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Portfolio llemvcr;ll— Associates, Inc.

We're ghving debd collection o good nanme.

Riverside Commerce Center
130 Corporate Blvd.
Norfolk, VA 23502
Notice of Seventh Annual Meeting of Shareholders
to be held on June 1, 2009

TO THE SHAREHOLDERS OF PORTFOLIO RECOVERY ASSOCIAFHNC:

You are cordially invited to attend the 2009 Annhkdeting of Shareholders of PORTFOLIO RECOVERY AS3IATES, INC. (the
“Company”), which will be held at the CompasyNorfolk, Virginia headquarters located at RivdesCommerce Center, 130 Corporate B
Norfolk, Virginia 23502, on June 1, 2009 at 12:0600N, local time. More information about the Annladeting is included in the Pro»
Statement. At the Annual Meeting, you will be asked

. Elect two directors to serve for three year tet

. Ratify the selection of KPMG LLP as the Compamcsountants and independent auditors for thelfigza ending December 31,
2009, anc

. Transact such other business as may properly cefioeebthe meeting or any adjournments or postpongsrbereof
The enclosed Proxy Statement contains detailedrivdtion about the business to be transacted arnheal Meeting.

The Board of Directors unanimously recommendsybatvote FOR the election of each director nomigzee FOR the ratification of KPMG
LLP as the Company’s accountants and independeiitoasi for the fiscal year ending December 31, 2009

In addition to considering the matters describemvabSteve Fredrickson, the President, ChairmarCdmef Executive Officer of the
Company, will provide a summary of the significaietvelopments since the 2008 Annual Meeting. ThedBofDirectors has fixed the close
of business on April 3, 2009 as the Record Datdhferdetermination of the shareholders who ardleatio this notice, and entitled to vote at
the Annual Meeting. Only shareholders of recorthatclose of business on April 3, 2009 will be #&di to receive notice and to vote at the
Annual Meeting. A list of such shareholders willde&ilable during regular business hours at the [i2omy's headquarters for ten days before
the Annual Meeting for inspection by any sharehofdeany purpose germane to the Annual Meeting.

If you have any questions or need additional infation about the Annual Meeting, please contacCibmpany’s investor relations liaison at
telephone number 757-961-3510, by fax at 757-58b06r via email, ainfo@portfoliorecovery.com.

By Order of the Board of Directors,

Judith S. Scott
Executive Vice President, General Counsel and &agre
April 20, 2009

Whether or not you plan to attend the Annual Megtpiease act promptly to vote your shares witlpeesto the proposals described above.
Instructions on how to access and review the proajerials on the Internet can be found on the picaegl sent to stockholders of record e
on the Notice of Internet Availability of Proxy Matls (the “Notice”) sent to stockholders who hdlekir shares in “street name” (i.e. in the
name of a broker, bank or other record holderydfi attend the Annual Meeting, you may vote yoareshin person, even if you have
previously submitted your proxy in writing. If yeote in person, any previously voted proxy willathdrawn.
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Portfolio llemvcr;ll— Associates, Inc.

We're ghving debd collection o good nanme.

PROXY STATEMENT
FOR THE ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD AT NOON ON JUNE 1, 2009
Norfolk, Virginia

The Board of Directors (the “Board”) of PortfoliceBovery Associates, Inc. (the “Company”) is saligjtyour proxy to vote at its 2009
Annual Meeting of Shareholders (the “Annual Me€t)nghich is scheduled to begin at 12:00 Noon, Id@ak, on Monday, June 1, 2009, 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 postponésrtbereof, as well as other important informatdsout the Company. The proposals
for which your vote is being solicited are:

1. The election of two Directors for a term of thressays,
2. The ratification of the appointment of the Comg’s independent auditors for the fiscal year endiegeébnber 31, 2009, ai
3.  Such other matters as may properly come beforArimeial Meeting

At the conclusion of the Annual Meeting, the Presidand Chief Executive Officer of the Company (CEwill present a report on the
Company’s operations, and will respond to sharedradgiestions.

Included with this Proxy Statement are the Compa2@908 Annual Report to Shareholders, which indutie Company’s audited
consolidated financial statements for the fiscalryended December 31, 2008, the Notice of the 200®ial Meeting, this Proxy Statement
and your Proxy Card. These materials are all fieshg mailed to shareholders on or about AprilZIN9. The information contained in these
documents is accurate as of the dates specifieditheChanges or updates in the data, informatidaais contained in such 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 Ngdocal time, on June 1, 2009 in the Board of Etives’ conference room at our Norfolk
headquarters, which is located at the followingrads!:

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 3, 2009 (thectitd Date”) will be entitled to receive
a notice of the Annual Meeting, and to attend aoie at the Annual Meeting. Such persons are coreid®olders of record.” As of the
Record Date, approximately 15,452,224 shares ofmmmstock of the Company were issued, outstandidgeatitled to vote, which were
held by approximately 31 holders of record maintajrshares on behalf of approximately 24,000 berafowners. Entities holding shares
behalf of the owners of the shares, such as banékerage firms and other nominees who are beaéficlders of the Company’s common
stock as of the close of business on April 3, 28@9requested to forward these materials to beaksicareholders. The Company will pay
reasonable mailing expenses incurred for this mepo




Any shareholder who does not receive a copy of\thiice of Annual Meeting, this Proxy Statement #mal Proxy Card, either by mail or on
the internet, may obtain these materials at theudhNleeting, by contacting the Company'’s Investetaons Liaison in advance of the
Annual Meeting, at telephone number 757-961-35%Gak at 757-554-0586, or via email, at info@pditirecovery.com

Quorum for the Annual Meeting

A majority of holders of the issued and outstandihgres of common stock of the Company entitlette, represented in person or by
proxy, will constitute a quorum. Continental Stdalansfer and Trust Company has been appointedeb@timpany’s Board of Directors to
act as the inspector of election. The inspect@i@ftion 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 Annuatig will likely be adjourned or
postponed 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 are entitlec
cast one vote per share owned as of the Recordf@radach proposal to be considered at the Annwedtig. Shares represented by proxy
will be voted as directed on the proxy form andafdirection is given, will be voted as follows:

1. FOR all the persons nominated by the Board astdirg:

2. FOR the ratification of the appointment &#MG LLP as the Company’s independent auditorsHerfiscal year ending
December 31, 2009; a

3. Inthe best judgment of the persons naméldermproxies, with respect to such other matteatsriay properly come before the
meeting.

Preliminary voting results will be announced at¢baclusion of the Annual Meeting. The Company ai#lo publish final voting results in its
Quarterly Report on Form 10-Q for the second quarft¢he fiscal year ending December 31, 2009.

Voting Before the Annual Meeting
- "'

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 enclosed Proxy Card, sign atd i, and return it in the postage-paid envelmoeided. If you are a shareholder whose
shares are held in “street name” (i.e., in the nafreebroker, bank or other record holder), you rhtain a proxy, executed in your favor,
from the record holder. You may sign the proxy cand return it to the Company, or you may direetréhcord holder of your shares to vote
your proxy in the manner you specify. With resgeciny other matters not on the agenda which maygsty come before the Annu

Meeting, your proxy will be voted at the discretioithe persons nhamed in the proxies in accordaitbetheir best judgment. Voting by mail
will not affect your right to vote in person if yalecide to attend the Annual Meeting; howeverpifi yish to revoke your proxy, you must
first notify the Corporate Secretary of your intemt/ote in person, and vote your shares at theudhMeeting.

B

Internet Availability of Proxy Materials. Under rules recently approved by the SecuritieshBrge Commission (“SEC”), the Company is
now furnishing proxy materials on the Internet dtdigion to mailing paper copies of the materialeaeh shareholder of record. Instructions
on how to access and review the proxy materiathernternet can be found on the proxy card sesh#weholders of record and on the
Notice of Internet Availability of Proxy Materia{the “Notice”) sent to shareholders who hold their skdane“street name”ife. in the name ¢
a broker, bank or other record holder). The Notidealso include instructions for shareholders wtadd their shares in street name on ho
access the proxy card to vote over the internetingamver the internet will not affect your rightt tote in person if you decide to attend the
Annual Meeting; however, if you wish to revoke yquoxy, you must first notify the Corporate Secrgt@f your intent to vote in person, and
vote your shares at the Annual Meeting.




Voting in Person 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
Annual Meeting. If you require special assistange tb a disability or other reasons, please ndttiéyCorporate Secretary at the address
below. If you are a shareholder whose shares dderhéstreet name” (i.e., in the name of a brokmank or other record holder), you must
obtain a proxy from your broker, banker, truste@aminee, giving you the right to vote the shateba Annual Meeting.

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 prormisat it is received before the taking of the \ait¢he Annual Meeting to:

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

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

Security Ownership of Certain Beneficial OwnersThe following table sets forth the persons or egiknown by the Company to be the
beneficial owners of more than five percent (5%h&f common stock of the Company as of April 3,20fased on available information.

Shares Beneficially Shares Beneficially
Owned @ Owned @

Name (#) (%)
Capital Research Global Invest(®) 1,715,39i 11.1
333 South Hope Street
Los Angeles, CA 9007
Barclays Global Investors, N./4) 1,127,811 7.3
400 Howard Street
San Francisco, CA 941(
Zevenbergen Capital Investments, L®) 910,60( 5.9
601 Union Street, Suite 4600
Seattle, WA 981(-2323
TimesSquare Capital Management, L®) 855,95( 5.5
1177 Avenue of the Americas, 39th Floor
New York, NY 1003¢€
Waddell & Reed Financial, In(7) 851,32t 5.5

6300 Lamar Avenue
Overland Park, KS 662C




(1) Beneficial ownership is determined in accordanitk the rules of the SEC and includes voting angtstment power with respect to
shares

@ Ownership percentage is based on 15,452,224 sbicesnmon shares outstanding as of the Record |

(®  Based on information filed in a Schedule 13G wlith SEC on March 10, 2009 (dated as of Februarg@J9) in which Capital
Research Global Investors, a division of Capitadd@ech and Management Company (CRMC), is repogéldeabeneficial owner of
1,715,390 shares of the Comp’s common stock with sole power to dispose or tedalithe disposition of 1,715,390 sha

@  Based on information filed in a Schedule 13G wlith SEC on February 5, 2009 (dated as of DeceBthet008) in which Barclays
Global Investors, N.A. is reported as the bendfimener of 486,051 shares of the Company’s comntackswith sole power to dispose
or to direct the disposition of 486,051 sharesciBas Global Fund Advisors is reported as the herabwner of 631,440 shares of the
Company’s common stock with sole power to dispage direct the disposition of 631,440 shares, Bartlays Global Investors, Ltd.
is reported as the beneficial owner of 10,320 shafé¢he Company’s common stock with sole powetispose or to direct the
disposition of 10,320 share

®)  Based on information filed in a Schedule 13G wlith SEC on February 9, 2009 (dated as of DeceBhet008) in which Zevenbergen
Capital Investments, LLC is reported as the bera@f@mvner of 910,600 shares of the Company’s comstook with sole power to
dispose or to direct the disposition of 910,600 e

)  Based on information filed in a Schedule 13G wlith SEC on February 9, 2009 (dated as of DeceBthe2008) in which TimesSquare
Capital Management, LLC is reported as the berafmivner of 855,950 shares of the Company’s comstock with sole power to
dispose or to direct the disposition of 855,950 au

(M Based on information filed in a Schedule 13G wlith SEC on February 10, 2009 (dated as of Decefihe008) in which Waddell &
Reed Investment Management Company is reportdueasaneficial owner of 524,200 shares of the Compgacommon stock with so
power to dispose or to direct the disposition 04,200 shares and lvy Investment Management Comigaieported as the beneficial
owner of 327,126 shares of the Comf’s common stock with sole power to dispose or teadithe disposition of 327,126 shat

Security Ownership of Management and DirectorsThe following table contains information about tieneficial ownership by the
Company’s Named Executive Officers (“NEQ’s"), indlag its CEO, Chief Financial and Administrativefioér (“CFQO”), the other two most
highly compensated executives, each of the Comparon-employee Directors, and all Directors andtetiees as a group, as of April 3,
2009. Except as indicated by footnote and subgecbtmmunity property laws where applicable, tokhewledge of the Company the persons
or entities named in the table below have solengatind investment power with respect to all shafe®@mmon stock shown as beneficially
owned by them. In computing the number of sharegfigally owned by a person or entity and the patage ownership of that person or
entity, all outstanding stock options currently e®able or exercisable within 60 days of ApribB09 and all nonvested shares vesting w

60 days of April 3, 2009, are deemed outstanding.

Security Ownership of Management and Directors

Amount and Nature of Beneficial Ownership

Shares Shares Vesting Total Shares Percentage
Shares (Options) Shares Not Within 60 Days Beneficially of Shares
Owned Vested Vested of 4/3/09 Owned Owned
(#) (#) (#) (#) (#) (%)
Management
Steve Fredrickson, CE® 209,96¢ 12,00( 54,48 1,00(¢ 222,96« 1.4
Kevin Stevenson, CF(1) 64,037 45,00( 29,83: 1,00¢ 110,03 0.7
Craig Grube, EVI1) 43,27: 11,00¢ 23,00: 1,00 55,27: 0.4
Judith Scott, EVFY) 13,91: 1,00(C 8,70¢ 30C 15,21 0.1
Michael Petit, BK Pre<@ 11,64 18,00( 26,83: 1,00C 30,64: 0.2
Kent McCammon, SVI@ 4,701 0 22,02¢ 0 4,70i 0.C
Non- Employee Directors
William Brophey 3,50( 7,50( 3,00(¢ 0 11,00( 0.1
Penelope Kyle 1,80(C 0 3,20(C 0 1,80( 0.C
David Robert: 93,23: 10,00( 3,00( 0 103,23. 0.7
Scott Tabakir 2,80( 0 3,20( 0 2,80( 0.C
James Vos 3,80( 8,00( 3,00( 0 11,80( 0.1
All Executives & Directors 452,66! 112,50( 180,28 4,30(C 569,46! 3.7

@®  NEC's.

(@ Data for Mr. Petit and Mr.

