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PORTFOLIO RECOVERY ASSOCIATES, INC.
120 CORPORATE BLVD, SUITE 100
NORFOLK, VA 23502

PROXY STATEMENT FOR THE ANNUAL MEETING OF STOCKHOLD ERS
TO BE HELD ON MAY 11, 2005

Solicitation of Proxy and Voting Information

You are receiving a Notice of Annual Meeting, Pr&tatement and Proxy Card from Portfolio Recovesgatiates, Inc. (the “Company”)
because you own shares of common stock in the Coynfane Company’s Board of Directors (the “Boarid’soliciting your proxy to vote i
its 2005 Annual Meeting of Stockholders (the “Anhhkeeting”), which is scheduled to begin at 12:000N, local time, on Wednesday,

May 11, 2005, in Norfolk, Virginia. This Proxy S¢ambent describes the proposals which will be oratenda at the Annual Meeting, and any
adjournments or postponements thereof, as wellhes anportant information about the Company. Theppsals on the agenda for which
your vote is being solicited ar

1. The election of two directors for a term of thresass,

2. The approval and ratification of the seleectdf the Company’s independent auditors for thedli year ending December 31, 2005,
and

3. Such other matters as may properly come beforentheting.

In addition to the formal items of business to beulght before the meeting, the Chief Executive €ffiof the Company will report on the
Company’s operations and respond to stockholdestiues. This Proxy Statement gives you informattmat will help you make an informed
voting decision. The Company’s 2004 Annual Repoi$tockholders, which includes audited consolidéitezhcial statements for the fiscal
year ended December 31, 2004, is being mailed onith these materials. The Notice of Annual Megtithis Proxy Statement and the Pr
Card are first being mailed to stockholders onlbmua April 15, 2005.

VOTING AT THE MEETING
Date, Time and Place of the Meeting
We will hold the Annual Meeting at our corporatetiguarters, located in Norfolk, Virginia. Our adslrés:

Portfolio Recovery Associates, Inc.
Riverside Commerce Center
120 Corporate Blvd., Suite 100

Norfolk, Virginia 23502

The Annual Meeting will begin promptly at 12:00 Nmdocal time, on May 11, 2005.
Who May Vote

Each holder of shares of the Company’s common sdbttke close of business on March 25, 2005 (thectiRd Date”) is entitled to notice of
the Annual Meeting and to attend and vote at theuahMeeting. Such persons are considered “holoferscord.” As of the Record Date,
approximately 15,579,610 shares of common stockefCompany were issued, outstanding and




entitled to vote, which were held by approximatB/holders of record maintaining shares on beHa&{&38 beneficial owners. The
following table sets forth the persons or entiieewn by the Company to be the beneficial ownenmnofe than five percent (5%) of the
Common Stock of the Company as of March 25, 2005.

Name and Address of Beneficial Owr Shares Beneficially Owni Percent Beneficially Owne
Veredus Asset Management, LLC

6060 Dutchmans Lane, Suite 320

Louisville, KY 40205 1,838,650(1 11.8%

Second Curve Capital, LLC
200 Park Avenue, Suite 3300
New York, NY 1016¢€ 848,965(2 5.4%

(1) Based on information filed in a Schedule 13G wlith U.S. Securities and Exchange Commission witbveent date of February 9,
2005, in which Veredus Asset Management, LLC wastified as a registered investment advisor, apdrted that it has sole voting
power over 1,574,550 shares, shared voting powar 284,100 shares and sole power to dispose areict the disposition of the
1,838,650 share

(2) Based on information filed in a Schedule 13G g U.S. Securities and Exchange Commission witevent date of December 31,
2004, in which Thomas K. Brown was identified as tlwner of Second Curve Capital, LLC, and bendfmiaer of 848,965 shares of
the Compan’s common stock with shared power to dispose oiréxidthe disposition of the 848,965 sha

Entities holding shares on behalf of the ownerthefshares, such as banks, brokerage firms andmdh@nees who are beneficial holders of
the Company’s stock as of the close of busineddianch 25, 2005, are requested to forward theserial¢o beneficial stockholders. The
Company will pay the reasonable mailing expensesried for this purpose. Any stockholder who doaisraceive a copy of the Notice of
Annual Meeting, Proxy Statement and Proxy Card oiagin these materials at the Annual Meeting, bytacting the Company'’s investor
relations liaison, at 757- 519-9300, ext. 13010siaremail, ainfo@portfoliorecovery.com.

Quorum for the Meeting

A majority of holders of the issued and outstandihgres of stock of the Company entitled to vaprasented in person or by proxy, will
constitute a quorum. A quorum of stockholders tlinecessary to take action at the Annual Meefimpll will be taken of the votes cast on
each proposal on the agenda. Continental Stocksenand Trust Company has been appointed by thg@oy’s Board of Directors, to act
as the inspector of election. The inspector oftelaawill tabulate the votes cast by proxy or imgmn at the Annual Meeting and determine
whether a quorum is present. In the event thataum is not present at the meeting, the Annual Mgewill likely be adjourned or postpon
in order to solicit additional proxies.

How to Vote

As a holder of common stock of the Company, yourarited to attend the Annual Meeting and vote yshiares in person. You also may \
your proxies by mail. You are entitled to cast @n&e per share owned as of the Record Date for pagosal to be considered at the Anr
Meeting.




Voting By Mail

If you do not expect to attend the Annual Meetimgérson, and choose to vote on proposals on #redadoy mail, simply complete the
enclosed proxy card, date and sign it, and retumthe postage-paid envelope provided. With respeany other matters not on the agenda,
which may properly come before the Annual Meetyayr proxy will be voted at the discretion of Walih Brophey and David Roberts in
accordance with their best judgment. If you artoaldolder whose shares are held in “street name’ {n the name of a broker, bank or
other record holder), you can obtain a proxy, etegtin your favor, from the record holder, sigand return it to the Company, or you may
direct the record holder of your shares how to woter proxy.

Voting At the Annual Meeting

If you are planning to attend the Annual Meetingd ansh to vote your shares in person, you will beeg a ballot for that purpose at the
meeting. If you are a stockholder whose sharebelrkin “street name” (i.e., in the name of a brokank or other record holder), you will
not be able to vote in person at the Annual Meetigvever, you should provide your voting instran8 to your broker or bank so that they
may vote on your behalf.

Changing or Revoking Your Proxy
You may change or revoke your proxy at any timefeeft is voted at the Annual Meeting by the follogy methods:
» Send a written notice of a revocation of a pregythat it is received before the taking of theevaitthe meeting to:

Judith S. Scott
Executive Vice President, General Counsel and &agre
Portfolio Recovery Associates, Inc.
Riverside Commerce Center
120 Corporate Blvd., Suite 100
Norfolk, VA 23502
Fax: 757-321-2518

« Attend the Annual Meeting and vote in person. ivatiendance at the Annual Meeting will not in afidtself revoke your proxy. In order to
revoke your proxy, you must also vote your shatéseaAnnual Meeting.

If you require assistance in changing or revokingnyproxy, please contact the Secretary of the Gmypat the address above.

Preliminary voting results will be announced at¢baclusion of the Annual Meeting. The Company aiflo publish final voting results in its
Quarterly Report on Form 10-Q for the second quaft@005.

Corporate Governance

The Company’s corporate governance principles hadharters of each Board committee are postets avebsite at
www.portfoliorecovery.com These materials are also available in print




to any stockholder upon request. The Board regutakliews major corporate governance developmerdsrodifies its governance
principles, committee charters and key practicesasanted. Additionally, each year the Board canslan assessment of its committees and
itself. At the conclusion of the assessment ther@oaes the information obtained to evaluate afide@s processes and charters. These
procedures enhance director, committee and Bo&dtieeness and enable the Board to determine whethy procedure or charter
modifications are appropriate. Any resulting magifions are reflected on the Investor Relationemddghe Company’s website.

The Board has established guidelines to assistdetermining director independence, which conftorthe independence requirements in the
Nasdaq Stock Exchange listing standards. Based tiigse standards, the Board has concluded thajagityaf its members are independt
directors. This determination was made based upam@er of factors, including the following:

 Except for Steven D. Fredrickson, the Companyiai@nan and Chief Executive Officer, no directoaisofficer or employee of the
Company or its subsidiaries;

» No director has an immediate family member whanfficer of the Company or its subsidiarieshas any current or past material
relationship with the Company;

* No director, other than Mr. Fredrickson, has veatior, been retained by, or received anythingubStantial value from the Company aside
from director compensation;

» No director is, or ever was, employed by the petalent auditors for the Company;

* No executive officer of the Company serves onGbenpensation Committee or the board of directbemy company that employs a
director or any member of the immediate family afigector; and

» No director is an executive of any entity fromigththe Company purchases goods or services,which the Company makes charitable
contributions.

The Company has adopted a Code of Ethics whichiespi all officers, employees and directors, idelg the Chief Executive Officer and
the Chief Financial Officer. A copy of the Codekthics, and the Company’s corporate governanceiptes, are posted on the Company’s
website at www.portfoliorecovery.copor you may obtain a copy by sending your reqirestriting, addressed to the Corporate Secretary, a
the Companys corporate headquarters. The Company will disctisenendments to the Code of Ethics, as welhgsnaivers thereof, on i
website to the extent permissible by the rulesragdlations of the Securities and Exchange Comomssind the Nasdaq Stock Exchange.

