  for Future Issuance
Authorized for ~ Outstanding Options Outstanding Options Under Equity
Issuance Under the and Nonvested and Nonvested = Compensation Plan:
Plan Category Plan Shares Shares(1) (2)
Equity compensation plans approved by shareho 2,000,001 238,27 $ 0.63 746,59¢
Equity compensation plans not approved by sharehs None None N/A None
TOTAL 2,000,001 238,27 $ 0.63 746,59¢

(1) Includes grants of nonvested shares, for fvttiere is no exercise price, but with respecthetvshares are awarded without cost when
the restrictions have been realized. Excludingrifgact of the nonvested shares, the weighted ageragrcise price of outstanding
options is $29.7¢

(2) Excludes 1,015,127 exercised options and vestagshahich are not available fol-issuance

The Board of Directors recommends a VotéFOR” the approval of an amendment to the Company’s
Certificate of Incorporation to increase the authoized common stock to 60 Million shares.
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PROPOSAL THREE
ADVISORY VOTE ON EXECUTIVE COMPENSATION

The Company’s shareholders are being asked to appoo an advisory, nonbinding basis, the compé@rsaf the Company’s executives as
disclosed in this proxy statement, including thempensation Discussion and Analysis, the Summarypgemsation Table and related tables
and disclosures. This vote provides shareholddtstive opportunity to express their positive oratag vote on the Company'’s overall
executive compensation program, policies and puaresdas described in the “Compensation Discussiémalysis” section of this Proxy
Statement and related summary tables and narta@tdollow it. This is commonly referred to as YSan Pay.” An objective of the Company
is to retain highly qualified and talented execesiand to provide appropriate incentives to engmutheir high performance, which creates
value for the Company’s shareholders. As describekbtail in this Proxy Statement, the Company sdelclosely align the interests of its
executive officers with the interests of its shaldbrs and appropriately reward executive perfoeamhile avoiding the encouragement of
unnecessary or excessive risk-taking. Sharehofterencouraged to read the Compensation Discuasi@nalysis on page 24 of this Proxy
Statement for a more detailed discussion of the fizmy's executive compensation programs, philos@ptdyprinciples. A vote on this matter
will not address any specific item of compensatlmut, rather the overall compensation of the Com{zagyecutive officers. Accordingly,
shareholders are asked to cast their voteSR " the following resolution:

“RESOLVED, that the shareholders of Portfdliecovery Associates, Inc. approve, on an advisasjsbthe compensation of the
executives of the Company whose names are listdteiSummary Compensation Table on page 40 heidisclosed in this proxy
statement, including the Compensation Discussiahfaralysis, the Summary Compensation Table andedleompensation tables and
disclosures.”

This vote is advisory and is not binding on the @any; however, it will provide information to the@pany and the Compensation
Committee regarding shareholder sentiment abouCtdrepany’s executive compensation philosophy, diand practices, which the
Compensation Committee will be able to considermhetermining executive compensation for the regwinf 2011 and beyond. The
Compensation Committee will take into consideratioy concerns which may be raised by the sharefsmlde

Vote Required. Approval of the compensation of the Company’s ekiges requires the affirmative vote of a majorifyvotes cast in person
or represented by proxy. Broker non-votes (i.e.ret@okers are prohibited from exercising discreiy authority for beneficial owners who
have not returned a proxy) will be treated as aitisties. Under the Delaware General Corporation Laawabstaining vote is not deemed a
“vote cast or represented by proxy.” As a resudstantions are not included in the tabulation efrisults on the adoption of the proposal.

The Board of Directors Recommends a Vote “FOR”
The approval of the compensation of the Company’'sxecutives as disclosed in this Proxy Statement.
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PROPOSAL FOUR
ADVISORY VOTE ON FREQUENCY OF VOTE ON EXECUTIVE COM PENSATION

The Company is requesting that its shareholdetsacasn-binding advisory vote on the frequencyutéife advisory votes on executive
compensation. In compliance with the Dodd-Frank\8&dleet Reform and Consumer Protection Act, shadehs must be given the
opportunity, at least once every six years, to lmseparate shareholder vote to determine thedreyuof advisory votes on executive
compensation. This proposal is to be distinguishes Proposal Three, which is an advisory “Say ag"R/ote on executive compensation.
This Proposal provides shareholders with the oppdtst to express their preference for how often@oenpany should provide “Say on Pay”
voting. As prescribed by the Dodd-Frank Act, untlés Proposal shareholders can elect to have “8&ay” voting among one of three
choices: annually, every two years or every thiesry. Shareholders can also elect to abstain fatimgvon this Proposal.