McCammon is includeddiardue to their level of compensatit




Corporate Governance. The Company’s corporate governance principles hadtirrent charters of each of the committeesef th
Company'’s Board of Directors (the “Board”) are @akbn the Investor Relations page of the Companglssite at
www.portfoliorecovery.com These materials are also available in print fpstrareholder upon request. The Board regularligves
committee charters and major corporate governaeceldpments and modifies its governance princigles)mittee charters and key
practices as warranted. Additionally, the Boardduaris annual assessments of each of its commaéteksf itself. This process enhances
director, committee and Board effectiveness. Atdbeclusion of the annual assessments, the Boasithe information obtained to evaluate
and refine its processes and committee charterg@sssary. In February 2009, the Nominating angp@ate Governance Committee
amended its charter. The charters of the Audit Citamand the Compensation Committee were amemditaich 2008.

Board of Directors . The Board is the ultimate decision-making bodyhef Company, except with respect to those mattsesved to the
shareholders. The Board advises senior managemeémanitors its performance. The Board held foguter meetings and ten special
meetings in 2008. The Board also held informal usons by telephone during the year, as needauehployee Directors meet regularly
executive session without management present, alddah least one meeting each year for the purpbeeviewing and assessing the Board'’s
effectiveness and the effectiveness of each comenith 2008 the non-employee Directors held fiveceitive sessions. There is no formal
policy regarding Directors’ attendance at Board tings or at annual meetings; however, all Board trenmare expected to attend all
meetings, either in person or telephonically. this Board’s practice to schedule its meetingstaedCompany’s Annual Meeting of
Shareholders at times and dates to permit maxinitendance by Directors, taking into account theeEliors’ schedules and the timing
requirements of applicable laws. Four Directorsraded the Company’s 2008 Annual Meeting. All Dicestattended at least 75% of the
regular meetings of the Board in 2008, and ead¢heDirectors serving on the Audit Committee, tl@pensation Committee and the
Nominating and Corporate Governance Committee @¢tiat least 75% of the meetings of the commitb@eshich they serve

The Board currently consists of six Directors, fofevhom are non-employee Directors. The Boardvildd evenly into three classes. The
terms of each class expire at successive annudingseShareholders elect Directors from one cassach annual meeting to serve three
terms. The election of Steve Fredrickson and Pgeeiyle, both of whom are in the First Class ofeRtors, will take place at the 2009
Annual Meeting.

Communications with Directors. Shareholders may communicate with members oBtard by transmitting their correspondence by mail
or facsimile addressed to one or more directorissédh communications should be sent to the atierdf the Corporate Secretary, at the
Company'’s headquarters address specified herein,fax number 757-321-2518. Communications fromrsholders to one or more
directors will be collected and organized by thegooate Secretary and forwarded to the ChairmaheBoard, or if addressed to an
identified Independent Director, to that identifiddector, as soon as practicable. Communicatibasdre abusive, in bad taste or that pre
safety or security concerns may be handled diftgreli multiple communications are received onimifar topic, the Corporate Secretary
may forward only representative correspondence.ddrporate Secretary will determine whether anymomication addressed to the entire
Board as a whole should be properly addressedégritire Board, or by a committee of the Boara. i€sponse to the communication is
warranted, the content and method of the respoiisbercoordinated with the Company’s General Calinshe Company’s confidential hot
line may be used by any shareholder who preferaise a concern to the Board in a confidentialnmngmous manner, by dialing 1-800-290-
1650.




All telephone calls to the Company’s confidentiat ine are referred to the Chairman of the Audit@nittee, who ensures that such matters
are appropriately investigated. If the Companyigebktor Relations Liaison cannot adequately addr@ssnunications from the investment
community regarding the Company’s financial andifess matters, the Company’s CEO and its CFO nmepored to such communications.

Director Independence. The Board consists of a majority of independeiné@ors who do not have any direct or indirectenat
relationship with the Company. The Board has eisfadtl guidelines which conform to the independergeirements of the NASDAQ
Global Stock Market's (“NASDAQ's") listing standasdto assist it in determining director independeme February 2009, the Directors
provided updated responses to Directors’ and Qfl@piestionnaires concerning any possible relatigrs they or their immediate family
members might have with the Company, potentialleziafof interest, job changes, and any transastioglationships, and other arrangem:
between the Company and the Directors or partlageckto the Directors. A Director’'s immediate fhimnembers include the Director’s
spouse, parents, children, siblings, in-laws, angae (other than domestic employees) who shaeeBittector's home. Based on the
responses received and other available informaitiovas determined that all of the non-employeesBtiors of the Company are independent,
and that each of the members of the Audit CommitteeCompensation Committee, and the NominatimgGorporate Governance
Committee also meet the NASDAQ independence t€hts.determination was made based upon a numidactsf, including, but not limited
to, the following:

 Except for Steven D. Fredrickson, the Compan@EO, no Director is, or has ever been, an execofficer of the Company or employed
the Company or its subsidiaries, or has an immedé&nhily member who is an employee or officer & @ompany or its subsidiaries, has
accepted any compensation or payments from the @oyngr has any current or past material relatignelhith the Company;

* No Director, other than the CEO has ever receivgdceampensation from, worked for, been retainedobyeceived anything of substantial
value from the Company aside from director compgnisa

 No Director or any member of any Director's immeeditamily is, or ever was, employed by the indeganduditors for the Company, or
ever worked on the Company’s audit at any time;

» No Named Executive Officer (“NEQ”) of the Compargngs on the board of directors of any companyehgiloys a director or any
member of the immediate family of a director, anddirector or any member of the immediate famihadfirector has been an executive
officer of any entity having a compensation comeaton which one or more of the Company’s NEO'sdmurrently served; and

* No Director and no family member of any Directoaipartner or controlling shareholder, directoexecutive officer of any entity from
which the Company purchases goods or services, which the Company makes charitable contributionexcess of 2% of the entity’s
consolidated gross revenues for that year, or $200,

Review and Approval of Related Party Transactions The Company requires disclosure of any relatignsshnd transactions in which the
Company, its Directors, its executives or their iettiate family members are participants, and ofsirareholders owning five percent or
greater of the Company’s outstanding common steik, respect to amounts at or exceeding the minirthmeshold for disclosure in this
Proxy Statement under the relevant SEC rules (gpeiransactions involving amounts exceeding $220 in which a related person has a
direct or indirect material interest). The Compan@eneral Counsel is primarily responsible for dtgpi@ag and implementing the policy and
procedures relative to the review and approvaktz#ted party transactions.
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Procedure for the Approval of Related Party Transations

1. The complete details of any proposed traimamust be presented to the Company’s Generah§#by the party intending to
enter into the transactio

2. The Companyg General Counsel will prepare a written analyst commendation to the Nominating and Corporatee@anci
Committee, based on: (a) the nature of the proptraedaction; (b) the related person’s interesthéntransaction; (c) the dollar
value of the transaction; (d) the importance ofttaasaction to the business of the Company; epthterial terms of the
transaction and (f) the overall fairness of thasesction to the Compan

3.  Based on the foregoing factors, the Nommgatind Corporate Governance Committee will decidetier or not to recommend
that the proposed transaction be brought beforéuthBoard for consideratior

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

5.  If the Board approves the transaction, tben@any’s General Counsel will ensure that a writtentract between the parties is
appropriately executed by all parti

There were no related person transactions witlCtirapany in the fiscal year ended December 31, 2008.

The following table sets forth information concengithe Company’s Directors:

Director Age Title Appointed Class

Steve Fredrickson 49 President, CEO and Chairman o March 19961)(2) 1st
the Boarc

William Brophey 71 Director November 200:3) 2nd
Penelope Kyle 61 Director October 20042 1st
David Roberts 47 Director March 199¢1)(3) 2nd
Scott Tabakir 50 Director October 20044 3
James Vos 66 Director November 200:(4) 3rd

@

@
(©)
4)

In March 1996, Mr. Fredrickson and Mr. Robertseveamed as managers of Portfolio Recovery AssxiatL.C., the Company’s
predecessor. Mr. Fredrickson and Mr. Roberts wppsiated as directors of the Company upon its @eah August 2002

The terms of Mr. Fredrickson and Ms. Kyle will esgat the 2009 Annual Meetin
The terms of Mr. Brophey and Mr. Roberts will expat the 2010 Annual Meetin
The terms of Mr. Voss and Mr. Tabakin will expitetlze 2011 Annual Meeting

Summary: Board of Directors Information 2008
Size of Boarc 6
Average Age of Director 57
Number of Independent Directc 5
Lead Independent Direct: Yes
Independent Audit Committe Yes
Independent Compensation Commit Yes
Independent Corporate Governance Comm Yes




Summary: Board of Directors Information 2008

Number of Board Meetings He 14

Corporate Governance Guidelines Approved by thed Yes
Outside Directors Hold Meetings Without Managenférgsen Yes
Annual Board Se-Evaluation Yes
Annual Review of Independence of Bo: Yes
Annual Committee Self Evaluatiol Yes
Charters for Audit, Compensation and Corporate @wvece Committee Yes
Annual Equity Grants to N-Employee Director Yes
Corporate Compliance Progre Yes
Code of Ethic: Yes

The positions of Chairman of the Board and CECcarabined; however, the Board has designated a mmiegee Director to serve as its
Lead Director, to coordinate the activities of tiber non-employee Directors, consult with the QE@arding agendas, schedules and
information needs for Board and committee meetiagd, facilitate information flow and communicatioy acting as a liaison between the
non-employee Directors and management. Commiteggsarly report their activities to the full Board.

Board materials related to agenda items are prdwsdéiciently in advance of Board meetings to walline Directors to prepare for discussion
of the items at their meetings. All Board membeisive comprehensive monthly financial reportshen@Gompany’s activities. Members of
senior management are invited to attend Board mgeetr portions thereof, for the purpose of pastiting in discussions and providing
management reports on operations. Directors hasesado members of management and employees Gbtheany and, as necessary and
appropriate, may consult with independent legahpensation, financial and accounting advisors sisathem in their duties to the Company
and the shareholders. Management ensures thabtre & fully informed of the Company’s businessbgviding regular written financial
reports, reports of operations and other relevemnts at Board meetings and between meetingeddlard and its committees. All Directi
serve on more than one committee, so that therensnuity across all committees.

The Board has determined that all committee memdrersndependent and satisfy relevant SEC and NA3DWependence requirements
applicable to members of such committees. MembfettsecAudit Committee also satisfy a separate Sklependence requirement which
provides that they may not accept, directly orriadly, any consulting, advisory or other compeosatee from the Company or any of its
subsidiaries, other than their Directors’ compeinsat

The table below shows current membership for e&theostanding committees of the Board.

Nominating and Corporate Governance Compensation
Audit Committee Committee Committee
James Voss William Brophey” David Roberts
William Brophey Scott Tabakin Penelope Kyle
Scott Tabakin Penelope Kyle Scott Tabakin
James Voss William Brophey
David Roberts James Vos

2008 COMMITTEE MEETINGS

7 3 5

*

Committee Chairma




Audit Committee

The Audit Committee held seven meetings during 28@8also met informally between meetings. Audin@uttee meetings are typically
held in conjunction with scheduled Board meetirigsyever, the Audit Committee also holds meetinge/éen Board meetings as needed.
Each member of the Audit Committee is “independeat,that term is defined by the applicable stadsi@romulgated by NASDAQ, and
meets the heightened criteria for independenceacgipé to membersudit committees under Rule 4200(a)(15) and Ru®&8(2)(A) of the
NASDAQ listing standards. The Board has determihedl each member of the Audit Committee is finalhciaerate, and that Mr. Voss ar
Mr. Tabakin are both qualified as “audit commitfemncial experts,” pursuant to Section 401(h) efjRlation S-K. The Audit Committee is
primarily concerned with the integrity of the Comp& financial statements, the effectiveness ofGleenpany’s internal control over
financial reporting, the Company’s compliance wéal and regulatory requirements, the independandequalifications of the independent
auditor, the performance of the Compamnyiternal audit function and the performance ®fridependent auditors. The Audit Committee is
responsible for the planning or conduct of the &dir the determination that the Company’s finahsiatements are complete and accurate
and in accordance with U.S. generally acceptedwatogy principles. The Audit Committee revieweddtearter in February 2009. As
described in its charter, the Audit Committee’syarty duties and responsibilities are to:

. Monitor and review the accuracy and fairnesief@ompany’s financial reports and monitor and emghe 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 ppeeae all audit and
permitted no-audit services

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

. Provide an avenue of communication between thepiegigent auditors, management and the Board of one
. Prepare an Audit Committee report for the Com|'s annual proxy statemen

. Perform such other duties as set forth in its @nz

The Audit Committee’s current charter is availatié¢he Company’s web site, at www.portfoliorecoveoyn, and will be mailed to any
shareholder who sends a request therefor to theoCate Secretary at the Company’s mailing addretsthe time of its charter review, the
Audit Committee also reviewed practices and prooesito assure continued compliance with the intermatrol reporting provisions of the
Sarbanes-Oxley Act of 2002 and related regulatequirements. The Audit Committee’s report appeatkis Proxy Statement on page 33.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committée three meetings in 2008. Each member of the Natimg and Corporate
Governance Committee is “independent,” as such igihefined by NASDAQ Rule 4200(a)(15). The Nomingtand Corporate Governance
Committee annually reviews the composition of alintnittees, oversees Director development and thearself evaluations of the Board
and its committees. In addition, the Nominating @udporate Governance Committee makes recommendatancerning Board dynamics,
reviews the Company’s corporate governance practiod related public issues important to the Compan makes recommendations to the
Board on such issues.




The Nominating and Corporate Governance Commisteesponsible for the review and recommendatiamafinees for election to the
Board. In addition to considering the qualificasasf candidates suggested by current Directorsdgrafficers and employees of the
Company, the Committee considers any candidatesmaybe recommended by shareholders in accordaititéh® provisions of the
Company’s by-laws. The Committee screens all catdglin the same manner, regardless of the sofithe ;ecommendation, and
determines whether a candidate meets the Compgesgeral Board membership qualifications and posseabe skills required of a Director.
The Committee also conducts personal interviewsaoflidates, as appropriate.

Certain minimum qualifications must be met by a e for a position on the Board. Specifically, nioees should understand that the
principal duty of a Director is to represent thargholders of the Company. Nominees should alssgssshe highest level of professional
personal ethics, integrity and values, be freengfraaterial conflicts of interest with respect toaBd service, have competence at the policy-
making level and have the ability to exercise souidment. Nominees must also be independent,fassdén NASDAQ Rule 4200(a)(15),
be able to understand and relate to the cultutkeo€ompany, have sufficient time to properly desge the duties associated with serving
Director, and have sufficient experience and kndg#eto enhance or maintain the diversity of therBoBinal approval of a candidate is
determined by the full Board.