The Audit Committee has established proceduresable anyone who has a concern about the Compathjtzal conduct, accounting,
internal accounting controls or auditing mattessg@gmmunicate that concern directly to the Auditf@attee. Such communications are
confidential and anonymous, and may be reportgohioye to a toll-free phone number that is postedl @&ompany sites and published on
the Company’s intranet. Any such communicationgpaoenptly reviewed by the Chairman of the Audit Goittee and addressed by the
Audit Committee and General Counsel.

The Company’s Board of Directors currently considtsix directors. The Board held five formal megs in 2004 and also held informal
discussions by telephone during the year, as nedtledemployee directors meet regularly in privegssions, and hold at least one session
each year for the purpose of reviewing and assg$seBoard’s effectiveness. The Company does an b formal policy regarding
attendance at its regular meetings or at its Annual




Meeting of Stockholders. The Board schedules itestings and the Company’s Annual Meeting of Stocttbrd at times and dates to permit
maximum attendance by directors, taking into actthumdirectors’ schedules and the timing requineisief applicable laws. Of the five
directors in office as of the date of the 2004 Aairieeting, four attended the 2004 Annual Meetih§tockholders. One director (Peter
Cohen) attended 60% of the scheduled Board medtirf304. All other directors attended 100% ofradletings.

The Board has adopted written charters for eadts standing committees: the Audit Committee, tlmenPensation Committee and the
Nominating and Corporate Governance Committee.Bdard has determined that all members of its cotemstare independent and sat
the relevant SEC independence requirements apf@italnembers of such committees. Members of thditATommittee also satisfy a
separate Securities and Exchange Commission indepea requirement, which provides that they mayanoept, directly or indirectly, any
consulting, advisory or other compensatory fee ftbenCompany or any of its subsidiaries, other thair directors’ compensation. All
committees report their activities to the Boarde Board is regularly kept informed of the Comparisiness through written reports and
reports of operations, financial and other repprésented at meetings and between meetings ofdhsEnd its committees.

Directors are divided into three classes. The tefroffice of one class of directors expires eacarry&he term of James Voss, who is in the “3
rdClass” of directors, expires on the date of the2@8fnual Meeting. Scott Tabakin was appointed &Rbard in fiscal year 2004 and was
placed in the “3dClass” of directors, and will therefore stand fteotion at the Annual Meeting. It is expected thath of the nominees will
be available for election; however, should any n@eibe unable to stand for election, all proxidshei voted for the election of a substitute
nominated by the Board.

Audit Committee

The Audit Committee, whose chairman is James Varss,whose other current members are Peter CohdlierBrophey and Scott
Tabakin, held eight formal meetings during 2004} aret informally between meetings. Committee megstiare typically held in conjunction
with scheduled Board meetings; however, the Audin@ittee also met between Board meeting dates. Bachber of the Audit Committee
is “independent,” as that term is defined by thpligpble standards promulgated by the National Aisgimn of Securities Dealers, and meets
the heightened criteria for independence applicetbitaembers’ audit committees under Rule 4200(3)¢h8 Rule 4350(d)(2)(A) of the
National Association of Securities Dea’ listing standards. The Board has determined Mratvoss, Mr. Cohen and Mr. Tabakin are all
qualified as “audit committee financial expertsiirguant to Section 401(h) of Regulation S-K. Thimmittee is primarily concerned with the
integrity of the Company'’s financial statementg @ompany’s compliance with legal and regulatoguireements, the independence and
qualifications of the independent auditor and taggrmance of the Company’s internal audit functon independent auditor. The Audit
Committee is not responsible for the planning ordiect of the audits, or the determination thatGeenpany’s financial statements are
complete and accurate and in accordance with gignarzepted accounting principles. The Audit Corted’s duties include: (1) selecting
and overseeing the independent auditor and apgy@udit and non-audit services and related fe@sg{2ewing the scope and the results of
the audit; (3) overseeing financial reporting &tité, including quarterly and annual reports, #mlaccounting standards and principles
followed; (4) reviewing the organization and scapp¢he Company’s internal audit function; (5) prdivig independent, objective oversight of
the




Company’s accounting functions, and reviewing withnagement and independent auditors the adequattenfal controls; and

(6) performing such other duties as set forthsrcharter. The charter of the Audit Committee waapéed by the Audit Committee on
December 4, 2002. In 2004, the Audit Committee atadrits charter, after completing a review of thle of the internal audit functions and
the relationship between the Company’s Internalitancénd the Audit Committee. The Committee alsdawed its practices and procedures
to assure continued compliance with the internatrod reporting provisions of the Sarbanes-Oxley éfc2002 and related regulatory
requirements. The Audit Committee’s charter, inolgdall amendments thereto, is available at the @amg’s web site, at

www. portfoliorecovery.com or will be mailed to any stockholder who sendes@uest to the Corporate Secretary at the Compangiking
address. The Audit Committee’s report appears ge 8.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committeéese Chairman is William Brophey, and whose othegrent members are James
Voss, Scott Tabakin and David Roberts, met fouesiduring 2004. Each member of the Nominating amgh@ate Governance Committe
“independent,” as such term is defined Nasdaq B2 (a)(15). The activities of the Nominating aratidrate Governance Committee are
governed by a formal written charter. The chaitesiuding all amendments thereto, is availabldhat€ompany’s web site, at
www.portfoliorecovery.com or will be mailed to any stockholder who sendsguest to the Corporate Secretary at the Compamgiking
address. This committee’s responsibilities incltideselection, qualification and compensation ofator nominees and the development and
continuous review of the Company’s corporate goarce principles. The committee annually reviewsator compensation and benefits;
oversees the annual self-evaluations of the Baaddta committees, as well as director performaarm board dynamics; and makes
recommendations to the Board concerning the strei@tnd membership of the other board committeeaddtition, the Nominating and
Corporate Governance Committee reviews Companygipelirelated to ethics and public and social issuesrtant to the Company, and
makes recommendations to the Board on such isswesstire that the Company fulfills its missions abjgctives.

This committee is also responsible for the selacséind recommendation to the Board of nomineesléation as directors. In addition to
considering candidates suggested by current digatompany officers and employees, the commitbesiders candidates recommended by
stockholders. The committee screens all candidaté®e same manner, regardless of the source aétttenmendation. The committee’s
initial review is typically based on written matss provided with respect to the candidate. Therniitee determines whether the candidate
meets the Company’s general qualifications, posse® skills required of directors, and whethquesting additional information or an
interview is appropriate. Certain minimum qualitioas must be met by a nominee for a position enbibard of directors. Specifically, the
nominee should understand that the principal diigydirector is to represent the stockholders ef@ompany. The nominee should also
possess the highest level of professional and patsthics and values, be free of any materiall@irdf interest with respect to board serv
have broad experience at the policy-making levaleththe ability to provide insight and practicabdom based on experience and expertise,
be independent as defined in Nasdaq Rule 4200(a)§@mble to understand and relate to the cuttfitee Company, have sufficient time to
properly discharge the duties associated with sgras a director, and have experience and knowldg@ddevill enhance or maintain a
diversity of business background among board mesnber




In addition, one or more of the Company’s directorsst possess experience with publicly held congsaand background and experience
necessary to qualify as an “audit committee finahexpert” as defined in Item 401(h)(2) of Regulat5-K of the Securities and Exchange
Commission.

The committee generally relies on recommendatioadeny directors and executive officers of the Camypto identify nominees for
director. Any stockholder may make nominations weéhpect to the election of directors in accordamitie the provisions of the Company’s
bylaws establishing the information and notice remaents for such nominations. Prior to 120 dayadwance of the anniversary date of the
Proxy Statement for last year’'s annual meetingQbmpany did not receive any recommendations frimtkbolders for potential director
candidates for consideration by the committee.

The committee recommended each of the candidates-fdection to the board to be included on thHobtor the 2005 Annual Meeting.

Compensation Committee

The Compensation Committee, whose chairman is DRwlaerts, and whose other current members are €etem, Scott Tabakin and
William Brophey, held three formal meetings dur@P4, and met informally between meetings. As diesdrin its charter, this committee
has two primary responsibilities: (1) to estabkstecutive officer compensation policies and revéad approve executive compensation; and
(2) to monitor the Company’s management resoustes;ession planning, and the development, seleatidrperformance of key executives.
The charter of the Compensation Committee is avigilat the Company’s web site, at www.portfolionsery.com, or in print to any
stockholder who sends a request to the Corporatetaey at the Company’s mailing address. Each neembthe Compensation Committee
is “independent,” as that term is defined by thpligpble standards promulgated by the National gisdimn of Securities Dealers. No
member of the Compensation Committee, during figeal ended December 31, 2004, was an officer pt@me of the Company or any of
its subsidiaries, or was formerly an officer of tB@mpany or any of its subsidiaries. The committ@eport to stockholders begins on page
12.