The Board of Directors values and encourages aaetste dialogue on executive compensation and dtpecs important to shareholders.
“Say on Pay” is a communication vehicle which preesadeedback from shareholders, and is most uséfen it is frequent and received in a
consistent manner. Therefore, the Board supporéaoal vote on executive compensation. The votdismproposal is advisory and non-
binding. However, the Compensation Committee apdBtbard will review the voting results and will cideer shareholder views on how
often “Say on Pay” voting should be held.

The Board of Directors recommends a voteFOR”
annual “Say on Pay” voting frequency.

PROPOSAL FIVE
RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOU NTING FIRM

Upon the recommendation of the Audit Committee,Bbard has appointed KPMG LLP as its Independegidtered Public Accounting
Firm, to audit its consolidated financial statensefiot the year ending December 31, 2011, and ti thedeffectiveness of its internal control
over financial reporting as of December 31, 20MerEf the selection of KPMG LLP is ratified by tekareholders, the Audit Committee, in
its discretion, may select a different independegistered public accounting firm at any time dgrihe year if it determines that such a
change would be in the best interests of the Compad its shareholders.

Vote Required. A majority of votes cast in person or representg@rioxy will constitute ratification of the appoméent of KPMG LLP.
Broker non-votes (i.e., where brokers are prohibftem exercising discretionary authority for beoifl owners who have not returned a
proxy) will be treated as abstentions. Under theaare General Corporation Law, an abstaining i©tet deemed a “vote cast or
represented by proxy.” As a result, abstentionsaténcluded in the tabulation of the results loa tatification of the appointment of KPMG
LLP.

The Board of Directors recommends a Vote “FOR” theratification of the appointment of KPMG LLP as the Company’s Independent
Registered Public Accounting Firm for the year endig December 31, 2011.

2012 Shareholder Proposals, Director Nominations ahOther Matters

A shareholder proposal may be considered for immtus the Company’s proxy statement for the 20d2ual meeting pursuant to Rule 14a-8
of the Securities Exchange Act of 1934 (the “Exg®Act”). A shareholder wishing to nominate a Director caatiidnust be an owner of t
Company'’s stock who meets the eligibility standardder Rule 14a-8 for submitting such a proposaktrhave owned the Company’s
common stock for at least one year, must continuan the stock through the date of the 2012 anmesiting and must attend the 2012
annual meeting in person. The Company’sl&ys and Certificate of Incorporation provide thay shareholder of record entitled to vote ¢
annual meeting who intends to make a nominatio®fogctor must notify the Corporate Secretary iiting not less than 60 days and not
more than 90 days prior to the anniversary datb@fmmediately preceding annual meeting. The Botic
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must meet other requirements contained in the Cagip®8y-laws and Certificate of Incorporation, cepiof which are available on the
Investor Relations page on the Company’s websitenat.portfoliorecovery.com. Copies of such docurserdn also be obtained from the
Corporate Secretary at the address set forth henefrom the SEC. All shareholder proposals mestdzeived at the Compasyheadquarte
on or before December 29, 2011. Any proposals sttbdnihereafter will be opposed as not having higealy filed. The Nominating and
Corporate Governance Committee will consider arglitjad nominees for Board membership timely sulditoy shareholders. The
candidate’s name and a detailed background ofghdidate’s qualifications must be sent to the &tiarof the Corporate Secretary, and
should include the candidate’s principal occupaionemployment held over the past five years,aandlitten statement from the candidate
indicating his or her willingness to serve if ekttt Generally, candidates for the position of doemust be highly qualified and should have
broad training and experience in their chosen dielcthey should also represent the interests shalieholders and not those of any special
interest group.