The Nominating and Corporate Governance Commitksedetermined that each of the Company’s Diregdossesses satisfactory prior
experience as a director or an officer of a pupli@ld company, and that more than one of the Cogipdirectors possess the competence
and expertise necessary to qualify as an “auditneitt®e financial expert” as defined in Item 401%))¢f Regulation S-K.

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 2008 annual meeting, thegamy did not receive any recommendations of piatiedirector candidates from
shareholders.

The Nominating and Corporate Governance Committeemmended to the Board the candidates for rei@teathich are included on the
ballot for the Annual Meeting. Any nominee for Diter who receives a greater number of votes withfreim or against his election than
votes for his election shall tender his resignafmrconsideration by the Nominating and Corpofaternance Committee. The Committee
will then consider the best interests of the Congpamd its shareholders and shall recommend touthBdard the action to be taken with
respect to the tendered resignation.

The duties and responsibilities of the Nominatind &orporate Governance Committee are specifiétd charter. The charter of the
Nominating and Corporate Governance Committeerrended in February 2009, is available at the Cory’s web site, at
www.portfoliorecovery.com and will be mailed to any shareholder who sena=jaest therefor to the Corporate Secretary aCtrapany’s
mailing address.

Compensation Committee

The Compensation Committee held five meetings B828hd met informally between meetings. Each merobtre Compensation
Committee has been determined to be “independastfat term is defined by the applicable standaroisiulgated by NASDAQ. As
described in its charter, the Compensation Comei#tterimary responsibilities are to:

. Develop and oversee the implementation of the izow's compensation philosophy with respect tolilrectors, the CEO and
other executives who report directly to the CI

. Ensure that the employees of the Company armliiisidiaries are compensated effectively in a riscrghinatory manner
consistent with such compensation philosophy, imakeequity considerations, market practice and¢lggirements of the
appropriate employment laws and regulatory bot

. Review and recommend to the full Board the Comgjsacompensation discussion and analysis disclosangaining the
Compan’s compensation policies and the reasoning behicld galicies, as required by the SE

. Prepare a Compensation Committee report for thepgaog's annual reports and/or proxy stateme
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The Compensation Committee is responsible forrgpthnual and long-term performance goals and cosatien for the CEO, and setting
the compensation of each of the executives whortelirectly to him. Its decisions are approvedatified by action of the non-employee
directors of the Board. The Compensation Commaétse approves equity awards in accordance witiCttirapany’s Amended and Restated
Portfolio Recovery Associates 2002 Stock OptiomRlad 2004 Restricted Stock Plan (the “Amended”Rlahe Compensation Committee
delegated authority to the CEO to grant limited mlgaf nonvested shares of the Company’s stockyceknployees. The authority so
delegated is limited to a total of ten thousandeh@n any fiscal year, and awards of no more tr@thousand shares per employee.

The Compensation Committee ensures that the Confpasgstablished succession plans with respeetctoa its key executives. To assist
the Compensation Committee in this role, the Seviioe President of Human Resources provides thewittee with progress reports of
individual development and succession planningeggias and activities with respect to the Compahkgisexecutives, and assessments of the
persons who are considered to be the potentiakssocs to the incumbents in certain senior managipoesitions.

The Charter of the Compensation Committee, as aeteimdMarch 2008, is available at the Company’s sigdy at
www.portfoliorecovery.com A copy of the Compensation Committee’s Chartdr vé provided to any shareholder who sends a sque
therefor to the Corporate Secretary at the Compamgiling address. The Compensation Committeesrteggppears in this Proxy Statement
on page 29.

Compensation Committee Interlocks and Insider Parttipation . All of the members of the Compensation Committeenon-employee
directors, and none are former officers of the Canypor any of its subsidiaries. No member of thenGensation Committee has ever bee
officer or employee of the Company or any of itbsidiaries and no officer of the Company has egeresl on any compensation committee
or board of directors of any company with respeavhich any Director is an executive officer. Nafe¢he Directors has any relationship v
the Company which is required to be disclosed uttdercaption pursuant to the rules of the SEC.

Director Compensation.The Board sets the compensation for non-employesciairs so as to fairly compensate them for thekwequired

of them, based on the Company’s size and scopeBdarmd also makes annual equity awards to Diredtoosder to align each Director’'s
interests with the long-term interests of the Conymshareholders. The Board revised its compeamsatructure in March 2009, with an
effective date of June 1, 2009. This revision fakal a comprehensive Board compensation reviewdZtimpensation Committee’s outside
professional compensation consultant, FredericGlok & Co., Inc. (“FW Cook”). The 2009 Board compation program, as so revised, is
described more fully below. Prior to the revisidrtee Director compensation structure, and duri@@& the non-employee Directors, other
than the Lead Director and the Chairman of the AGdmmittee, received a quarterly retainer of $@,5the Lead Director and the Chairman
of the Audit Committee received a quarterly retaioie$8,750. Each Director was also reimbursedrforel expenses in connection with
attendance at Board meetings. In addition, the Gampays all reasonable expenses for any Diredtorwishes to attend director continu
education programs, and maintains policies of thirst and officers’ liability insurance.

11




Prior to 2004 non-employee Directors received twals option grants: an initial grant of 5,000 stagkions upon their appointment to the
Board, and an additional grant of 5,000 stock aytjdo which they became entitled on the annivgrdate of their initial appointment.
Directors’ stock options vest and are exercisabléve equal installments on the first five annisemies of the grant date, and expire seven
years after the initial grant date. In accordanith the provisions of the Amended Plan, Directaesi@o longer being granted stock opt
awards. Instead, beginning in 2004, newly appoiltdctors receive 2,000 nonvested shares of threg@aay’s stock upon their initial
appointment to the Board, and, prior to the adoptibthe 2009 Director compensation program, werarded 1,000 nonvested shares each
year thereafter, on the anniversary date of th@poatment. Under the 2009 Director compensati@ymm, Directors will be awarded 1,0
shares annually, on the date of the annual meefisgareholders. Prior to October 2008, all Diregtaonvested shares vested at the rate of
20% per year for five years. Any Director sharesuaed after September 2008 are fully vested oneaféar the grant date. The shorter
vesting schedule, combined with the targeted Darestiock ownership policy described below, advartieesalignment of Directors’ economic
interests with those of shareholders.

Recognizing that each Director should have a snhatgpersonal investment in the Company, the Bémsladopted a targeted stock
ownership policy which applies to each Directoguiging a personal holding by each Director of anber of shares valued at not less than
two times the Director’s annual Board retainer,lgsive of Committee retainers, if any. Directors akpected to acquire and maintain this
share ownership threshold within two years aftatifg the Board. In 2008 the Company offered no pensation to its Directors other than
their annual retainers and stock awards. The Coynpfiars no retirement benefits or other perqusstte Directors. The table below
summarizes the compensation paid by the Compangrieemployee Directors for the year ended Decer@dbg?008. The Company’s CEO
received no additional compensation for his serag@ Director and Chairman of the Board of Directo

2008 DIRECTOR COMPENSATION

Fees Earne
or
Paid in Casl Stock Awards®) Option Awards@ Total Compensatio
Director ($) ($) %) (%)

William Brophey $30,00( $35,24¢ $2,92¢ $68,17:
Penelope Kyle $30,00( $39,90° 0 $69,901
David Roberts $35,00( $35,95¢ $2,61°F $73,57¢
Scott Tabakir $30,00( $40,85: 0 $70,85:
James Vos $35,00( $35,24¢ $2,92¢ $73,17:

@) The amounts reported in the Stock Awards coluepmesent the expense recognized for financialretéereporting purposes in 2008
under FAS 123R for nonvested share awards made toan-employee directors in 2008 and prior yelms. grant date fair value of the
2008 nonvested share awards was $27,470 for Mé&sishey and Voss; $30,070 for Ms. Kyle; $33,100M. Roberts and $40,280
for Mr. Tabakin. The grant date fair value for tienvested share awards was obtained by multiplyiagiumber of nonvested shares
granted by the closing stock price of the Compangimmon stock on the grant date. The actual amafustmpensation that will be
realized by a Director at the time an award vedisdepend upon the market price of the Comy’s common stock at the vesting d:

@  The amounts reported in the Option Awards coluepresent the expense recognized for financia¢stant reporting purposes under
FAS 123R for stock option awards made to the-employee directors in prior years. No stock optiamese granted in 200:

The aggregate number of outstanding stock optiefs ity each of the Company’s Directors as of Deam3ii, 2008 is provided in the table
below:

Directors Outstanding Options (#)
William Brophey 7,50(
Penelope Kyl¢ 0
David Roberts 10,00(
Scott Tabakir 0
James Vos 8,00(
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Directors’ Compensation Program Beginning in June 209

At the request of the Compensation Committee, dtagensation consultant, FW Cook, evaluated thegdemid competitiveness of the
Company’s Director compensation program and mackemenendations for the Committee’s consideratiore ptrpose of the evaluation was
to determine whether the Company’s Director comagois program was sufficient to attract qualifiethdidates to enable the Board to fill
Director vacancies, was reasonably competitive witenpared to the seventeen companies in the Cortgp@oynpensation Peer Group
(defined on page 18 below), and promotes indeparedand objectivity among Directors. The FW Cookleaton included a competitive
analysis of the Company’s total Director compemsagirogram, when compared with the director comatims programs for the companies
in the Company’s Compensation Peer Group. The Cogipannual Director retainers were determinedg@bapproximately the 2%
percentile of the directors in the Compensatiorr Bgeup, and its Audit Committee chair retainer &edd Director retainer were determined
to be below the Compensation Peer Group'$ @brcentile. The equity compensation for the Com{sabyrectors was determined to be
between the 2% percentile and median of the Compensation PeergGand its total Director compensation was deteechiio be below the
25t percentile on both individual and aggregate baBes.Committee determined, based on the FW Coolysisathat a modification to its
compensation program was appropriate, and apprawveslv Director compensation program, to be effedis of the 2009 Annual Meeting of
Shareholders. The new Director compensation progvélnmaintain the annual retainers at their cutdenels and provide an additional
annual retainer for committee service, equal to ©%he retainer of committee’s chair. The amourdadditional retainer given for each
committee chair was also increased. These adjussmagihincrease total non-employee Director cormgagion by approximately 35% above
their current level of compensation. The table Wwedommarizes the new Director compensation stractur

2009 Non-Employee Director Compensation Program

BOARD SERVICE

Annual Retainer (Cash Portion) $30,00(
Annual Retainer (Stock Portion) 1,000 Nonvested Shes () $33,84(12)
TOTAL (excluding Committee Retainers, and Lead Diretor Retainer) $63,84(

COMMITTEE AND LEAD DIRECTOR SERVICE
Annual Committee Chair Retainers:

Audit Committee Chair $25,00(

Compensation Committee Chair $10,00(

Nominating and Corporate Governance Committee Chair $ 5,00(
Annual Committee Retainers:

Audit Committee $12,50(

Compensation Committee $ 5,00(

Nominating and Corporate Governance Committee $ 2,50(
Lead Director Retainer $15,00(

M) The Company will continue to award newly appainférectors 2,000 nonvested shares upon theialrppointment to the Board, and
1,000 nonvested shares each year thereafter, aatbeof the annual shareholders mee:

(2 Based on the NASDA's closing price of the Compa's common stock on December 31, 2(
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The following table details the impact of the comgetion structure detailed above on the total comsat@on for each non-employee Director:

PROJECTED 2009 NON-EMPLOYEE DIRECTOR COMPENSATION

Nominating
and Corporate

Director and Cash Stock Compensation Audit Governance 2009 Cast Total Total

Committee Retainer Awards @) Committee Committee Committee Lead Only 2009 2008

Assignments $) $) $) $) ($) Director $) $) $)
William Brophey $30,00( $33,84( $ 5,00C $12,50( $5,00( — $52,50( $86,34( $68,17:
Chair: Nom./Corp. Gov
Member: Audit, Compensatic
Penelope Kyle $30,00( $33,84( $ 5,00C — $2,50( — $37,50( $71,34( $69,90°
Member: Nom/Corp. Go\
Compensatiol
David Roberts, LeadDirector $30,00( $33,84( $10,00( — $2,50( $15,00( $57,50( $91,34( $73,57¢

Chair: Compensatio

Member: Nom/Corp. Go\

Scott Tabakin $30,00( $33,84( $ 5,00C $12,50( $2,50( — $50,00( $83,84( $70,85!
Member: Audit Compensatic

Nom/Corp. Gov

James Vos: $30,00( $33,84( $ 5,000 $25,00( $2,50( = $62,50( $96,34( $73,17:
Chair: Audit Member: Nom/Corp. Go

Compensatiol

(1) Based on the NASDA's closing price of the Compa's common stock on December 31, 2(

Nominees for Election to Three-year Terms Expiringn 2012

Steve Fredrickson . Prior to co-founding the Company in 1996, Mr.dfiekson was Vice President of Household Recovery

Services’ ("HRSC") Portfolio Services Group frontdal 993 until February 1996. At HRSC Mr. Fredriakseas ultimately responsible for
HRSC'’s portfolio sale and purchase programs, firaartd accounting, and other functional areas. Ryipggining HRSC, Mr. Fredrickson
spent five years with Household Commercial Findr8evices where he managed a national commegahksstate workout team. He also
was employed for five years as a member of the RRd@&kout department of Continental Bank of Chicagpecializing in corporate and real
estate workouts. He received a Bachelor’'s degma the University of Denver and an M.B.A. degremfrthe University of lllinois. He is a
past board member of the American Asset Buyers dason.

Penelope W. Kyle . Ms. Kyle was appointed as a Director in 2005. &lveently serves as President of Radford Uniwersitior to her
appointment as President of Radford Universityd6%, Ms. Kyle was the Executive Director of thegfiia Lottery, where she served for ten
years under three Virginia Governors. Earlier ind¢areer, Kyle worked as an attorney in a promif@obhmond, Virginia law firm. She we
later employed at CSX Corporation, where, durid@ayear career she became the company’s first feoféiter and a vice president in the
finance department. Ms. Kyle also has prior serag@ director and chairman of the audit commitfege publicly traded company.
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She received her M.B.A. degree from the Collegé/dfiam and Mary, and her law degree from the Unsity of Virginia.