Board of Directors

The following table sets forth certain informatiainout the Company’s directors:

DIRECTOR AGE TITLE APPOINTED

Steven D. Fredrickson 45 President, Chief Executive Officer March 1996%)
and Chairman of the Boa

William P. Brophey 67 Director November 2002
Peter A. Cohel 58 Director November 2002
David N. Robert: 43 Director March 199¢()
James M. Vos 62 Director November 2002
Scott M. Tabakir 46 Director August 2004




(1) Steven D. Fredrickson and David N. Roberts wppoanted as directors of the Company upon its meah August 2002. They were
each managers of Portfolio Recovery Associatesd.,lthe predecessor entity to the Company, stsceréation in March 199

Nominees for Election to Three-year Terms Which WIlExpire in 2008

« James M. Voss, Director - Mr. Voss has more than 35 years of business &quar as a senior financial executive. He curremtigds Voss
Consulting, Inc., serving as a financial consultantommunity banks regarding policy, organizatioredit risk management and strategic
planning. From 1992 through 1998, he served asiarsexecutive of First Midwest Bank, holding thesfiions of executive vice president
and chief credit officer. Mr. Voss’ experience imdés more than 24 years as a senior executive {198%) with Continental Bank of
Chicago, and he has held the position of chiefrfoiea officer at Allied Products Corporation (199091), a formerly publicly traded
diversified manufacturer (NYSE). Currently, he sson the board of Elgin State Bank. Mr. Voss ek Bn M.B.A. and Bachelor’'s Degree
from Northwestern University.

 Scott M. Tabakin, Director - Mr. Tabakin was appointed a director of the Conypia 2004. A seasoned financial executive, Mr. 8kib
brings significant public-company experience to@mmpany. Mr. Tabakin served as Executive Vice iBesd and CFO of Amerigroup,
(NYSE: AGP), a managed health-care company, throlgliall of 2003, and prior to that was Executitiee President and CFO of Beverly
Enterprises, Inc. (NYSE: BEV), one of the natiolasyest providers of long-term health care. Eaihidris career, Mr. Tabakin was an
executive with the accounting firm of Ernst & Yourtde is a certified public accountant and recei@dlS. degree from the University of
lllinois.

Directors Continuing in Office — Terms Expiring in 2006

» Seven D. Fredrickson, President, Chief Executive Officer and Chairman of the Board - Prior to co-founding the Company in 1996,

Mr. Fredrickson was Vice President, Director of deliold Recovery Services’ (“HRSC”) Portfolio SeesdGroup from late 1993 until
February 1996. At HRSC Mr. Fredrickson was ultimatesponsible for HRSC's portfolio sale and pusstharograms, finance and
accounting, as well as other functional areas rRoigoining HRSC, he spent five years with Houddl@ommercial Financial Services
managing a national commercial real estate wortearh and five years with Continental Bank of Chicag a member of the FDIC workout
department, specializing in corporate and reatestarkouts. He received a B.S. degree from thevétsity of Denver and an M.B.A. degree
from the University of lllinois. He is a past boarsember of the American Asset Buyers Association.

* Peter A. Cohen, Director - Mr. Cohen is the founder of Ramius Capital GrdupC an absolute return, multi-strategy registeragstment
advisor with over $7.5 billion of assets under ngment. Mr. Cohen is currently a Managing Membeheffirm and senior member of the
firm’s Executive Committee. Mr. Cohen began hissearat Reynolds & Co. as a securities analystainéq the firm of CBWL-Hayden
Stone at the end of 1970. From 1971-1990 he helduspositions inside the firm which eventuallichme Shearson Lehman Brothers. In
1981 he was named COO of the firm, 1983 Presidehtl@84 Chairman and CEO. In 1991, Mr. Cohen forRRedublic New York Securitie
and Republic Asset Management for Republic Nati@zalk of New York. Over his career he has served namber of corporate, industry
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and philanthropic boards, including the New Yorkdt Exchange, Federal Reserve International Cdditaket Advisory Committee,
Depository Trust Company, Ohio State University iraation, New York City Opera, American Express Camp GRC International,
Olivetti SpA, Société Gémale de Belgique, Telecom ltalia SpA, Presiderititld Corporation and Kroll, Inc. He is presenthpaector of The
Mount Sinai-NYU Medical Center & Health System, Thigan Corporation and Scientific Games Corporatiditer receiving a Bachelor of
Science degree from Ohio State University in 1988,Cohen earned his M.B.A. from Columbia Univeysit 1969.

Directors Continuing in Office — Terms Expiring in 2007

» William P. Brophey, Director — Currently retired, Mr. Brophey has more than 8&rg of experience as president and chief execotiicer

of Brad Ragan, Inc., a (formerly) publicly tradagd@notive product and service retailer, and asn@sexecutive at The Goodyear Tire and
Rubber Company. Throughout his career, he held numsdield and corporate positions at Goodyeahiareas of wholesale, retail, credit,
and sales and marketing, including general margetianager, commercial tire products. He servedesdent and chief executive officer
and a member of the board of directors of Brad Rage. (a 75% owned public subsidiary of Goodydamn 1988 to 1996, and vice
chairman of the board of directors from 1994 to@,98hen he was named vice president, original egeiy tire sales worldwide at Goodyz
From 1998 until his retirement in 2000, he was agdécted president and chief executive officernd chairman of the board of directors
of Brad Ragan, Inc. Mr. Brophey has a businessagefyom Ohio Valley College and attended advancadagement programs at Kent State
University, Northwestern University, Morehouse @gk and Columbia University.

* David N. Raberts, Director - Mr. Roberts has been with Angelo, Gordon & CoR.Lsince 1993. He currently manages the firm'sgbei
equity and special situations area and was thedwof the firm’s opportunistic real estate area. Rbberts has invested in a wide variety of
real estate, corporate and special situationsardiosis. Prior to joining Angelo Gordon, Mr. Rolsentas a principal at Gordon Investment
Corporation, a Canadian merchant bank, from 198®88, where he participated in a wide varietyriigipal transactions including
investments in the real estate, mortgage bankidg@ad industries. Prior to joining Gordon Investrh€orporation, he worked in the
Corporate Finance Department of L.F. Rothschildnelie specialized in mergers and acquisitions. &$eahB.S. degree in economics from
the Wharton School of the University of Pennsylaani

PROPOSAL ONE: ELECTION OF DIRECTORS

The Board of Directors of the Company presentlystsis of six members classified into three clasgash director serves a three-year term.
Only one class of directors is elected at each @meeting of stockholders. At the 2005 Annual Ntegttwo directors, James Voss and S
Tabakin are to be elected to serve in the “3rd lagdirectors, and upon election, will hold offifor three-year terms, expiring on the date
of the 2008 Annual Meeting of Stockholders or utitéir successors are elected and qualified. Mss\Wurrently serves as Chairman of the
Audit Committee, and also serves on the Nominadimg) Corporate Governance Committee. Mr. Tabakireatiy serves on the Audit
Committee, the Nominating and Corporate Govern@wmwamittee and the Compensation Committee. The negsiare both independent
directors in accordance with the Nasdaqg Excharsgadi standards, and have consented to be nantei iRroxy Statement and to serve if
elected. However, if for any reason either nomisagable to serve (which is not anticipated),ghares represented by all valid proxies will
be voted for the




election of such other person as the Board may mat@iat the Annual Meeting.

Proxies will be voted for the election of the ab&we nominees for relection as directors. Directors will be electedabylurality of the vote
cast or represented by proxy at the Annual Meefingker nonvotes (i.e. where brokers are prohibited from eisérg discretionary authori
for beneficial owners who have not returned a pyaxiyl be treated as abstentions. Under Delawanee@® Corporate Law, an abstaining
vote is not deemed a “vote cast’represented by proxy. As a result, abstentioasat included in the tabulation of the resultstomelectior

of directors, and therefore do not have the efiéobtes in opposition. Nominees for director wikaaive the affirmative votes of a plurality
of the common shares represented and voting impensby proxy at the Annual Meeting will be eletténformation about the nominees and
the continuing directors whose terms expire infiityears is set forth above.

The Board of Directors unanimously recommends a vet“FOR” the nominees named above .
Director Compensation

Compensation for non-employee directors is desigoddirly pay directors for the work that is recpd of them, based on the Compansize
and scope, and to align directors’ interests withlbng-term interests of stockholders. In fisezdy2004, non-employee directors received a
quarterly retainer of $3,750, except for the Chainrof the Audit Committee, who received a retaofes5,000 per quarter. Beginning in the
second quarter of 2005, the retainer of the Chairafahe Audit Committee will increase to $8,750 gearter, and all other non-employee
directors’ retainers will increase to $7,500 pearer. Each director is also reimbursed for tr&glenses in connection with attendance at
Board meetings. Prior to the adoption of the CorgfsaAmended and Restated 2002 Employee Stock Optian and 2004 Restricted Stock
Plan (the “Amended Plan”), non-employee directereived annual grants of 5,000 stock options; hewern accordance with the provisions
of the Amended Plan, they now receive 2,000 rdsttishares upon their initial appointment to thamipand 1,000 restricted shares each
thereafter, on the anniversary date of their apgpuént.

