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Portfolio Recovery Associates, Inc.

Wie're ghving debt collection a good name,*

Riverside Commerce Center
130 Corporate Blvd.
Norfolk, VA 23502
Notice of Annual Meeting of Shareholders
to be held on June 4, 2010

You are cordially invited to attend the 2010 Annhtgeting of Shareholders of PORTFOLIO RECOVERY AS3ATES, INC. (the
“Company”), which will be held at the CompasyNorfolk, Virginia headquarters located at RivdesCommerce Center, 130 Corporate B
Norfolk, Virginia 23502, on June 4, 2010 at 12:000N, local time. More information about the Annlaeting is included in the Pro»
Statement. At the Annual Meeting, you will be asked

» Elect three directors to serve for three year te
e Adopt the Compar’'s 2010 Stock Plar
* Adopt the Compar’'s Annual Bonus Plar

» Ratify the selection of KPMG LLP as the Comparipdependent Registered Public Accounting Firntlerfiscal year ending
December 31, 2010, ai

» Transact such other business as may properly cefioechthe meeting or any adjournments or postpongshkereof

The enclosed Proxy Statement contains detailedrivdtion about the business to be transacted ariheal Meeting. The Board of Directors
unanimously recommends that you vote FOR the elecif each director nominee, FOR the adoption @fGbmpany’s 2010 Stock Plan,
FOR the adoption of the Company’s Annual Bonus Rlaeh FOR the ratification of KPMG LLP as the Comganndependent Registered
Public Accounting Firm for the fiscal year endingd@mber 31, 2010.

In addition to considering the matters describeavabSteve Fredrickson, the President, ChairmarCimef Executive Officer of the
Company, will provide a summary of the significalevelopments since the 2009 Annual Meeting. Tha@o#&Directors has fixed the close
of business on April 8, 2010 as the Record Dat¢hierdetermination of the shareholders who aréledtio this notice, and entitled to vote at
the Annual Meeting. Only shareholders of recorthatclose of business on April 8, 2010 will be #&di to receive notice and to vote at the
Annual Meeting. A list of such shareholders willdeilable during regular business hours at the iamy'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 contacCtbepany’s investor relations liaison at
telephone number 757-961-3510, by fax at 757-58606r via email, ahfo@portfoliorecovery.com.

By Order of the Board of Directors,

c
Judith S. Scott

Executive Vice President, General Counsel and &agre
April 23, 2010




Whether or not you plan to attend the Annual Megtpiease act promptly to vote your shares witlpees to the proposals described above
by marking, signing, dating and promptly returnithg enclosed proxy card in the postage-paid eneefpvided. Instructions on accessing
and reviewing the proxy materials on the Interrat be found on the proxy card sent to shareholdérecord and on the Notice of Internet
Availability of Proxy Materials (th“Notice”) sent to shareholders who hold their shaiia “street name” (i.e. in the name of a brokeank

or other record holder). If you attend the Annuadéting, you may vote your shares in person, ewssuithave previously submitted your
proxy in writing. If you vote in person, any preysty voted proxy will be withdraw




Portfolio Recovery Associates, Inc.

Proxy Statement
For The Annual Meeting of Shareholders
June 4, 2010
12:00 Noon
Norfolk, Virginia 23502

The Board of Directors (the “Board”) of PortfoliceBovery Associates, Inc. (the “Company”) is saligjtyour proxy to vote at its 2010
Annual Meeting of Shareholders (the “Annual Me€t)nghich is scheduled to begin at 12:00 Noon, ld@ak, on Friday, June 4, 2010, at the
Companys corporate headquarters in Norfolk, Virginia. TRi®xy Statement describes the proposals whichbaithn the ballot at the Annt
Meeting, and any adjournments or postponementsdheas well as other important information abtet Company. The proposals for which
your vote is being solicited ar

1. Election of three Directors to serve three yean
2. Adoption of the Compar's 2010 Stock Plar

3. Adoption of the Compar's Annual Bonus Plar
4

Ratification of the appointment of KPMG LlaB the Company’s Independent Registered Public udamy Firm for the year
ending December 31, 2010, &

5. Such other matters as may properly come beforédimeial Meeting

At the conclusion of the Annual Meeting, the Presidand Chief Executive Officer of the Company (lG&0”) will present a report on the
Company’s operations, and will respond to sharedradgiestions.

Included with this Proxy Statement are the Compa2@09 Annual Report to Shareholders, which indutie Company’s audited
consolidated financial statements for the fiscalryended December 31, 2009, the Notice of the Cayie2010 Annual Meeting, this Proxy
Statement and your Proxy Card. These materialalbfiest being mailed to shareholders on or abdprtil 23, 2010, and are also available
online at_http://www.cstproxy.com/portfoliorecové2910. The information contained in these documentsdsigate as of the dates specified
therein. Changes or updates in the data, informatidacts contained in such documents may ocdcer tfe mailing date.

VOTING AT THE ANNUAL MEETING

Date, Time and Place of the Annual Meeting

The Annual Meeting will begin promptly at 12:00 Nmdocal time, on June 4, 2010 in the Board of Etives’ conference room at our Norfolk
headquarters, which is located at the followingreds!:

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 8, 2010 (thecttd 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, 16,958,735 shares of common stodkeo€bmpany were outstanding and entitled to vobkéchwvere held by 32 holders of
record maintaining shares on behalf of approxinya?él000 beneficial owners. Entities holding shanedehalf of the owners of the shares,
such as banks, brokerage firms and any other n@siwlo are holders of the Compagbmmon stock as of the close of business on 8j
2010 are requested to forward these materials to




beneficial owners. The Company will pay the reabtmanailing expenses incurred for this purpose. Alngreholder who does not receive a
copy of the Notice of Annual Meeting or this Prd&tatement, either by mail or on the Internet, oowlishes to obtain additional copies, r
obtain these materials online at http://www.cstgrogm/portfoliorecovery/2010or by contacting the Company’s Secretary or Itores
Relations Liaison in advance of the Annual Meetifegemail at info@ portfoliorecovery.conby fax at 757-554-0586, or by telephone at 757-
961-3510. Materials will also be available at thendal Meeting. If you received more than one proasd, you may hold shares in more than
one account. To ensure that all of your shares@texl, you must sign and return each card. Altérelyt, if you vote online via the Internet,
you will need to vote once for each proxy card aotihg instruction card you receiv

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 Staalansfer and Trust Company has been appointedd¢dimpany’s Board of Directors to
act as the inspector of election. The inspect@l@ttion will tabulate the votes cast by proxyroperson at the Annual Meeting, and will
determine whether or not a quorum is present.dretrent that a quorum is not present, the Annuativig 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 Annuesdtivig.

Votes Required to Elect Directors and Adopt Propoda

Proposal 1.To be elected as a Director, a nominee must re¢bévaffirmative vote of a plurality of the votesst. Under the plurality voting
standard, the nominees receiving the most “forésatill be elected. In an uncontested election,ramyinee for Director who receives a
greater number of “withheld” votes than “for” votissrequired to tender his or her resignation forsideration by the Nominating and
Corporate Governance Committee of the Board ofdbams. Also, broker non-votes with respect to tleetion of one or more Directors will
not be counted as a vote cast; therefore, if ybares are held in street name it is critical that gast your vote or provide specific instructi
to your broker if you want your vote to count. Ydaroker will not be allowed to vote your uninstrettshares on the election of directors «
discretionary basis.

Proposals 2 and 3Approval of the 2010 Stock Plan and the Annual BoRlan will require the affirmative vote of a matpiof the votes ca:
for each proposal. A proxy card marked as abstginiith respect to either of these proposals andoaoker non-votes with respect to either
of these proposals will not be counted as a vatearad, therefore, will have no effect on the vote.

Proposal 4. Ratification of the appointment of KPMG LLP agtompany’s independent registered public accogiitim for the year
ending December 31, 2010 requires the affirmatite wf a majority of the votes cast. A proxy cardrked as abstaining with respect to this
proposal will not be counted as a vote cast aratethre, will have no effect on the vote.

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

Shares represented by proxy will be voted as dickeh the proxy form and, if no direction is giveril] be voted as follows:
1. FOR all the persons nominated by the Board as Diregc
2. FOR the approval of the Compa’s 2010 Stock Plar
3. FOR the approval of the Annual Bonus PI;




4. FOR the ratification of the appointment of KPMG LLPthse Compan’s independent registered public accounting firnat

5. Inthe best judgment of the persons naméidemroxies, with respect to any other mattersniey properly come before the
meeting.

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

Voting Before the Annual Meeting

=l

Voting By Mail. If you do not expect to attend the Annual Meetimgérson, and choose to vote on the proposalseoagénda by mail,
simply complete the Proxy Card, sign and datenid, i@turn it in the postageaid envelope provided. If you are a shareholdersstshares a
held in “street name” (i.e., in the name of a brokank or other record holder), you may obtaimaxp, executed in your favor, from the
record holder. You may sign the proxy card andrreiuto the Company, or you may direct the redoottler of your shares to vote your pre
in the manner you specify. Further, if your shaesheld in street name, you must communicate iystnuctions respecting the voting of
your shares to the record holder, or your brokdrbvei prohibited from voting your shares. Voting foail will not affect your right to vote i
person if you decide to attend the Annual Meethmmyever, if you wish to revoke your proxy, you mfisgt notify the Corporate Secretary of
your intent to vote in person, and must actuallfewmur shares at the Annual Meeti
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Voting and Viewing Proxy Materials via the Internet Proxy materials are available on the Internet, at
http://www.cstproxy.com/portfoliorecovery/201nh addition to the paper copies which will be ledito each shareholder of record.
Instructions on the process for accessing andwéngethe proxy materials on the Internet can bentban the proxy card sent to shareholders
of record and on the Notice of Internet Availalilidf Proxy Materials sent to shareholders who lioédr shares in street name. Votes
submitted via the Internet must be received by 4 p.®n. Eastern Time, on June 3, 2010. If you dowish to vote via the Internet, please
complete, sign and return the proxy card in theéasdiressed, postage-paid envelope provided. TéveyPotice will also include instructions
for shareholders who hold their shares in stremgtenan how to access the proxy card to vote oveinteenet. Beneficial shareholders should
ensure that instructions respecting the votindgieirtshares of common stock are communicated tapeopriate person, as without specific
instructions, brokers/nominees are prohibited frating shares for their clients. Voting over theeimet will not affect your right to vote in
person if you decide to attend the Annual Meethmmyever, if you wish to revoke your proxy, you mfistt notify the Corporate Secretary of
your intent to vote in person, and vote your shatdhe 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 praoythat it is received before the taking of theevaitthe Annual Meeting to the
Corporate Secretary at the following address:

Judith Scott
Executive Vice President, General Counsel and &agre
Portfolio Recovery Associates, Inc.
Riverside Commerce Center
120 Corporate Blvd.
Norfolk, VA 23502
jsscott@portfoliorecovery.com
Fax: 757-321-2518
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 Attend the Annual Meeting and vote in person. Yattendance at the Annual Meeting will not in aféself revoke your proxy. In
order to revoke your proxy, you must also notifg tborporate Secretary of your intent to vote irsper and then vote your shares at the
Annual Meeting. If you require assistance in chaggir revoking your proxy, please contact the Coaf@Secretary at the address above.

Effect of Not Casting Your Vote

If you hold your shares in street name it is caitihat you cast your vote if you want it to countthe past, if you held your shares in street
name and you did not indicate how you wanted ybaress voted, your bank or broker was allowed te Wobse shares as they felt
appropriate. Recent changes in regulations elirathttte ability of your bank or broker to vote yominstructed shares on the election of
directors on a discretionary basis. Thus, if yoldhmur shares in street name and you do not iasyrour bank or broker how to vote in the
election of directors, no votes will be cast ontybehalf on Proposal 1. Your bank or broker withwever, continue to have discretion to vote
any uninstructed shares on the adoption of the @owyip 2010 Stock Plan and Annual Bonus Plan (Prop@saisl 3 of this Proxy Stateme
and the ratification of the appointment of the Camys independent registered public accounting firnoBsal 4 of this Proxy Statement)
you are a shareholder of record and you do notycastvote, no votes will be cast on your behaloy of the items of business at the An
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. Shareholders who do not hold their sharglsair own name (referred to in this Proxy Statenaer‘beneficial shareholders”) should
note that only proxies deposited by shareholdessemames appear on the records of our Corporasidime registered holders of shares of
common stock can be recognized and acted upom @rthual Meeting. If your shares are listed in acoaint statement provided to you by a
broker, then in almost all cases those shareqwaiibe registered in your name on the Company'srdsc Such shares will more likely be
registered under the name of your broker or antagfethat broker. If you are a shareholder whoseehare held in street name, you must
obtain a proxy from your broker, banker, truste@aminee, giving you the right to vote your shatthe Annual Meeting.

Security Ownership of Certain Beneficial Owners

The following table sets forth the persons or @&giknown by the Company to be the beneficial oweémore than five percent (5%) of the
common stock of the Company as of April 8, 201&eabon available information.

Names and Address of Beneficial Owner Shares Beneficially Ownec?) (#) Shares Beneficially Ownec) (%)
Capital Research Global Investéts

333 South Hope Street

Los Angeles, CA 9007 1,733,00! 10.2%

BlackRock, Inc®)
40 East 52dStreet
New York, NY 10022 1,162,49 6.S%

Waddell & Reed Financial, In¢)
6300 Lamar Avenue
Overland Park, KS 662C 1,134,21i 6.7%

Riverbridge Partners LL®)
801 Nicollet Mall, Suite 600
Minneapolis, MN 5540:. 910,14 5.4%




(1) Beneficial ownership is determined in accordanith the rules of the Securities and Exchange Casimin (“SEC”) and includes
voting and investment power with respect to sh

@ Ownership percentage is based on 16,958,735 sbictesnmon shares outstanding as of the Record |

(®  Based on information filed in a Schedule 13@/ith the SEC on February 9, 2010 (dated as of Déeer®1, 2009) in which Capital
Research Global Investors, a division of Capitadd@ech and Management Company (CRMC), is repogéldeabeneficial owner of
1,733,000 shares of the Comp’s common stock with sole power to dispose or tedalithe disposition of 1,733,000 shau

@ Based on information filed in a Schedule 13@wie SEC on January 29, 2010 (dated as of DeaeBdh@009) in which BlackRock,
Inc. is reported as the beneficial owner of 1,182 ghares of the Company’s common stock with soleep to dispose or to direct the
disposition of 1,162,497 shar

®)  Based on information filed in a Schedule 13@wle SEC on February 12, 2010 (dated as of DeeeBth 2009) in which Waddell &
Reed Investment Management Company is reportdueasaneficial owner of 701,600 shares of the Compgarommon stock with so
power to dispose or to direct the disposition ddBB00 shares and lvy Investment Management Comigaeported as the beneficial
owner of 432,616 shares of the Comf’s common stock with sole power to dispose or teafithe disposition of 432,616 shat

®  Based on information filed in a Schedule 13@wle SEC on February 3, 2010 (dated as of DeceB1he2009) in which Riverbridge
Partners LLC is reported as the beneficial owned1df,144 shares of the Company’s common stock suikh power to dispose or direct
the disposition of 910,144 shar

Security Ownership of Management and Directors

The following table contains information about gteres of the Company’s stock beneficially ownedheyexecutive officers named therein,
including the Company’s CEO, Chief Financial andvwlistrative Officer (“CFO”), each of the Companyien-employee Directors, and alll
Directors and executive officers as a group, a&pofl 8, 2010. Except as indicated by footnote anbject to community property laws where
applicable, to the knowledge of the Company, threqres named in the table below have sole votingrarestment power with respect to all
shares of common stock shown as beneficially ovinyetthem. In computing the number of shares berafyjcowned by a person or entity &
the percentage ownership of that person or emdityutstanding stock options currently exercisadlexercisable within 60 days of April 8,
2010 and all nonvested shares vesting within 6@ d&ypril 8, 2010, are deemed outstanding.

Security Ownership of Management and Directors

Amount and Nature of Beneficial Ownership
Shares Vesting

Shares (Options Within 60 Days of Total Shares Percentage o
Shares Owne Vested Shares Not Veste 4/8/2010 Beneficially Ownec Shares Owne
#) #) #) (#) (#) (%)

Management
Steve Fredrickson, CE 209,96¢ 0 67,89( 1,00(¢ 210,96 1.2%
Kevin Stevenson, CF 110,03 0 35,00 1,00( 111,03 0.7%
Craig Grube, EVF 36,021 0 24,57¢ 1,00( 37,021 0.2%
Judith Scott, EVF 14,16: 0 9,40( 30C 14,46. 0.1%
Michael Petit, SVF 5,241 0 36,33¢ 1,00( 6,241 0.C%
Kent McCammon, SVI 4,707 0 28,20¢ 0 4,707 0.C%
Non- Employee Directors
William Brophey 5,30( 0 1,732 1,73 7,032 0.C%
Penelope Kyl¢ 3,60( 0 2,00: 60z 4,202 0.C%
David Roberts 98,63: 5,00(C 1,764 564 104,19¢ 0.€%
Scott Tabakir 4,00(¢ 0 2,83: 83:< 4,83: 0.C%
James Vos 5,80( 2,00( 1,732 532 8,332 0.C%
John Fair 0 0 2,00(¢ 0 0 0.C%
John Fullel 0 0 2,00( 0 0 0.C%
All Executives & Directors 497,46! 7,00( 215,48 8,56¢ 513,02¢ 3.C%

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires the Gomis executive officers and Directors and persens beneficially own more than five
percent (5%) of the Company’s common stock toifiléal reports of ownership and changes in ownigrsifi such common stock with the
SEC and NASDAQ. As a practical matter, the Compspically assists its Directors and executive a@fwith these transactions by
completing and




filing Section 16 reports on their behalf. The Camyp also reviews directors’ and officetgiestionnaires and written representations fron
executive officers and Directors. Based on a rewiéthe Section 16(a) reports filed by the Companyehalf of its Directors and executive
officers or furnished to the Company by 5% benafioivners and a review of written representatioosmfcertain reporting persons, the
Company believes that all such filing requirememse complied with on a timely basis during 2008hvhe exception of one Form 4 which
was not timely filed for Judith Scott and for edainector with respect to their June 1, 2009 grdrehmres of the Company’s stock.