Directors Continuing in Office — Terms Expiring in 2010

William P. Brophey . Mr. Brophey was appointed as a Director in 2002.Brophey has more than 35 years of experiend&rasident and
Chief Executive Officer and member of the BoardDafctors of an automotive product and serviceiletaBrad Ragan, Inc., a 75% owned
public subsidiary of Goodyear Tire and Rubber Comyp&r. Brophey served as Vice President of origgtipment tire sales worldwide at
Goodyear. From 1998 until his retirement in 200 shrved as President and Chief Executive Offindr\ice Chairman of the board of
directors of Brad Ragan, Inc. Throughout his careereld numerous field and corporate positiorGaidyear in the areas of wholesale,
retail, credit, and sales and marketing, includhmgposition of General Marketing Manager for corruia tire products. Mr. Brophey holds a
business degree from Ohio Valley College and addratlvanced management programs at Kent State rdityyéNorthwestern University,
Morehouse College and Columbia University.

David N. Roberts . Mr. Roberts has been a Director since the Conipdaymation in 1996. Mr. Roberts is a Senior MainggDirector of
Angelo, Gordon & Co., a leading alternative investtnmoney management firm. He joined Angelo, Goiidat®93 and is a member of the
firm’s six-person executive committee. Mr. Robertanages the firm’s private equity and special titna area and was the founder of the
firm’s opportunistic real estate area. Mr. Robéds invested in a wide variety of companies andiapsituations, including companies in the
business services, healthcare services and filasridces industries. Previously, he was a priaicgy Gordon Investment Corporation, a
Canadian merchant bank, where he participatedhiit@ variety of principal transactions. Prior tatine worked in the Corporate Finance
Department at L.F. Rothschild where he specialimedergers and acquisitions. Mr. Roberts holds& Hegree from The Wharton School of
the University of Pennsylvania.

Directors Continuing in Office — Terms Expiring in 2011

James M. Voss . Mr. Voss was appointed as a Director in 2002. Wrss has more than 35 years of prior experienegesasior finance
executive. He currently heads Voss Consulting, Berving as a consultant to community banks reéggngolicy, organization, credit risk
management and strategic planning. From 1992 thrd9§8, he was the executive vice president aref chedit officer of First Midwest
Bank. He served in a variety of senior executiiesaluring his 24 year career (1965-1989) with @amntal Bank of Chicago, and was Chief
Financial Officer at Allied Products Corporatior9@D-1991), a publicly traded (NYSE) diversified méacturer. Currently, he serves on the
board of Elgin State Bank. Mr. Voss holds both aBAvand Bachelor's Degree from Northwestern Univgrsi

Scott M. Tabakin . Mr. Tabakin was appointed as a Director in 20@d currently serves as Executive Vice PresidentGimdf Financial
Officer of Bravo Health, Inc., a privately owned tieare managed health-care company. From Novent@i§& @ntil July 2006, Mr. Tabakin
was an independent financial consultant. Mr. Tablgis more than 20 years of public company expegidmving served as Executive Vice
President and Chief Financial Officer of AMERIGRO@Brporation, a managed health-care company, fr@ay 2001 until October 2003.
Prior to May 2001 Mr. Tabakin was Executive Vicegtdent and CFO of Beverly Enterprises, Inc., at time, the nation’s largest provider
of long-term health care. Earlier in his career, Wabakin was an executive with the accounting faffErnst & Young. He is a certified
public accountant and received a Bachelor’'s Degréecounting from the University of lllinois.
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PROPOSAL ONE: ELECTION OF DIRECTORS

The Board is classified, and consists of six membethree classes. Each Director serves a thraretgem. One class of Directors is electe
each annual meeting of shareholders. The namegdDirectors, Steve Fredrickson and Penelope Kyiépe placed on the ballot for
election to the Board. If elected, they will holifice for three-years, with terms expiring on trealof the 2012 annual meeting, or until their
successors are elected and qualified. Mr. Fredsitkgrves as Chairman of the Board of Directorsigittte CEO of the Company. Ms. Kyle
currently serves on the Nominating and Corporates@@mnce Committee and the Compensation Comm$teehas been determined to be
an independent director in accordance with the NAQDisting standards. Both nominees have conseistéé named as nominees for
election in this Proxy Statement and to serveat®ld. Proxies will be voted for the election af Hbove two nominees for re-election to the
Board. However, if for any reason either nomineeriable to serve (which is not anticipated), thersb represented by all valid proxies will
be voted for the election of such other persormadBbard may nominate at the Annual Meeting.

Under Delaware General Corporate Law, an abstawitegis not deemed a “vote cast” or representegrbyy. As a result, abstentions are
not included in the tabulation of the results om ¢tection of Directors, and therefore do not hifreeeffect of votes in opposition. Broker non-
votes (i.e. where brokers are prohibited from eigérg discretionary authority for beneficial ownerbo have not returned a proxy) will be
treated as abstentions.

Nominees for Director who receive the affirmativaas of a plurality of the common shares represkeang 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 resignatifem and recommend to the Board
whether to accept it, after determining whethenairthe interests of the Company and its sharel®ldeuld be best served by accepting or
rejecting the candidatetendered resignation. Any Director who tendessohniher resignation pursuant to this provisiorlista participate ir
any committee deliberations or Board action regeydvhether to accept the resignation offer. Ther8@eall 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 unanimously recommends a vet* FOR” the nominees named above

2010 Shareholder Proposals and Director Nominationg\ shareholder proposal may be considered for immtuim the Company’s proxy
statement for the 2010 annual meeting pursuantte R4a-8 of the Securities Exchange Act of 1984 (Exchange Act”). A shareholder
wishing to nominate a Director candidate must bewaner of the Company’s stock who meets the eligjtstandards under Rule 14a-8 for
submitting such a proposal, must have owned thepaogis common stock for at least one year, mustimoa to own the stock through the
date of the 2010 annual meeting and must attend@h@ annual meeting in person. The Company’s Bysland Certificate of Incorporation
provide that any shareholder of record entitleddte at an annual meeting who intends to make amadion for Director must notify the
Corporate Secretary in writing not less than 60sdayd not more than 90 days prior to the annivemdate of the immediately preceding
annual meeting. The notice must meet other req@nesncontained in the Company’s By-laws and Cedié of Incorporation, copies of
which are available on the Investor Relations pamgtéhe Company’s website at www.portfoliorecovesyc Copies of such documents can
also be obtained from the Corporate Secretaryeaatliress set forth herein, or from the SEC. Adrsholder proposals must be received at
the Company’s headquarters on or before Decemhe20I®. Any proposals submitted thereafter wilbpposed as not having been timely
filed. The Nominating and Corporate Governance Cdtemwill consider any qualified nominees for Bdanembership timely submitted by
shareholders. The candidate’s name and a detailddyound of the candidate’s qualifications musséet to the attention of the Corporate
Secretary, and should include the candidate’s jpathoccupations or employment held over the pastyears, and a written statement from
the candidate indicating his or her willingnesseove if elected. Generally, candidates for thétjposof director must be highly qualified a
should have broad training and experience in ttteisen fields. They should also represent thedasterof all shareholders and not those of
any special interest group.
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The Nominating and Corporate Governance Commititevaluate any shareholder recommendations téfratviewing the materials
submitted by shareholders concerning a candidaeNbminating and Corporate Governance Committéevas that the candidate merits
additional consideration, an interview of the calati® 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 candidsk#ls, ability, perceived commitment, ability tievote sufficient time to carry out the
duties and responsibilities of a director, the ddaie’s relevant experience in relation to the capabeditilready present on the Board, and
other factors as the Nominating and Corporate Gmareze Committee may deem to be in the best inteofshe Company and its
shareholders.

The Company did not receive any recommendatiom &leareholders of potential director candidatesdémsideration at the 2009 Annual
Meeting.

Code of Business Conduct and EthicsThe Company has adopted a Code of Business CbadddEthics which applies to all officers,
employees and Directors, including its CEO and CH@ Code of Business Conduct and Ethics addreases)g other items, conflicts of
interest, confidentiality, fair dealing, protectiand use of corporate assets, compliance with sashe reporting of illegal or unethical
behavior. A copy of the Code of Business CondudtEthics, and the Company’s corporate governarioeiptes, are posted on the Investor
Relations page of the Company’s website at wwwipliwtecovery.com Shareholders may also obtain a copy of the Cé8aisiness
Conduct and Ethics by sending a written requetiiedCorporate Secretary. The Company will discedsamendments to the Code of
Business Conduct and Ethics, as well as any watliergof, on its website to the extent permisdilyl¢he rules and regulations of the SEC
and NASDAQ. On an annual basis, each Director aicth & EO is obligated to complete a Directors’ arfficérs’ Questionnaire which
requires disclosure of any transactions with then@any in which the Director or NEO, or any membiehnie or her immediate family, may
have a direct or indirect material interest. Thenpany also has established and published a coifidiéglephone hot line for the reporting
suspected policy violations, fraud, embezzlemamd,@her criminal and/or unethical activities camieg the Company’s accounting
practices, auditing and reporting of financial tesurhis number is operational 24 hours a dayesealays a week.

Any employee who has a concern about the Compatlgisal conduct, accounting, internal controls wiliing matters may anonymously
communicate those concerns directly to the Chairafdhe Audit Committee via the telephone hot liAl.such communications are entirely
confidential, and may be reported to an indepemylemiintained toll-free phone number which is pdsteprominent places at all Company
work sites, and also on the Company’s intranetsAth communications are promptly reviewed by theinan of the Audit Committee and
addressed by the Company’s General Counsel or otinporate executives, as appropriate. Moreoveh gaarter the Company’s Office of
General Counsel asks its Directors, as well as rtiane fifty (50) of the Company’s senior employeesm all aspects of its businesses, to
certify that they are not aware of any fraudulantlegal activities committed by or on behalf betCompany.

Compensation Discussion and Analysis
Overview

The Compensation Committee is responsible for éskahg, implementing and monitoring the administra of compensation and benefits
programs in accordance with its compensation phlbg. The Committee seeks to establish a total emsgtion package for the Company’s
executives that is fair, reasonable, and competifihe Company’s compensation package includesdadas/, annual cash incentive
compensation in the form of bonuses, long-termtgepased incentive compensation, benefits and iogoerquisites. The types of
compensation and benefits paid to the Company’sutixes are the same as those provided to othelogags and officers of the Company.
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Philosophy
The following philosophy guides the compensatiocislens concerning the Company’s senior manageteant, including its NEO'’s.

1. Executive compensation should be linkedally and materially, to the Company’s overall periance and each executive’'s
individual performance, and should reward pastgrernce and motivate future performar

The Company’s executive compensation package edbas a motivational pay for performance standand, includes a combination of base
pay and incentives that are appropriate in thevaglemarketplace, and are risk-based in relatidhéandividual’s performance and the
Company’s performance. Through its practice of ingnequity awards, the compensation program alsmptes and rewards an executive’'s
tenure and longevity with the Company, as wellhasexecutive’s role in the Company’s overall finahperformance. The Company’s
historical philosophy has been to establish a bakey structure that is relatively low, when comggkto its peer group, and to provide
additional compensation through bonus and equitippaance incentives. The Company'’s financial peniance for the year is the principal
consideration regarding the overall funding leviethe executive target cash bonus pool. The tdygeus pool is determined at the beginning
of each year based on budgeted net income; howtee€ompensation Committee may adjust all elemafitempensation, including the
target bonus pool and the individual bonus amoawarded, based on corporate and individual perfoceaboth financial and non-financial.
When corporate performance is strong, the Compiems@ommittee generally approves higher bonusesgody compensation than it does
when corporate performance is weaker.

2. Executive Compensation should assist thefaomin attracting and retaining high quality taJeand should be reasonable in
comparison to like positions in like compani

The Compensation Committee ensures that the Corfgpeaxgcutive compensation packages include a catibmof base pay and incentives
that are appropriate in the relevant marketplatactcordance with its charter, the Compensationr@ittee retained a consultant in 2008 to
assist it in the performance of its duties, inahgdihe evaluation of executive compensation leapts programs. The Committee engaged FW
Cook to serve in this capacity. FW Cook providesistance to the Committee with respect to the Carylpaxecutive compensation
programs, executive pay levels and other compansatsues. FW Cook’s assessment included the follpw

. A review and analysis of the components of corspgan (including a comparison of each elementxetative compensation to
external market rates), in order to determine tirapetitiveness of its executive compensation redai that of its peers (the
“Compensation Peer Grc”),

. Recommendations for changes in the Company’s eosgiion structure, to assist the Company in ditiggamotivating and
retaining key senior level executives, ¢

. Advice concerning the implementation and desigthefCompan’'s Long Term Incentive Prograr“LTI Progran™).

The seventeen-company peer group selected by FW CB8ompensation Peer Group”) consists of busirsesgices companies which were
selected based on certain metrics, including reeenet income and market capitalization, whichcamaparable to those of the Company.
Compensation Committee reviews the compensatianfdatach position in the Company’s senior manageneam, including each
individual NEO, compared to the compensation ofcekiges in similar positions with similar resporibti levels in the Compensation Peer
Group by pay type (including base salary, annusmtive and long-term incentives).
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The Company uses benchmarks of its executive cosapien against the Compensation Peer Group to eshitmability to remain
competitive in attracting and retaining executivests review of the 2008 compensation of the NEfie Committee primarily reviewed the
compensation practices of the following Compensafieer Group:

Compensation Peer Group*

Advanta Financial Federal
Asset Acceptance Capital Corp First Marblehead
Asta Funding, Inc Huron Consulting Group
Costar Group Navigant Consulting
Dealer Track Holdings Ocwen Financial
Dollar Financial QC Holdings
Encore Capital Group, Inc. World Acceptance Corp.
EPIQ Systems Wright Express Corp
EZCORP

* The Compensation Peer Group differs from therggoup in the stock performance graph which étuitled in the Company’s 2008
Annual Report, as it includes additional peer cong@for salary comparison purpos

The FW Cook analysis included an indication of @@mmpany’s top eleven executives’ total compensa®oompared to the same or similar
positions in the market from which the Company widug likely to recruit job candidates. The peemgranalysis revealed that in aggregate,
the Company'’s executives’ base pay was lower thamtedian of comparable positions in the Compems#&eer Group, and was, on
average, 70%-73% of comparable positions in the gasation Peer Group. The low ranking relativdneopeer data is indicative of the
Company’s historical practice of paying relativsiyaller base salaries and relatively larger caslu$es. Total cash compensation for the
Companys executives, which includes base salary plus bashs, was approximately 15% above that of the Gorsgtion Peer Group, usi
2007 compensation data as a comparator. The bgsengaotal cash compensation of the CEO and Gke@ermsel were found to have the
greatest negative disparity, relative to availgi#er data. In order to attract and maintain thadsglevel of talent, it was recommended that
the Company’s executives’ total cash compensationlsl be increased, in some cases, to an amounwésacloser to the median level of the
Compensation Peer Group, and in other cases,ltea@bn of the salary and bonus components weresttl.