Security Ownership of Certain Beneficial Owners andManagement

The Company has reserved an aggregate of 2,008(z08s of common stock for issuance to employegsamemployee directors under
Amended Plan. The following table contains inforimatabout the beneficial ownership of the Compargsimon stock as of March 25,
2005, of (i) each of the Company'’s directors, tfi@ Company’s Chief Executive Officer, (iii) thedi most highly paid officers, and (iv) all
directors and executive officers as a group. Exasphdicated by footnote and subject to commumityperty laws where applicable, to the
knowledge of the Company the persons or entitiesatkin the table below have sole voting and investrpower with respect to all share:
common stock shown as beneficially owned by thentomputing the number of shares beneficially owimgd person or entity and the
percentage ownership of that person or entitypwitanding stock options currently exercisablexarcisable within 60 days of March 25,
2005 are deemed outstanding.
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Shares Percent

Name Beneficially Ownec Beneficially Ownec

Steven D. Fredrickson (. 425,38! 2.7%

Kevin P. Stevenson (: 205,86 1.3

Craig A. Grube (3 125,65 0.8

Judith S. Scott (4 11,00( 0.1

William F. Q' Daire (4)(12) 9,547 0.1

Michael J. Petit (5)(12 12,09( 0.1

William P. Brophey (6 3,00¢ 0.0

Peter A. Cohen (7 24,18¢ 0.2

David N. Roberts (8 109,23: 0.7

Scott M. Tabakin (9 0 0.0

James M. Voss (1( 4,00( 0.0

All executive officers, officers and directors ( 929,95 5.9%

(1) Includes immediately exercisable options to pureh#ls 000 share

(2) Includes immediately exercisable options to purel%000 share

(3) Includes immediately exercisable options to puret&000 share

(4) Excludes 1,000 unvested restricted she

(5) Includes immediately exercisable options to pureHE}000 shares and excludes 9,360 unvested tedtslares

(6) Includes immediately exercisable options to purel3800 shares and excludes 1,000 unvested redtshtares

(7 Includes immediately exercisable optionsuechase 3,000 shares and 21,189 shares held byuR&apital Group, LLC, of which
Mr. Cohen is a senior member of the Executive Caemiand a Managing Member. Mr. Cohen shares vatindisposition authori
for the shares and disclaims beneficial interesiténshares except to the extent of his pecunideyést, if any. Excludes 1,000
unvested restricted shar

(8) Includes immediately exercisable options to purel&800 shares. Also includes 57,711 shares hetdsts for which Mr. Roberts is
beneficiary, as to which shares Mr. Roberts dist$abeneficial ownership except to the extent ofpleisuniary interest therein.
Excludes 1,000 unvested restricted she

(9) Excludes 2,000 unvested restricted she

(10) Includes immediately exercisable options to purel®800 shares. Excludes 1,000 unvested reststiaes

(11) Includes immediately exercisable options to pureh25,000 shares and excludes 17,360 unvesteittesdshares

(12) Although Mr. O’Daire and Mr. Petit are not exeaeatofficers of the Company, information concernthgir security ownership is

included in this table due to their level of comgation.

Certain Relationships and Related Transactions wittManagement and Others

PRA Investments, L.L.C. (“PRAI"), formerly one dfé Company’s principal stockholders, was formeMarch 1999 to make an investment
in the Company’s equity. Angelo Gordon, the Mangditember of PRAI, owned 1.1% of its outstanding rbership interests as of
December 31, 2004. David N. Roberts, one of the amy's directors, is a Managing Director of Ang€lordon, and maintains an indirect
economic interest in Angelo Gordon, but did notreise any voting or investment power over the shérat were beneficially owned by
PRAI, Angelo Gordon, or the entity of which he iBraited partner. In February 2005, all of the gsaof PRAI were distributed to its
investors.

In October 2004, in connection with the purchasthefassets of IGS Nevada, Inc., (“IGS”) the
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Company became a tenant in a 5,000 square foatibgilocated in Las Vegas, Nevada, used ass®8siness office. IGS and the building
which it was operating as of the purchase date wereed by James Snead. After the Company’s purabfabe assets of IGS from

Mr. Snead, the Company assumed the lease of thdifgyiand Mr. Snead was named an executive o€ttrapany with the responsibility of
managing the acquired operations of IGS. The Comparrently pays $8,040 per month as rent for @8 bffice building. The Company
believes that this rent is comparable to the resit would be charged by an unrelated third pantafsimilar building in the Las Vegas
vicinity. It is expected that the Company will véeghis building during the second quarter of figesar 2005, and re-locate IGS to a larger
facility which is owned by a party that is not tteld to the Company. The Company’s lease obligationthe 5,000 square foot building will
end at that time.

The Company requires that written agreements agetia¢ed and executed by the Company and any depetety. Such agreements must be
reviewed and approved by the Board. The agreentkstassed above were entered into after arms’ hemggotiations between the related
parties and the Company.

Compensation Committee Report

The Compensation Committee has furnished the fatigweport to stockholders of the Company in acano# with rules adopted by the
Securities and Exchange Commission:

The Compensation Committee has primary responyilhdi developing and administering the compensagitograms for the Company’s
executives, administering the Company’s incentavas stock ownership programs, reviewing the peréoree of senior executive officers,
including the chief executive officer, chief finaalcofficer, executive vice presidents and senioe\presidents, and approving compensation
actions affecting them. The committee also overdegslopment of executive succession plans and smd@sions affecting the
compensation of other company officers. A more detepdescription of the committee’s functions isfeeth in the committee’s charter,
which is published in the Investor Relations settibthe Company’s website atvw.portfoliorecovery.com .

Executive Compensation

The Compensation Committee has established fundahstandards for executive compensation in oréurther enhance the long-term
value of the Company, assist the Company in attrgeind retaining high quality talent, motivatingure performance, and aligning
executives’ long-term interests with those of inees The Compensation Committee adheres to tineipte that compensation for executive
officers, including the Chief Executive Officer,ahd first and foremost be directly and materidithked to the Company’s performance and
individual performance and should also be reas@eniabtomparison to like positions in like companiBse Compensation Committee
undertook a review of executive salaries in figadr 2004, which included an analysis and compargdahe Company’s executive officers’
salaries with those of certain comparable positinisusinesses that compete with the Company,rabdsinesses of a similar size in the
business services industry. This analysis was takksm to ensure that the Company’s executive cosgiem packages include base pay and
incentives that are appropriate and competitivaénrelevant marketplace. Additionally, the comedts intent was to ensure that the
Company’s executives’ salaries would be princippyformance based. The committee analyzed thityatfiithe Company’s executives to
substantially increase their compensation througfopmance. The performance component of each &xe&i
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compensation package is established to assistdhgény in achieving overall corporate performanzaigthat ultimately enhance
stockholder value. In accordance with this phildsgghe Company compensates its executives basedthpir performance and the
performance of the Company through three primawyaas: base pay, performance-based annual bonusg@idawards. Using this
approach, the salary portion of the compensatioexecutives may be stipulated, and a significaditeonal portion of the compensation n
be uncertain.

Base Pay

Base pay for the Company'’s executives is estaldlifiased on the scope of their responsibilitiesafiicable competitive market
compensation paid by other companies for similaitpms, the performance of the employee and aehient of established goals. The
applicable market includes companies of similag send companies in the receivables managemertebidctollection markets; however,
compensation decisions are not tied to any padiaainge or level of total compensation paid tccakiges at these companies. Base salaries
are reviewed annually, and adjusted from timenteetto recognize outstanding individual performampcemotions and competitive
compensation levels. The subjective decisions diggrexecutive officer compensation are primarigéd upon an assessment of each
executive officer’s leadership performance and pidéto enhance longerm stockholder value, relying upon judgment aleadh individual
and not on rigid guidelines or formulas in deteriminthe amount and mix of compensation elementg.fietors include: the executive’'s
performance compared to the goals and objectitebleshed for the executive at the beginning ofytbar; the nature, scope and level of the
executive’s responsibilities; the executive’s cimttion to the company'’s financial results and éltecutive’s effectiveness in leading
initiatives to increase stockholder value, prodtitstj and revenue growth.

Decisions concerning the specific compensation efgsnand total compensation paid or awarded toutixecofficers, including the chief
executive officer, in 2004 were made within thiznfrework. Another consideration was each executm@’sent salary and prior-year bonus,
and all of the benefits accruing to the executiweluding accumulated potential value of prior &based awards. Decisions involving 2004
total executive officer compensation were ultimatehsed upon performance and potential future dmrions, and whether the compensa
awarded would provide an appropriate incentive ramdard for performance that sustains and enhapogsterm stockholder value. The
compensation the Company paid to its PresidentCimelf Executive Officer and the other three exeutfficers (and the two most highly
compensated non-executive officers) of the Comganthe past three years is shown in the tableage6.

Management Bonus Program

The Company maintains a management incentive bmraggam to reward superior performance for the yEéaecutive bonuses are paid in
January for the prior year's performance, and aset upon an evaluation of each executive’s indaliperformance during the year, in the
context of the committee’s assessment of the adveealormance of the Company and the executive&nmss unit in achieving the specific
financial and other key goals established for toen@any as well as the executive’s business unis @baluation also included an assessment
of the executive’s performance compared to thenfifed, operational and strategic goals and objestistablished at the beginning of the
year. If results of operations meet or exceed radfitpbility goals, the amount of an execu’s bonus may be increased at the discretion ¢
Compensation Committee, and if the results of djmera for the year are not positive, and do noieehnet profitability goals, the
Compensation Committee may determine
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whether or not a bonus will be awarded. The anbaalses paid to the President and Chief ExecutffieeDand the other three executive
officers (and the two most highly compensated naeetive officers) of the Company for the past ¢hyears are shown in the table on page
16.