Corporate Governance

The Company’s corporate governance principles heatirrent charters of each of the committeesefbmpany’s Board of Directors (the
“Board”) are posted on the Investor Relations paighe Company’s website at www.portfoliorecoveont. Please note that the web site
does not constitute a part of this Proxy StatenBmtse materials are also available in print togimareholder upon request. The Board
regularly reviews committee charters and major e@fe governance developments and modifies itsrganee principles, committee
charters and key practices as warranted. Additipnle Board annually conducts assessments of @gith committees and of itself. This
process enhances director, committee and Boardtiefaess. At the conclusion of the annual assessykhe Board uses the information
obtained to evaluate and refine its processes amanittee charters, as necessary.

Code of Business Conduct and EthicsThe Company has adopted a Code of Business CbadddEthics which applies to all executive
officers, employees and Directors, including theQCéhd CFO. The Code of Business Conduct and Edltideesses, among other items,
conflicts of interest, confidentiality, fair deadjnprotection and use of corporate assets, congdiaiith laws and the reporting of illegal or
unethical behavior. A copy of the Code of Busin@ssduct and Ethics, and the Compangorporate governance principles, are posteda
Investor Relations page of the Company’s web sitevav.portfoliorecovery.com Please note that the web site does not consttptat of

the Proxy Statement. Shareholders may also obtadpy of the Code of Business Conduct and Ethicsdogling a written request to the
Corporate Secretary. The Company will discloseméndments to the Code of Business Conduct andsits well as any waivers thereof,
on its website to the extent permissible by theswand regulations of the SEC and NASDAQ. Therewerwaivers of the Code of Business
Ethics granted in 2009.

The Company also has established and publishedfalential telephone hot line for the reportingsopected policy violations, fraud,
embezzlement, and other criminal and/or unethictities concerning the Company’s accounting peast, auditing and reporting of
financial results. This number is operational 2diflsa day, seven days a week. Any employee wha lsascern about the Company’s, or of
any Director’s or employee’s ethical conduct, oany accounting, internal controls or auditing miEtmay anonymously communicate those
concerns directly to the Chairman of the Audit Cattem via the telephone hot line. All such commatimns are entirely confidential, and
may be reported to an independently maintainedn@d phone number which is posted in prominentgdaat all Company work sites, and
also on the Company’s intranet. All such commuiicet are promptly reviewed by the Chairman of thelifCommittee and addressed by
the Company’s General Counsel or other corporagewgives, as appropriate. Moreover, each quarge€thmpany’s Office of General
Counsel asks its Directors, as well as more thifandf the Company’s senior employees, from allexdp of its businesses, to certify that they
are not aware of any fraudulent, unethical or dlegctivities committed by or on behalf of the Camp. Additionally, on an annual basis,
each Director and each executive officer is obéigab complete a Directors’ and Officers’ Questiaing which requires disclosure of any
transactions with the Company in which the Directioexecutive officer, or any member of his or ilemediate family, may have a direct or
indirect material interest.

Risk Oversight. The Board recognizes that the Company’s busineks are not static, and that it is not possibleitigate all risks and
uncertainties all of the time. However, a compreienknowledge of the Company’s elements of risbved the Board to achieve proper
oversight and perspective in the understandingnaasagement of the material risks facing the Comp@hg Board takes a regular,
systematic and proactive approach to risk managethahincludes ongoing evaluations and assessments
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of both the internal and external business riskkragular reports from management. At least qugrttire entire Board completes a risk
assessment to identify and evaluate risks. AlsoBthard operates within a climate of openness aithibited dialog with management. In
this connection, management attends the regulatimyseof the Board and routinely reports on thetities. These reports include risk
considerations and discussions concerning actiodgeoposals to mitigate the risks identified,rifyaThe Audit Committee receives reports
at each of its regularly scheduled meetings fromm@bmpany’s CFO and the Company’s external auditorfinancial risks and compliance
with reporting requirements, including internal toifs. The Audit Committee also receives reportsaath quarterly meeting from the
Company’s Internal Auditor. As described in the Q@msation Committee report, the Compensation Comenénsures that the Company’s
compensation programs and incentives do not ledédd@sions that encourage or promote excessivealshg. The Board’s ultimate goal is
to ensure that the Company continues as a suctéssiness, and analyzes risks so as to approlgrigipgimize financial returns and increase
shareholder value.

Board of Directors

The Board is the ultimate decision-making bodyhef Company, except with respect to those matteesved to the shareholders. The Board
advises senior management and monitors their peéioce. The Board held four regular meetings ant sigecial meetings in 2009. The
Board has informal discussions by telephone otr@eically, as well as special meetings duringytbar, as needed. Non-employee Directors
meet at least quarterly in executive session withmanagement present, and hold at least one mesdtgyear for the purpose of reviewing
and assessing the Board's effectiveness and thetiwness of each committee. In 2009 the non-eyapl®irectors held five executive
sessions. There is no formal policy regarding Doex attendance at Board meetings or at annuatingse however, all Directors are
expected to attend Board meetings, either in pepsdelephonically. It is the Board’s practice thsdule its meetings and the Company’s
Annual Meeting of Shareholders at times and dat@shwwill permit maximum attendance by Directoeking into account the Directors’
schedules and the timing requirements of applickvis. Five Directors attended the Company’s 2088ual Meeting in person. All
Directors attended 100% of the regular meetingb®@Board in 2009, and not less than 75% of alltmge of the Board. Each of the
Directors serving on the Audit Committee, the Congagion Committee and the Nominating and Corpdgateernance Committee attended
at least 75% of the meetings of each committeestoch they serve.

The Board currently consists of eight Directorsieseof whom are non-employee Directors. Two membétle Board, Mr. Fuller and

Mr. Fain, were appointed in March 2010. The Boardivided into three classes. The terms of eads@apire at successive annual meeti
Shareholders elect Directors from one class at aanbal meeting to serve three year terms. Théi@heof Mr. Roberts, Mr. Fain and Mr.
Fuller, all of whom are in the Second Class of Etioes, will take place at the 2010 Annual Meetilly. Brophey, who is also in the Second
Class of Directors, will not seek reelection at #rsual Meeting. The following table sets forthanhation concerning the Company’s
Directors as of March 1, 2010:

Director Age Title Appointed Class

Steve Fredrickson 50 President, CEO and Chairman of March 199614 1st
the Boarc

William Brophey 72 Director November 200:2 2nd
Penelope Kyle 62 Director October 20044 1st
David Roberts 48 Lead Directol March 199€1)(2) 2nd
Scott Tabakir 51 Director October 20043) 3rd
James Vos 67 Director November 200:3) 3rd
John Fullel 66 Director March 201C®) 2nd
John Fair 61 Director March 201C®) 2nd

@ In March 1996, Mr. Fredrickson and Mr. Robertseveamed as managers of Portfolio Recovery Asss;iatL.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. Brophey and Mr. Roberts will exgpat the 2010 Annual Meeting. Mr. Brophey is natksieg reelection
®  The terms of Mr. Voss and Mr. Tabakin will expitetlze 2011 Annual Meeting
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@ The terms of Mr. Fredrickson and Ms. Kyle will esgpiat the 2012 Annual Meetin

®)  Mr. Fuller and Mr. Fain were appointed as diresiof the Company on March 1, 2010, and are omdtiet for election by the
shareholders at the Annual Meetil

Summary: Board of Directors Information 2009
Size of Boarc 6

Average Age of Director 58
Number of Independent Directc 5

Lead Independent Direct: Yes
Independent Audit Committe Yes
Independent Compensation Commit Yes
Independent Corporate Governance Comm Yes
Number of Board Meetings He 12
Corporate Governance Guidelines Approved by thedB Yes
Outside Directors Hold Meetings Without Managentergsen Yes
Annual Board Se-Evaluation Yes
Annual Review of Independence of Bo: Yes
Annual Committee Self Evaluatio Yes
Charters for Audit, Compensation and Corporate @wveace Committee Yes
Annual Equity Grants to N-Employee Director Yes
Corporate Compliance Progre Yes
Code of Ethict Yes

Combination of Chairman and Chief Executive OfficerPositions

The positions of Chairman of the Board and CECcarabined; however, the Board has designated a mptegee independent Director to
serve as its Lead Director. The Lead Director cmarigés the activities of the other non-employee€iors, consults with the CEO regarding
agendas, schedules and information needs for Boatd@ommittee meetings, and facilitates informatiow and communication by acting as
a liaison between the non-employee Directors antagement. The Board believes this arrangementgesithe most efficient and effective
leadership model for the Company. Further, comlinie Chairman and CEO roles is appropriate bedheasstructure fosters a closer
alignment between the Board and management. Dileteize of the Company, in most cases one petiseRresident and CEO, should
speak for and lead both the Company and the Ba&elBoard regularly reviews and considers whethisrin the best interests of
shareholders to separate or combine the roles aifi@hn of the Board and Chief Executive Officer.

Communication with Directors

Shareholders may communicate with members of treedlby transmitting their correspondence by mafhaesimile addressed to one or 1r
Directors. All such communications should be serthe attention of the Corporate Secretary, aCimpanys headquarters address spec
herein, or to fax number 757-321-2518. Communicatimom shareholders to one or more directorsheiltollected and organized by the
Corporate Secretary and forwarded to the ChairnfidimeoBoard, or if addressed to an identified Irefegent Director, to that Director, as s
as practicable. Communications that are abusivieaihtaste or that present safety or security cosamay be handled differently. If multiple
communications are received on a similar topic,Gbeporate Secretary may forward only represergatorrespondence. The Corporate
Secretary will determine whether any communicatiddressed to the entire Board as a whole
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should be properly addressed by the entire Boairdly @ committee of the Board. If a response toctiramunication is warranted, the content
and method of the response will be coordinated thighCompany’s General Counsel. The Company’s denfial hot line may be used by
any shareholder who prefers to raise a conceimet®@bard in a confidential or anonymous mannedibiing 1-800-290-1650. All telephone
calls to the Company’s confidential hot line arfereed to the Chairman of the Audit Committee, vémsures that such matters are
appropriately investigated. The Company’s InveRelations Liaison will address communications fribr@ investment community regarding
the Company’s financial and business matters, adhdefer appropriate matters to the Company’s CitGts CFO.

Director Independence

The Board consists of a majority of independeneftiors who do not have any direct or indirect makeelationship with the Company. The
Board has established guidelines which confornm¢oindependence requirements of the NASDAQ GlobatkSMarket's (“NASDAQ’s”)
listing standards, to assist it in determining clioe independence. In March 2010, the Directorsiged updated responses to Directors’ and
Officers’ questionnaires in accordance with curignoixy disclosure requirements. These included tgadmformation concerning their
qualifications and experience, as well as any ausfbf interest, job changes, and any materialsimations, relationships, and other
arrangements between the Company and the Diremtamsmediate family members of the Directors. Adatior's immediate family members
include the Director’s spouse, parents, childréings, in-laws, and anyone (other than domegtipleyees) who shares the Directohiome
Based on the responses received and other avaifdibienation, it was determined that all of the remployee Directors of the Company and
their employers lack material relationships wite ompany, and are independent Directors. The Buasdlso concluded that each of the
members of the Audit Committee, the Compensatiomi@ittee, and the Nominating and Corporate Govem&@ammittee meet the
NASDAQ independence tests. This determination wadabased upon a number of facts, including, buliméed to, the following

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

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

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

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

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

Review and Approval of Related Party Transactions

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

Procedure for the Approval of Related Party Transations

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

2. The Company’s General Counsel will prepangitien analysis and recommendation to the Nonmgadnd Corporate Governance
Committee, based on: (a) the nature of the proptraedaction; (b) the related person’s intereshéntransaction; (c) the dollar value
of the transaction; (d) the importance of the taation to the business of the Company; (e) the mahterms of the transaction and
(f) the overall fairness of the transaction to @@mpany.

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

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

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

There were no related person transactions witiCdrapany in 2009.

Director Orientation, Education and Preparation

A comprehensive orientation program is in placeniw Directors. It includes one-on-one meeting$ wénior management and extensive
written materials concerning each of the Compaulfferent business units. Senior management nggetiith Directors involve business L
overviews, strategic plans and significant finah@acounting and risk management issues. Direetissare provided opportunities to visit
the Company’s business units across the countgrder to gain additional knowledge about theirratiens. Further, all Directors receive
ongoing continuing education through director ediocasessions held on a regular Board meetingatdtsast once per year. The Company
also affords Directors the opportunity and fundattend external director education programs, aadigees materials for their use between
meetings.

Management ensures that the Board is fully inforwietthe Company’s business by providing them regwigten financial reports, reports of
operations and other relevant reports at Boardingeeat least monthly, between meetings and at dtieermeetings. Board materials related
to agenda items are provided sufficiently in adeaotBoard meetings to allow the Directors to prefdar discussion of agenda items. All
Board members also may receive comprehensive mypiitlaincial reports from the CFO. Members of sem@nagement attend regular
Board meetings, or portions thereof, for the puepaisparticipating in discussions and providing e@@ment reports on business unit
operations. Directors also have access to memibenamagement and employees of the Company betweetings and, as necessary and
appropriate, may consult with and engage, at thefamy’s expense, independent legal, compensati@andial and accounting advisors to
assist them in their duties to the Company andltaeeholders.

Committees of the Board

All non-employee Directors serve on more than armanittee so that there is continuity across all eottees. (Except for Mr. Fain and
Mr. Fuller, who, due to their recent appointmentshie Board, have not
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yet been assigned to a committee.) The Committededoard regularly report on their activitiesdaesults of meetings to the full Boa
Only independent non-employee Directors may serviéhe committees. The table below shows the cumamhbership for each of the
standing committees of the Board as of April 8,201

Nominating and Corporate Compensation
Audit Committee Governance Committee Committee
James Vos* William Brophey* David Robert¢
William Brophey Scott Tabakir Penelope Kyle
Scott Tabakir Penelope Kyle Scott Tabakir
James Vos William Brophey
David Roberts James Vos

Number of Committee Meetings in 2009

12 3 5

*

Committee Chai

Director Compensation

The Board sets the compensation for non-employeectairs so as to fairly compensate them for thekwequired of them, based on the
Company’s size and scope. The Board also makesihaquity awards to Directors in order to alignte&arector’s interests with the long-
term interests of the Company’s shareholders. 0928t the request of the Compensation CommitteeCommittee’s compensation
consultant, Frederic WCook & Co., Inc. (“FW Cook”), evaluated the design and coritpeiness of the Company’s Director compensation
program and made recommendations for the Commnst®isideration. The purpose of the evaluationtwaletermine whether the
Company’s Director compensation program promotédeépendence and objectivity among Directors, waficgrit to attract qualified
candidates to enable the Board to fill any Direetacancies and was competitive in comparison tadnepanies listed in the Compensation
Peer Group (defined on page 23 below). The FW Gualluation included a competitive analysis of tleenpany’s total Director
compensation package, compared against those obthpanies in the Compensation Peer Group. The Goyppannual Director retainers
were determined to be at approximately thé"pgrcentile of the directors in the Compensatiorr Bgeup, and the Audit Committee chair
and Lead Director retainers were determined togdevibthe Compensation Peer Group’siBiercentile. The equity compensation awarded
the Company'’s Directors was determined to be beatwlee 25" percentile and median of the Compensation PeerGand total Director
compensation was determined to be below th&é @&rcentile on both an individual and aggregateshdsie Committee determined, based on
the FW Cook analysis, that a modification to theeBior compensation program was appropriate, aibirth 2009, revised the Director
compensation structure, effective June 1, 2009.appeoved Director compensation program provides @an-employee Director an annual
retainer for their service as a Director, and add#l annual retainers for committee service amafairing a committee. These adjustments
increased total non-employee Director compensati@®d09 by approximately 35% above 2008 levels.

Pursuant to the revised Board compensation strictiem-employee Directors receive an annual ratafn®30,000. The Lead Director and
the Chair of the Audit Committee receive additioaahual retainers of $15,000 and $25,000, respgtiand the Chairs of the Compensa
Committee and the Nominating and Corporate Govem&ommittee receive additional retainers of $10&0d $2,500 respectively. Each
Director receives additional compensation for tiseitvice on standing committees equal to 50% ottmemittee chair’s retainer, as well as
reimbursement for travel expenses in connectioh afitendance at Board meetings. The Company ajsglareasonable expenses for any
Director who wishes to attend director continuimlyeation programs, and maintains policies of dettand officers’ liability insurance
covering all Directors.

Prior to 2004 non-employee Directors received dalrgrant of 5,000 stock options upon their appient to the Board, and additional
grants of 5,000 stock options, to which they becantéled annually on the anniversary date of thtial appointment. All stock options so
granted vested in five equal installments and @kpire seven years after the initial grant datee@ors are no longer being granted stock
options.
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Instead, beginning in 2004, newly appointed Directeceive 2,000 nonvested shares of the Compatgtk upon their initial appointment

the Board. These shares vest at the rate of 20%eaerfor five years. Directors are also award®@Q nonvested shares annually, on the date
of the annual meeting of shareholders. The anniwatr stock awards become fully vested one yé&ar the grant date. This vesting
schedule, combined with the targeted Director stagkership policy described below, advances tlgmaient of Directors’ economic

interests with those of shareholders.

Recognizing that each Director should have a sobatgpersonal investment in the Company, the Béwasladopted a target stock ownership
policy which applies to each Director, requiringersonal holding by each Director of a number afreb valued at not less than two times
Director’s annual Board retainer, exclusive of Caittee retainers, if any. Directors are expecteddguire and maintain this share ownership
threshold within two years after joining the Boadrd 2009 the Company offered no compensation tDitsctors other than their annual
retainers and stock awards. The Company offereti@ment benefits or other perquisites to Dirextd@ihe table below summarizes the
compensation paid by the Company to non-employeechirs for the year ended December 31, 2009. Tmep@ny’s CEO received no
additional compensation for his service as a Dineahd Chairman of the Board of Directors.