3.  Executive compensation should be linked to shadgnakturns. Equity awards should be based on-year performance goal

In 2008, the Company employed two forms of equigentives granted under the Amended Plan: perfacemawards and long term incent
(“LTI") awards. These equity incentives ensure tiv@ Company’s executives are properly focusedog-term shareholder value. The LTI
performance targets are designed to provide exexutiith the potential to earn additional sharethefCompany’s stock and provide them
with specific challenging financial goals which &ied to shareholder value. Target grant valuegwet based on cumulative three year
earnings per share (“EPS”) and return on investgital (“ROIC”)for awards made in 2007 and 2008.aA®sult of the performance to date
under each of the 2007 and 2008 plans, the Comipasigetermined it is likely that the minimum penfiance levels will not be achieved for
either LTI Plan, and as a result no amounts anently accrued under either Plan. The targetsier2009 LTI Program are based on EPS,
total shareholder return (“TSR”) relative to thenGmensation Peer Group data, and ROE. The speaifiets are shown on pagesZ2ef this
Proxy Statement. In order to further align exeasgiinterests with those of the Company’s sharedrsldnd assure that management focuses
on the appropriate long-term initiatives designethtrease shareholder value, the Compensation Giterrhas established stock ownership
guidelines for its key executives. Ownership byoetiwe officers of equity in the Company serveslign their interests with those of the
Company’s shareholders and demonstrates to thetinggoublic and all of the Company’s other empksesenior management'’s
commitment to the Company. The Company’s targexedutive stockholdings policy establishes for eexibcutive officer, as well as other
executives and managers in key leadership roldsjictual equity ownership goals which are to beieeed within a specified time frame.
Each executive officer's employment agreement glesithat in the event that the targeted equitysgmed not achieved within the required
time frame, the annual bonus may be paid in noedestiock, rather than in cash, until such targetsreet.
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The specific share requirements for each execofiiger are based on a multiple of annual base gag,only include shares that are
beneficially owned, directly or indirectly, but dot include shares that have been granted butmaweet vested. In order to permit consis
long term planning by an executive, once estabiistieese targets are not reset, except in the efensignificant promotion of an executive.

Each year, prior to the payment of any annual tastus, the Company’s CEO is required to providepart to the Compensation Committee
detailing the status of stockholding for each exigewfficer. This report includes the executivéicdr's base compensation, total
compensation, anticipated bonus, targeted stockigddactual stockholdings, increased or decreastdl stockholdings during the prior
year, and the amount of both awarded and vestédnspand/or nonvested shares. As of March 20, 26@&) of the Compa’s NEO’s had
exceeded their stock ownership targets.

The matrix below details the equity ownership tésgestablished for the executives listed in the Bamy Compensation Table and their ac
stockholdings as of March 20, 2009.

Targeted Levels of Executive Stockholdings

Name Minimum Targeted Stockholdings Actual Stockholdings

Steve Fredrickson 115,00( 209,96:
Kevin Stevenson 50,00( 64,03’
Craig Grube * 28,50( 43,27:

Judith Scott * 10,00( 13,91

Michael Petit 12,50( 11,64

Kent McCammor 12,50¢( 4,707

* NEQ's

Components of Executive Compensation

The executive compensation program consists oétboenponents: base salary, annual bonus compeangatioe form of cash bonuses, and
long-term equity-based incentive compensation énftlim of nonvested shares and LTI stock awarde.démpany pays base salary and
annual bonus compensation in cash. Equity-basemiive compensation awards are paid in the forshafes of the Company’s common
stock, to align the executive’s interests with tho$the shareholders, to increase the executoxerership in the Company, and to expedite
achievement of the Company’s executive stock ovnersirgets. Except for base pay, executive congigmsis “at risk”and varies based
the performance of the Company and on individughaitmental and Company performance. Company pesfoce is evaluated from a
variety of perspectives, including absolute perfance, performance relative to the Company’s peetstn measures including total
shareholder return relative to its peers and retarequity, and earnings per share.

1. BasePay. The objectives of base pay are to provide salatiésvels that allow the Company to attract andinethighly qualified
executives, and to recognize and reward their iddal performance and experience. Historically ebaay has been comparatively low,
and has been augmented through bonus and equityrpance incentives. When determining base saltie€ompany considers, among
other factors, market data provided by an exteroaipensation consultant, as well as the interesteo€ompany in retaining the
executive, the executive’s previous experiencepsad responsibility and future potential. Base isaget at approximately the #5
percentile of base salaries of like positions afhpanies in the Company’s Compensation Peer GrauguBnt to the executive
employment agreements, executives who continueamyant with the Company receive a minimum annuaiease of 4% over their
previous years’ base pay. Any additional increasani executive’s base pay is based on a changedrexutive’s responsibilities or an
adjustment based on competitive market ¢

2. Bonus. Each year, a cash target bonus pool is establishedch business unit. The amount of the ovesadjett bonus pool and the target
bonus for each executive included in the bonus pmcommunicated to the executives responsibledon business unit, along with the
performance goals for the executive and the busines.
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From this bonus pool the Company pays annigdl banuses to the Company’s executive officers tipemlirection of the Compensation
Committee. Bonus amounts are based on an evalugtiesch executive’s prior year performance, aesssaent of the executive’s
individual performance compared to the operati@mal strategic goals and objectives establishethéoexecutive at the beginning of the
year, the Compensation Commir's assessment of the overall performance of the famy and the executive’s business unit's
performance in achieving the financial and othefgrenance goals established for the Company aneésxbeutive’s business unit. If the
results of operations meet or exceed net profitglgbals, the amount of an executive’s bonus n&jnbreased at the discretion of the
Compensation Committee, and if the results of dera for the year are not positive, or do not echinet profitability goals, the
Compensation Committee may determine whether oa mainus will be awarded at all. The actual peagmbf the target bonus awarded
to an executive who manages a specific busines®iitiie Company depends principally on that bussnenit's contributions toward the
achievement of the Company’s financial targets.adee the CEO has a broad role with final accoulittafir the Company’s overall
financial results, the Compensation Committeengdi executive session, generally sets his indaidarget bonus higher than that of

the other officers of the Compar

3. Equity Incentives. The Company utilizes long-term equity incentiveaads based on individual performance and chaltengiulti-year
cumulative corporate performance goals to motieatstanding performance, provide executives withgbtential to earn additional
shares of the Company’s stock, provide them wititHie financial goals that are tied to shareholldue and encourage and reward
employment tenure. The Company’s current equitygmEmsation programs consist of the award of nondesdiares of the Company’s
common stock to key employees pursuant to the Aeiian and performance-based long term equityntheeprograms (“LTI
Programs”), adopted pursuant to the Amended Pia2007, 2008 and 2009. Participation in the LTIgPams is limited to executives
who are in a position to have a significant impacthe achievement of the Company’s financial gaalswho provide the long-term
strategic leadership necessary to accomplish finhgoals. In order to receive an equity award,gkecutive must be a full-time
employee as of the award date. Any shares so eétinEldShares”) will be awarded in fully paid sharef the Common Stock of the
Company. If the goals specified for achievemerthefLTI shares are not met or exceeded, the awatu@es do not vest. The goals are

designed to encourage the achievement of strongustdined financial performant

(a) 2007 and 2008 LTI Programs. In accordance with the 2007 and 2008 LTI Prograragain executives of the Company were granted
performance-based nonvested stock awards (“LTIedarVesting of the 2007 and 2008 LTI Shares isdétioned upon the Company'’s
achievement of both a targeted percentage Retumvasted Capital (“Target ROIC”) and EPS targettfe three year performance
period ending December 31, 2009 and 2010, respdetiiTarget EPS")and any shares earned will be awarded in thediratter of 201
and 2011, respectively. EPS is computed after ¢pkito consideration the costs of the LTI Progrdime 2007 and 2008 LTI Programs
provide that 100% of the LTI Shares will be awardetie Company achieves both the Target ROIC aad)dt EPS; however, if the
Company’s ROIC is less than 13.5% during the tlyesser performance period (“Target ROIC”), no LTI 8wawill vest or be awarded. If
the Target ROIC is met, the number of shares awiardald range from 0% to 200% of the targeted LA&i®s, depending on the actual

EPS, determined in accordance with the table be

3 Year Aggregated Diluted EPS ($ Percentage of LTI Shares

2007 LTI Program 2008 LTI Program to be Awarded (%)
$10.09- $10.3¢ $11.34- $11.9: Zero
$10.37- $10.8! $11.93- $12.5: 50
$10.86- $11.2! $12.53- $13.0¢ 10C
$11.26- $12.0¢ $13.06- $13.6( 15C
>$12.09 >$13.60 20C

Based on the Compasyfinancial results for 2007 and 2008, the Compzas/determined that it appears likely that neither2007 nor th
2008 LTI Programs will result in an award of LTl&hs. As of December 31, 2008, the Company hassedall amounts previously

accrued for the 2007 and 2008 LTI Pls
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(b) 2009 LTI Program. The 2009 LTI program’s performance criteria (“Penfiance Criteria”) are (1) the extent to which tr@ar@any
achieves its EPS, as stated in the Company’s amepaits filed with the SEC, with respect to fisgahr 2009 (the “EPS Performance
Period”); (2) the extent to which the Company acégeits target Return on Shareholders’ Equity (“RQ&ver a three year performance
period beginning on January 1, 2009 and ending @rebber 31, 2011 (the “ROE/TSR Performance Perianid)(3) TSR relative to the
Compensation Peer Group during the ROE/TSR PerfocenBeriod. The extent to which any 2009 LTI Prog&hares may be awarded
is based upon the extent to which either or athefPerformance Criteria are met. A number of Rerémce Shares, ranging from zero to
200% of the target shares, will be awarded based the extent to which the Company achieves thiofeance Criteria. One-third of
the shares earned, if any, for the EPS goal duhedPS Performance Period, will be awarded on mbee 31, 2010, and the remainc
if any, will be awarded on December 31, 2011. Alllee ROE and Relative TSR Performance Shares éaifrany, will be awarded on
or before March 31, 2012. In every case, the tRexdormance Criteria are computed after taking aaiasideration the costs of the LTI
Program. The 2009 LTI Program is a -funding program

(i) EPS.One third of the LTI Shares will be determined &®ecember 31, 2009, based upon the Company’s \zaient of the
following EPS targets over the EPS PerformanceoBeAny LTI Shares earned will vest over two yearish one third of the shares
awarded as of December 31, 2010, and the remaawgsEded on December 31, 2011. To the extent ERSbietween any of the
threshold amounts indicated in the table belownilmaber of Performance Shares awarded will be ehéted by the Compensation
Committee based on an interpolation between theraRges

EPS Value Target Shares Earned (%)
Less than $3.2 Zero
$3.20 50
$3.35 100
$3.60 150
$3.85 200

(i) 2009-2011 ROEOne third of the Performance Shares will be deteechias of December 31, 2011, based upon the Corspany
achievement of a three year annualized ROE goaltheeROE/TSR Performance Period. To the extentattaal ROE falls between any
of the threshold amounts indicated in the tablewethe number of Performance Shares awarded witldtermined by the Compensat
Committee based on an interpolation between the RD&es in the table below.

Value Target Shares Earned (%)
Less than 15.09 Zero

15.0% 50

16.5% 100

19.5% 150
21.0% or more 200

(iif) 2009-2011 Relative TSROne third of the Performance Shares will be deteechias of December 31, 2011 based upon the
Company'’s achievement of relative shareholder valigr the ROE/TSR Performance Period, which wilthkulated by comparing one-
third of the TSR of companies in the NASDAQ GloBakthange and two thirds of the TSR of the Compéms#&eer Groug
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To the extent that the relative TSR falls betaany of the threshold amounts indicated in thketaelow, the number of Performance
Shares awarded will be determined by the Compeamrs&iommittee based on an interpolation betweef 8 ranges in the table belo

Value
Below 35th percentile
35t percentile
50t percentile
90t percentile or mon

Target Shares Earned (%)
Zero
50
100
200

The Company has never back-dated or re-negotiatgeéquity awards. The Company has no specifiedpaidbncerning the timing of equity
awards; however, the Company does not grant eqaitypensation awards in anticipation of the reledigeaterial 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 2008.