Equity Incentives

The Corporation’s equity compensation plan consistsly of the Amended Plan. The Amended Plan, whias approved by the
stockholders at the Company’s 2004 Annual Meetamgended the Company’s 2002 Employee Stock Optian @l enable the Company to
grant restricted shares of stock, in addition telsibptions, to its employees and directors. Then@any utilizes the long-term equity
incentive awards of stock options and restricteatehito promote the success of the Company anchealita value by linking the personal
interests of participants to those of its stockkadgdand providing motivation for outstanding parfance. Each stock option permits the
grantee to purchase one share of the Company’k Bt the Company at the exercise price, whicthésprice of the stock on the date of
grant. Stock options have value only to the extieatprice of the stock on the date of exercise @ks¢he exercise price. During the 2004
fiscal year, 79,350 restricted shares were awat@edployees and no stock options were granted.

Restricted shares issued by the Company to its@mp$ will convert into shares of stock only whea testrictions lapse, and only if the
individual continues to be employed by the Compdity consideration is received by the Company ferrtstricted shares granted. In
accordance with the Amended Plan, stock optiongesiticted shares generally vest ratably ovevexyiear period. The Compensation
Committee has the authority to determine eligipilihe types and sizes of grants and any vestiogigions, including acceleration of vesting
of options and restricted shares. An aggregate0®f@000 shares of the Company’s common stockeiéable for grant under the Amended
Plan, subject to a proportionate increase or dsergmathe event of a stock split, reverse stoci, gpock dividend, or other adjustment to the
Company’s common stock. The maximum number of shituat may be granted to any participant duringfaawal year is 200,000.

More than 270 current employees have been awaniedromore stock based awards pursuant to the AadeRthn. This includes 79,350
restricted shares which were awarded in fiscal 288¢. Stock based awards are a vital elemento€timpanys practice to identify, devel
and motivate the high-producing employees who sufitain the Company’s outstanding performance byiging incentives for these
employees to sustain and enhance long-term acceimpdints. During fiscal year 2004, no stock optiwase granted to employees. The
Company has always expensed its stock options.

The table below provides information with respecsécurities authorized for issuance under the @Gmoryip equity compensation plans as of
December 31, 2004:
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Number of
Weighted- Securities
Number of | Number of Securities to | average Remaining
Securities be Issued Upon Exercis | Exercise Price o [ Available for
Authorized | of Outstanding Options, | Outstanding Future Issuance
for Issuance | Warrants, and Rights or | Options, Under Equity
Under the Upon Vesting of Warrants and Compensation
Plan Category Plan Restricted Shares Rights (1) Plans (2)
Equity compensation plans approved by security drs 2,000,00! | 836,34% $ 12.57]1,086,62C
Equity compensation plans not approved by sechutgers None |None N/A [None
Total 2,000,001 | 836,345 $ 12.57 |1,086,62C

(1) Includes grants of restricted shares, for whitdre is no exercise price, but with respect to tvkitares are awarded without cost when
the restrictions have been realized. Excludingriiigact of the restricted shares, the weighted @éeexercise price of outstanding
options, warrants and rights is $14.

(2) Excludes 77,035 exercised options and vested shahésh are not available for-issuance

Under the Amended Plan, 2,000,000 shares haverhada available for issuance. The table above teftee number of shares subject to
outstanding awards and the amount available faréussuance. All awards were in the form of stopkons with an exercise price equal to
the fair market value of the stock at the granedakcept for (a) grants of 97,395 shares of #stiistock which were issued to employees
directors, and (b) warrants to purchase shardseo€bmpany’s common stock which were receivedrasut of a one-for-one warrant
exchange in connection with the reorganizatiorhef€ompany in 2002, all of which have an exercrgmepf $4.20 per share, of which
40,000 remain unexercised.

The number of stock options and restricted sharasted to our Chief Executive Officer and the fimest highly compensated senior
executives, and the value of these awards, arershrothe table on page 16.

Perquisites

The Company does not provide perquisites to its@kees, other than the typical fringe benefitskzaye offered to all employees. The
Company pays the total cost of a mandatory anreedtihevaluation for its executive officers; howevbe annual health evaluation is
considered to be a condition of employment, andarrquisite.

Compensation of the Chief Executive Officer

The Chief Executive Officer’'s base salary for 20@#s determined by the Compensation Committee adftéewing his Employment
Agreement, his current compensation relative tactirapensation of comparable chief executive offiéera peer group comprised of similar
companies of similar size as the Company. The 2@0is paid to the Chief Executive Officer was bame@n evaluation of his leadership
performance, his potential to enhance loagn shareowner value, meeting and exceeding ngr&aformance goals which were establishe
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the beginning of 2004 by the Compensation Commitiad the extent to which these goals were achievedceeded. Factors involved in
Chief Executive Officer’s incentive compensationluted financial achievements, such as his roleading the Company to strong financial
results in 2004, realizing earnings goals, achigWetter than forecast results and achieving siganif profitability increases, thereby
enhancing long-term stockholder value. Other carsitibns in arriving at his total compensationuidield his leadership in driving growth
initiatives and building growth capability, includj the acquisition of a skip-tracing business deions in making the company a leader in
the collections business and in financial transpayeAll of these factors were collectively takema account by the Compensation Comm

in recommending the salary and bonus for the Gbkefcutive Officer. The compensation for the Compayher executive officers was
determined in a similar fashion.

Summary Compensation Table

The following table sets forth all compensation edea to, earned by, or paid to the Company’s Chiefcutive Officer and the other three
executive officers (and the two most highly comated non-executive officers) for all services rerdego the Company and its subsidiaries
for the fiscal years ended December 31, 2004, 20@32002, except as may otherwise be specificaligch

Annual Compensation Long-Term Compensation
Name and Principal Position Year Salary($) Bonus($)(1 Warrants(#)/Options(#)/Restricted Stocl
Steven D. Fredricksa 200< 225,000 625,00( 0/0/0
President, Chief Executi\ 200z 197,600 425,00( 0/0/0
Officer and Chairman of the Board { 200z 248,85¢ 425,00( 0/190,000/C
Kevin P. Stevenso 2004 150,00( 420,00( 0/0/0
Executive Vice President, Chi 2002 132,50( 290,00( 0/0/0
Financial Officer, Treasurer ai 200z 163,38. 285,00( 0/105,000/C
Assistant Secretary (.
Craig A. Grube 2004 150,00 420,00( 0/0/0
Executive Vice Preside- 200Z 132,50( 290,00( 0/0/0
Acquisitions (3) 200z 156,97( 280,00( 0/105,000/C
William F. Q' Daire (2) 200< 100,00(¢ 200,00( 0/0/25,66C
Senior Vice Presiden 200z 90,00C 160,00( 0/0/0
Operations 200z 80,00 160,00( 0/75,000/C
Michael J. Peti 2004 127,30¢ 185,00( 0/0/25,66C
Senior Vice Presiden 200Z 103,23¢  150,00( 0/50,000/290,19
Specialty Acquisitions (2)(4
Judith S. Scol 200< 100,00 150,00( 0/0/25,66C
Executive Vice Presider 200z 90,00C 100,00( 0/0/0
General Counsel and Secret 200z 83,88t 50,00( 0/25,000/C

(1) This table reflects for a given year all bonusasied by the above officers for such years. Thag2my typically pays bonuses in the
year following the year in which the bonus was edr

(2) Although Mr. C Daire and Mr. Petit are not executive officershef Company, their compensation det
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are included in this table due to their level ofngensation

(3) Prior to the Company’s initial public offering Movember 2002, the Company was operated as atitibility company and
Mr. Fredrickson, Mr. Stevenson and Mr. Grube weare-amployee members of the limited liability compafs such, they were
required to pay self-employment taxes, as welltheraaxes not typically incurred by executive odfis of a corporation; consequently,
they were given additional compensation in 2002iargtior years to offset the impact of the Comparoperations as a limited
liability company as compared to a corporation,gach of the periods present

(4) Compensation for 2003 includes $50,000 paid agr-on bonus
Warrant and Stock Option Exercises in Fiscal Year @04 and Year-End Values

The Company did not grant any options or warranthé Chief Executive Officer and the other threeceitive officers (and the two highest-
paid non-executive officers) in 2004.

The following table provides information, for théni€f Executive Officer and the other three exeautificers (and the two most highly
compensated non-executive officers), regardingiptsly granted warrants and stock options exerdastdyear, and stock options held at the
end of 2004, the value received as a result of suehcises, as well as vested and exercisablensptiod unvested and unexercisable options
held by such executives, and their values.

As of December 31, 2004

Value of
Unexercised
Shares  Value Realizec Unexercised Options/Warrants at Y/E and Vested Value of Unexercised

Name Acquired Upon Exercise Exercisable Unexercisable Options and Unvested Option
Steven D. Fredricksc — 3 — 76,00( 114,000 $2,144,721 $ 3,217,08!
Kevin P. Stevenso — 3 — 42,00( 63,00( $1,185,241 $ 1,777,86!
Craig A. Grube — 3 — 42,00( 63,00( $1,185,241 $ 1,777,86!
Judith S. Scott (1 7,500 $ 226,23! 10,00( 16,000 $ 282,20( $ 464,52(
William O’ Daire (1)(3) 15,000 $ 351,90( — 46,000 $ — % 1,311,12
Michael J. Petit (2)(3 2,09C $ 55,28 10,00( 49,36( $ 134,50( $ 923,81¢
Total 24,59( $ 633,41t 180,00( 351,36( $4,931,901 $ 9,472,25!