Non-Employee Director Annual Compensation Structure

BOARD SERVICE

Annual Retainer (Cash Portion) $30,00(
Annual Retainer (Stock Portion) 1,000 Nonvested Shes (1) $44,85(@
TOTAL (excluding Committee Retainers, and Lead Diretor Retainer) $74,85(

COMMITTEE AND LEAD DIRECTOR SERVICE
Annual Committee Chair Retainers:

Audit Committee Chair $25,00(

Compensation Committee Chair $10,00(

Nominating and Corporate Governance Committee Chail $ 5,000
Annual Committee Retainers:

Audit Committee $12,50(

Compensation Committee $ 5,000

Nominating and Corporate Governance Committee $2,500
Lead Director Retainer $15,00(

@O The Company awards Directors 1,000 nonvested sharasally, on the date of the annual shareholdeeginyg.
(@ Based on the NASDAQ's closing price of the Compsicommon stock on December 31, 2009, as reptgettie NASDAQ Globall
Stock Market

2009 DIRECTOR COMPENSATION

Fees Earne
or Option Award:
Paid in Cas Stock Awards(®) @ Total Compensatic
Director ($) ($) (%) (%)

William Brophey $41,25C $19,934 $0 $61,184
Penelope Kyle $33,75C $22,594 $0 $56,344
David Roberts $46,25C $21,133 $0 $67,383
Scott Tabakir $40,00C $31,213 $0 $71,213
James Vos $48,75C $19,934 $0 $68,684

1)  The amounts reported in the Stock Awards coluepnesent the aggregate grant date fair valuleeostock awards calculated by
multiplying the number of nonvested shares grahtethe closing stock price of the Company’s comratmtk on the grant date. The
actual amount of compensation that will be realiagé Director at the time an award vests will debapon the market price of the
Compan’s common stock at the vesting ds

(@ No stock options were granted in 20

The aggregate number of outstanding stock optiefts by each of the Company’s non-employee Direatsref April 8, 2010 is provided in
the table below:

12




Outstanding
Directors Options (#)*

William Brophey 0
John Fair 0
John Fullei 0
Penelope Kyl¢ 0
David Roberts 5
Scott Tabakir 0
James Vos 2,000

*

The Company discontinued its practice of gransitugk options to Directors in 2004. Directors apped to the Board after 2004 have
received no stock option

Qualifications and Skills of Directors

Certain minimum qualifications must be met by a irera for a position on the Board. Specifically, moees should possess the highest level
of professional and personal ethics, integrity aaldies, be free of any material conflicts of ingneith respect to Board service, have
competence at the policy-making level and haveatiity to exercise sound judgment. Nominees mlsst be independent, as defined in
NASDAQ Rule 5605(a)(2), be able to understand atate to the culture of the Company, have sufficiene to properly discharge the dut
associated with serving as a Director, and havicsrit experience and knowledge to enhance or taigithe diversity of the Board.

Directors must possess the ability to apply goagirmss judgment and must be in a position to ptpgsercise his or her duties of loyalty
and care. Directors should also exhibit provendestiip capabilities, integrity and experience waithigh level of responsibility and
accomplishment within their chosen fields, and ninzste the ability to quickly understand complexpiples of business and finance in the
context of a publicly traded company. Overall countily and chemistry of the Board are also consiitara.

Director Diversity

The Board strives to have a meaningful cross-sedidusiness and industry experience representadgooup of diverse individuals who
add quality to the Company’s corporate governarem@méwork. The Board does not have a formal divepsiticy. However, the Board,
through the Nominating and Corporate Governance r@ittiee, reviews, at least annually, the size, stinecand membership of the Board of
Directors and its committees to assure that thpearekills and experience are represented on tlhedBand its committees. In conducting its
review, the Committee considers the contributioinsxisting directors and the overall needs of tleenBany. The review assesses committee
balance, the overall composition of the Board awhiifies the contribution each Director makeshdiversity of backgrounds, experience
and competencies represented on the Board andnitsiittees. Also considered are existing and paiegéps in skills sets. Among other
criteria, the experience and skill sets deemedssery for the Board of Directors as a whole inctufiieancial expertise, an understanding of
the industries in which the Company operates apérance as a director or officer of other pubtienpanies.

Information Regarding Nominees for Election to Three-year Terms Expiring in 2013

The following persons have been nominated by ther®of Directors on the recommendation of the Natiirg and Corporate Governance
and Nominating Committee, for election to threeryieams expiring at the 2013 Annual Meeting. In ingkthese nominations, the Board
reviewed the backgrounds of the nominees (summafieach nominee’s biography are provided belomgirtindependence, character,
judgment and business experience, and determinaaitinate each of them. The important professiohafacteristics that each particL
person brings to the Board, and the attributessiiils that led to the conclusion that they shaddve as a Director of the Company are listed
below. The Board believes that each Director amth @minee for election has valuable individuallskind experiences that, taken together,
provide the Company with the requisite mix of skdind depth of knowledge, judgment and vision resrggo provide effective oversight of
the Company'’s varied businesses, and will enalddtiard and each committee to continue to provided judgment and leadership and
function effectively as a group. As indicated ie following biographies, the nominees have extensikperience in a variety of fields,
including
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oversight of public companies and experience irfittancial services industry and related industrigsch newly appointed Director has
completed a comprehensive director orientation anog

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

Experience and Qualifications of the Nominees

David N. Roberts. Mr. Roberts has been a Director since the Conipdagmation in 1996. Mr. Roberts is a Senior MainggDirector of
Angelo, Gordon & Co., a leading alternative investinmoney management firm. He joined Angelo, Gor&fld@o. in 1993 and is a member
of the firm’s executive committee. Mr. Roberts mgesithe firm'’s private equity and special situagianea and was the founder of the firm’s
opportunistic real estate area. Mr. Roberts hassied in a wide variety of companies and spediaasons, including companies in the
business services, healthcare services and filesmrigces industries. Previously, he was a prisct Gordon Investment Corporation, a
Canadian merchant bank, where he participatediiida variety of principal transactions. Prior tatthe worked in the Corporate Finance
Department at L. F. Rothschild where he specialimadergers and acquisitions. Mr. Roberts holds 8.Blegree from The Wharton School
of the University of Pennsylvania. Mr. Roberts imamber of the Nominating and Corporate Govern&weamittee, the chair of the
Compensation Committee, and also serves as the&lBdagad Director. The Board determined that Mrb&uws should be nominated for
election as a Director because of his extensiveviedge of the Company, his financial expertise, hisccareer experience in business
development, operations and strategic planning.

John H. Fain. Mr. Fain was appointed as a Director on March 1,G2@ubject to election by the stockholders a®E0 Annual Meeting.

Mr. Fain has more than 25 years of business managesperience, including service as the foundesiBlent and Chief Executive Officer
of Metro Information Services, an information teology consulting services firm which went publiclif97, and merged with Keane, Inc. in
2001. He served as a member of the Board of DirectbKeane, Inc. until September 2006. Prior tdamding Metro Information Services,
Mr. Fain developed and ran his own independent plateessing consulting practice, servicing clienthultiple states. Mr. Fain is currently
retired, and serves on the Investment CommitteeeoHampton Roads Community Foundation. Mr. Faid$a B.S. Degree in Computer
Science from the University of South Carolina. Buard determined that Mr. Fain should be nominéde&lection as a Director because of
his insight with respect to the use of informatieohnology strategies in large multi-state compmmiés operational and financial expertise
and his experience as a Chief Executive Officer@inelctor of a sizeable business.

John E. Fuller . Mr. Fuller was appointed as a Director on MarcBa10, subject to election by the stockholders @210 Annual Meeting.
Mr. Fuller has more than 20 years of executive agpee, including service as the co-founder andcefkecutive Officer of Automotive
Finance Company (“AFC"), an independent automdftdler plan financing company. Following the saleAdfC to Auto Dealers Exchange
Services of America in 1994, Fuller stayed on aefJaxecutive Officer for another 12 years, aftdrieh he left to start Dealer Services
Corporation (“DSC”). DSC also provides financingatato dealers throughout the country. Fuller aate@hairman, President and Chief
Executive Officer of DSC until January, 2010, amdrently serves as Chairman of its Board of Direitdhe Board determined that

Mr. Fuller should be nominated for election as eeBlior because of his business development experimd expertise, his experience as a
Chief Executive Officer, Chairman and Director ofigpanies in the financial services industry andstgsificant corporate leadership and
knowledge of the auto financing business.
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Experience of Directors Continuing in Office — Terns 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 executidesaluring 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 aaAand Bachelor's Degree from Northwestern Univgrdiir. Voss chairs the Audit
Committee and is a member of the Compensation Cteerand the Nominating and Corporate Governancendtiee.

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 maged health-care company. From November 2003 ui$il2006, Mr. Tabakin was an
independent financial consultant. Mr. Tabakin haserthan 20 years of executive experience, havengesl as Executive Vice President and
Chief Financial Officer of AMERIGROUP Corporatioamanaged health-care company, from May 2001 Gatibber 2003. Prior to

May 2001, Mr. Tabakin was Executive Vice Presidiamd CFO of Beverly Enterprises, Inc., at that tithe,nation’s largest provider of long-
term health care. Earlier in his career, Mr. Tabakas an executive with the accounting firm of E&% oung. He received a Bachelor’s
Degree in Accounting from the University of IllireiMr. Tabakin is a member of the Audit Committise, Nominating and Corporate
Governance Committee and the Compensation Committee

Experience of Directors Continuing in Office — Terns Expiring in 2012

Steven D. Fredricksol. Prior to co-founding the Company in 1996, Mr.dfiekson was Vice President of Household Recovery

Services’ ("HRSC") Portfolio Services Group fromdal 993 until February 1996. At HRSC Mr. Fredriakseas ultimately responsible for
HRSC's portfolio sale and purchase programs, fieaara accounting, and other functional areas. Ryifmining HRSC, Mr. Fredrickson
spent five years with Household Commercial Findri8evices where he managed a national commemahksstate workout team. He also
was employed for five years as a member of the RBd@kout department of Continental Bank of Chicagmecializing 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 éaton.

Penelope W. Kyli. 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 in dageer, Kyle worked as an attorney in a promifohmond, Virginia law firm. She we
later employed at CSX Corporation, where, durid@ayear career she became the company’s first feoffiter and a vice president in the
finance department. Ms. Kyle also has prior serag@ director and chairman of the audit commitfese publicly traded company. She
currently serves on the Board of Directors of therdation for Educational Exchange, a joint bi-oradil organization which administers the
Canada-U.S. Fulbright program. Ms. Kyle receivedMeB.A. degree from the College of William and Maand her law degree from the
University of Virginia. Ms. Kyle serves on the Coemsation Committee and the Nominating and CorpdBateernance Committee.
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Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committde three meetings in 2009. Each member of the Natinig and Corporate
Governance Committee is “independent,” as such igihefined by NASDAQ Rule 5605(a)(2). The Nomingtand Corporate Governance
Committee annually reviews the composition of alinenittees, makes recommendations concerning Boarandics and oversees Director
development and the annual self evaluations oBtierd and its committees. In addition, the Nomimgitind Corporate Governance
Committee reviews the Company’s corporate govemanactices and related public issues importatitadCompany, and makes
recommendations to the Board on such issues.

The Nominating and Corporate Governance Commigteesponsible for the review and recommendatiamafinees for election to the
Board. In addition to considering the qualificasarf 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 caidglin the same manner, regardless of the sofithe ;ecommendation, and
determines whether a candidate meets the Compgegeral Board membership qualifications, possebiseskills required of a Director and
will contribute to the diversity of talent represeth on the Board. The Committee arranges and cémgeacsonal interviews of candidates, as
appropriate.

The Nominating and Corporate Governance Commitksedetermined that each of the Company’s Diregdossesses satisfactory prior
experience as a director or an officer of a puplield company, and that at least two of the Comisabirectors possess the competence and
expertise necessary to qualify as an “audit conemitinancial expert” as defined in Item 407(d)(®)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 2009 annual meeting, thegamy did not receive any recommendations of piatietitector candidates from
shareholders.

The Nominating and Corporate Governance Committeemmended to the Board the candidates for rei@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 Corpofatvernance 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 Nominating &orporate Governance Committee are specifitd 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 toyashareholder who sends a request therefor to ¢inpdCate Secretary at the Company’s
mailing address.

Audit Committee

The Audit Committee held twelve meetings during2@@d also met informally between meetings. Auditnthittee meetings are typically
held in conjunction with scheduled Board meetirigsyever, the Audit Committee also holds meetinge/éen Board meetings as needed.
The Audit Committee holds an executive session tithKPMG LLP audit team following each regular Au@ommittee meeting. Each
member of the Audit Committee is “independeiats’that term is defined by the applicable standarosmulgated by NASDAQ, and meets
heightened criteria for independence applicablaémbers’ audit committees under Rule 5605(a)(2)Ruld 5605(c)(2) of the NASDAQ
listing rules. The Board has determined that eaembrer of the Audit Committee is financially litezatind that Mr. Voss and Mr. Tabakin
both qualified as “audit committee financial exgégursuant to Section 401(h) of Regulation S-Ke Budit Committee is primarily
concerned with the integrity of the Company’s cdigsded financial statements, the effectivenesthefCompany’s internal control over
financial reporting, the Company’s compliance wégal and

16




regulatory requirements, the independence, quatifinos and performance of the independent audiémd the objectivity and performance of
the Company’s internal audit function. The Auditr@uittee is not responsible for the planning or eaniaf the audits, or the determination
that the Company’s consolidated financial statesiare complete and accurate and in accordancdJwith generally accepted accounting
principles.

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

General Counsel with respect to significant litigatand from the Company’s Internal Auditor regagdSarbanes-Oxley 404 compliance
matters. Each member of the Audit Committee comaplatquarterly risk assessment questionnaire.

The Audit Committee reviewed its charter in Febyu2010. As described in its charter, the Audit Cdtter’s primary duties and
responsibilities are to:

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

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

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

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

» Perform such other duties as set forth in its ene

The Audit Committee’s current charter is availattiédhe 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 intexoratrol reporting provisions of the
Sarbanes-Oxley Act of 2002 and related regulatequirements.

Audit Committee Report
The Audit Committee has furnished the followingadpo shareholders of the Company in accordante mules adopted by the SEC.

The Audit Committee held twelve meetings during2@@d also met informally between meetings. Eacimibez of the Audit Committee is
an independent director, as defined in NASDAQ Rd80(a)(15) and 5605(c)(2). In addition, the Bdaad determined that James Voss and
Scott Tabakin are both “audit committee financigderts” as defined by paragraph (d)(5)(ii) of 1td@v 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, auldita@ services, tax services, services relatedtéorial controls and other services. The
independent auditors and the Company’s CEO and @¥iodically report to the Audit Committee regaglihe services provided by the
independent auditor in accordance with this preraypgd.
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The Company’s management has primary responsifidlitgstablishing and maintaining effective intdroantrols over financial reporting,
preparing the Company’s consolidated financiaksteants in accordance with U. S. generally accegtedunting principles, and managing
the public reporting process. The Company’s inddpahauditors are responsible for forming and esging opinions on the conformity of
the Company’s audited consolidated financial stetesiin accordance with U. S. generally acceptedwatting principles, in all material
respects, and on the effectiveness of the Compamygmal control over financial reporting.

» The Audit Committee reviewed and discussed withagament, the Company’s audited consolidated fimhstatements for the year ended
December 31, 2009, including a discussion of tleepi@bility and appropriateness of significant actimg policies and management’s
assessment of the effectiveness of the Compantgmial control over financial reporting. The Au@idmmittee discussed with the
Company'’s independent auditors matters relatedg@onduct of the audits of the Company’s constdididinancial statements and internal
control over financial reporting. The Audit Comratittalso reviewed with management and the indepéadelitors the reasonableness of
significant estimates and judgments made in pregdhie consolidated financial statements, as veatha clarity of the disclosures in the
consolidated financial statements and related notes

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

» The Audit Committee has received written commuricet from KPMG LLP as required by PCAOB Rule 35ZBommunication with
Audit Committees Concerning Independence,” anddiss=issed with KPMG LLP their independence. TheifG@Gdmmittee has concluded
that the audit and permitted non-audit servicestviarere provided by KPMG LLP in 2009 were compatibith, and did not negatively
impact, their independence.

* In 2009 the Audit Committee met with the Compamniyiternal auditor and its independent auditorsh whd without management presen
discuss the overall quality of the Company’s finahmeporting. The Audit Committee also reviewedhainanagement the Compasyuditec
consolidated financial statements and related ravtdsthe acceptability and appropriateness of feigmit accounting policies. Based on the
reviews and discussions described in this repod,saibject to the limitations on the role and resuilities of the Audit Committee referred
to in this report and in the charter, the Audit Goittee recommended to the Board that the auditedalmated financial statements and
related notes be included in the Annual Report @mi10-K for the year ended December 31, 2009.

KPMG LLP has been recommended by the Audit Committithe Board for reappointment as the IndepenBegistered Public Accounting
Firm for the Company, and subject to shareholdpraml, the Board has appointed KPMG LLP as the gamg’s Independent Registered
Public Accounting Firm for the year ending Decem®gr2010.

Representatives of KPMG LLP are expected to atteed®010 Annual Meeting. They will have an oppoitiuto make a statement if they
desire to do so and will be available to responappropriate shareholder questions.

The Company is requesting that the shareholddfg thé appointment of KPMG LLP as the Company’ddpendent Registered Public
Accounting Firm for the year ending December 31,®20n the event the shareholders fail to ratify #ppointment, the Audit Committee will
consider it a direction to consider other accounfirms for the subsequent year.

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

James Voss, Chairman
William Brophey
Scott Tabakin
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Principal Accountant Fees and Services

KPMG LLP served as the Company’s Independent RegidtPublic Accounting Firm with respect to theitudf the Company’s
consolidated financial statements as of and foy#sr ended December 31, 2009, and the effectigesfdbe Company internal control ove
financial reporting as of December 31, 2009. Inneamion with its 2009 corporate income tax retumisich are anticipated to be complete
2010, the Company has retained KPMG LLP for thageniited non-audit services.

The following table sets forth the aggregate faldscbor expected to be billed by KPMG LLP for thears ended December 31, 2009 and
2008, respectively. All the services performed hyg fees paid to KPMG LLP were pre-approved by theifCommittee.