Components of Compensation

Summary

Principal Objectives

Base Pay

* To attract executive talent in the markets in whted Company
competes

» Recognizes and rewards the experience and skélisthployees
bring to the Company

* Provides motivation for career development and eoément.
* Ensures that all employees receive a basic levebwipensation

Bonus
* Provides pay differentiation based on performance
» Rewards superior performance

* Provides incentives to executives to meet or expeefitability
targets

» Rewards those most accountable for long-term fiiehnc
performance

Long-term Equity Incentives

* Attracts and retains talented employees

« Aligns executives’ interests with those of the Camg's
shareholders

» Promotes long-term accountability
» Motivates outstanding performance
» Rewards employment longevity

* Provides significant equity to those most accouetédr
long-termfinancial performanc
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Features

« Initially established based on employees’ priorexignce and
anticipated contribution, the scope of their resiloilities and the
applicable market compensation paid by other comegdor
similar positions

* Fixed annual cash payments, benchmarked againketrdata
and reviewed annually after employment

* Not dependent upon the Company’s achievement of its
performance goal

« Financial and non-financial goals are approved alynby the
Board

* Target bonus amounts are established annually

» Minimum target management bonuses for the execoffieers
range from 50% to 80% of base salary*

» Bonuses are paid in cash in January for the pear'g
performance

» Consists of nonvested shares of the Company'’s stedkding
performance-based shares

* Performance-based shares vest only upon the Conspany
achievement of specified three year targets. Ndadeshares
generally vest 20% per year over a five year period

» Award decisions reflect consideration of each ekeels
performance and expected contributions to oveirsdintial results




* A minimum target management bonus, is set fortbach executive’'s employment agreement. Thestdrgnus is paid if the results of
operations for the year achieve the net profithbgbals and the executive’s performance is deteethio have met expectations. If the
results of operations for the year exceed net fafafity goals and the executive’s performanceatgednined to have exceeded
expectations, the amount of the management bonysmacreased in recognition of the degree to Whésults exceeded such goals,
and the degree to which the executive contribudetié Company’s superior performance. If the resofitoperations fail to achieve net
profitability goals or the executive’s performarnsaletermined not to have met expectations, themthount, if any of the management
bonus will be within the discretion of the CompdimaCommittee, giving reasonable consideratioany intervening or extraordinary
events or circumstances that might have giventoiseich shortfall. The executive bonus structure madified in the 2009-2011
executive employment agreements which were eniatedn November 2008, as described bel

2009-2011 Executive Employment AgreementsThe Company entered into new three-year employagreements with its key executives
in November 2008, which became effective as of dgni, 2009 and terminate on December 31, 201&sardooner terminated pursuant to
their terms (the “New Agreements”). The New Agreatsesupersede the prior executive employment agretsmvhich expired on

December 31, 2008. The New Agreements providedgments to the executives during periods of digglihd to their beneficiaries in the
event of their death, and for severance paymerdn the involuntary termination of the employmentheout Cause (as that term is defined in
the Employment Agreements). Receipt of severangmeats is conditioned upon the execution of a gdnefease in a form approved by the
Company. In the case of a termination for Causesaverance payments will be made. Each executiez=dgduring the term of their
employment and for a period of time following thrmination, to specified non-compete and noregation provisions. The New
Agreements provide for an annual bifurcated castub@ayout, based on individual and financial penrnce. The amount of the individual
portion of the annual cash bonus will be determibased upon the executive’s performance duringtioe operating year, compared to such
goals as are set forth in the business plan faryiar as approved by the Board (the “Business’Rlahe individual portion of the cash bor
will be paid if the executive’s personal performanin conformance with Company policy and witk #xecutive’'s past levels of
performance, and if Employee has met the performanpectations of the Compensation Committee. iflamdial achievement bonus will
paid if, and to the extent that the results of afiens achieve the net profitability goals for yfear specified in the approved Business Plan. If
(i) the results of operations for the year excdwdrtet profitability goals of the approved Businetmn and (ii) the executive’s performance is
determined to have exceeded expectations, the a@rmbthre Cash Bonus may be increased in recognitidhe degree to which results
exceeded such goals, and the degree to which dwtxe contributed to the Company’s superior pennce results as determined in the
sole discretion of the Compensation Committed) the results of operations for the year fail thi@ve net profitability goals specified in the
approved Business Plan or (ii) the executive’sqrerfince is determined not to have met expectatibes,the amount, if any of the Cash
Bonus shall be within the absolute discretion ef @ommittee, provided that the Committee can ghasonable consideration to any
intervening or extraordinary events or circumstarbat might have given rise to such shortfall tikem, if pursuant to the Company’s senior
executive target equity ownership policies, the Exyge’s targeted equity ownership levels have metbmet, the Cash Bonus may be paid,
in whole or in part, in shares of the Company’s omn stock.

Perquisites. The Company ensures that its executive officezgaid fairly and that it has a uniform set of &féis and perquisites all of

which apply to all employees equally. Accordinglye Companys executives are provided no Company paid or reigggliunique perquisit
which are not offered to other employees. It isgh#osophy of the Company that each executivduiding the Company’s CEO and CFO
may determine, within the limits of his or her osampensation, whether or not to personally purchaseeimbursable luxury travel, priva
flights, housing, security systems, car serviceb chemberships, financial planning services, oewo#iuch goods and services, including those
which are sometimes provided as executive perggifiy other companies, but not offered by the Campghis is consistent with the
Company’s general operating principles.

Other than the standard employee benefits, subkalth, dental, life, hospitalization, surgical,jaranedical and disability insurance,
participation in its 401(k) plan, paid time off,canther similar Company-wide benefits which mayirbeffect from time to time for all other
employees, the Company does not provide additipa@uisites, personal direct or indirect benefitsjse any separate set of standards in
determining the benefits for its executives.
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The Company believes that its base pay and totapeasation package are reasonable in the indastdythe Company has demonstrated
it is able to hire and retain talented executivébhaut offering additional perquisites.

Pension Plans, Retirement Benefits and NonqualifieDeferred Compensation. The Company does not offer any pension or regrgm
plans to any of its Directors or employees, inahgdits executive officers. The Company does nardafs employees a non-qualified defined
contribution plan; however, the Company sponsat8HK) plan for its employees who are at least ty«@me years of age or over. This plan
is a long-term savings vehicle that enables emg®ye make pre-tax contributions via payroll deiunst, and receive tax-deferred earnings
on the contributions made. Employees are eligiblemake voluntary contributions to the plan of ud@% of their compensation, subject to
Internal Revenue Service limitations, after comptgsix months of service. Employees who were atléifty years of age by the end of the
fiscal year were also eligible to make 401 (k) caiphcontributions up to a maximum of $5,000, anihcseased to $5,500 in 2009. The
Company makes matching cash contributions of uf4do each participating employee’s salary. Empésyare able to direct their own
investments in the Company’s 401(k) plan. The Cam{saNEO’s did not make any withdrawals or recedwy distributions from the
Company’s 401(k) plan in 2008.

Severance PaymentsThe Company does not have any plans or programaruvitich payments to any of the executive offi@estriggered
by a change of control of the Company. The Summ&Beverance Terms and Potential Payments Talléall@vs this narrative
summarizes such payments and benefits. All of dee@ives named below executed employment agresmétiit the Company. The terms
each employment agreement began on January 1, 20@%ill end on December 31, 2011. Each employragredement contains
confidentiality, non-solicitation, non-competitiamd indemnification provisions. Each employmenteagrent also contains severance
provisions. Severance payments are conditioneti®executive’s execution of a full release of Hiras against the Company, and are
payable in a lump sum after termination of emplogm&he Severance Agreements provide executivésaeittain benefits upon their
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 then@any and/or the business units
managed by the terminated executive. Each employaggeement provides for severance payments undeluntary termination
circumstances other than death, disability or “@&duNo severance payments were made to any NER@edg€bmpany in 2008.

The following table shows the severance paymeumtiswiould have been made to the executives listehvgursuant to the terms of their
employment agreements, under various employmemirnation scenarios, if such termination had ocaiag of December 31, 2008.
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SUMMARY OF SEVERANCE TERMS AND POTENTIAL PAYMENTS

Salary, Bonu: Options
Constructivi and Accruec and
Terminatior Termination Severanct Vacation@®) Benefits Shares®)®) Total
Name Provisions Conditions® Paymen $) $) $ $)
Steve Fredrickso Yes Constructive dischar¢(®, Two year’ salary, $1,948,07 $52,08! $375,12( $2,375,27!
nor-renewal of employmer two times targe
agreement or reasons otl bonus in
than Cause®) termination year
death or disability accrued vacatio
and benefits fo
one yeal
Kevin Stevensol Yes Constructive discharg Two year’ salary, $1,318,841 $42,41¢ $937,80( $2,299,06.
nor-renewal of employmer two times targe
agreement or reasons otl bonus in
than Cause, death termination year
disability accrued vacatio
and benefits fo
one yeal
Craig Grube  Yes Constructive discharg Two year’ salary, $1,345,96: $45,81! $229,24( $1,621,01:
nor-renewal of employmer two times targe
agreement or reasons otl bonus in
than Cause, death termination year
disability accrued vacatio
and benefits fo
one yeal
Judith Scot Yes Constructive discharg One yed's salary $ 363,55¢ $32,77¢ $ 31,26( $ 427,59¢
nor-renewal of employmer one times targe
agreement or reasons otl bonus in
than Cause, death termination yea
disability and accruel
vacation anc
benefits for one
year
Michael Petil® No Non-renewal of employmer One yed's salary $1,182,591 $39,04< $109,26( $1,330,901
agreement or reasons otl one times targe
than Cause, death bonus in
disability termination year
accrued vacatio
and benefits fo
one yeal
Kent McCammor No Non-renewal of employmer One yed's salary $1,197,15. $37,631 $ 0.0C $1,234,79:

agreement or reasons otl
than Cause, death
disability

one times targe
bonus in
termination year
accrued vacatio
and benefits fo
three month:

@ In the event of their death or disability, exéees or their estates will receive their base yad@rned through the month of the date of

their death or disability, plus a [-rata portion of their target bonus for that ye

(@ Based on 2008 compensatis
®  Assumes payment of maximum accrued vacation andsb
@ Bonus calculation is based on the greater of tftgetdbonus in the year of Termination or the achaslus paid for the year pric

() Options cease to be exercisable 90 days aftatateeof termination for reasons other than CaNeeoptions may be exercised and no
nor-vested shares may be granted upon terminationdas€&

()  Represents total equity compensation that woeltehlized upon termination, including all vestgtians and all options and nastec
shares vesting within 60 days of termination, bagesh NASDAQ's closing price of the Company’s commstock on December 31,

2008.

(") “Constructive Discharge” is defined as the etmtif the employee to terminate his or her emplayrdee to the removal of employee
from, or a failure of employee to continue in hisher current position, any material diminutiorttire nature or scope of the authorities,
powers, functions, duties or responsibilities dtegtto such position, the relocation of the Compmapsincipal executive offices to a
location more than 50 miles from Norfolk, Virginiand employee does not agree to such changes oraterial breach by the
Company of the employ’s employment agreeme!

®  “Cause” is defined as: (A) conviction, or pleagaiilty or nolo contender¢o, a felony; (B) engaging in willful misconduciathis

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 violatafrthe Company’s written policies and procedurasl(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

®  The Company was entitled to extend Mr. Petit’s-sompetition/non-solicitation period for an addiital year by paying additional
severance compensation equal to one’s salary. In this scenario, Mr. P’s total severance payment would have been $1,70.(

Other Benefits. The Company’s executive officers are required biycgdo submit to regular comprehensive physicaminations at the
Company’s expense, at a cost of up to approxim&e§00 each.

The following table identifies the Company’s behefans and identifies employees who may be ekgiblparticipate:

Benefit Plan Executive Officers All Full Time Employees
401(k) Plar X X
Medical/Dental/Vision Plan X X
Life and Disability Insuranc X X
Legal Resources Assistan X X
Employee Assistance Pl X X
Defined Benefit Pension Pl: Not Offered Not Offered
Deferred Compensation Pl Not Offered Not Offered
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The Company has never made a loan to any of itsug¢ixe officers or Directors.

Setting 2008 Executive Compensation

The Roles of the Compensation Committee and Managemt . The Compensation Committee administers the cosgiem program for
the Company’s NEO’s and other key executives, apglthe principles and philosophy stated above. Cammittee is supported by its
compensation consultant, the CEO and the HumanuRe=® Department of the Company. The Committeeiderssexecutive pay data
provided by its compensation consultant (includiegr group comparables) and considers the reconatiens of the CEO with respect to
the compensation of each executive officer othan thimself. The CEQO’s recommendations to the Comsgagon Committee detail, with
respect to each executive, a proposed total cormpengackage for the fiscal year, including amgoramended adjustments in base salary,
annual cash bonus as a percentage of target, apdgad equity awards, if any.

In 2008 the Compensation Committee engaged FW @sdls compensation consultant, to provide reseassistance, analysis and
recommendations pertaining to total executive cameggon. In connection with its work for the Comtedét, FW Cook attended Committee
meetings and related meetings with management. Bk Compared the Company’s executive compensatitimt of the Compensation
Peer Group, and to compensation data from indgstryeys, and provided a detailed report of itsifigd to the Compensation Committee.
Using the data and analysis presented in the FWk @quort, the Compensation Committee set guidelioettal compensation and the mix
of compensation elements for the Company’s exeestiBase salaries were targeted at approximatelsiterage of the 2Bpercentile 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 ofle@xecutive, other than himself, their likely
future contribution and the extent to which the @amy would have to be more or less competitiveetain and motivate the executive. The
CEO also provides to the Committee his assessniie@ioh executive’s performance during the priorytee extent to which individual and
departmental goals established for the executive weet, and the CEO’s recommendations with regpesach executive’s proposed total
compensation package for the year, including angmenended adjustments in base salary, annual caslslas a percentage of target and
equity awards, if any. Although the Committee cdess the CEO’s recommendations, the Compensatiom@ibee independently evaluates
the recommendations and makes all final compensdtaisions in executive session, within the patarmsef 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 bighince of short-term and long-term compensatitie. dompensation of executives who
have the greatest ability to influence the Compsifiyiancial performance is predominately perforneabased and at risk, which is consistent
with the overall compensation philosophy. Baserizdare set at roughly the average salaries dt%tfgpercentile of the Compensation Peer
Group, with the opportunity to earn total cash cengation (base salary, plus cash bonus) at thageef the 50'to 75t percentile of the
Compensation Peer Group with the addition of felyned bonus compensation. However, the totaltdisacutive compensation is targeted
to approximately the median of the Compensationm Beeup with the addition of fully earned bonus qamnsation and performance based
equity incentives. In 2008, difficult economic catimhs caused the Company to experience a 6% deeiaanet income from the prior year.
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In making its year-end compensation decisionsCihiamittee noted that while overall, the Companyqrered comparatively well,
considering the state of the economy, and on &ivelbasis in comparison to the industry as a whbke Company 2008 financial results d
not meet its performance targets. Because of thhasis placed by the Company on the performancedbelements of executive
compensation, the Company’s failure to meet itarfcial targets in 2008 resulted in a 15% redudtidhe total 2008 target bonus pool by the
Compensation Committee, roughly equivalent to tae@ntage by which the Company’s performance tangete missed. The NEO’s bonus
awards from the total cash bonus pool were in Hugegate 77% of their target bonuses, which canetitan 18% reduction in their aggrec
cash bonuses from the prior year. ConsequentB0@8 the Compensation Committee approved compensati the NEQO'’s at a level which
was, in the aggregate, 6% lower than their totadensation (base salary, cash bonus and equityhdqrior year. Executive equity awards
and cash bonuses paid in 2008 were reduced by 7&n8%7.1% respectively. Within this framework, teems of new three year executive
employment agreements were presented and executéd DIEO’s in November 2008.