(1) Includes 1,000 unvested, unexercisable restridiaces.
(2) Includes 9,360 unvested, unexercisable restridtaces.

(3) Although Mr. O’Daire and Mr. Petit are not exaeatofficers of the Company, details of their stdukdings and exercises are included
in this table due to their level of compensati

Employment Agreements

* Steven D. Fredrickson is party to an employmené@ment which expires on December 31, 2005. Tine & the agreement will be
automatically extended for additional one-year termless otherwise terminated by either party.Aviedrickson’s agreement provides for a
base salary of $190,000 per year, and an incrdaset tess than four percent (4%) each subsequeart Wr. Fredrickson is eligible for an
annual cash incentive bonus based on the Compargrisgement bonus program. The agreement also me@ifidentiality provisions and
a one year nogempete covenant. If the Company terminates Mrditckson without cause, he would receive a severgackage that wou
include a lump-sum payment equal to (a) his thereot base salary and accrued vacation pay thrthegHate of such termination, (b) the
greater of a lump-sum payment equal to two timeghen current base salary or the minimum baseysdilee under the remaining term of his
employment agreement and (c) the greater of a Isumppayment equal to two times the amount of tmuba@ompensation, if any, paid to
him in the year immediately prior to the year ahtaation or the bonus compensation due underahmaining term of the employment
agreement.
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 Kevin P. Stevenson is party to an employmentegent which expires on December 31, 2005. The tértime agreement will be
automatically extended for additional one-year tetmless otherwise terminated by either party. ddreement provides for a base salary of
$120,000 per year, and an increase of not lessfthaipercent (4%) each subsequent year. Mr. Storeis also eligible for an incentive
bonus based on the Company’s management bonusaprogihe agreement also contains confidentialityigions and a one year non-
compete covenant. If the Company terminates Mredtgon without cause, he would receive a sevenaadeage that would include a lump-
sum payment equal to (a) his then current baseysatal accrued vacation pay through the date df serenination, (b) a lump-sum payment
equal to two times his then current base salary(@nd lump-sum payment equal to two times the arhofithe bonus compensation, if any,
paid to him in the year immediately prior to theyef termination.

* Craig A. Grube is party to an employment agredmdnich expires on December 31, 2005. The ternhefagreement will be automatically
extended for additional one-year terms unless wtiserterminated by either party. The agreementigesvfor a base salary of $120,000 per
year, and an increase of not less than four pe(détf each subsequent year. Mr. Grube is eligitleah incentive bonus based on
Company’s management bonus program. The agreersent@tains confidentiality provisions and a oearynon-compete covenant. If the
Company should terminate Mr. Grube without causeybuld receive a severance package that woulddech lump-sum payment equal to
(a) his then current base salary and accrued wacpdly through the date of such termination, (loh@-sum payment equal to two times his
then current base salary and (c) a lump-sum payswrdl to two times the amount of the bonus comgdéns if any, paid to him in the year
immediately prior to the year of termination.

» Michael J. Petit is party to an employment agreetmvhich expires on December 31, 2005. The agreepnevides for a base salary of
$125,000 per year, and an annual bonus of nothess33% of base salary. The agreement also centamfidentiality provisions and a one
year nol-compete covenant. If the Company should termiiatePetit without cause, he would receive a seveggackage that would
include in an amount equal to his then current Isatary at the date of termination.

 William F. O’Daire is party to an employment agneent which expires on December 31, 2005. The agreprovides for a base salary of
$80,000 per year, and an increase of not lessftharpercent (4%) each subsequent year. Mr. O’Daigdigible for an incentive bonus based
on the Company’s management bonus program. Themgrg also contains confidentiality provisions anehe year non-compete covenant.
If the Company should terminate Mr. O’Daire with@ause, he would receive a severance package thdd wwclude a lump-sum payment
equal to (a) his then current base salary and edoracation pay through the date of such terminafim) a lump-sum payment equal to one
times his then current base salary or the minimaselsalary due him under the remaining term and lgnp-sum payment equal to the
greater of one times the amount of the bonus cosgiem, if any, paid to him in the year immediatefior to the year of termination, or the
target bonus compensation paid to him during tha.te

« Judith S. Scott is party to an employment agregmhich expires on December 31, 2005. The terth@fgreement will be automatically
extended for additional one-year terms unless wtiserterminated by either party. The agreementigesvfor a base salary of $85,000 per
year, and an increase of not less than four pe(détf each subsequent year. Ms. Scott is eligineaf incentive bonus based on
Company’'s management bonus program. The
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agreement also contains confidentiality provisiand a one year non-compete covenant. If the Comigamjnates Ms. Scott without cause,
she would receive a severance package that wocligdia a lump-sum payment equal to (a) her thereatifrase salary and accrued vacation
pay through the date of such termination, (b) arpta portion of her target bonus compensatioritferyear terminated, whether or not the
target is actually met, and (c) the greater ofradisum payment equal to one times the amount dhitfecurrent base salary or minimum
base salary due for the remaining term, and a lsump equal to the greater of one times the bonugpensation, if any, paid to her in the year
immediately prior to the year of termination, oe ttarget bonus compensation due under the remaiging(whether or not such target is
actually met).

Compensation Committee Interlocks and Insider Parttipation

All of the members of the Compensation Committeeram-employee directors and none are former aoffioethe Company. David Roberts
is a limited partner of an entity which is a geh@axtner of Angelo Gordon, one of the Companyiagpal stockholders as of December 31,
2004. During 2004, as a limited partner in suclitgntir. Roberts maintained an indirect economieiest in Angelo Gordon, but exercised
no voting or dispositive power with respect to Alag&ordon or its affiliates. See “Certain Relatibips and Related Transactions.”

Tax Deductibility of Executive Compensation

Section 162(m) of the Internal Revenue Code of 188@&mended, imposes a $1 million limit on the @mh¢hat a public company may
deduct for compensation paid or accrued with resjpecovered employees who are employed as ofrilegthe year. The committee
believes that the annual bonuses, restricted stndlstock options reported for 2004 in the tabl@age 16 will be deductible under
Section 162(m).

This report is submitted on behalf of the CompdneaCommittee:

David Roberts, Chairman
Peter Cohen

William Brophey

Scott Tabakin

Audit Committee Report

The Audit Committee of the Board of Directors hashfshed the following report to stockholders af tbompany in accordance with rules
adopted by the Securities and Exchange Commission:

Each member of the Audit Committee is an independieactor, as defined in Nasdaq Rules 4200(a)ébsl)4350(d)(2). Each member of the
committee also satisfies the Securities and Exah&@uamnmission’s additional independence required@members of audit committees
according to Item 7(d)(3)(iv) of Schedule 14A untfex Exchange Act and Nasdaq Rules 4200(a)(15%3a8d(d)(2). In addition, the
Company'’s Board of Directors has determined thate¥aVoss, Scott Tabakin and Peter Cohen are “aodimittee financial experts,” as
defined by paragraph (h)(2) of Item 401 of Regolats-K of the Securities and Exchange Commission.

The Audit Committee’s policy is to pre-approve dwdid permissible non-audit services provided leyGompany’s independent auditors.
These services may include audit services,
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audit-related services, tax services, servicesagla internal controls and other services. Thiependent auditors and the Company’s Chief
Executive Officer and Chief Financial Officer patically report to the Audit Committee regarding segvices provided by the independent
auditor in accordance with this pre-approval.

The Company’s executives have primary responsitfilit establishing and maintaining adequate intefinancial controls, preparing the
financial statements and managing the public r@mpprocess. PricewaterhouseCoopers LLP is resplenfsir expressing opinions on the
conformity of the Company’s audited financial staémts with generally accepted accounting princjpgigsorting on the effectiveness of the
Company’s internal controls over financial repagtiand reporting on management’s assessment effénetiveness of the Company’s
internal controls over financial reporting.

» The Audit Committee reviewed and discussed wittnagement, the Company’s audited financial statesrfenthe fiscal year ended
December 31, 2004, including a discussion of tleept@ability and appropriateness of significant actimg principles and management'’s
assessment of the effectiveness of the Compantgmil controls over financial reporting. The Augitmmittee discussed with
PricewaterhouseCoopers LLP its evaluation of then@any’s internal controls over financial reportengd other business matters. The Audit
Committee also reviewed with management and thepaddent auditors the reasonableness of signifestimhates and judgments made in
preparing the financial statements, as well askidty of the disclosures in the financial statemse

» The Audit Committee has discussed with the Comjmimdependent auditors, the matters required didmissed by Statement on Audit
Standards No. 61, “Communications with Audit Comeds,” as amended.

» The Audit Committee has received the written ldisgres and the letter from PricewaterhouseCodgédPsrequired by Independence
Standards Board Standard No. 1, “Independence Bsgms with Audit Committees,” as amended or supplged, and has discussed with
PricewaterhouseCoopers LLP their independenceAlildé Committee has concluded that the audit anttanedit services which were
provided by PricewaterhouseCoopers LLP in 2004 arnepatible with, and did not negatively impact thiedependence.