Audit Fees
2009 2008

Audit Fees

Annual Audit $568,50( $551,50(

Registration Stateme 15,00( —

Tax Fees 30,00¢( 14,55(

Other Fees

Subscription Fee®@) 2,10( 1,50(
Total Accountant Fee $615,60( $567,55(

(1) Subscription fees represent fees paid to KAMB for an annual subscription to their proprigtegsearch tool during 2009 and 2008,
respectively

“Audit Fees” include fees for the audit of the Camnp’s annual consolidated financial statementdevey of the quarterly condensed
consolidated financial statements, and servicesially performed in connection with statutory andulatory filings. “Audit Fees” also
include fees related to the audit of the effectasmnof Company’s internal control over financigdasing.

Compensation Committee

The Compensation Committee held five meetings B928nd met informally between meetings. Each mermbtre Compensation
Committee has been determined to be “independastfiat term is defined by the applicable standaraisiulgated by NASDAQ. As
described in its charter, the Compensation Comeigtterimary responsibilities are to:

» Develop and oversee the implementation of the @amy’'s compensation philosophy with respect toDhectors, the CEO and other
executives who report directly to the CE

» Ensure that the employees of the Company arsiiiisidiaries are compensated effectively in a risorthinatory manner consistent
with such compensation philosophy, internal eqoagsiderations, market practice and the requiresngfithe appropriate
employment laws and regulatory bodi

* Review and recommend to the full Board the Comgjgacompensation discussion and analysis disclosoméaining the Company’s
compensation policies and the reasoning behind galities, as required by the SE
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» Prepare a Compensation Committee report for thepaos' s annual reports and/or proxy stateme

The Compensation Committee is responsible forreetinnual and long-term performance goals and cosapien for the CEO, and
establishing the compensation of each of the ekexsitvho report directly to him. Its decisions approved or ratified by action of the non-
employee Directors of the Board. The Compensatiomi@ittee also approves the terms of executive eynpdait agreements, equity plans
and equity awards in accordance with the Compafigiended and Restated Portfolio Recovery Assoc2282 Stock Option Plan and 2004
Restricted Stock Plan. The Committee may delegatieet Chief Executive Officer such of its dutieslaasponsibilities as the Committee
deems to be in the best interests of the Companyided such delegation is not prohibited by agglile law, rule or regulation. The
Compensation Committee delegated, in limited cirstamces, authority to the CEO to grant a specifigdber of nonvested shares of the
Companys stock to newly hired, recently promoted or olteyr employees under specified parameters. The aiytlso delegated is limited

a total of ten thousand shares in any fiscal yeadt,awards of no more than one thousand sharesmdoyee.

The Compensation Committee reviews compensatiogranos and policies for features that may encoueagessive risk taking, and
ascertains the extent to which there may be a aiomebetween compensation and risk, if at althiis respect, in 2009 the Compensation
Committee considered whether reasonable risk-takiagpropriately rewarded and whether the incentmpensation opportunities achieve
the proper balance between the need to reward gegsand the need to protect shareholder retur200d9 the Compensation Committee
approved changes to the executive share ownersHipetention guidelines, and adopted design feafiarefuture incentive compensation
programs, as described herein. The Company’s duiwtal compensation package mitigates the risknoéasonable or excessive risk-taking,
while enabling executives to take thoughtful anadent risks to increase the value of the CompaogpgtTerm Incentive Programs use
meaningful financial performance metrics measunezgt three years; therefore, a significant portibtotal compensation is linked to the
achievement of stated long-term financial goals #ne directly aligned to shareholder interest® ¢bmponents of the cash bonus portion are
performance based, and are tied to annual indiValh company-wide performance results. Annual testuses reward executives for
achieving short-term performance targets, whictpkeamployees focused on the day-to-day busines&foentals. On the other hand, long-
term equity awards incent employees to take a lotgge view of the Company and assume reasonaiile td enter new markets and expand
existing businesses. Consequently, there is a talachieved between short-term and long-term awaudtitionally, the Company has
implemented controls that require executives ta$oan risks with the aim of minimizing unintendedlawillful reporting any such errors, a
reporting any of which they become aware. The Compaay terminate the employment of any executivesehactions place the Company
at unreasonable risk. Additionally the Company’'saxives are all shareholders of the Company, @stablished share ownership guidelines
requiring them to acquire and hold significant amtswf the Company’s stock. Although equity progsdimit and define the total number of
shares an executive may receive, the value ofwlaedato the executive is determined by the stockkataat the time they vest, which provi

a strong connection with shareholder interests.tigmmts of stock to the Company’s executive offdeave multi-year vesting periods,
which incentivize executives to build shareholdaiue over time.

Under its charter, the Committee has sole authtwitgtain and terminate a consulting firm to adsists evaluation of executive
compensation. In accordance with this authoritg, @ompensation Committee has directly engaged F@k @s its independent compensa
consultant. The Compensation Committee ensurestteaompany has established succession plansesitiect to each of its key executi

To assist the Compensation Committee in this thke Vice President of Human Resources provideS€tmmittee with progress reports of
individual development and succession planningegias and activities with respect to the Compakgisexecutives, and assessments of the
persons who are considered to be the potentiakssocs to the incumbents in certain senior managtepositions.

The current Charter of the Compensation Committevailable at the Company’s web site, at www.ptidfecovery.com and will be
provided to any shareholder who sends a requesfthg¢o the
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Corporate Secretary at the Company’s mailing adgdBse Compensation Committee’s report appeatssrProxy Statement on page 32.

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

EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

Overview of Compensation Program

The following compensation discussion and analgsiscribes the material elements of compensationdeado, earned by, or paid in 200¢
each of the executives identified below in the SanmnCompensation Table. For a complete understgrafiour executive compensation
program, this Compensation Discussion and Anabfsisild be read in conjunction with the “Summary @emsation Table” and other
compensation disclosures included elsewhere irRtogy Statement.

The Compensation Committee is responsible for thie@anys executive compensation policies and programslutiies involve establishin
implementing and monitoring the administration ofmpensation and benefits programs of the Compaagdonrdance with the Company’s
compensation philosophy described below. The Cotam#eeks to establish a total compensation padkatiee Company’s executives that
is fair, reasonable, and competitive. The Compaogiapensation package consists of base salaryaboash incentive compensation in the
form of bonuses, long-term equity-based incentmmpensation and benefits. The types of compensatidrbenefits paid to the Company’s
executives are the same as those provided to ethpioyees and officers of the Company. Given ttseate of supplemental perquisites,
benefits and plans, cash incentives and equity eosgtion programs are critical to maintaining thepetitiveness of the Company’s
compensation arrangements.

Philosophy

The following philosophy guides the compensatiociglens concerning the Company’s senior manageteant, including its executive
officers.

1. Executive compensation should be linkedally and materially, to the Company’s overall perfiance 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 standewdsisting of a combination of base
pay and incentives that are competitive in theviaalé marketplace and are reflective of the indigitkuperformance and the Company’s
performance. Through its practice of granting egaivards, the compensation program also promotseavards an executive’s tenure and
longevity with the Company, as well as the exea@isivole in the Company’s overall financial perfemee. The Company'’s historical
philosophy has been to establish a base salamtsteuthat is relatively low, when compared tapger group, and to provide additional
compensation through bonus and equity performamentives, that taken together, produce competitited compensation. The Company’s
financial performance for the year is the principahsideration regarding the overall funding lesfethe executive target cash bonus pool.
target bonus pool is determined at the beginningach year based on budgeted net income; howé&ee€dmpensation Committee may
adjust annual and long term compensation, incluttiegarget bonus pool and the individual bonuswart®awarded, based on corporate and
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individual performance, both financial and non-final. When corporate performance is strong, the@msation Committee generally
approves higher bonuses and equity compensationttdaes when corporate performance is weaker.

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

The Company considers each named executive to bevaluable resource, and they have developedcabesive and complementary
executive management team. In order to appropyiaieentivize and retain the management team, tmapgensation Committee aims to
provide compensation packages for the Company’'sudixes which are responsive to the current enwrem and attractive and competitive
in comparison to peer companies. ConsequentlyCtmpensation Committee strives to provide executorapensation packages that
include a combination of base pay and incentivasdhe appropriate in the relevant marketplacactordance with its charter, the
Compensation Committee retained FW Cook as itspaddent compensation consulting firm, to assisttihe performance of its duties,
including the evaluation of executive compensatamels and programs. FW Cook has served as the 8wsagion Committee’s independent
compensation consultant since 2007, and has prdassistance to the Committee with respect to thrafany’s executive compensation
programs, executive pay levels and the designeoCtimpany’s incentive compensation plans. FW Coag&®ssments included the
following:

e A 2008 review and analysis of the componentsoafipensation (including a comparison of each elemEekecutive compensation
to external market rates), in order to determimedbmpetitiveness of the Company’s executive cosgim relative to that of its
peer group (th*Compensation Peer Grc”),

« Recommendations for changes in the Commaogmpensation structure, to assist the Compaatitriaicting, motivating and retainii
key senior level executives, a

e Advice concerning the implementation and desigth®@ Company’s Long-Term Incentive CompensatioomgPams (“LTI
Program”), the Annual Bonus Plan and the 2010 Stock F

Benchmarking

While the Compensation Committee does not belibaeit is appropriate to establish compensatiorl&based solely on benchmarking, the
Compensation Committee believes that informatigrarding pay practices at other companies is nestedh useful in two respects. First, the
Compensation Committee recognizes that compenspttamtices must be competitive in the marketpl&eeond, independent marketplace
information is one of the many factors that the @ensation Committee considers in assessing thenmabkeness of compensation.
Accordingly, the Compensation Committee commisgioiR®/ Cook to assist with the selection of compagigler companies, to review,
analyze and make recommendations with respecetpdabr companies’ compensation data and the Corspaalicies and procedures with
respect to executive compensation. The Compens@tommittee uses the peer data to determine whetimepensation levels are
competitive, and to make any necessary adjustmemeflect executive performance and Company perémce. The seventeeompany pec
group (“Compensation Peer Group”) consists of lessrservices companies which were selected basesltain metrics, primarily revenue,
net income, market capitalization and complexigmparable to those of the Company. The Compens@ionmittee reviews the
compensation data for each executive in the Coniga®gnior management team in comparison with thgpeasation of executives in simi
positions with similar responsibility levels in t®mpensation Peer Group by pay type (including lsatary, annual incentive and long-term
incentives). The Company uses benchmarks of itsutixe compensation against the Compensation PeeipGo enhance its ability to
remain competitive in attracting and retaining exees. In its review of the compensation of iteextives the Committee primarily reviews
the compensation practices of the following Compéina Peer Group:
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Compensation Peer Group*

Advanta Financial Federe
Asset Acceptance Capital Cc First Marbleheat
Asta Funding, In Huron Consulting Grou
Costar Grouy Navigant Consulting
Dealer Track Holding Ocwen Financia
Dollar Financial QC Holdings
Encore Capital Group, In World Acceptance Corj
EPIQ System Wright Express Cor|
EZCORP

* The Compensation Peer Group differs from therggoup in the stock performance graph whichdtuitied in the Company’s 2009
Annual Report, as it includes additional peer congfor the purpose of compensation comparisonesrelwere no additions or
deletions to the Compensation Peer Group in 2

The FW Cook analysis included a review of the Comyfmatop eleven executives’ total compensationcasmared 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 thamrtedian of pay for comparable positions in then@ensation Peer Group, and was, on
average, 70%-73% of the median of pay for comparpbkitions in the Compensation Peer Group. Theémking relative to the peer data is
indicative of the Company’s historical practicepafying relatively smaller base salaries and rethtilarger cash bonuses. Total cash
compensation for the Company’s executives, whicluites base salary plus cash bonus, was approxyni&® above that of the median of
the Compensation Peer Group. The base pay andttsalcompensation of the CEO and General Couresel found to have the greatest
negative disparity, relative to available peer diatarder to attract and maintain the highestllef¢alent, FW Cook recommended that the
Compensation Committee consider appropriate conghensactions, taking into account a variety otéas. Accordingly, the Company’s
executives’ total cash compensation was increaseshme cases, to an amount that was closer tmélagan level of the Compensation Peer
Group, and in other cases, the allocation of tihergand bonus components were adjusted.

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

The Company’s long term incentive (“LTI") awardsrmainvested shares of the Company’s common stoaketisat the Company’s
executives are properly focused on long-term siwddeh value. The LTI performance targets are deign provide executives with the
potential to earn additional shares of the Compaatdck and provide them with specific financiahigathat are tied to shareholder value.
Target grant values are set based on a varieiparicdial performance measures, including earnimgspare (“EPS”), return on
shareholders’ equity (“ROE”") return on investeditaf“ROIC”) and total shareholder return (“TSR#8lative to the Compensation Peer
Group data. The Compensation Committee chose thesi@s as the objective performance measurehié@oCbmpany’s LTI awards in
order to provide a direct link between the Compamgrformance and shareholder value. These matsogrovide easily understood
numbers that allow for definitive determinationtibé achievement of performance metrics.

Executive Stockholding Targets

In order to further align executives’ interestshwithose of the Company’s shareholders and assatendnagement focuses on the
appropriate long-term initiatives designed to iase shareholder value, the Compensation Commiteestablished 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 empksjesenior management'’s
commitment to the Company. The Company’s targexeddive stockholdings policy establishes for eexécutive officer, as well as
other executives and managers in key leadershig roidividual equity ownership goals which aré¢oachieved within a specified time
frame. Each executive officer's employment agredrpeovides that in the event that the targetedtggydals are not achieved within the
required time frame, the annual bonus may be paibnvested stock, rather than in cash, until
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such targets are met. The specific share requiremi@neach executive officer are based on a maltpannual base pay, and only include
shares that are beneficially owned, directly oirictly by the executive, but do not include angrels that have been granted to the
executive that have not yet vested. In order tanfiezonsistent long term planning by an executorge established, these targets are not
reset, except in the event of a significant proorobdf 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 stockholdingdach executive officer. This report includes theceive officer's base pay, total
compensation, anticipated bonus, targeted stockigddactual stockholdings, increase or decreaaetimal stockholdings during the year,
and the amount of both awarded and vested optimh®ranonvested shares. In accordance with theuéixes’ employment agreements,
the Compensation Committee may determine whetlsedon the executives’ success in achieving shaireholding targets, the
executive’s annual bonus is paid in stock, rathantin cash.

The matrix below details the equity ownership tésgesstablished for the executives listed in the Bamy Compensation Table and their
actual stockholdings as of April 8, 2010.

Targeted Levels of Executive Stockholdings

Name Minimum Targeted Stockholdings Actual Stockholdings
Steve Fredrickso 115,00( 209,96:
Kevin Stevensol 50,00( 110,03
Craig Grube 28,50( 36,02
Judith Scot 12,00( 14,16!
Michael Petit 12,00( 5,241
Kent McCammor 12,00¢( 4,707

Roles of the Compensation Committee and Management

The Compensation Committee administers the comgiengarogram for the Company’s key executives, gingl the principles and
philosophy stated above. The Committee is suppantéfus role by its compensation consultant, t##Cand the Human Resources
Department of the Company. The Committee consiebeesutive pay data provided by its compensatiosaibent (including peer group
comparables) and considers the recommendatiome @ EO with respect to the compensation of eacbutixe officer other than himself.

The CEOQO’s recommendations to the Compensation Ctteardetail, with respect to each executive, a@seg total compensation package
for the year, including any recommended adjustmienit&se salary, annual cash bonus as a percesftégygets, and proposed equity awards,
if any. The CEO also recommends annual incentivesiness goals and financial targets and indivigedlormance targets.

In connection with its work for the Compensatiom@nittee, FW Cook attended Committee meetings alatii meetings with manageme
FW Cook compared the Company’s executive compenmsétithat of the Compensation Peer Group, andngpensation data from industry
surveys, and provided a detailed report of itsifigd to the Compensation Committee. Using the datbhanalysis presented in the FW Cook
report, the Compensation Committee set guidelioetotal compensation and the mix of compensatiements for the Company’s
executives. Base salaries were targeted at artienavierage of the 2%5percentile of like positions in the Company’s Comgetion Peer
Group, with adjustments made based on factorsdirojuthe executive’s likely future contributionsarket competition, individual
productivity and retention goals. The CEO provithgmit to the Compensation Committee with respethése factors, along with his views
on the responsibilities and relative contributidreach executive, other than himself, their likkljure contribution and the extent to which
Company would have to be more or less competitivetain and motivate the executive. The CEO alswiges to the Committee his
assessment of each executive’s performance durengrior year, the extent to which individual arpdrtmental goals established for the
executive were met, and the CEO’s recommendatidtisrespect to each executive’s proposed total ereation package for the year,
including any recommended adjustments in baseysaanual cash bonus as a percentage of targetaaiity awards, if any. Although the
Committee considers the CEO’s
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recommendations, the Compensation Committee indiepely evaluates the recommendations and makésallcompensation decisions in
executive session, within the parameters of itspmmsation 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 Compsifigiancial performance is predominately perforneabased and at risk, which is consistent
with the Company’s overall compensation philosofgse salaries are set at roughly the averagdesatsithe 25" percentile of the
Compensation Peer Group, with the opportunity to éatal cash compensation (base salary, plusloashs) at the average of the®tb 75
thpercentile of the Compensation Peer Group, withathdition of fully earned target bonus compensatitmwever, the total direct executive
compensation is targeted to approximately the nmedfidhe Compensation Peer Group with the addiiofully earned bonus compensation
and performance based equity incentives. In maikingear-end compensation decisions, the Commiiiéed that, overall, the Company
performed comparatively well in difficult econondonditions, and on a relative basis in comparisohé industry as a whole, although the
Company’s financial results did not fully meet imtal performance targets.

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- basmhiive 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 individughadtmental 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.

Principal Objectives Features
Base Pay
* To attract executive talent in the markets in whted Company « Initially established based on employees’ priorezignce and
competes anticipated contribution, the scope of their resiloilities and the
» Recognizes and rewards the experience and skilisthployees applicable market compensation paid by other conmegaor similar
bring to the Company positions
* Provides motivation for career development and soément * Fixed annual cash payments,benchmarked againsetrdata and

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

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

* The target bonus is paid to the extent thatGbenpany’s financial results for the year are aafieand the executive’s individual
performance is determined to have met expectatlbtiee results of operations for the year excegddt goals and the executive’s
performance is determined to have exceeded expattathe amount of the bonus may be increaseglcimgnition of the degree
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which such targets were exceeded, and the degmekith the executive met his or her individual goahd contributed to the Company’s
superior performance. If the Company fails to achistated goals or the executive’s performancetisrchined not to have met expectations,
then the amount, if any of the bonus will be witttie discretion of the Compensation Committee ngiveasonable consideration to any
intervening or extraordinary events or circumstarbat might have given rise to such shortfall. €kecutive bonus structure was modified
and incorporated in the 20-2011 executive employment agreements which bec#ffeeiee January 1, 200!