The Nominating and Corporate Governance Commiti#tewaluate any shareholder recommendations tératviewing the materials
submitted by shareholders concerning a candidaeNbminating and Corporate Governance Committéevas that the candidate merits
additional consideration, an interview of the calatie will be conducted and appropriate refereneelchwill be obtained. The Nominating
and Corporate Governance Committee will determihether to recommend to the Board that the cand&latene be placed on the ballot at
the next annual meeting, based upon the candidsiils, ability, perceived commitment, ability tievote sufficient time to carry out the
duties and responsibilities of a director, the édaig's relevant experience in relation to the capageditilready present on the Board, and
other factors as the Nominating and Corporate Gareze Committee may deem to be in the best inteoéshe Company and its
shareholders.

The Company did not receive any recommendatiom &leareholders of potential director candidatesdémsideration at the 2011 Annual
Meeting.

As of the date of this Proxy Statement, the Boareschot intend to bring any other business bef@eédnnual Meeting except items incident
to the conduct of the Annual Meeting. The Compaay hot received notice from any shareholder ohirtie present a proposal at the Annual
Meeting. The enclosed Proxy Card will confer diioreary authority with respect to matters which aoé presently known to the Board at
time of the printing hereof and which may properyme before the Annual Meeting. It is the intentidnthe persons named on the Proxy
Card to vote such Proxy Card with respect to suatters in accordance with their best judgment.

Additional Information

There are a number of other sources for additimfiatmation about the Company. The Company fileartgrly and annual reports, proxy
statements and other information with the SEC, mafalhich can be accessed through the SEC’s wefhgt//www.sec.gov), or can be
reviewed and copied at the SEC’s Public ReferermaniRat 100 F Street N.E., Washington, D.C. 2054age call (800) 732-0330 for
further information on the Public Reference Rooime Tompany’s website, at http://www.portfoliorecoueom, also provides additional
information about the Company, including documehéd have been filed with the SEC. Printable versiof committee charters and other
governance documents can be found on the CorpGrternance section of the Company’s website. Pleagethat the information
contained on the website does not constitute agbainis Proxy Statement.

Costs of Solicitation.The Company will bear the entire cost of this pregjicitation, including the preparation, assembplhynting and

mailing of this Proxy Statement, the proxy cara, tlotice regarding the Internet availability of yyanaterials and any additional solicitation
materials sent by the Company to shareholders Ciimepany may reimburse brokerage firms and othesopesrrepresenting beneficial owr
of Common Stock for their expenses in forwarding phoxy materials to such beneficial owners. Initamld proxies may be solicited by
directors, officers and regular employees of then@any, without additional compensation, personatlipy telephone.
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Annual Report. A copy of this Proxy Statement, the Company’s 28h@ual Report to Shareholders, its audited conateid financial
statements, together with other related informatiwa available on the internet and are being madeshareholders who requested printed
versions. Additionally, these materials and the @any’s Annual Report on Form 10-K for the year ehBecember 31, 2010, as filed with
the SEC, and all financial statements or schedelgsired to be filed with the SEC pursuant to RiBa-1 may be obtained from the Investor
Relations page of our website at www.portfolioresgvcom, or by request directed to the Corporate Secretatlye Company’s
headquarters, at 120 Corporate Blvd., Norfolk, \@%5@2. A copy of the Company’s Annual Report on F&OGK, and other periodic filings
also may be obtained from the SEC’s EDGAR databagevw.sec.gov.

Electronic Delivery of Proxy Materials and Annual Report. Instead of receiving paper copies of Proxy Statésnend Annual Reports in

the mail, shareholders may elect to access thekypmaterials online at the Company’s website. Coenpany encourages all shareholders to
make the election to obtain their proxy materialbre in order to save the Company the cost of pcody and mailing these documents,
reduce the amount of shareholder mail and helgepresnvironmental resources.

This Proxy Statement is dated as of April 27, 201¥.ou should not assume that the information contaied in this Proxy Statement is
accurate as of any date other than the date of thBroxy Statement. The furnishing of this Proxy Statment to shareholders shall not
create any implication to the contrary.

By the Order of the Board of Directors.
Ju_dith S. Scott

e

4

< J

Secretary
Norfolk, Virginia
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Important Notice Regarding the Availability of Prox y Materials for the Annual
Meeting of Shareholders to be held June 10, 2011.