Based upon its review and discussions with manageafehe Company’s audited financials and the ptadality and appropriateness of
significant accounting principles, and subjecttte limitations on the role and responsibilitiesha# Audit Committee referred to above, the
Audit Committee recommended to the Board that tbenany’s audited financial statements be includettié Company’s Annual Report on
Form 10-K for the fiscal year ended December 30420r filing with the Securities and Exchange Coaission. Following a review of the
independent auditor’s performance and qualificatiancluding consideration of management’s recondatan, the Audit Committee
approved the reappointment of PricewaterhouseCedgd? as the Company’s independent auditors foR085 fiscal year.

This report is submitted on behalf of the followinglependent directors, who constitute the Auditn@Guttee:

James Voss (Chairman)
Peter Cohen
William Brophey
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Scott Tabakin
Audit Fees

PricewaterhouseCoopers LLP has acted as indepeadeéitdrs with respect to the Company’s consolididiteancial statements for the year
ended December 31, 2004, and has performed caudittrelated services for the Company. Also, i6£PricewaterhouseCoopers LLP
audited the Company'’s internal controls over finaheporting. In connection with its 2004 taxediieh are anticipated to be completed in
2005, the Company has retained a separate accgudintmwhich is not related to PricewaterhouseCasphé. P.

The following table sets forth the aggregate faklscbby PricewaterhouseCoopers LLP for profesdigeavices rendered during the years
ended December 31, 2004 and December 31, 2003patitk reviews of financial statements includedhi@a Company’s registration
statements, quarterly reports and services normpatlyided by the independent auditor in connectiith required statutory or regulatory
filings or engagements for each of those fiscatyea

Principal Accountant Fees and Services

The aggregate fees billed or expected to be hilleBricewaterhouseCoopers, LLP for the years eDdm@mber 31, 2004 and 2003 are
presented in the table below:

2004 2003
Audit Fees
Annual Audit $160,00( $130,57!
Sarbane-Oxley 404 Audit 251,85 0
Registration Stateme 64,2251) 118,73¢
476,07! 249,31:
Audit Related Fees
WestLB Attest Servic 0 4,70((2)
Consultation on Various Accounting Matte 56,343) 0
Tax Fees
Advice 0 125,50°(4)
0 125,50
Total Accountant Fee $532,42. $379,52:

(1) The fees related to the registration stateméd fin Form S-3 in November 2004 were paid fouihly one of the selling
stockholders
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(2) This fee relates to an annual review conducteddomprior lender

(3) These include fees associated with our auditevgew of the treatment of certain accounting miatésd purchase accounting relating
to the IGS acquisitior

(4) Tax advice fees were incurred to assist the Compamgplementing bona fide tax strategies as alt@$ihe November 2002 IP(

“Audit Fees” include fees for the audit of the Camp’s annual consolidated financial statementsHeryears ended December 31, 2004 and
2003, reviews of the related quarterly consoliddieaincial statements, and services normally peréat in connection with statutory and
regulatory filings. “Audit Fees” also include ferdated to the audit of the Company’s internal oalstover financial reporting, and for the
attestation of management’s report on the effentigs of internal controls over financial reportingonnection with the Company’s
compliance with Section 404 of the Sarbanes-Oxletyahd related regulations.

PROPOSAL TWO: APPROVAL OF INDEPENDENT AUDITORS

Upon the recommendation of the Audit Committee,Bbard has selected PricewaterhouseCoopers LLRdapeéndent auditors for the
Company for the fiscal year ending December 31520CGaudit its consolidated financial statementstie fiscal year ending December 31,
2005, and to perform other audit-related servicaating to the Company’s quarterly reports andstegtion statements filed with the
Securities and Exchange Commission. Pricewateri@nmggers LLP, a registered public accounting firmswhe Company’s independent
auditor for the year ended December 31, 2004 elfstilection of PricewaterhouseCoopers LLP is eatjfihe Audit Committee in its
discretion may select a different registered pudticounting firm at any time during the year ifi@ermines that such a change would be in
the best interests of the Company and its stoclensld

PricewaterhouseCoopers LLP will have a represemtaii the Annual Meeting who will be available éspond to appropriate questions. The
representative will also have an opportunity to enakstatement if desired.

A majority of votes cast in person or representg@ioxy will constitute ratification of the appoment of PricewaterhouseCoopers LLP.
Broker non-votes (i.e. where brokers are prohibitech exercising discretionary authority for bew&fl owners who have not returned a
proxy) will be treated as abstentions. Under Delawaeneral Corporate Law, an abstaining vote isieetned a “vote cast or represented by
proxy.” As a result, abstentions are not includethie tabulation of the results on the ratificatidnthe appointment of
PricewaterhouseCoopers LLP.

The Board of Directors recommends that the stockhdlers vote “FOR” the approval of the appointment ofPricewaterhouseCoopers
LLP as its independent auditors for the fiscal yeaending December 31, 2005.
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Stock Performance Graph

The following graph compares, from November 8, 2@062 date of the Company’s initial public offerjng December 31, 2004, the
cumulative stockholder returns assuming an initieéstment of $100 on November 8, 2002 in the ComjsaCommon Stock, the stocks
comprising the Nasdaq Stock Market (U.S.) Index tluedstocks comprising a peer group index.

Stock Performance
$300
- /
$100 & e —_— -
$I:| T T T
Mow 8, 2002 Dec. 31, 2002 Dec. 31, 2003 Dec. 31, 2004
——PRAA MASDAC Mational Mkt Composite Index —s— Peer Group [ndex
Nov 8, 200: Dec. 31, 200 Dec. 31, 200 Dec. 31, 200
PRAA $ 10C $ 118 $ 172 $ 267
NASDAQ National Mkt Composite Inde $ 10C $ 98 $ 147 % 16(
Peer Group Index $ 10C $ 108 % 86 $ 86

*The peer group index consists of seven compani@shahave industry characteristics that are betideebe similar to those of the Compa
The peer group includes Asset Acceptance Capitgd;@xsta Funding, Inc.; CompuCredit Corporationcire Capital Group, Inc.; NCO
Group, Inc.; EPIQ Systems, Inc. and FTI Consulting, Companies which were included in last yepgsr group, but are not included in the
current peer group index are Kroll, Inc. and NCG@tfetdo Management Company, due to recent mergdramguisition activities affecting
these companies.

The comparisons of stock performance shown abaveatrintended to forecast or be indicative of fideguture performance of the
Company’s common stock. The Company will not makeralorse any predictions as to its future stockopmance.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act 04123 amended (the “Exchange Act”), requires thea@my’s officers and directors and
persons who beneficially own more than five per¢gft) of the Company’s common stock to file initiaports of ownership and changes in
ownership of such common stock with the Securaied Exchange Commission and the Nasdaq stock mawket practical matter, the
Company assists its directors and officers witls¢hteansactions by completing and filing Sectionejgorts on their behalf. The Company
also reviews directors’ and officers’ questionnaiamd written representations from the Executiviec®® and directors that no other reports
are required to be filed. Due to an administraéuer, a Form 4 concerning a transaction which oeclion October 25, 2004, involving
shares traded
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by William Brophey, was filed on November 24, 20&4%cept for this transaction, the Company belidbhas all such reports were filed on a
timely basis by its executive officers and direstduring 2004.

Stockholder Proposals and Director Nominations

In order for a stockholder proposal to be considiéoe inclusion in the Company’s Proxy Statememttfe 2006 Annual Meeting of
Stockholders under Rule 14a-8 of the ExchangetAetproposal must be received at the Company’sefiy December 15, 2005. Proposals
submitted thereafter will be opposed as not habieen timely filed. The Company’s Bgws and Certificate of Incorporation provide thay
stockholder of record entitled to vote at an Anridakting who intends to make a nomination for dweeust notify the Secretary in writing
not less than 60 days and not more than 90 dagstprihe anniversary date of the immediately pdéae Annual Meeting. The notice must
meet other requirements contained in the Compa®ylws and Certificate of Incorporation, copiesadfich can be obtained from the
Secretary of the Company at the address set ferirh or from the Securities and Exchange Comurisdihe Nominating and Corporate
Governance Committee will consider qualified noneséor Board membership submitted by stockhold®istockholder wishing to nomina

a candidate must be an owner of the Company’s sttickmeets the eligibility standards under Rule-84ar submitting such a proposal;
must have owned the Company’s stock for at leastysar; must continue to own the stock throughdtite of the Annual Meeting, and must
attend the Annual Meeting. The candidate’s namesatietailed background of the candidate’s quatifices must be sent to the attention of
the Company’s Secretary, and should include prad@pcupations or employment held over the pastywars, and a written statement of the
nominee indicating his or her willingness to safwdected. Generally, candidates must be highlglified and have broad training and
experience in their chosen fields. They shouldes@nt the interests of all stockholders and natdhud a special interest group.

Evaluation of stockholder recommendations is tispoasibility of the Nominating and Corporate Gowrce Committee. After reviewing
materials submitted by stockholders, if the Noniimgand Corporate Governance Committee believadhkacandidate merits additional
consideration, the Committee will interview the datate and conduct appropriate reference checlesNGminating and Corporate
Governance Committee will determine whether to nemend to the Board that the Board nominate andwewend the election of such
candidate at the next Annual Meeting, based upercéimdidate’s skills, ability, perceived commitmtmtevote sufficient time to carry out
the duties and responsibilities of a director,vate experience in relation to the capabilitiegeatly present on the Board, and such other
factors as the Committee may deem to be in theibkesests of the Company and its stockholders.