1. Base Pay. Base Pay provides a baseline level of executivepemsation, which is in most instances, set on diviolual basis at the time
the employee enters into an employment agreemeéhttiaé Company, or upon promotion or other changeh responsibilities. The
objectives of base pay are to provide salaries\vati$ that allow the Company to attract and rdtéghly qualified executives, and to
recognize and reward individual performance anceggpce. Historically, base pay has been compaigtlew, and has been augmented
through bonus and equity performance incentiveseMttetermining base salaries the Company consia®ang other factors, peer
group market data, as well as the Company’s intémegtaining the executive, the executive’s poergi experience, scope of
responsibility and future potential. Base pay isass@pproximately the 28percentile of base salaries of like positions ahpanies in th
Company’s Compensation Peer Group. Pursuant toghgloyment agreements, executives who continygament with the
Company receive a minimum annual base pay increflad% over their previous yei base pay

Incentive Compensation

The Company’s incentive compensation programs @amgpcised of a cash incentive bonus based on bethrduand long-term performance
and individual and corporate performance. The Comatered into new thregar employment agreements with its key execugfestive
January 1, 2009. These agreements will terminat@emember 31, 2011, unless sooner terminated pursu#heir terms. The employment
agreements provide for an annual bifurcated cashidbased on individual and financial performafid¢e amount of the individual portion
the annual cash bonus is determined based up@axéuoeaitives performance during the prior operating year, caneg to goals for that year
approved by the Board. The individual portion af ttash bonus is paid if the executive’s persondbpaance is in conformance with
Company policy and with the Executive’s past lewdlperformance, and if Employee has met the peréorce expectations of the
Compensation Committee. The financial achievementb will be paid if, and to the extent that theufes of operations achieve the goals set
for the year. If (i) the results of operations fioe year exceed the net profitability goals anctliié executive’'s performance is determined to
have exceeded expectations, the amount of the Adiash Bonus may be increased in recognition ofitrgree to which results exceeded
such goals, and the degree to which the executinributed to the Company’s superior performanselte as determined in the sole
discretion of the Compensation Committee. If (§ tesults of operations for the year fail to achiaet profitability goals or (ii) the
executive’s performance is determined not to hageerpectations, then the amount, if any of then@us shall be within the absolute
discretion of the Committee, provided that the Cattaa can give reasonable consideration to anyvateng or extraordinary events or
circumstances that might have given rise to suoht&tl. Further, if pursuant to the Company’s ser@xecutive target equity ownership
policies, the Employee’s targeted equity ownerdéngls have not been met, the Annual Cash Bonustragaid, in whole or in part, in
shares of the Company’s common stock.

Equity incentive grants are designed to providatggqumpensation that is primarily linked to longerm corporate performance. In asses
executive performance during 2009, the Compens&mmnmittee considered performance against thesethed objectives and noted that
the Company’s executive officers performed welliagtheir business objectives, and made strategastments in 2009 to position the
Company for the long-term. The following performariedicators were achieved despite a very diffieathtnomic environment:

» The Company achieved a 6.8% increase in revenuetloeerior year and approximately 13% growth iatcaollections
* The increase in cash collections included a &$86.4 million in cash collections from purchasaskrupt accounts,
representing a 52.0% increase over 2!
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»  Collector productivity per hour paid increased apgmately 10% over that of the prior ye
» The Company achieved a 26% )-ovel-year improvement in cash collected on fully amediportfolios.

« The Company made significant investments in lobrged-off and bankrupt accounts, which are expkttt produce additional
significant growth in cash collections and earningsr the next several yea

* The Compan’s stock price increased 33% in 2009, compared2@9& increase for the S&P 5C

2. Annual Cash Bonus.Annual cash incentive bonuses are paid in Jandaggah year for the prior year's performance. Eaxacutive’s
employment agreement contains bonus targets basidioidual achievement and corporate financidi@eement, which are expressed
as a percentage of the executive’s total companrsafhese bonus targets were set based upon thitsresSa compensation study using
compensation comparables derived from the Compagtapensation Peer Group, and the ability of thecetive to influence the
Company’s financial results. The Compensation Cademisets bonus targets such that the executivielkdash compensation (base
salary plus annual cash bonus) will be within a petitive range of total cash compensation (genesdlthe 50th to 7% percentile level
for comparable executives) if performance targetsaet. Each year the Compensation Committee ésftabla cash bonus pool, the
initial size of which is established based uponttial anticipated bonus payout, assuming that eaebutives individual targets are me
and the corporate financial performance targetsraate Approximately 4% of pre-tax net operatingome was earned by the five most
highly compensated executives as cash compengatgse pay plus cash bonus) in 2009. The critera wyhich individual achievement
bonus payments are based consist of, among othgsttihe executive’s individual goal achievemehtsgng the year, including expense
reduction efforts, successful implementation ohiifeed growth strategies and the achievement efspecific personal professional goals
that were set for each of the executives with ressjgetheir areas of direct responsibility. Theaficial portion of the target bonus in each
executive’'s employment agreement was establisheelddargely upon the extent to which the execudivihe executive’s business unit
has the ability to contribute to the Compangverall financial targets. Financial achieventgh bonus awards are based on the ext
which the executive’s business unit contributethtoattainment of the Company’s financial perforoearmhe Compensation Committee
believes that these incentives focus executivesogpmorate growth and profitability, thereby driviagareholder value. The executives
named in the table below, in the aggregate, reddimancial achievement bonus awards in 2009 eqgud®.5% of their total aggregate
financial bonus targets. Because the CEO and tli@ I@fve broad roles with accountability for the Camgs overall financial results,
the Compensation Committee generally sets thein®targets higher than those of the other exeaitif¢he Company

The performance of each of the named executigasst their individual goals is reviewed, evéddaand rewarded on an annual basis,
using a management performance worksheet contatinefpllowing rankings

Rating Description Individual Performance Award
4 Outstandinc 131% to 150% of targe
3 Exceeds Expectatior 100% to 130% of targe
2 Meets Expectation 50% to 99% of targe
1 Below Expectation 1% to 49% of targe
0 Unacceptabli 0% of targe’

The bonus targets for the named executives, anddesrearned by them in 2009 are as follc

Bonus Targets $/% of Base Pay 2009 Target Bonus Earned

Base Salary$ Individual Financial Individual%  Financial% Total% Total$
Steve Fredrickso $500,00( $250,000/5% $550,000/11% 10C% 64% 75% $600,00(
Kevin Stevensol $300,00( $150,000/5% $350,000/11% 117%* 64% 80% $400,00(
Craig Grube $270,00( $130,000/4% $ 250,000/9% 10C%* 48% 67% $255,00(
Judith Scot $245,00( $ 90,000/3% $ 140,000/5% 10C% 10C% 10C% $230,00(
Kent McCammor $220,00( $125,000/5% $280,000/12% 10C% 87% 91% $370,00(
Michael Petil $235,00( $150,000/6% $265,000/11% 10C% 132%*  12(%* $500,00(
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*

3.

(@)

(b)

The individual achievement bonus and the imtlinal and financial achievement bonuses awardeglctefie extent to which these
executives met or exceeded their individual andrfoial achievement targe

Equity Incentives. The Company utilizes a combination of nonvestetes awards and long-term equity incentive (“LTd#ards based
on multi-year cumulative corporate performance gtaffocus executives on ensuring sustained pedoce over a multi-year period. If
the performance targets specified for achievemgtiteoLTI Shares are not met or exceeded, the adastiares do not vest. The
performance targets, by design, promote the aciriené of strong and sustained financial performaand,require such achievement for
a payout. The Company believes that equity awagdsego motivate outstanding performance, provideeatives with the potential to
earn additional shares of the Companstock, provide specific financial goals thattied to shareholder value and encourage and re
employment tenure. Participation in LTI programénsted to key employees who are in a positiom&we a significant impact on the
achievement of the Company’s financial goals amde¢hvho provide the long-term strategic leaderabigessary to accomplish financial
goals. Consistent with the company’s compensatigaatives, individuals at higher executive leveais ghose with greater influence over
the Company’s financial performance generally nezeai significant proportion of their total competima in the form of equity. The
Compensation Committee may make equity grantsuohiees at the time of their hire in order to aligpem as quickly as possible to
shareholder interests, if circumstances warrarg. [TH programs contain performance targets desigoguovide executives with the
potential to earn additional shares of the Compantdck and provide them with specific financiahigo In order to receive an equity
award, the executive must be a full-time employeefahe award date. Any shares so earned (“LTr&Hawill be awarded in fully paid
shares of the Common Stock of the Compi

2007 and 2008 LTI Programs. Key executives of the Company were granted LTdr8& pursuant to the 2007 and 2008 LTI Programs,
the vesting of which is dependent upon the Commaaghievement of both a targeted percentage Retuhmvested Capital (“Target
ROIC”) and a cumulative three year ROE and EP<tday performance periods ending December 31, 20@02010 (“Target EPS”).
Any shares earned would be awarded in the firsttguaf 2010 and 2011, respectively. The 2007 &0@B2A.TI Programs provide that
100% of the LTI Shares will be awarded if the Compachieves both the Target ROIC and Target EP&thaat no LTI Shares will vest
or be awarded if the Company’s ROIC is less thaB%3during the performance period. If the Target R met, the number of

shares awarded could range from 099@%2o0f the targeted LTI Shares, depending on theahEPS performance. The minimi
Target EPS for awards under the 2007 LTI Progras $1®.09. The Company’s EPS performance was $&80gdthe performance
period;consequently, no stock vested under the 2007 LTlguh. The minimum Target EPS for the 2008 LTI Prograrfili.34, for the
performance period ending December 31, 2010. (Apteta description of the 2007 and 2008 LTI Progrénscluded in the Compary’
2009 Proxy Statement.) Based on the Company’s ¢inhresults for 2007 and 2008, the Company hasrohéhed that it is unlikely that
the 2008 LTI Program will result in an award of LSthares

2009 LTI Program. The 2009 LTI program’s performance criteria (“Penfi@ance Criteria”) are (1) the extent to which thepany
achieves its EPS, as stated in the Company’s amepatts filed with the SEC, with respect to fisgahr 2009 (the “EPS Performance
Period™); (2) the extent to which the Company acéseits target Return on Shareholders’ Equity (“RQ&ver a three year performance
period beginning on January 1, 2009 and ending @reber 31, 2011 (the “ROE/TSR Performance Perianli)(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, may be awarded basedthpdCompany’s achievement of the Performance@itPursuant to the 2009 LTI
Program, one-third of the shares earned, if amthi® EPS goal during the EPS Performance Perididyevawarded on December 31,
2010, and the remainder, if any, will be awardedesember 31, 2011. All of the ROE and Relative TR&Rformance Shares earned, if
any, will be awarded on or before March 31, 20h2e\Very case, the three Performance Criteri:
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computed after taking into consideration the coéthe LTI Program. The 2009 LTI Program is a-funding program

(i) EPS.The ability of the 2009 LTI grantees to earn origdtbf the 2009 LTI Shares was determined on Deasrh, 2009, based
upon the EPS targets stated below. The Company&sgeFormance finished at $2.87, which was belavtiinimum threshold of
$3.20 required to earn the first one-third of thares granted under the 2009 LTI plan; therefooePS target shares were eligible

for award.
EPS Value Target Shares Earned (%)
Less than $3.2 Zero
$3.20 50
$3.35 10C
$3.60 15C
$3.85 20C

(i) 2009-2011 ROEOne third of the 2009 LTI Performance Shares véldetermined as of December 31, 2011, based upon th
Company’s achievement of a three year annualizefl B&@l over the ROE/TSR Performance Period. Teitent that actual ROE
falls between any of the threshold amounts indit@&ethe table below, the number of Performance&hawarded will be
determined by the Compensation Committee based amerpolation between the ROE ranges in the thélew.

Value Target Shares Earned (%)
Less than 15.09 Zero

15.0% 50

16.5% 100

19.5% 150
21.0% or more¢ 200

(iii) 200¢-2011 Relative TSROne third of the 2009 LTI Performance Shares véldetermined as of December 31, 2011 based upon th
Company'’s achievement of relative shareholder valter the ROE/TSR Performance Period, which wiltkulated by comparing
one-third of the TSR of companies in the NASDAQ lezlbMarket and two thirds of the TSR of the Compios Peer Group. To
the extent that the relative TSR falls betweenathe threshold amounts indicated in the tablewethe number of Performance
Shares awarded will be determined by the Compars@ommittee based on an interpolation betwee 8f ranges in the table

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

Since the Company’s EPS performance finished bé&h@wninimum threshold required in order to earnfittst one-third of the shares granted
under the 2009 LTI plan, those shares will not vidstwvever, if the ROE and TSR performance metigcghe remainder of the 2009 LTI
performance period are met, the remaining two-thofithe shares granted may be awarded.

The Company has never back-dated or re-negotiatgeéguity awards. The Company has no specifiedpalbncerning the timing of equity
awards; however, the Company does not grant eqaitypensation awards in anticipation of the 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 2009.
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2010 Incentive Compensation Plans

On the recommendation of the Compensation Committddarch 2010 the Board adopted the Company’suahBonus Plan and 2010
Stock Plan, subject to the approval of the shadghslat the Annual Meeting. The 2010 Stock Planfisther amendment of the Amended
and Restated Portfolio Recovery Associates 2002kSIption Plan and 2004 Restricted Stock Plan, whiere approved by the shareholders
at Company’s 2003 and 2005 annual meetings, raspbctThe 2010 Stock Plan amendments include adtdit performance metrics and
ministerial changes to the previously approvedisfdan. The 2010 Stock Plan is more fully descrireAppendix A, which is being mailed
with this Proxy Statement. The Annual Bonus Plaiictviis on the ballot provides the performance rastwhich will be used in the
determination of the amount of annual cash bonwdsvto executive officers. Pursuant to the AnBalus Plan, each executive officer’s
maximum cash bonus award in 2011 will be calculated percentage of the Company’s adjusted EBITBrging from 1% to 2%, for the
year ending December 31, 2010. The Annual Bonus iBlenore fully described in Appendix B, which isifig mailed with this Prox
Statement.

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, dgvahd retain exceptional talent. The CEO recommémthe Committee the mix of salary,
annual incentive and long-term incentive awards tttia Company’s key executives should receive t@as tlirect compensation 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. The Company’s stwekds and cash bonus awards allocate total inaotmpensation between the short-
term and long-term awards. A key element in mitigatisk in the compensation package is ensuriagdtsignificant portion of incentive
compensation is based on the long-term performahttee Company. This mix serves to reduce thethisk employees will focus on short-
term achievements to the detriment of the long-teustainability of the Company, and both elememswtogether for the benefit of the
Company and its shareholders.

Base salary and incentives (including annual and-kerm incentives) are generally targeted at 8th percentile of the Compensation Peer
Group, and total cash compensation is targete@% &5% of the Compensation Peer Group. Total coisgtéon (base salary, cash bonus
and equity) is targeted to the median of the Coregton Peer Group. The exact percentile may diffeindividual, based on performance
and other factors. In 2009, total direct compensatvels, base salaries and incentives (both dmmgblong term incentives) were generally
targeted at the 50percentile of the Compensation Peer Group. HowékerCompensation Committee, primarily on the rec@mdation of
the CEO (for positions other than his), has therdison to set total compensation above or belatdingeted percentile of similar position:
the Compensation Peer Group when the value ohtfigidual’s experience, performance and specifit skt justifies variation. The total
compensation paid to the executive officers ofGlenpany in 2009 is shown in the Summary Compensdible on page 33.

The following charts show the weighting of eachmedat of total compensation for the CEO and coletyi for the other executive officers.
These charts depict our pay for performance philbgpas predominately performance-based and atosipensation comprises the majority
of total compensation. Total compensation paidhéoexecutives named in the Summary Compensatiole Vs allocated in 2009 as
follows:
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2009 Total Compensation Mix

Compensation of Other Named Executive
CEO Compensation (Except CEO)

24% 34% 28%

48%

28%

38%
m Base Pay m Cash Bonus m Equity Awards

B Base Pay @ Cash Bonus ® Equity Awards

Name Base Pay (% Cash Bonus (% Equity Awards (%) * Total at Risk (%)
Steve Fredrickso 24% 28% 48% 76%
Kevin Stevensol 27% 37% 36% 73%
Craig Grube 32% 31% 3% 68%
Judith Scot 43% 40% 17% 57%
Michael Petit 21% 44% 35% 79%
Kent McCammor 23% 39% 38% 77%

* Equity awards are valued based on the grantfdatealue, using the closing price of the Compargtock on the date of grant. The
actual amount of compensation that will be realizgdhe named executives at the time an award waktdepend upon the market

price of the Compar's common stock on the vesting d:

Benefits and Perquisites

The Company ensures that its executive officerpaie fairly and that it has a uniform set of béisedind perquisites all of which apply to all
employees equally. Accordingly, it is the philospmi the Company that each executive, includingGoenpany’s CEO and CFO should
determine, within the limits of his or her own casmgation, whether or not to personally purchaseraonbursable luxury travel, private
flights, housing, car service, club membershipgaricial planning services, or other such goodssemdces, including those which are
sometimes provided as executive perquisites byr @ibrapanies, but not offered by the Company. Thinsistent with the Company’s
general operating principles.

Other than the standard employee benefits, subealth, dental, life, hospitalization, surgical,joranedical and disability insurance,
participation in the Company’s 401(k) plan, paideioff, and other similar Company-wide benefitsahhinay be in effect from time to time
for all other employees, the Company does not pewidditional perquisites, personal direct or ieclibenefits, or use any separate set of
standards in determining the benefits for its ekgesa. However, the Company’s executive officels @quired by policy to submit to
comprehensive physical examinations at the Comgagwpense at stated intervals, at a cost of upgooaimately $5,000 each. The
Company believes that its base pay and total cosgtiem package are reasonable in the industrytren@ompany has demonstrated that
able to hire and retain talented executives witludigring additional perquisites.