This proxy statement and our 2010 Annual Report to Shareholders are available at
http://www.cstproxy.com/portfoliorecovery/2011

¥ FOLD AND DETACH HERE AND READ THE REVERSE SIDE ¥

If this Proxy is executed but no instruction is giv en, the votes entitled to be cast by the undersigne  d will be cast “FOR” Pl nark

each of the nominees for Director, “FOR” proposals 2, 3, and 5 and for “1 YEAR” on proposal 4. like this
The Board of Directors recommends a vote FOR the el  ection of the The Board of Directors recommends a vote FOR
directors listed below. proposals 2, 3, and 5 and for 1 YEAR on proposal 4.
1. Election of Directors FOR all WITHHOLD AUTHORITY 2. Approve an amendment to the Company’s Amended and Restated
Nominees listed to vote for the ifi 1 i i
NOMINEES: (01) James M. Voss ke e e tChzrtgl(;::]tea(r)]f !Q(é)gﬁ]or;a:)tlr?gttcc)ac;?crease the number of authorized shares of
(02) Scott M. Tabakin D D pany '
O FORDO AGAINST O ABSTAIN
(Instruction: To withhold authority to vote for any individual nominee, 3. Approve, on a non-binding advisory basis, the Company’s 2011 executive
strike a line through that nominee’s name in the li st above) compensation;

O FORDO AGAINST O ABSTAIN
When this Proxy is properly executed, the shares to which it relates will

be voted in the manner directed herein. 4. Approve, on a non-binding advisory basis, the frequency of future

YOUR VOTE IS IMPORTANT. THANK YOU FOR VOTING shareholders’ votes on executive compensation;

N O 1YEAR O 2YEARS O 3YEARS O ABSTAIN
| plan to attend the Annual Meeting in person m}

5. Ratification of the appointment of KPMG LLP as the Company’'s
Independent Registered Public Accounting Firm for the year ending
December 31, 2011; and

O FOR O AGAINST O ABSTAIN

6. Transact such other business as may properly come before the meeting or
any adjournments or postponements thereof.

COMPANY ID:
PROXY NUMBER:

ACCOUNT NUMBER:

Signature Signature Date , 2011
Note: Please sign exactly as name appears hereon. Joint owners should each sign. When signing as attorney, executor, administrator or guardian, please give full title as such. The signer hereby revokes all proxies
heretofore given by the signer to vote at said meeting or any adjournments thereof. By signing this proxy card, you acknowledge receipt of the Proxy Statement and the Notice of Annual Meeting of Shareholders to be
held on June 10, 2011.




THIS ADMISSION TICKET IS REQUIRED FOR ADMITTANCE TO THE

PORTFOLIO RECOVERY ASSOCIATES, INC.

Annual Meeting of Shareholders to be held June 10, 2011
For Holders of Record as of April 12, 2011

EACH SHAREHOLDER MAY BE ASKED TO PRESENT VALID PICT URE IDENTIFICATION, SUCH AS
DRIVER'’S LICENSE OR EMPLOYEE IDENTIFICATION BADGE, IN ADDITION TO THIS ADMISSION TICKET.

¥ FOLD AND DETACH HERE AND READ THE REVERSE SIDE ¥

Proxy Card

PORTFOLIO RECOVERY ASSOCIATES, INC.
Proxy Solicited by the Board of Directors

For Annual Meeting of Shareholders to be held June 10, 2011
For Holders of Record as of April 12, 2011

The undersigned hereby appoints the proxies selected by the Company’s Board of Directors, with the powers the
undersigned would possess if personally present, and with full power of substitution, to vote at the Annual Meeting of
Shareholders of PORTFOLIO RECOVERY ASSOCIATES, INC. to be held at Noon on June 10, 2011, and at any
adjournments thereof, on the following proposals.

You are encouraged to specify your choices by marking the appropriate boxes, SEE REVERSE SIDE . Your shares cannot

be voted unless you sign, date and return this card, or vote your shares by using either of the means described on the
reverse side.

The proxies are authorized to vote in their discret  ion with respect to other matters that may properly come before
the Annual Meeting or any adjournment thereof. As o  f April 27, 2011 (the approximate date of this mail  ing), Portfolio
Recovery Associates, Inc. does not know of any such other matters to be presented at the Annual Meetin  g.

SEE REVERSE SIDE