Allocation among Elements of Compensation

The Compensation Committee uses its judgment inmgatompensation decisions, using the frameworkritesd above, with the goal of
structuring its executive compensation mix to bekabcompetitive for each compensation elemendyiter to effectively respond to the
evolving business environment and to attract, agvahd retain exceptional talent. The CEO recommémthe Committee the mix of salary,
annual incentive and long-term incentive awards tiesbelieves an NEO should receive as total doestpensation based on job
responsibilities and performance and talent assastsmwhile being informed by available market dAta result, the weighting of each
component can vary each year. Base salary is dgntengjeted at the 25th percentile of the Comptoas@eer Group, and total cash
compensation (salary plus bonus) is targeted t&@te to 750 percentile of the Compensation Peer Group whew &dhieved. Total direct
compensation (base salary, cash bonus and equiigigeted to the median of the Compensation PermpGThe exact percentile may differ
by individual, based on performance and other facto 2009, total direct compensation levels, tssdaries and incentives (both annual and
long term incentives) will be generally targetedhat 50t percentile of the Compensation Peer Group. HoweherCompensation
Committee, primarily on the recommendation of thedC(for positions other than his), has the disoretd set total compensation above or
below the targeted percentile of similar positionthe Compensation Peer Group when the valuesoititividual’'s experience, performance
and specific skill set justifies variation. Thealotompensation paid to the CEO, CFO and the attust highly paid executives of the
Company in 2008 is shown in the Summary Compensdtble on page 29.

Total NEO compensation was allocated in 2008 devist

CEO Compensation Compensation of Other Named Executive Officer
(Except CEO)

8%

45%

O Base Salary B EBoun: O Equity O Base Salary B Bonn: O Equity

Name Base Pay (%) | Cash Bonus (%! [ Equity Awards (%) @) | Total at Risk (%)
Steve Fredrickso(t) 45 50 5 55
Kevin Stevensoi(l) 42 51 7 58
Craig Grube®) 43 49 8 57
Judith Scot(@) 51 40 9 49
Michael J. Peti 29 56 15 71
Kent McCammor 35 65 0 65

M  NEC's

(@ Equity awards are valued based on the expensgmized for financial reporting purposes under B&ZSR. For a discussion of
valuation assumptions, see the Company’s 2007 @88 €onsolidated Financial Statements includetsi@®008 Annual Report. The
actual amount of compensation that will be realiaethe time an award vests will depend upon theketgorice of the Company’s
common stock on the vesting de
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Tax Deductibility of Executive Compensation Section 162(m) of the Internal Revenue Code of 188@mended (the “Code”), imposes a
$1 million limit on the amount that a public comganay deduct for compensation paid or accrued miipect to each covered employee (i.e
the Company’s CEO and the next three highest géitbes subject to SEC disclosure, other than tROY; as of the end of the fiscal year.
While the Compensation Committee is mindful of pleeential impact upon the Company of Section 162ffrihe Code, it reserves the right
to extend such compensation arrangements as matifree to time be necessary to retain or attrgetpoality management. The
Compensation Committee generally structures exeegttmpensation arrangements so as to minimizienpact of the limitations of Section
162(m) of the Code, which includes consideratiothefimpact of performance-based equity awardsdédompany’s Named Executive
Officers. In 2008, each of the Company’s coveregleyees received a base salary of less than $iomdhd each covered employee
received other compensation that would not be éichlty the $1 million threshold imposed by Secti6@(in). Therefore, the entire amount of
each covered employee’s compensation earned diistaj year 2008 was deductible.

Accounting for Share-Based Compensatiorizinancial Accounting Standards Board StatementRp3Ghare-Based Payments,” revised,
(“FAS 123R") requires companies to expense theviaine of employee stock options and other formacpfity compensation. Since
January 1, 2002 the Company has been expensinty éaisied compensation under FAS 123, “Accountimgfock-Based Compensation,”
and beginning January 1, 2006 under FAS 123R. Tdrepgany has not issued stock options to its empbogee its adoption of the
Amended Plan in 2004. Management and the Boardretiors are united, as a matter of principal, wébpect to the corporate policy of
never repricing options or resetting performaneadards to achieve LTI goals. The Company has reaek dated stock options.

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 4DaftRegulation S-K and, based on such review ascldsions, 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 AnfRegbort on Form 10-K for the fiscal year ended Daloer 31, 2008. This report is
provided by the following independent Directors wdmmprise the committee:

David Roberts, Chairman
Scott Tabakin Penelope Kyle
James Voss William Brophey

Compensation Summary.The following table sets forth all compensation edeal to, earned by, or paid to each of the CompaNgmed
Executive Officers, including its CEOQ, its CFO ahd two other most highly compensated executivealfeervices rendered to the Comp
and its subsidiaries years ended December 31, 2008, and 2006, including equity awards. The Compdfers no non-equity incentive
plans, defined benefit pension plans or nonqudlifieferred compensation plans.
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SUMMARY COMPENSATION TABLE

All Other
Name and Bonus® Stock Awards @ Option Awards ©) Comp @ TOTAL
Position Year Base Salary ($ $ $) $ $ $

Steve Fredrickson, CE 200¢ $400,00( $440,00( $ 47,25¢ $ 0 $ 12,30( $ 899,55:
2007 $364,00( $550,00( $284,91- $87,85! $ 11,60( $1,298,36!

200¢ $350,00( $690,00( $ 32,16 $89,39¢ $ 8,80 $1,170,36.

Kevin Stevenson, CF! 200¢ $270,00( $330,00( $ 47,25¢ $ 0 $ 9,80 $ 657,05:
2007 $245,00( $375,00( $195,70! $48,54¢ $ 9,60C $ 873,85:

200¢ $235,00( $460,00( $ 32,16 $49,40¢ $ 8,80( $ 785,36

Craig Grube, EVF 200¢ $260,00( $300,00( $ 47,25¢ $ 0 $ 12,30( $ 619,55:
2007 $234,00!( $400,00( $189,76! $48,54¢ $ 11,60( $ 883,91

200¢ $225,00( $450,00( $ 32,16 $49,40¢ $ 8,80 $ 765,36

Judith Scott, EVF 200¢ $190,00( $150,00( $ 34,11 $ 0 $ 12,30( $ 386,41
2007 $182,00( $148,00( $ 71,17 $11,55¢ $ 10,07( $ 422,80:

200¢ $169,61! $175,00( $ 28,59¢ $11,76¢ $ 8,80 $ 393,77¢

Michael Petit, BK Pres®) 200¢ $190,00( $375,00!( $103,10: $33,76¢ $ 10,80( $ 712,67(
2007 $170,00( $390,00( $231,07! $57,95¢ $ 10,10( $ 859,12¢

200¢ $155,00!( $425,00!( $111,16: $58,02¢ $ 8,80 $ 757,98

Kent McCammon, SVI®5) 200¢ $208,00( $380,00( $ 0 $ 0 $ 11,80( $ 599,80(
2007 $ 92,30¢ $200,00( $148,68! $ 0 $205,11¢ $ 646,11:

200¢ NA NA NA NA NA NA

@) This table reflects for a given year all bonusased by the above executives in 2006, 2007 add. Zthe Company typically pays
bonuses in January of the year following the yrartich the bonus was earn:

(@ The amounts included in the “Stock Awards” colurepresent the expense recognized for financialrtig purposes in 2006 and 2007
under FAS 123R for grants of non-vested share9@7 2as well as prior years. For a discussion hfateon assumptions, see the
Company’s 2007 and 2008 Consolidated FinanciakBtants included in its Annual Reports on Form 18-&hd 10-K filed with the
SEC on March 12, 2008 and February 27, 2009, résphc The shares awarded vest either (a) ratabér a five year period,
beginning on the first anniversary of the awarddat(b) pursuant to the terms of Company’s LThpldf stated performance goals are
met (see page 21 for a more complete descriptioheoETI Plans). The actual amount of compensétian will be realized at the time
an LTI grant vests, if at all, will depend upon tharket price of the Compa’s common stock at the vesting ds

®  The amounts included in the “Option Awardsilumn represent the expense recognized for fiahneporting purposes in both 2006
2007 under FAS 123R for grants of stock optiongriar years. There were no stock options grante2D6, 2007 or 200

@ These amounts represent company matching cotitritsuto the recipient’s 401(k) plan up to limits 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 up to a maximum of $2,500 afitztble contributions to
eligible recipients under Section 501(c)(3) of thiernal Revenue Cod

) Although Mr. Petit and Mr. McCammon are not NEQheir compensation details are included in thige due to their level of
compensatior

Equity Compensation Plan Information. Under the Amended Plan, 2,000,000 shares haverbada available for issuance to the
Company’s employees and Directors. The table beddlects the number of shares subject to outstgnalivards and the amount available for
future issuance. Prior to the adoption of the AneehElan, such awards were in the form of stocloogtivith an exercise price equal to the
fair market value of the stock at the grant datiter’the adoption of the Amended Plan, such awaste in the form of grants of shares of
nonvested shares, including LTI Shares.
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The table below provides information with respecthte Amended Plan, as of December 31, 2008:

Number of Number of Securities
Securities Weighted-average Remaining Available
Authorized for Number of Securities to be Issued Exercise Price of for Future Issuance
Issuance Under Upon Exercise of Outstanding Outstanding Options and Under Equity
Plan Category the Plan Options and Nonvested Share Nonvested Share(®) Compensation Plan<?)
Equity compensation plans approved
security holder: 2,000,001 378,25} $5.61 843,49!
Equity compensation plans not appro'
by security holder None None N/A None
TOTAL 2,000,001 378,25! $5.61 843,49!

@ Includes grants of nonvested shares, for whiehetis no exercise price, but with respect to wiitares are awarded without cost when
the restrictions have been realized. Excludingriygact of the nonvested shares, the weighted ageragrcise price of outstanding
options is $17.2¢

(@  Excludes 778,250 exercised options and vestedshahéch are not available for-issuance

Grants of Plan-Based AwardsThe following table provides information regarditg grants of equity-based compensation awards toade
the executives named therein, during the year ebeéegmber 31, 2008. The Company has no formal gaityeincentive plan. No stock
option awards were granted by the Company in 2008.

Grants of Plan-Based Awards Table

Estimated Payout Under
Equity Incentive Plan

Grant
Date Fair
Value of

Stock
Grant Date Threshold Target Maximum Awards*

Name Award Type Date Approved (#) (#) (#) ($)

Steve Fredrickso 2007 LTI Plar 3/30/200° 3/30/200° 0 16,00( 32,00( $714,40(
2008 LTI Plar 1/4/200¢ 1/4/200¢ 0 13,00( 26,00( $470,86(
2009 LTI Plar 1/20/200! 1/20/200! 0 22,48: 44,96: 560,00:
Kevin Stevensol 2007 LTI Plar 3/30/200° 3/30/200° 0 10,00( 20,00(¢ $446,50(
2008 LTI Plar 1/4/200¢ 1/4/200¢ 0 8,00( 16,00( 289,76(
2009 LTI Plar 1/20/200¢ 1/20/200! 0 8,83: 17,66¢ 220,00
Craig Grube 2007 LTI Plar 3/30/200° 3/30/200° 0 9,60( 19,20( $428,64(
2008 LTI Plar 1/4/200¢ 1/4/200¢ 0 3,50( 7,00( 126,77(
2009 LTI Plar 1/20/200! 1/20/200! 0 6,90¢ 13,81( 172,00:¢
Judith Scot 2007 LTI Plar 3/30/200° 3/30/200° 0 2,50(C 5,00( $111,62¢
2008 LTI Plar 1/4/200¢ 1/4/200¢ 0 190( 3,80( 68,81¢
2009 LTI Plar 1/20/200¢ 1/20/200¢ 0 2,50¢ 5,012 62,42«
Michael Petil 2007 LTI Plar 3/30/200° 3/30200° 0 7,00( 14,00( $312,55(
2008 LTI Plar 1/4/200¢ 1/4/200¢ 0 7,00(C 14,00( 253,54(
2009 LTI Plar 1/20/200! 1/20/200! 0 8,832 17,66¢ 220,00t
Kent McCammor 2007 LTI Plar 3/30/200° 3/30/200° 0 10,00( 20,00( $446,50(
2008 LTI Plar 1/04/20( 1/4/200¢ 0 4,00( 8,00( 144,88
2009 LTI Plar 1/20/200¢ 1/20/200¢ 0 8,02¢ 16,05¢ 200,00:

* The amounts reported above relate to the ndaddsT| Shares granted to the above executivesva@hee of the LTI Share awards was
determined by multiplying the closing price of Bempany’s common stock as of the grant date tilmesarget number of LTI Shares
granted. The performance shares will not vestafgrformance criteria set forth above are not
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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 2008 on an aggregated basisaith ef the executives named therein, and includesalue realized upon exercise or upon
vesting.