Pension Plans, Retirement Benefits and NonqualifieDeferred Compensation. The Company does not offer any pension or retrgm
plans to any of its employees, including its exeeubfficers. The Company does not offer its emphkxya non-qualified defined contribution
plan; however, the Company sponsors a 401(k) mais employees who are at least twenty-one yeaage or over. This plan is a lomgrm
savings vehicle that enables employees to makéagreentributions via payroll deductions, and reedax-deferred earnings on the
contributions made. Employees are eligible to makantary contributions to the plan of up to 100%4teir compensation, subject to Inter
Revenue Code limitations, after completing six rherdf service. The Company makes matching cashilbatibns of up to 4% to each
participating employee’s salary. Employees are abfiirect their own investments in the Company4 @) plan.
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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

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

Severance Arrangements

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

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

provided on page36 below.

Tax Deductibility of Executive Compensation

To the extent compensation paid to each coveredogem (i.e. the Company’s CEO and the next thrghdst paid officers subject to SEC
disclosure, other than the CFO) exceeds $1 mifiorany fiscal year, it will not be deductible fiaderal income tax purposes under Section
162(m) of the Internal Revenue Code of 1986, asndea (the “Code”), unless such compensation isféperance based” as defined in
Section 162(m) of the Code. While the Compensafiommittee is mindful of the potential impact upbe Company of Section 162(m) of
the Code, it reserves the right to extend such emsgtion arrangements as may from time to timeebegsary to retain or attract top-quality
management. The Compensation Committee generaligtstes executive compensation arrangements orasimize the impact of the
limitations of Section 162(m) of the Code, whicklirdes consideration of the impact of performanasel equity awards to the Company’s
executive officers. In 2009 each of the Compang\geted employees earned a base salary of les$thanillion and each covered employee,
other than Mr. Fredrickson, earned other compemsdiiat would not be limited by the $1 million thh®ld imposed by Section 162(m). Mr.
Fredrickson’s total compensation subject to thei8ed 62(m) limitation was $1.5 million. Therefoi®).5 million of Mr. Fredrickson’s
compensation was consequently not deductible uBdetion 162(m) of the Code. The entire amount ohedher covered employee’s
compensation earned during 2009 was not limite8édstion 162(m) of the Code and was deductible bydbmpany. The Annual Bonus P
which is on the ballot for approval by the stocldesk at the 2010 Annual Meeting, was adopted by thrapensation Committee as a
“performance based” compensation plan within thammgy of Section 162(m) of the Code; accordindlg, Companys deduction attributab
to compensation payable under this plan will gelheret be limited by Section 162(m) of the Code.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and diedubg section of this Proxy Statement entitledyrfensation Discussion and
Analysis” with management as required by Item 4D2fRegulation S-K and, based on such review asclidsions, the Compensation
Committee has recommended to the Board that thep€onsation Discussion and Analysis be includedimPnoxy Statement, and
incorporated by reference into the Company’s AnfiRegbort on Form 10-K for the fiscal year ended Dadoer 31, 2009. 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 eded to, earned by, or paid to each of the ComgaNgmed Executive Officers, including
its CEO, its CFO and the two other most highly cengated executives for all services rendered t€tmpany and its subsidiaries for the
years ended December 31, 2009, 2008 and 2007dinglequity awards. The Company offers no-equity incentive plans, defined benefit
pension plans or nonqualified deferred compensatians.

Summary Compensation Table

Stock Option
Bonus® Awards &) Awards ) All Other Comp. TOTAL
Name and Position Year Base Salary ($ (€] @006 $) @ ($)
Steve Fredrickson, CE 200¢ $ 500,00( $600,00( $1,005,97! $ 0 $ 12,30( $2,118,27
200¢ $ 400,00( $440,00( $ 470,86( $ 0 $ 12,30( $1,323,16!
2007 $ 364,00( $550,00( $ 714,40( $ 0 $ 11,60( $1,640,00!
Kevin Stevenson, CF 200¢ $ 300,00( $400,00( $ 395,19 $ 0 $ 9,80( $1,104,99!
200¢ $ 270,00 $330,00( $ 289,76( $ 0 $ 9,80( $ 899,56(
2007 $ 245,00( $375,00( $ 446,50( $ 0 $ 9,60( $1,076,10
Craig Grube, EVF 200¢ $ 270,00( $255,00( $ 308,98t $ 0 $ 12,30( $ 846,28
200¢ $ 260,00( $300,00( $ 126,77 $ 0 $ 12,30( $ 699,07(
2007 $ 234,00( $400,00( $ 428,64( $ 0 $ 11,60( $1,074,24
Judith Scott, EVF 200¢ $ 245,00( $230,00( $ 94,26¢ $ 0 $ 12,30( $ 581,56¢
200¢ $ 190,00( $150,00( $ 68,81¢ $ 0 $ 12,30( $ 421,11¢
2007 $ 182,00( $148,00( $ 111,62 $ 0 $ 10,07¢( $ 451,69
Michael Petit, SVF 200¢ $ 235,00( $500,00( $ 395,19 $ 0 $ 11,80( $1,141,99
200¢ $ 190,00( $375,00( $ 253,54 $ 0 $ 10,80( $ 829,34
2007 $ 170,00( $390,00( $ 312,55( $ 0 $ 10,10¢( $ 882,65
Kent McCammon, SVI 200¢ $ 220,00( $370,00( $ 359,28 $ 0 $ 11,80¢( $ 961,08
200¢ $ 208,00( $380,00( $ 144,88 $ 0 $ 11,80¢( $ 744,68
2007 $ 92,30¢ $200,00( $ 446,50( $ 0 $ 205,11¢ $ 943,92

@) This table reflects for a given year all bonusasied by the above executives in 2007, 2008 a@8. Zhe Company typically pays
bonuses in January of the year following the yravhich the bonus was earn:

(@ The amounts included in the “Stock Awards” colurepresent the aggregate grant date fair valueeo$tiock awards granted in 2009,
2008 and 2007. The shares awarded vest eitheatédly over a five year period, beginning on thstfanniversary of the award date or
(b) vested immediately on 1/1/2009, as describddamote 5, or (c) pursuant to the terms of ConymahT!I plans, if stated
performance goals are met (see page 28 for a noonplete description of the LTI Plans). The actuabant of compensation that will
be realized by the named executive at the timeagedjrant vests, if at all, will depend upon thekaaprice of the Company’s common
stock at the vesting dat

() There were no stock options granted in 2007, 20G8069.

@) These amounts represent company matching cotitritsuto the recipient’s 401(k) plan up to limit 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 afitelible contributions to
eligible recipients under Section 501(c)(3) of thiernal Revenue Cod
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() Nonvested Retention stock awards granted to cestenutives in January 2009 in conjunction withrérgewal of their employment
agreements were as set forth below. All such awaedted immediately upon their award.

Grant

Date Grant Date
01/01/09 Stock Grants Shares Price Fair Value
Steve Fredrickson, CE 13,17¢ $ 33.8¢ $445,97
Kevin Stevenson, CF 5,177 $ 33.8¢ $175,19(
Craig Grube, EVF 4,04¢ $ 33.8¢ $136,98:
Judith Scott, EVF 941 $ 33.8¢ $ 31,84
Michael Petit, SVF 5,177 $ 33.8¢ $175,19(
Kent McCammon, SVI 4,707 $ 33.8¢ $159,28!

Grants of Plan-Based AwardsThe following table provides information regarditng grants of equity-based compensation awards toade
the executives named therein, during the yearsceR@@9, 2008 and 2007. No stock option awards wereted by the Company in 2009,
2008 and 2007.

Grants of Plan-Based Awards Table

Estimated Payout Under Equity Grant Date Fair
Incentive Plan Value of Stock

Threshold Target Awards 2

Name Award Type 1 Grant Date Date Approved (#) (#) Maximum (#) %

Steve Fredrickso 2007 LTI Plar 3/30/200° 3/30/2007 0 16,00( 32,00 $  714,40(
2008 LTI Plar 1/04/200¢ 1/04/200¢€ 0 13,00( 26,00 $  470,86(
2009 LTI Plar 1/20/200¢ 1/20/200¢ 0 22,48 4496: $  560,00:
2009 Retention Awai  1/01/200! 1/01/200¢ N/A N/A N/A  $ 445,97
Kevin Stevenso 2007 LTI Plar 3/30/200° 3/30/2007 0 10,00( 20,00 $ 446,50(
2008 LTI Plar 1/04/200¢ 1/04/200¢ 0 8,00( 16,00 $  289,76(
2009 LTI Plar 1/20/200¢ 1/20/200¢ 0 8,832 17,66« $ 220,00
2009 Retention Awar  1/01/200¢ 1/01/200¢ N/A N/A N/A  $ 175,19
Craig Grube 2007 LTI Plar 3/30/200° 3/30/2007 0 9,60( 19,20C $ 428,64(
2008 LTI Plar 1/04/200¢ 1/04/200¢ 0 3,50(¢ 7,00 $ 126,77(
2009 LTI Plar 1/20/200¢ 1/20/200¢ 0 6,90¢ 13,81C $ 172,00
2009 Retention Awal  1/01/200¢ 1/01/200¢ N/A N/A $ 136,98
Judith Scot 2007 LTI Plar 3/30/200° 3/30/2007 0 2,50( 500 $ 111,62!
2008 LTI Plar 1/04/200¢ 1/04/200¢€ 0 1,90C 3,80 $ 68,81¢
2009 LTI Plar 1/20/200¢ 1/20/200¢ 0 2,50¢ 501z $ 62,42¢
2009 Retention Awar  1/01/200¢ 1/01/200¢ N/A N/A N/A  $ 31,84:
Michael Petil 2007 LTI Plar 3/30/200° 3/30/2007 0 7,00( 14,00 $ 312,55
2008 LTI Plar 1/04/200¢ 1/04/200¢ 0 7,00( 14,000 $  253,54(
2009 LTI Plar 1/20/200¢ 1/20/200¢ 0 8,83 17,66« $  220,00!
2009 Retention Awal  1/01/200¢ 1/01/200¢ N/A N/A $ 175,19(
Kent McCammor 2007 LTI Plar 3/30/200° 3/30/2007 0 10,00( 20,00 $ 446,50(
2008 LTI Plar 1/04/200¢ 1/04/200¢ 0 4,00( 8,00C $ 144,88(
2009 LTI Plar 1/20/200¢ 1/20/200¢ 0 8,02¢ 16,05¢ $  200,00:
2009 Retention Awar  1/01/200¢ 1/01/200¢ N/A N/A N/A  $ 159,28!

1 Except for the nonvested retention stock awarddemon 1/1/09, in connection with the renewal efrtbmployment agreements, no
equity compensation has been awarded or paid tofifye named executives required to be reportékdase columns in the years
covered by this table

2 The amounts reported above relate to the nomyé§teShares granted to the above executives. Bhewof 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 vestdfiirformance criteria set forth above are not iirfe. 2007 LTI Performance Share
did not vest due to missed financial targets; congeently, they had a realized value of $0.

Outstanding Equity Awards at 2009 Fiscal Year EndThe following table sets forth certain informaticoncerning equity awards held by
the executives named therein, which were outstgnasnof December 31,
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2009. The market value of shares of stock is deterthby multiplying the number of shares by thesitig price of the Company’s common
stock at the end of the last fiscal year.

Option Awards

Number of Number of

Securities Securities Stock Awards @)
Underlying Underlying Number of Market Value of
Unexercisec  Unexercised Shares or Units Shares of

Options (#) Options (#)  Option Exercise Option Expiration of Stock That Have No  Stock that Have Not
Name Grant Date  Exercisable Unexercisable(@ Price ($) Date Vested® (4) vested as of 12/31/09(
Steve Fredrickso 04/19/200: — — — — 2,00 $ 89,70(
3/30/200°) — — — — 16,00(®) $ 717,60(
1/04/200(5) — — — — 13,00 $ 583,05(
1/20/200®) — — — — 22,48, $ 1,008,27.
Kevin Stevensol 04/19/2001 — — — — 2,00 $ 89,70(
3/30/200°®) — — — — 10,00(® $ 448,50(
1/04/200(5) — — — — 8,00 $ 358,80(
1/20/2004%) — — — — 883 % 396,11
Craig Grube 04/19/200 — — — — 2,00 % 89,70(
3/30/200°) — — — — 9,60(® $ 430,56(
1/04/200(5) — — — — 3,50 % 156,97!
1/20/20045) — — — — 6,90t $ 309,68¢
Judith Scot 07/28/200! — — — — 35C % 15,69¢
04/19/2001 — — — — 60C $ 26,91(
3/30/200°) — — — — 2,500 $ 112,12¢
1/04/200(®) — — — — 1,90C $ 85,21t
1/20/20045) — — — — 2,506 $ 112,39
Michael Petil 07/20/200: — — — — 20C % 8,97(
07/28/200! — — — — 80C $ 35,88(
04/19/2001 — — — — 3,00 $ 134,55(
3/30/200°) — — — — 7,000 $ 313,95(
1/04/200(®) — — — — 7,000 $ 313,95(
1/20/20045) — — — — 883 % 396,11
Kent McCammor 3/30/200°) — — — — 10,00® $ 448,50(
1/04/200(5) — — — — 4000 $ 179,40(
1/20/20045) — — — — 8,02¢ % 360,10:

(M The LTI Shares will not vest or be awarded if @@mpany does not achieve its performance targetdescribed more fully on page 28.
If the targets are met, the number of shares teteived by each executive will increase or deerel@pending on actual performan

(@  No options were outstanding as of December 31, Z
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)  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 28 for a more complete descripfitioe Long Term Incentive Plan:

@  Value is calculated based on the closing pridd @b5) of the Company’s common stock on the NASD3I@bal Stock Market as of
12/31/2009

®) LTI Shares granted, but not vested or awar
®  The 2007 LTI Shares did not vest, as performaneeta were not met. These shares had a realizad waf0.
Option Exercises and Stock Vestedl he following table provides information concernihg exercises of stock options and shares acquired

on vesting during 2009 on an aggregated basisafcin ef the executives named therein, and inclutesdlue realized upon exercise or upon
vesting.

OPTION AWARDS STOCK AWARDS
Number of Share Number of Share
Acquired on Value Realized o Acquired on Value Realized o
Name Exercise (# Exercise ($ Vesting(#) Vesting® ($)
Steve Fredrickso 18,00( $437,58( 14,17¢ $482,40°
Kevin Stevensol 45,00( $991,80( 6,177 $211,62(
Craig Grube 11,00¢( $335,42( 5,04¢ $173,41-
Judith Scot 1,50( $ 32,55( 1,791 $ 65,65«
Michael Petil 18,00( $300,01( 6,77 $236,65:.
Kent McCammor 0 0 4,707 $159,28!

(1) Represents the aggregate dollar amount realiged vesting computed by multiplying the numberhdres of stock by the closing
market value of the underlying share on the vesimig.

Accounting for Share-Based Compensation

Financial Accounting Standards Board Accountingn8&ads Codification (*“ASC”) Topic 718 (formerly mfed to as “FAS 123R”) requires
companies to expense the fair value of employesksiptions and other forms of equity compensafidre value of stock awards is
determined when it is communicated to the grar8éee January 1, 2002 the Company has been expestiity based compensation under
FAS 123, “Accounting for Stock-Based Compensati@md beginning January 1, 2006 under FAS 123R.Gdmapany has not issued any
stock options to its employees since its adoptiah® Amended and Restated Portfolio Recovery Aases 2002 Stock Option Plan and 2
Restricted Stock Plan. Management and the BoaRdrettors are united, as a matter of principlehweéspect to the corporate policy of ne
re-pricing options or resetting performance stadslén achieve LTI goals. The Company has never bdatgd stock options.

Summary of Severance Payments

The Company does not have any plans or programerwvitich payments to any of the executive offi@estriggered by a change of control
of the Company. Each employment agreement consawsrance provisions providing for payments toetkecutives’ beneficiaries or to their
estates in the event of death, and for severangagras upon the involuntary termination of theip@gmyment without Cause (as that term is
defined in the Employment Agreements). In the edsetermination for Cause, no severance paymeiits@vmade. Severance payments are
conditioned on the executiweexecution of a full release of all claims agathst Company, and are payable in a lump sum ateribation o
employment. The Severance Agreements provide eixeswith certain benefits upon their involuntagynhination for reasons other than for
their wrongful behavior or misconduct. These primris provide protection to the Company and to thexative related to terminations of
employment that could potentially cause harm toGbenpany and/or the business units managed bethertated executive. The following
table provides information regarding severance amthat would have been made to executives lisealv pursuant to the terms of their
employment agreements under various employmengsoarif such termination had occurred as of Decam3i, 2009. The Summary of
Severance Terms and Potential Payments Tabledatat§ this narrative summarizes such paymentsbemefits. No severance payments
were made to any of the Company’s executive offiéer2009. All of the executive officers executbtee year employment agreements with
the Company, effective January 1, 2009.
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SUMMARY OF SEVERANCE TERMS AND POTENTIAL PAYMENTS

Constructivi
Terminatior Termination Severanci Salary and Bonu Benefits Total
Name Provisions Conditions (1 Paymen (%) $ %))
Steve Yes Constructive discharge(3), nor Salary and target bonus due $3,460,00! $48,40( $3,508,40!
Fredricksor renewal of employment under the remaining term of
agreement or reasons other th employment agreement (5) an
Cause(4), death or disabili benefits for one yea
Kevin Yes Constructive discharge(3), nonSalary and target bonus due $2,136,48! $44,91¢ $2,181,39.
Stevenson renewal of employment under the remaining term of
agreement or reasons other th@mployment agreement (5) and
Cause(4), death or disabili benefits for one yea
Craig Grub¢ Yes Constructive discharge(3), nor Salary and target bonus due $1,712,83. $32,03¢ $1,744,86:
renewal of employment under the remaining term of
agreement or reasons other th employment agreement(5) anc
Cause(4), death or disabili benefits for one yea
Kent No Non-renewal of employment Salary and target bonus due $1,681,75. $27,88¢ $1,709,64.
McCammor agreement or reasons other thamder the remaining term of

Cause(4), death or disability employment agreement (5) and
benefits for one yea

Judith Scotl Yes Constructive discharge(3), nor Salary and target bonus due $1,209,79. $19,95¢ $1,229,74
renewal of employment under the remaining term of
agreement or reasons other th employment agreement(5) anc
Cause(4), death or disabili benefits for one yea
Michael No Non-renewal of employment  Salary and target bonus due $1,743,57 $32,35¢ $1,775,93!
Petit agreement or reasons other thamder the remaining term of

Cause(4), death or disability employment agreement (5) and
benefits for one yea

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

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

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

(4) “Cause”is defined as: (A) conviction, or @lef guilty ornolo 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 violatidrirte Company’s written policies and proceduresl(iding gross and continued
failure to satisfy written directives or performanmaterial), insubordination; or (D) fraudulent dant as regards the Company, which
results either in personal enrichment to employematerial injury to the Company or its subsidiar

(5) All employment agreements referred to herein aeetdiexpire on December 31, 20

Items of Business to Be Acted Upon at the Meeting

PROPOSAL ONE
ELECTION OF DIRECTORS

The Board is classified, and consists of seven neesnin three classes. Each Director serves a ylea@eterm. One class of Directors is
elected at each annual meeting of shareholdersndimes of three Directors, David Roberts, JohneFalhd John Fain, will be placed on the
ballot for election to the Board. After a screenprgcess conducted by the Nominating and Corp@ateernance Committee and upon the
Committee’s recommendation, which followed compredive interviews by the Committee and the Boare Bbard unanimously appointed
Mr. Fain and Mr. Fuller members of the Board ofdgtiors on March 1, 2010. Mr. Fain and Mr. Fullell i standing for election for the fit
time. Mr. Roberts serves as Lead Director and stithir Compensation Committee. He has been detadrtorize an independent director in
accordance with the NASDAQ listing rules. All noraés have consented to be named as hominees ftorelec
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in this Proxy Statement, and to serve if electbdldcted, they will hold office for three-yearsitvterms expiring on the date of the 2013
annual meeting, or until their successors are etkahd qualified. Proxies will be voted for thectilen of the above nominees; however, if for
any reason either nominee is unable to serve (whinobt anticipated), the shares represented byalil proxies will be voted for the election
of such other person as the Board may nominateeadbnual Meeting.