The Company did not receive any recommendatioms gtwckholders of potential director candidatescforsideration at the 2005 Annual
Meeting.

Communications with the Board

Stockholders may communicate with members of ther@by transmitting correspondence by mail or fadsi addressed to one or more
directors. All such communications should be serhe attention of the Company’s Secretary, atbmpany’s headquarters address
specified herein, or to fax number 757-321-2518.

Communications from stockholders to one or moreaiors will be collected and organized by
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the Secretary and forwarded to the Chairman oBthexrd, or if addressed to an identified independinetctor, to that identified director, as
soon as practicable. Communications that are abusibad taste or that present safety or seccoitgerns may be handled differently. If
multiple communications are received on a simibpid, the Corporate Secretary may forward onlyesentative correspondence.

The Chairman of the Board will determine whether aammunication addressed to the entire Boardvelsade should be properly addressed
by the entire Board, or to a committee of the Bo#Hrd communication is sent to the Board as a ehot to a committee of the Board, the
Chairman of the Board or the Chairman of that cotte®j as the case may be, will determine whethesponse to the communication is
warranted. Any communications addressed to an ertiignt director will be forwarded to that indepenrtdéirector. If a response to the
communication is warranted, the content and mettidde response will be coordinated with the ConypmaGeneral Counsel.

Costs of Solicitation

The Company will pay all of the costs of solicitipgpxies. The Company has retained Curran & Confoorthe printing of proxies, at a cost
of $5,440. Continental Stock Transfer and Trust @any has been retained to develop the mailingrisi| out the solicitation for proxy vot
and to verify certain records related to the sti@n. The Company will pay Continental Stock T&fen and Trust Company a fee of $650 as
compensation for its services, which will includédlating votes, and will also reimburse ContineStack Transfer and Trust Company for
its related out-of-pocket expenses, including itlimg expenses. In addition to solicitation by m#ie directors, officers and agents of the
Company may also solicit proxies from stockhold®rgelephone, telecopy, telegram, internet or irs@e. All such costs will be paid by the
Company. Upon request, the Company will also reirsdbrokerage houses and other custodians, nomanéegguciaries for their
reasonable expenses in sending the proxy matésisneficial owners.

Annual Report

A copy of the Company’s 2004 Annual Report to Statllers, its audited financial statements, togettitir other related information, is
being mailed to you with this Proxy Statement. Aiddially, the Company’s 2004 Annual Report to Stumlklers and its Annual Report on
Form 10-K for the year ended December 31, 200fileabswith the Securities and Exchange Commisséog all financial statements or
schedules required to be filed with the Securitied Exchange Commission pursuant to Rule 13a-1bmaptained from our web site at
www.portfoliorecovery.comor by contacting: the Company’s investor relatibaison at the Company’s headquarters, at 120 Catpo
Blvd., Suite 100, Norfolk, VA 23502. A copy of ti@mpany’s Annual Report on Form 10-K, and otherqae filings also may be obtained
from the Securities and Exchange Commission’s EDGARbase at www.sec.gov.

OTHER MATTERS

As of the date of this Proxy Statement, the Boarelschot intend to bring any other business beferédnnual Meeting. However, the
enclosed Proxy will confer discretionary authotitigh respect to matters which are not presentlyknto the Board of Directors at the time
of the printing hereof and which may properly cdoegore the Annual Meeting. It is the intention loé persons named in the Proxy to vote
such Proxy with respect to such matters in accaavrith their best judgment.
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By Order of the Board of Directors,

Judith S. Scott
Secretary

Norfolk, Virginia
Date: April 15, 2005
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PORTFOLIO RECOVERY ASSOCIATES, INC.
Riverside Commerce Center
120 Corporate Blvd.
Norfolk, VA 23502

Notice of Annual Meeting of Stockholders
to be held on May 11, 2005

TO THE STOCKHOLDERS OF PORTFOLIO RECOVERY ASSOCIAFHENC.:

You are cordially invited to attend the Annivéeting of Stockholders of PORTFOLIO RECOVERY ASSI@ATES, INC. (the
“Company”), which will be held at the CompasyNorfolk, Virginia headquarters located at RivdesCommerce Center, 120 Corporate B
Suite 100, Norfolk, Virginia 23502, on May 11, 20@5 12:00 noon, local time. At the Annual Meetiggy will be asked to:

« Elect two directors to serve for three year ter

* Ratify the selection of PricewaterhouseCoopers hkRccountants and independent auditors for PiorfRacovery Associates, Inc., for the
year ending December 31, 2005, :

» Transact such other business as may properly cefoegothe meeting or any adjournments or postponistikereof
The enclosed and Proxy Statement contains detailednation about the business to be transacted.

The Board of Directors unanimously recommendsybatvote FOR the election of each director nomiwee FOR the ratification of
PricewaterhouseCoopers LLP as accountants andandept auditors for Portfolio Recovery Associales,

In addition to considering the matters describenvabSteve Fredrickson, the President, ChairmarCdmief Executive Officer of the
Company will review developments since last yeattekholders meeting. The Board of Directors hesdithe close of business on

March 25, 2005 as the Record Date for the deteimimaf stockholders entitled to notice of and tdevat the Annual Meeting. Only
stockholders of record at the close of businesiglarch 25, 2005 will be entitled to notice of andsaie at the Annual Meeting. A list of such
stockholders will be available during regular besis hours at the Company’s headquarters, locatEtDaCorporate Blvd., Norfolk, Virginia
23502, for the ten days before the Annual Meetorgrfspection by any stockholder for any purposengae to the meeting.

If you have any questions or need additional infation about the Annual Meeting, please contacQbepany’s investor relations liaison at
757-519-9300, ext. 13010, or via email at infp@dtfoliorecovery.com .

By Order of the Board of Director

Judith S. Scotl
Executive Vice President, General Counsel and &ag

Norfolk, Virginia Date: April 15, 200¢

Whether or not you plan to attend the Annual Meeting, please act promptly to vote your shares with respect to the proposals described
above. You may vote your proxy by marking, signing, dating and promptly returning the enclosed proxy card in the postage-paid envelope
provided. If you attend the Annual Meeting, you may vote your sharesin person, even if you have previously submitted your proxy in
writing. If you votein person, any previously voted proxy will be withdrawn.




THIS ADMISSION TICKET IS REQUIRED FOR ADMITTANCE TO THE
PORTFOLIO RECOVERY ASSOCIATES, INC.

Annual Meeting of Stockholders to be held May 1002
For Holders as of March 25, 2005

EACH STOCKHOLDER MAY BE ASKED TO PRESENT VALID PICT URE IDENTIFICATION, SUCH AS DRIVER’S
LICENSE OR EMPLOYEE IDENTIFICATION BADGE, IN ADDITI ON 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 Stockholders to be held May 2005
For Holders as of March 25, 2005

The undersigned hereby appoints William Brophey @adid Roberts, the proxies selected by the ComigaBgard of Directors, with the
powers the undersigned would possess if persopedisent, and with full power of substitution, tderat the Annual Meeting of Stockholders
of PORTFOLIO RECOVERY ASSOCIATES, INC. to be hela11, 2005 and at any adjournments thereof, ofotteving proposals:

1. Election of Directors Nominees 1. James Vos 2. Scott Tabakit

2 . Ratification of Independent Auditors Independent Auditol PricewaterhouseCoopers LI

The proxies named above are authorized to voteein tliscretion with respect to other matters graperly come before the Annual Meeting
or any adjournment of the Annual Meeting. As of iNpB, 2005 (the date of this mailing), Portfoli@Eovery Associates, Inc. does not know
of any such other matters to be presented at timei@rMeeting.

You are encouraged to specify your choices by mgritie appropriate boxes, SEE REVERSE SIDE. Yoareshcannot be voted unless you
sign, date and return this card, or vote your shbyeusing either of the means described on thersevside, each. The signer hereby revokes
all proxies heretofore given by the signer to \aitteaid meeting or any adjournments thereof. Byisgythis proxy card, you acknowledge
receipt of the Notice of Annual Meeting of Stocktiels to be held on May 11, 2005 and the Proxy @it each dated April 15, 2005.

SEE REVERSE SIDE.




Please markx / in only one box.

When this Proxy is properly executed, the sharesghtch it relates will be voted in the manner diegtherein.
The Board of Directors recommends a vote FOR the flowing three proposals:

1. The election of the above directors.

For all nominee: Withhold Authority From All Nominee
O |

To Withhold A Vote From a Specific Nominee Write idber Here

2. The ratification of the selection of the Company’sndependent auditors: Pricewaterhouse Coopers LLP

FOR AGAINST ABSTAIN
O O O

COMPANY ID:
PROXY NUMBER:
ACCOUNT NUMBER:

Signature Signature Date | plan to attend the Annual Meetifg

Please sign exactly as name appears hereon. daietr®should each sign. When signing as attornegugor, administrator or guardian,
please give full title as such.

End of Filing
pmdaylin{i;\[_{m
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