OPTION AWARDS STOCK AWARDS
Number of
Shares
Acquired on Value Realized o Number of Share
Exercise Exercise Acquired on Vesting  Value Realized on Vestir
Name #) ($) #) ($)
Steve Fredrickso 10,00( $237,80( 1,00( $ 42,98(
Kevin Stevensol 0 0 1,00( $ 42,98(
Craig Grube 10,00( $237,80( 1,00(¢ $ 42,98(
Judith Scot 1,50C $ 37,75¢ 85C $ 36,44
Michael Petil 7,00( $115,61- 3,69( $152,04¢
Kent McCammor 0 0 0 0

Outstanding Equity Awards at Fiscal Year End.The following table provides information on the mnt holdings of stock option awards
and nonvested share awards of the executives ntmaezin. This table includes unexercised and uedesption awards and nonvested share
awards which were outstanding as of December 318.20

Option Awards Stock Awards @
Number of Number of Number of Market Value
Securities Securities Shares or of Shares of
Underlying Underlying Units of Stock that
Unexercised Unexercised Option Option Stock That Have Not

Options (#) Options (#) Exercise Expiration Have Not vested as o

Name Grant Date Exercisable Unexercisable@ Price ($) Date Vested® () 12/31/08($)4)
Steve Fredrickso 11/7/200: 18,00( — $13.0( 11/7/200! — —
4/19/200¢ — — — — 3,00 $101,52(
3/30/200®) — — — — 16,00( $541,44(
1/4/200¢5) — — — — 13,00( $439,92(
Kevin Stevensol 11/7/200: 45,00( — $13.0( 11/7/200¢ — —
4/19/200¢ — — — — 3,00 $101,52(
3/30/200°%) — — — — 10,00( $338,40(
1/4/200¢5) — — — — 8,00( $270,72(
Craig Grube 11/7/200: 11,00( — $13.0( 11/7/200! — —
4/19/200t — — — — 3,00¢ $101,52(
3/30/200) — — — — 9,60( $324,86¢
1/4/200¢5) — — — — 3,50( $118,44(
Judith Scot 11/7/200: 1,50¢ — $13.0( 11/7/200¢ — —
7/20/200- — — — — 20C $ 6,76¢
7/28/200! — — — — 70C $ 23,68¢
4/19/200t — — — — 90C $ 30,45¢
3/30/200°%) — — — — 2,50( $ 84,60(
1/4/200¢5) — — — — 1,90C $ 64,29¢
Michael Petil 7/31/200: 18,00( — $27.77 7/31/2011 — —
7/20/200- — — — — 20C $ 6,76¢
7/28/200! — — — — 80C $ 27,07
4/19/200¢ — — — — 3,00 $101,52(
3/30/200°%) — — — — 7,00C $236,88(
1/4/200¢5) — — — — 7,00C $236,88(
Kent McCammor 3/30/200°%) — — — — 10,00( $338,40(
1/4/200¢5) — — — — 4,00( $135,36(

@) The LTI Shares will not vest or be awarded if @@mpany does not achieve its performance targstdescribed more fully on pages
21-22 above. If the targets are met, the numbshafes to be received by each executive will ireerea decrease depending on actual
performance
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2 Option awards vest in five equal, annual installtadreginning on the first anniversary of the ddtgrant.

)  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 thea@spe Long Term Incentive Plan, based on the aelment of stated performance
goals. (See page 21 for a more complete descripfitine Long Term Incentive Plan:

@  Value is calculated based on the closing pri@8@&4) of the Company’s common stock on the NASDB3I@bal Stock Market as of
12/31/2008G) LTI Shares granted, but not vested or awar

®) LTI Shares granted, but not vested or awar

AUDIT COMMITTEE REPORT
The Audit Committee has furnished the followingaggo shareholders of the Company in accordante miles adopted by the SEC.

Each member of the Audit Committee is an independieactor, as defined in NASDAQ Rules 4200(a) (&)l 4350(d)(2). Each member of
the committee also satisfies the SEC’s additiomd¢pendence requirement for members of audit caeesitaccording to Item 7(d)(3)(iv) of
Schedule 14A under the Exchange Act and NASDAQ 4890(a)(15) and 4350(d)(2). In addition, the Bdzais determined that James
Voss and Scott Tabakin are both “audit committearfcial experts,” as defined by paragraph (h)(2)esh 401 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 CEO and @¥fiodically report to the Audit Committee regaglihe services provided by the
independent auditor in accordance with this preraypgd.

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 expressing opgsan the conformity of the Compasy’
audited consolidated financial statements in acmed with U. S. generally accepted accounting jpies, in all material respects, and on the
effectiveness of the Company’s internal controlrdirancial reporting.

* The Audit Committee reviewed and discussed withageament, the Company’s audited consolidated fimdustitements for the fiscal year
ended December 31, 2008, including a discussigheocceptability and appropriateness of signifieaicounting 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 Comreitalso reviewed with management and the indepéadelitors the reasonableness of
significant estimates and judgments made in pregdhie consolidated financial statements, as veaha clarity of the disclosures in the
consolidated financial statements.
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» The Audit Committee has discussed with the Compaimgdependent auditors, the matters required mbenunicated by Statement on
Auditing Standards No. 61, “Communications with A@ommittees,” as amended.

* The Audit Committee has received written communicest from KPMG LLP (*KPMG”), as required by PCAOBUR 3526,
“Communications with Audit Committees Concerningépendence,” and has discussed with KPMG theipiaddence. The Audit
Committee has concluded that the audit and nont-aadiices which were provided by KPMG in 2008 wesepatible with, and did not
negatively impact their independence.

The Audit Committee met with the Company'’s interaatlitor and with its independent auditors, witd anthout management present, to
discuss the overall quality of the Company’s finaheeporting. In reliance on such discussions, isdeview and discussions with
management of the Company’s audited consolidatethéiial statements and the acceptability and apiatepess of significant accounting
policies, and subject to the limitations on theerahd responsibilities of the Audit Committee refdrto above, the Committee recommended
to the Board, and the Board has approved, thattmpany’s audited consolidated financial statemeatscluded in the Company’s Annual
Report on Form 10-K for the fiscal year ended Ddoen31, 2008 for filing with the SEC.

On March 8, 2007, the Audit Committee dismissedd@®vaterhouseCoopers LLP as its independent auditotrengaged KPMG to serve in
that capacity. This decision was made followingpmprehensive review by the Audit Committee and mgangnt of KPMG's qualifications.
The report of PricewaterhouseCoopers LLP on theadaated financial statements of the Company andffor the year ended

December 31, 2006, did not contain any adversdapior disclaimer of opinion, nor was it qualified modified as to uncertainty, audit
scope or accounting principles. During the fisadryended December 31, 2006 and the subsequeimperiod through March 8, 2007,
there were no disagreements with Pricewaterhouge€ed.LP on any matter of accounting principlepiactices, financial statement
disclosure or auditing scope or procedure, whisaglieements, if not resolved to their satisfactiaoyld have caused them to make refere
to the subject matter of the disagreement in caiorewith their reports. None of the reportable mgedescribed in Iltem 304(a)(1)(v) of
Regulation S-K occurred within the two fiscal yeafshe Company ended December 31, 2006, or witlérsubsequent interim period
through March 8, 2007. The Company provided Pri¢eruseCoopers LLP with a copy of the foregoirsgldisures and attached a copy of
the letter dated March 13, 2007, in which theyestdheir agreement with such statements as anietdithe Form 8-K that was filed by the
Company in this connection on March 13, 2007.

During the fiscal year ended December 31, 2006Ctm@pany did not consult with KPMG regarding anyhef matters or events set forth in
Item 304(a)(2)(i) or (ii) of Regulation S-K.

KPMG has been recommended by the Audit CommittebeoBoard for reappointment as the Independenitérsdfor the Company. Subject
to shareholder approval, the Board has appointdd®&Rs the Company’s Independent Auditors for thedi year ending December 31,
20009.

Representatives of KPMG are expected to atten@@B8 Annual Meeting. They will have an opportunidymake a statement if they desire
do so and will be available to respond to appraprséareholder questions.

The Company is requesting that the shareholdefg thé appointment of KPMG as the Company’s indefent auditors for the fiscal year
ending December 31, 2009. In the event the shader®fail to ratify the appointment, the Audit Coittere will consider it a direction to
consider other accounting firms for the subseqyeat.
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This report is submitted on behalf of the followinglependent Directors, who constitute the AuditButtee:

James Voss, Chairman
William Brophey
Scott Tabakin

Principal Accountant Fees and ServicesKkPMG served as the Company'’s independent regidtaccounting firm with respect to the audits
of the Company’s consolidated financial statemémtshe fiscal year ended December 31, 2008 an€trapany'’s internal control over
financial reporting as of December 31, 2008. Inneamion with its 2008 corporate income tax retumisich are anticipated to be complete
2009, the Company retained a separate tax accguimim, which is not related to KPMG.

The following table sets forth the aggregate faldscbor expected to be billed by KPMG for the y@anded December 31, 2008 and 2007,
respectively. All the services performed by andsfeaid to KPMG LLP were pre-approved by the Audith@nittee.

Audit Fees
2008 2007

Audit Fees

Annual Audit $551,50( $483,00(

Tax Fees 14,50( 10,90(

Other Fee:!

Subscription Fee@) 1,50( 1,50(
Total Accountant Fee $567,55( $495,40(

() Subscription fees represent fees paid to KPMG ricairmmual subscription to their proprietary reseaocth during 2008 and 200

“Audit Fees” include fees for the audit of the Camnp’s annual consolidated financial statements, reviise related quarterly consolida
financial statements, and services normally peréatiim connection with statutory and regulatonynfi. “Audit Feesalso include fees relat
to the audit of the Company’s internal control ofreancial reporting.

PROPOSAL TWO: APPROVAL OF INDEPENDENT AUDITORS

Upon the recommendation of the Audit Committee,Bbard has appointed KPMG as independent audiborthé Company for the fiscal
year ending December 31, 2009 to audit its conatdatifinancial statements for the fiscal year egpddecember 31, 2009, and to audi
internal control over financial reporting as of Batber 31, 2009. Even if the selection of KPMG tffiesl by the shareholders, the Audit
Committee, in its discretion, may select a diffémagistered public accounting firm at any timeidgrthe year if it determines that such a
change would be in the best interests of the Cosnpad its shareholders.

A majority of votes cast in person or representegioxy will constitute ratification of the appoiment of KPMG. Broker non-votes (i.e.
where brokers are prohibited from exercising disonary authority for beneficial owners who have redurned a proxy) will be treated as
abstentions. Under Delaware General Corporate bavebstaining vote is not deemed a “vote castpresented by proxy.” As a result,
abstentions are not included in the tabulatiorhefresults on the ratification of the appointmdritBMG.

The Board of Directors recommends that the sharehdkrs vote “FOR” the ratification of the appointment of KPMG as the Companys
independent auditors for the fiscal year ending Deember 31, 2009.
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Section 16(a) Beneficial Ownership Reporting Compnce. Section 16(a) of the Exchange Act requires the Gomis executive officers
and Directors and persons who beneficially own ntloas five percent (5%) of the Company’s commorelsto file initial reports of
ownership and changes in ownership of such comnumk svith the SEC and NASDAQ. As a practical mattke Company typically assists
its Directors and executive officers with theseagi@ctions by completing and filing Section 16 répon their behalf. The Company also
reviews directors’ and officers’ questionnaires anmidten representations from the executive officend Directors that no other reports are
required to be filed. The Company believes thahhie exception of one late Form 4 filed by Judtott, all such reports were filed on a
timely basis by its Named Executive Officers andebiors in 2008.

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

mailing of this Proxy Statement, the proxy care, tlotice regarding the Internet availability of yyanaterials and any additional solicitation
materials sent by the Company to shareholders Ciimepany may reimburse brokerage firms and othexopesrrepresenting 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, personatlpy telephone.

Annual Report . A copy of this Proxy Statement, the Company’s&8@nual Report to Shareholders, its audited fingrstatements,
together with other related information, are audéaon the internet and are being mailed to shddeh®who requested printed versions.
Additionally, these materials and the Company’s déadrReport on Form 10-K for the year ended DecerBheR008, as filed with the SEC,
and all financial statements or schedules requdae filed with the SEC pursuant to Rule 13a-1 fp@ybtained from the Investor Relations
page of our web site at www.portfoliorecovery.camby contacting the Company’s investor relatiaason at the Company’s headquarters,
at 120 Corporate Blvd., Norfolk, VA 23502. A copftbe Company’s Annual Report on Form 10-K, anceotperiodic filings also may be
obtained from the SEC’s EDGAR database at www.sec.g

Electronic Delivery of 2010 Proxy Materials and Anmial Report . Instead of receiving paper copies of next yeRrtsxy Statement and
Annual Report in the mail, shareholders may eleetdcess their 2010 proxy materials online. The @ encourages all shareholders to
make the election to obtain their proxy materialbre in order to save the Company the cost of pcoty and mailing these documents,
reduce the amount of shareholder mail and helgepresnvironmental resources.

Other Matters . As of the date of this Proxy Statement, the Bales not intend to bring any other business befeénnual Meeting
except items incident to the conduct of the Anriakting. The Company has not received notice fragnsareholder of intent to present a
proposal at the Annual Meeting. The enclosed Pfeaxd will confer discretionary authority with regpéo matters which are not presently
known to the Board at the time of the printing leér@nd which may properly come before the Annuakdwy. It is the intention of the
persons named on the Proxy Card to vote such REaxg with respect to such matters in accordande théir best judgment.

By the Order of the Board of Directors.

Judith S. Scott

_J,,.,z,

Secretary
Norfolk, Virginia
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Important Notice Regarding the Availability of Prox y Materials for the Annual
Meeting of Stockholders to be held June 1, 2009.

This proxy statement and our 2008 Annual Report to Stockholders are available at
http://lwww.cstproxy.com/portfoliorecovery/2009

v FOLD AND DETACH HERE AND READ THE REVERSE SIDE ~

Please mark
your votes x
like this

The Board of Directors recommends a vote FOR the el  ection of the The Board of Directors recommends a vote FOR the ra tification of the
directors listed below. selection of the Independent Auditors below.
1. Election of Directors FOR all WITHHOLD AUTHORITY 2. Ratification of Appointment of Independent FOR AGAINST  ABSTAIN
Nominees listed to vote for the nominees Auditors
to the left listed e

NOMINEES: (01) Steve Fredrickson Independent Auditors: KPMG, LLP

(02) Penelope Kyle

The proxies named herein are authorized to vote in their discretion with
respect to other matters that may properly come before the Annual

(Instruction: To withhold authority to vote for any individual nominee, Meeting or any adjournment thereof. As of April 20, 2009 (the approximate
) ) ) , ) . date of this mailing), Portfolio Recovery Associates, Inc. does not know of
strike a line through that nominee ’s name in the list above) any such other matters to be presented at the Annual Meeting.

When this Proxy is properly executed, the shares to which it relates
will be voted in the manner directed herein.

YOUR VOTE IS IMPORTANT. THANK YOU FOR VOTING
| plan to attend the Annual Meeting in person O

COMPANY ID:
PROXY NUMBER:

ACCOUNT NUMBER:

Signature Signature Date , 2009.

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 Stockholders to be
held on June 1, 2009.




THIS ADMISSION TICKET IS REQUIRED FOR ADMITTANCE TO THE

PORTFOLIO RECOVERY ASSOCIATES, INC.

Annual Meeting of Stockholders to be held June 1, 2009
For Holders of Record as of April 3, 2009

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

v 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 June 1, 2009
For Holders of Record as of April 3, 2009

The undersigned hereby appoints James Voss and William Brophey, 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 Stockholders of PORTFOLIO RECOVERY
ASSOCIATES, INC. to be held at Noon on June 1, 2009, 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.

SEE REVERSE SIDE