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

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

the Annual Meeting will be elected. However, inlarcontested election, any nominee for electioniescidr who receives a greater number
of votes “withheld” from his or her election thaates “for” such election shall promptly offer histeer resignation following certification of
the shareholder vote. The Nominating and Corpdgateernance Committee shall consider the resignatifem and recommend to the Board
whether to accept it, after determining whethenatrthe interests of the Company and its shareholaeuld 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 Recommends a Vote FOR”
Each of the Nominees Named Above

PROPOSAL TWO
APPROVAL OF THE 2010 STOCK PLAN

An Amendment and Restatement of the Amended and Riged
Portfolio Recovery Associates 2002 Stock Option Riaand 2004 Restricted Stock Plan

The Board believes that in order to attract andimehe services of outstanding executives and e employees, it is necessary to have the
ability and flexibility to provide a comprehensigempensation package which compares favorably tvilke offered by other companies.
The Board desired to have the ability to offer moees, in the form of cash and equity intereshim Company, to help attract and retain the
key employees who make up the Company’s dedicatédighly competent executives. Accordingly, theaRbadopted, subject to
shareholder approval, the 2010 Stock Plan (theciSRdan” which is an amendment and restatemeriteoR002 Stock Option Plan and 2004
Restricted Stock Plan (the “Former Plan”). The psmof the 2010 Stock Plan is to obtain re-apprbyadhe shareholders for purposes of
Section 162(m). The 2010 Plan includes an expalisteaf performance metrics. The complete texthef Stock Plan is provided in

Appendix A, which is being mailed with this Proxtagment. Under the Former Plan, 2,000,000 shaees made available for issuance to
the Company’s employees and Directors. The toleshavailable and subject to the Stock Plan willoe increased or decreased from that
of the Former Plan. If any stock awards granteceutite Stock Plan expire or terminate prior to eiser, the shares subject to that portion of
the stock award are available for subsequent grants
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The table below reflects the number of shares stibljeoutstanding awards and the amount availaivléufure issuance. All share awards are
in the form of grants of shares of nonvested shamekiding LTI Shares.

The table below provides information with respectite Former Plan, as of December 31, 2009:

Number of
Securities to be Number of Securities
Number of Issued Upon Weighted-average Remaining Available
Securities Exercise of Exercise Price ol  for Future Issuance
Authorized for ~ Outstanding Options Outstanding Options Under Equity
Issuance Under the and Nonvested and Nonvested  Compensation Plans
Plan Category Plan Shares Shares®) @
Equity compensation plans approved by securitydrs 2,000,001 350,82: $ 0.5¢ 672,57(
Equity compensation plans not approved by sechotgers None None N/A None
TOTAL 2,000,001 350,82: $ 0.5¢ 672,57(

(1) Includes grants of nonvested shares, for lwtfiere is no exercise price, but with respecthictvshares are awarded without cost when
the restrictions have been realized. Excludingriygact of the nonvested shares, the weighted ageragrcise price of outstanding
options is $29.41

(2) Excludes 976,609 exercised options and vestedshahéch are not available for-issuance

The Board believes that the Stock Plan is in thet in¢erests of the Company and its shareholdersguse it allows the Company to retain
reward its best employees by allowing the Compargmvtard nonvested performance shares of stockytemployees who achieve stated
performance metrics and remain employed by the Gompgduring the performance period. The Board expibett these incentives will
motivate employees to work harder toward accomjpigsthe continued growth and profitability of thei@pany, and will play a major role in
retaining and rewarding the high caliber employessential to the Company’s success. By grantingek@yloyees shares of stock, the
Company will enhance its ability to adequately cemgate its employees, and more closely align thigirests with the interests of its
shareholders.

Summary of the 2010 Stock Plan

The following is a summary of the terms of the 8tBtan. This summary is qualified in its entiretydeference to the complete text of the
Stock Plan, which is attached as Appendix A, wiigcheing mailed with this Proxy Statement. To tkieet that there is a conflict between
this summary and the Stock Plan, the terms of thek3Plan will govern.

Purpose.The purpose of the Stock Plan is to promote theesscof the Company by facilitating the employeent retention of competent
personnel by providing equity-based incentivesxeceative officers, directors and employees uponsehefforts the success of the Company
and its affiliates will depend to a large degrelee Btock Plan provides for new employee and reuarit stock grants, time-based nonvested
share grants, stock option grants, performanceebasevested share grants and Director Compenssttick awards.

Shares Available. Upon approval, the Stock Plan will include up t6(8,000 shares of Common Stock of the Companygestiy)
adjustment of such number in the event of futucedases or decreases in the number of outstankdargsof Common Stock of the Compi
effected as a result of stock splits, stock divatlercombinations of shares or similar transactionghich the Company receives no
consideration.

Administration. The Stock Plan is administered by the Compens&mmnmittee of the Board of Directors. The Compemsa@ommittee
has been given broad powers to administer andpirgethe Stock Plan, including the authority toedetine performance metrics, select the
individuals to be included as patrticipants, induatk to be granted shares and the particular feishhcanditions of each such award.
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Eligibility. All Directors, executive officers and other key dayges of the Company or any subsidiary may padiei and may be eligible to
receive stock grants, including, but not limited_timg-Term Incentive Compensation awards, purstatite Stock Plan.

Performance Goals. The Compensation Committee will determine thediigear or other performance period that will bedifor measuring
corporate and individual performance (each a “Rerémce Period”). The Compensation Committee wiklglgsh for each Performance
Period (a) the performance goals based on busamekfinancial criteria and (b) a formula for caktirig a participant’s stock award based on
actual performance compared to the pre-establippedrmance goals. Performance goals will be baseshe or more of the following
business and financial criteria: Revenue; revemaw/tl; operating income (before or after taxesg-mr after-tax income or loss (before or
after allocation of corporate overhead and boresnings or loss per share; net income or losebafr after taxes); return on equity; total
shareholder return; return on assets or net agggiseciation in and/or maintenance of the pricthnefCompany’s Common Stock; or any
other publicly-traded securities of the Companyrkatishare; gross profits; earnings or lossesydiog earnings or losses before taxes,
before interest and taxes, or before interest stadepreciation and amortization); economic valdéed models or equivalent metrics;
comparisons with various stock market indices; céidus in costs; cash flow or cash flow per shaefdre or after dividends); return on
capital (including return on total capital or retuon invested capital); cash flow return on investtnimprovement in or attainment of expe
levels or working capital levels, including caspecating margin; gross margin, year-end cash; o&sigin; debt reduction; shareholders
equity; operating efficiencies; market share; ratary achievements (including submitting or filiagplications or other documents with
regulatory authorities or receiving approval of aogh applications or other documents); strategitngrships or transactions; financial rai
including those measuring liquidity, activity, pritability or leverage; cost of capital or assets@mmanagement; financing and other capital
raising transactions (including sales of the Comyfsaaquity or debt securities); implementation, bation or attainment of measurable
objectives with respect to acquisitions and divesgs; factoring transactions; and recruiting araintaining personnel.

Amendment. The Board of Directors may, from time to time, sarsg or discontinue the Stock Plan or revise or ahitein any respect;
provided, (i) no such revision or amendment mayaimthe terms and conditions of any outstandingrdwathe material detriment of the
participant without the consent of the participaxtept as authorized in the event of merger, catetadn or liquidation of the Company,

(i) the Stock Plan may not be amended in any matia will (a) materially increase the number baes subject to the Stock Plan except as
provided in the case of stock splits, consolidatj@tock dividends or similar events, (b) changed#signation of the class of employees
eligible to receive awards; or (c) materially irgse the benefits accruing to participants undestbek Plan without the approval of the
shareholders, to the extent such approval is requiy applicable law or regulation.

Plan Benefits.No awards have been made under the 2010 Stockdtiate. Because future grants are subject toitiveetion of the
Committee, the future benefits that may be recebsedny individuals or groups under the Stock Rlannot be determined at this time.

Tax Consequences Nonvested shares are taxable as of the vestieg Mlgarticipant who, within 30 days after recaiyinonvested shares,
makes an election under Section 83(b) of the Cwikrecognize ordinary income on the date of ismeaof the stock equal to the fair market
value of the shares on that date. If a Section)38déztion is made, the holding period for the ebawill commence on the day after the shares
are received and no additional taxable incomelvéltecognized by the participant at the time ttereshvest. However, if shares subject to a
Section 83(b) election are forfeited, no tax deitucis allowable to the participant for the forésdtshares. Taxes will be withheld from the
participant on the amount of ordinary income redéoggh by the participant. The Company will be eattto a deduction at the same time and
in the same amount as the participant recognizesrie.

Vote Required. Approval of the adoption of the 2010 Stock Plequires the affirmative vote of a majority of votesst in person or
represented by proxy. Broker non-votes (i.e. wiweokers are prohibited from
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exercising discretionary authority for beneficialreers who have not returned a proxy) will be trdate abstentions. Under the Delaware
General Corporation Law, an abstaining vote isde@med a “vote cast or represented by proxy.” Assalt, abstentions are not included in
the tabulation of the results on the adoption ef2810 Stock Plan. No awards will be payable uttie2010 Stock Plan for the 2010 fiscal
year or thereafter if the Plan is not approvedtmrsholders

The Board of Directors Recommends a Vote FOR”
The Approval of the 2010 Stock Plan

PROPOSAL THREE
APPROVAL OF THE ANNUAL BONUS PLAN

The shareholders are being asked to approve theahBonus Plan which was approved by the Boardigddbors on March 19, 2010. The
Annual Bonus Plan (the “Bonus Plan”) is designethsd the awards made in accordance with it wiik§athe requirements for
“performance-based” compensation within the meaoingection 162(m) of the Internal Revenue Cod&3¥6, as amended (the “Code”).
Under Section 162(m) of the Code, as discussedwhéfie Company may not be able deduct for fedeme tax purposes the compense
paid to the CEO or any of the next three most kigbimpensated executive officers (other than th©)3b the extent that it exceeds
$1,000,000 in any year. Compensation in exces4 608,000 may be deducted if it qualifies as “perfance-based compensation” under
Section 162(m) of the Code.

One of the requirements for compensation to beedeas “performance-based compensation” is thamniterial terms of the performance
goals under which compensation may be paid beadisdito and approved by the Company’s shareholBergurposes of Code Section 162
(m) the material terms are (i) the employees dlgib receive compensation, (ii) a descriptionhaf triteria on which the performance goal
will be based and (iii) the maximum amount of comgagion that can be paid to an employee under tmei8Plan. Shareholder approval of
the Annual Bonus Plan is intended to constitute@ggd of each of the material terms, which are uésed below. The following summary of
the principal features of the Bonus Plan is quedifin its entirety by reference to the full textleé Bonus Plan, in Appendix B, which is being
mailed with this Proxy Statement.

Summary of the Annual Bonus Plan

Administration and Amount of Awards . The Compensation Committee of the Board of Daecfor a subcommittee thereof) will
administer the Bonus Plan. The Compensation Comen{tir subcommittee) consists solely of two or narectors of the Company who
qualify as “outside directors” under Section 162fh)he Code. The Compensation Committee will intet and determine all questions
relating to the Bonus Plan and take any actioeétnds necessary or advisable for its proper admatimt. All decisions of the Compensation
Committee shall be final, conclusive and bindingtee Company, Bonus Plan participants and any pesm claims a benefit or right to an
award under the Bonus Plan. Subject to the terntiseoBonus Plan, the Compensation Committee hasalleediscretion to determine the
amounts, terms and conditions of each award. Théman amount payable to a participant under an dwader the Bonus Plan in any 12-
month period is $2,000,000.

Eligibility. The Company’s CEO and any other executive offiéehe@ Company or of any affiliate may be selectgdi® Compensation
Committee to receive an award under the Bonus fetaany year. The selection must occur within 99dafter the beginning of the
Performance Period (as defined below) or, if thédPmance Period is less than 12 months, priohéoetxpiration of 25% of the Performance
Period.

Performance Goals. Under the Bonus Plan, the Compensation Committkeetermine the fiscal year or other performapeeiod that will
be used for measuring actual performance (eackeddance Period”). The Compensation Committekegiiablish for each Performance
Period (a) the performance goals based on
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business and financial criteria and (b) a formolacilculating a participant’s award based on dgtegormance compared to the pre-
established performance goals. The actions of trapeénsation Committee described in the prior twaesgces must take place within

90 days after the beginning of the PerformanceoBdpr, if the Performance Period is less than daths, prior to the expiration of 25% of
the Performance Period). Performance goals wilidsed on one or more of the following businessfemaahcial criteria: Revenue; revenue
growth; operating income (before or after taxesy: pr after-tax income or loss (before or aftévadtion of corporate overhead and bonus);
earnings or loss per share; net income or los®(beafr after taxes); return on equity; total shaléér return; return on assets or net assets;
appreciation in and/or maintenance of the pricthefCompany’s Common Stock; or any other publichgéd securities of the Company;
market share; gross profits; earnings or lossefu@ing earnings or losses before taxes, befoeeant and taxes, or before interest, taxes,
depreciation and amortization); economic value-dddedels or equivalent metrics; comparisons withiowes stock market indices;
reductions in costs; cash flow or cash flow perstipefore or after dividends); return on capitatiuding return on total capital or return on
invested capital); cash flow return on investmé@nprovement in or attainment of expense levels orking capital levels, including cash,
operating margin; gross margin, year-end cash; gasigin; debt reduction; shareholders equity; apagaefficiencies; market share;
regulatory achievements (including submitting tingj applications or other documents with regulatauathorities or receiving approval of
any such applications or other documents); strategitnerships or transactions; financial ratinsluding those measuring liquidity, activity,
profitability or leverage; cost of capital or assehder management; financing and other capitsingtransactions (including sales of the
Company'’s equity or debt securities); implementatmompletion or attainment of measurable objestivih respect to acquisitions and
divestitures; factoring transactions; and recrgitamd maintaining personnel.

The performance goals may be based solely by referto the Compang’performance or the performance of one or moiksaéfs, divisions
business segments or business units, or basedthpoelative performance of other companies or wmomparisons of any of the indicator:
performance relative to other companies. The Cosgatan Committee may also exclude under the teffrttsegperformance awards, the
impact of an event or occurrence which the Committetermines should appropriately be excludedudhiag (i) restructurings, discontinued
operations, extraordinary items, and other unusuabn-recurring charges, (ii) an event eitherdiagctly related to our operations or not
within the reasonable control of management, rtfie cumulative effects of tax or accounting aasin accordance with U.S. generally
accepted accounting principles.

At the end of each Performance Period, the Compiens@ommittee will determine the extent to whible {performance goals for participa
were achieved. The Compensation Committee willrdgtee the actual award (if any) for each particigaased on the level of actual
performance achieved. However, the Compensationnditiee retains discretion to eliminate or redueedhtual award payable to any
participant below that which otherwise would begialg under the applicable formula. The Committeg nat waive achievement of
performance goals, except in the case of deatisability. Awards under the Bonus Plan will be palgain cash unless the Committee in its
discretion decides to make payment in the form stbak-based award to the extent permissible uthge€ompany’s 2010 Stock Plan.

Amendment and Termination of the Annual Bonus PlanThe Board of Directors may amend or terminate theu® Plan at any time. In
order to maintain the plan’s qualification undectim 162(m), material amendments of the Bonus Riast be approved by the Company’s
shareholders. No amendment or termination may intpairights of a participant under the terms otesard previously made to the
participant without the participant’s consent.

Federal Income Tax ConsequencesParticipants will realize ordinary income equathe amount of any cash award paid to them in tlae ye
it is received. A stock-based award made undestibekholder approved 2010 Stock Plan may haverdiftedax consequences depending on
the type of award. Generally, the Company will hétked to a deduction for the amount of ordinargdme realized by each participant.
However, if an award under the Annual Bonus Plaa participant, who is subject to the deductiorithtion under Section 162(m) of the
Code, fails to qualify as “performance-based corspgon” under the requirements of Section 162(nthefCode, the Company’s
compensation deduction with respect to such
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participant shall be limited to $1 million, includj all other amounts paid to such participant ichsyear which also do not qualify as
performance-based compensation.

Vote Required. Approval of the adoption of the Annual Bonus Plaquires the affirmative vote of a majority of votast in person or
represented by proxy. Broker non-votes (i.e. wiweokers are prohibited from exercising discretigrauthority for beneficial owners who
have not returned a proxy) will be treated as attistes. Under the Delaware General Corporation Laawabstaining vote is not deemed a
“vote cast or represented by proxy.” As a resuistantions are not included in the tabulation efrisults on the adoption of the Annual
Bonus Plan. No awards will be payable under theuahBonus Plan for the 2010 fiscal year or theszaftthe Plan is not approved by
shareholders.

A copy of the complete text of the Bonus Plan iadted in Appendix B, which is being mailed witlistRroxy Statement.

The Board of Directors Recommends a Vote FOR”
The Approval of the Annual Bonus Plan

PROPOSAL FOUR
APPROVAL OF INDEPENDENT REGISTERED PUBLIC ACCOUNTIN G FIRM

Upon the recommendation of the Audit Committee,Bbard has appointed KPMG LLP as the Independegisiged Public Accounting
Firm for the Company, to audit its consolidatedhfinial statements for the year ending Decembe2@Il), and to audit the effectiveness of
its internal control over financial reporting asécember 31, 2010. Even if the selection of KPM® lis ratified by the shareholders, the
Audit Committee, in its discretion, may select Hatent independent registered public accounting fat any time during the year if it
determines that such a change would be in theiltesests of the Company and its shareholders.

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

The Board of Directors Recommends a Vote “FOR” théRatification of the Appointment of KPMG LLP as the Company’s
Independent Registered Public Accounting Firm for he Year Ending December 31, 2010.

2011 Shareholder Proposals, Director Nominations ahOther Matters

A shareholder proposal may be considered for immium the Company’s proxy statement for the 20ddual meeting pursuant to Rule 14a-8
of the Securities Exchange Act of 1934 (the “Exgf@Act”). A shareholder wishing to nominate a Director caatidnust be an owner of t
Company’s stock who meets the eligibility standardder Rule 14a-8 for submitting such a proposaktrhave owned the Company’s
common stock for at least one year, must continouan the stock through the date of the 2011 anmesiting and must attend the 2011
annual meeting in person. The Company’sl&ys and Certificate of Incorporation provide thay shareholder of record entitled to vote ¢
annual meeting who intends to make a nominatiofoector must notify the Corporate Secretary iiting not less than 60 days and not
more than 90 days prior to the anniversary dateefmmediately preceding annual meeting. The raticst meet other requirements
contained in the Company'’s By-laws and Certifiaafténcorporation, copies of which are availabletio@ Investor Relations page on the
Company’s website at www.portfoliorecovery.cof@opies of such documents can also be obtainedtihe Corporate Secretary at the
address set forth herein, or from the SEC. All shalder proposals must be received at the Compaegdquarters on or before
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December 24, 2010. Any proposals submitted thereafill be opposed as not having been timely filEke Nominating and Corporate
Governance Committee will consider any qualifiethimees for Board membership timely submitted byeifalders. The candidate’s name
and a detailed background of the candidate’s doalibns must be sent to the attention of the CatigoSecretary, and should include the
candidate’s principal occupations or employmend loeler the past five years, and a written staterftent the candidate indicating his or her
willingness to serve if elected. Generally, cantiddor the position of director must be highly kified and should have broad training and
experience in their chosen fields. They should edpoesent the interests of all shareholders ahthose of any special interest group.

The Nominating and Corporate Governance Commititevaluate any shareholder recommendations téfratviewing the materials
submitted by shareholders concerning a candidaeNbminating and Corporate Governance CommittBevas 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&lateane 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 édaig's relevant experience in relation to the capageditilready 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 gleareholders of potential director candidatesdémsideration at the 2010 Annual
Meeting.

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

Additional Information

There are a number of other sources for additimfiaimation about the Company. The Company fileartgrly and annual reports, proxy
statements and other information with the SEC, mafalhich can be accessed through the SEC’s Wel{ &ittp://www.sec.goy, or can be
reviewed and copied at the SEC’s Public RefereramaniRat 100 F Street N.E., Washington, D.C. 2054a4de call (800) 732-0330 for
further information on the Public Reference Roofme Tompany’s Web site, at http://www.portfolioreeox.com,also provides additional
information about the Company, including documehéd have been filed with the SEC. Printable varsiof committee charters and other
governance documents can be found on the CorpGraternance section of the Company’s Web site, wbarhbe found at
http://phx.corporatér.net/phoenix.zhtml?c=135456&p=IRGgovHighlights. Please note that the information contained on\eb site does
not constitute a part of this Proxy Statement.

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

mailing of this Proxy Statement, the proxy care, tiotice regarding the Internet availability of yyonaterials 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. Initamit, proxies may be solicited by
directors, officers and regular employees of thenany, 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 ava@#zon the internet and are being mailed to shddeh®who requested printed versions.
Additionally, these materials and the
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Company’s Annual Report on Form 10-K for the yaaaledd December 31, 2009, as filed with the SEC alrfthancial statements or
schedules required to be filed with the SEC purst@Rule 13a-1 may be obtained from the Investlafons page of our web site at
www.portfoliorecovery.com or by contacting the Company’s investor relatibaison at the Company’s headquarters, at 120 @atp

Blvd., Norfolk, VA 23502. A copy of the Company’snAual Report on Form 10-K, and other periodic §jiralso may be obtained from the
SEC’s EDGAR database at www.sec.gov

Electronic Delivery of Proxy Materials and Annual Report . Instead of receiving paper copies of Proxy Stat@siand Annual Reports in
the mail, shareholders may elect to access thexypmaterials online at http://www.cstproxy.com/oliorecovery/201Q The Company
encourages all shareholders to make the electiobttin their proxy materials online in order teesghe Company the cost of producing and
mailing these documents, reduce the amount of Bblher mail and help preserve environmental resesurc

This Proxy Statement is dated as of April 23, 201X.ou should not assume that the information contaied in this Proxy Statement
is accurate as of any date other than the date dfis Proxy Statement. The furnishing of this Proxy &tement to shareholders shall
not create any implication to the contrary.

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

D I

Secretary
Norfolk, Virginia
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APPENDIX A
PORTFOLIO RECOVERY ASSOCIATES

2010 STOCK PLAN

1. PURPOSE

This Portfolio Recovery Associates 2010 StBtdn constitutes a further amendment and restatemhéime Amended and Restated
Portfolio Recovery Associates 2002 Stock OptiomRlad 2004 Restricted Stock Plan, and shall beresf¢o hereafter as the “Plan.” The
purposes of the Plan are to encourage selectedgegd, key consultants and directors of Portfokad¥ery Associates, Inc., a Delaware
corporation (together with any successor therém,'€ompany”), or any present or future Subsid{@y defined below) of the Company to
acquire a proprietary interest in the growth andgseance of the Company, to enhance the abilithefCompany to attract, retain and
reward qualified individuals upon whom, in largeasere, the sustained progress, growth and prdifitabf the Company depend and to
motivate such individuals to contribute to the asleiment of the Company’s business objectives aatign the interest of such individuals
with the longer term interests of the Company’skhmlders.

2. DEFINITIONS
As used in the Plan, the following termslishave the meanings set forth below:
(@) “Award’ shall mean a grant of Options, Restricted (none@s®hares, and/or Deferred Stock to a Particif
(b) “Board’ shall mean the Board of Directors of the Comp:
(c) “Code” shall mean the Internal Revenue Code of 1986, anded from time to time

(d) “Committee” shall mean the Compensation Committee of the BoaRirectors of the Company (the “Board”). The Coittee shall
consist of two or more members of the Board, ned than two (2) of whom shall be both an “outsidleaior” within the meaning of
Section 162(m) of the Code and a “non-employeectiré within the meaning of Rule 16b-3, as from¢itio time amended
(“Rule 16t-3"), promulgated under Section 16 of the Securities Bmgk Act of 1934, as amended (“Exchange Ac").

(e) “Fair Market Value” shall mean, with respect to Shares or other séesirthe fair market value of the Shares or otheusties
determined by such methods or procedures as ghatablished from time to time by the Committegand faith or in accordance
with applicable law. Unless otherwise determinedh®yCommittee, the Fair Market Value of Shared shean (i) the closing price
per Share of the Shares on the principal natice@lrities exchange on which the Shares are thdimgraif any, on such date, or, if
the Shares were not traded on such date, thereamettt preceding trading day during which a satuged; or (i) if the Shares are
not traded on a national securities exchange leujaoted on an intatealer quotation system, (1) the last sales pificbe Shares a
then quoted on an inter-dealer quotation systeni@@)athe mean between the closing representativamd asked prices (in all other
cases) for the Shares on such date as reportasthygsiotation system; or (iii) if the Shares arepublicly traded on a national
securities exchange and not quoted on an oieafer quotation system, the fair market valudtierShares on such date as deterrn
in good faith by the Committe




(f)
(@)
(h)
(i)
0

(k)

()

(m)

(n)

(0)

(p)

(a)

()

(s)

(®

(u)

“Incentive Stock Option’shall mean an option granted under the Plan thdgsignated as an incentive stock option within the
meaning of Section 422 of the Code or any succegsseision thereta

“Independent Director’shall mean each member of the Board who meets#tdéar an “independentfirector as promulgated by t
Securities and Exchange Commission and the stodkagge or quotation system on which the Sharetharelisted or quotet

“Key Employee”shall mean any officer, director or other employéd® is a regular fultime employee of the Company or its pres
and future Subsidiaries, so designated by the Cttenax

“Nor-Qualified Stock Optic” shall mean an Option granted under the Plan thaitislesignated as an Incentive Stock Opt

“Non-Employee Restricted Shareshall mean nonvested Shares of the Common Statiedompany which are available under
Plan for award to any person who on the date ohtdsaa member of the Board of Directors of the @any and is not an employee
of the Company or of any Subsidiary of the Compasytlefined in Code Section 424

“Optior” shall mean an Incentive Stock Option or a -Qualified Stock Option

“Option Agreement”or “Restricted Stock Agreementshall mean a written agreement, contract or otigrument or document
evidencing an Option or Restricted Share, respelgtigranted under the Plan, and shall specifiDthie of the Grant, the Price for
Grants of Options, vesting provisions and any i&t&tns with respect to Grants of Restricted She

“Participant” shall mean a Key Employee, key consultant (as ohéted by the Committee) or non-employee Directoowhs been
granted Restricted Shares under the F

“Performance Based Restricted Sharesiall mean nonvested Shares awarded to Participar@s incentive to achieve certain
performance goal:

“Time Based Restricted Shareshall mean nonvested Shares awarded to Participaras incentive to become employed or remain
employed by the Company for a specified periodroét

“Person” shall mean any individual, corporation, partnershgsociation, joint-stock company, trust, unincogped organization or
government or political subdivision there

“Restricted Share"shall mean a share of nonvested Common Stockiatestias to transferability or sale for such tired/or under
such conditions, as the Committee shall deternanarded to a Participant pursuant to Section 3 sabgkect to the terms and
restrictions set forth in a Restricted Stock Agreamupon the award of the Restricted Share t@#récipant.

“Restricted Stock Agreemenshall mean a written agreement, contract or otirument or document evidencing a Restricted ¢
granted under the Pla

“Rule 16b-3" shall mean Rule 16b-3 promulgated by the SecudtiesExchange Commission under the Securities ExgehAct of
1934, as amended, or any successor rule or reguldiereto

“Shares” shall mean the common stock of the Company, $0a®Vg@lue, and such other securities or properipag become the
subject of Options or Restricted Shares pursuatfitetd®lan

“ Subsidiar” shall have the meaning ascribed thereto in Codeddet24(f).




(v) “Ten Percent Stockholdershall mean a Person, who together with his or peuse, children and trusts and custodial accoonts f
their benefit, immediately at the time of the grahin Option and assuming its immediate exereigeld beneficially own, within
the meaning of Section 424(d) of the Code, Shamssgssing more than ten percent (10%) of the ¢otabined voting power of all
of the outstanding capital stock of the Compangror Subsidiary of the Compar

3. ADMINISTRATION

(2) Generally. The Plan shall be administered by the Committatsalesignees. Unless otherwise expressly provid¢he Plan, all
designations, determinations, interpretations a@hdradecisions under or with respect to the PlaangrOption or Restricted Share
shall be within the sole discretion of the Comndftmay be made at any time, and shall be finaklogive, and binding upon all
Persons, including the Company, any Participant,reder or beneficiary of any Option or Restric&ftare, any stockholder of the
Company and any employee of the Compi

(b) Powers Subject to the terms of the Plan and applicablednd except as provided in Section 7 hereofCaramittee shall have full
power and authority to: (i) designate Participaitsdetermine the type or types of Options togoanted to each Participant under
Plan, (iii) make awards of nonvested Shares (“fRestt Share Awards”, and sometimes collectivehhvilite grant of Options,
“Grants”); (iv) determine the number of Shares ¢calvarded; (v) determine the terms and conditibrasp Grant; (vi) determine
whether, to what extent, and under what circum&s@ptions may be settled or exercised in casheShather Options, or other
property, or canceled, forfeited, or suspended thadnethod or methods by which Options or Graray bre settled, exercised,
canceled, forfeited, or suspended; (vii) intermed administer the Plan and any instruments oreaggats relating to Grants made
under the Plan; (viii) establish, amend, suspengaive such rules and regulations and appoint sigeimts as it shall deem
appropriate for the proper administration of therPland (ix) make any other determination and sakeother action that the
Committee deems necessary or desirable for thergsinaition of the Plan. The Committee may dele¢mtene or more of its
members or to one or more agents or entities sdictindstrative duties as it may deem advisable,tardCommittee or any person to
whom it has delegated duties as aforesaid may gngple or more persons to render advice with respeaty responsibility the
Committee or such person may have under the Pl Cbmmittee shall have the authority in its disoreto delegate powers to
specified officers of the Company, consistent wlith terms of this Plan and subject to such rekgtrist if any, as the Committee may
specify when making such delegati

4. SHARES AVAILABLE FOR OPTIONS AND RESTRICTED SHAR ES
(a) Shares Available. Subject to adjustment as provigedin:

(i) Limitation on Number of Shares he total aggregate number of Options and RéstliShares that may be issued under the Plan
are limited such that the maximum aggregate nurab8hares which may be issued pursuant to, or &yore of, Grants of
Options or Restricted Shares is 2,000,000. FurtieRarticipant shall be granted more than 200R&étricted Shares, or gran
Options to purchase more than 200,000 Sharesaatagt any combination of Options and Restrictedeéthavhich taken
together would total more than 200,000 in any éseaf year; provided, however, that the Committes mdopt procedures for
the counting of Shares relating to any grant ofi@yst or Restricted Shares to ensure appropriateticy avoid double countin
and provide for adjustments in any case in whiehrthmber of Shares actually distributed differsrftthe number of Shares
previously counted in connection with such Gramttie extent that an Option or Restricted Sharatgtaceases to remain
outstanding by reason of termination of rights ¢gdrthereunder, forfeiture or otherwise, the Refgtd Shares or Shares subject
to such Option shall again become available forrdwader the Plar




(b)

(©

(d)

(€)

(i) Sources of ShareAny Shares delivered pursuant to an Option otriRésd Share award may consist, in whole or irt,r
authorized and unissued Shares or of treasury Sl

Adjustments In the event that the Committee shall determira¢ &ny change in corporate capitalization, such @isidend or other
distribution of Shares, or a corporate transactoigh as a merger, consolidation, reorganizatigradial or complete liquidation of
the Company or other similar corporate transaaioevent, affects the Shares such that an adjusisidatermined by the
Committee to be appropriate in order to prevenitiih or enlargement of the benefits or potenteidfits intended to be made
available under the Plan, then the Committee simadiich manner as it may deem necessary to prelilation or enlargement of the
benefits or potential benefits intended to be mattber the Plan, adjust any or all of (x) the nundat type of Shares which
thereafter may be made the subject of Grants dfriReesl Shares or Options, (y) the number and tfffghares subject to outstand
Options, and (z) the grant, purchase, or exercise pith respect to any Option or Restricted Shere purchase, or exercise price
with respect to any Option, or, if deemed apprdprimake provision for a cash payment to the hadfl@ny outstanding Option or
Restricted Share; provided, however, in each ¢hag(i) with respect to Incentive Stock Optionssuzh adjustment shall be
authorized to the extent that such adjustment woalde the Plan to violate Section 422 of the @uday successor provision
thereto; (ii) such adjustment shall be made in snahner as not to adversely affect the statusyfgtion or Grant of Restricted
Shares as “performance-based compensation” undénsd 62(m) of the Code; and (iii) the number ba&s subject to any Option
denominated in Shares shall always be a whole nurAlpg determinations made by the Committee purstathis provision shall
be conclusive

Limits on TransfersSubject to Code Section 422, no Options or Restti&hares, and no rights thereto, shall be asdgrallenable
saleable or transferable by a Participant othertiiaa by will or by the laws of descent and disitibn, and any such Options, anc
rights under any such Options shall be exercisdibtang the Participant’s lifetime, only by the Reigant or, if permissible under
applicable law (including Code Section 422, in thse of an Incentive Stock Option), by the Paricifs guardian or legal
representative. No Options or Restricted Sharasnarrights under any such Options or Restricteat &) may be pledged, alienal
attached, or otherwise encumbered, and any purpphtglge, alienation, attachment, or encumbraree i shall be void and
unenforceable against the Company. Notwithstanttiagoregoing, the Committee may, in its discretigmovide that Non-Qualified
Stock Options or Restricted Shares may be trar@feraiithout consideration, to immediate family nimrs (i.e., children,
grandchildren or spouse), to trusts for the beméfiuch immediate family members and to partnesshi which such family
members are the only partners. The Committee maghato such transferability feature such termscaordiitions as it deems
advisable. Any beneficiary, guardian, legal repnésitve or other person claiming any rights untier®lan from or through any
Participant shall be subject to all terms and ciions of the Plan and any Option Agreement or Restt Share Agreement
applicable to such Participant, except as otherdégermined by the Committee, and to any additioestrictions deemed necessary
or appropriate by the Committe

Tax Withholding. The Company or any Subsidiary is authorized thhald from any Option granted or from any RestiicEhare
Award any payment relating to an Option or RestdcBhare under the Plan, any amounts of fedeasd st local withholding and
other taxes due in connection with any transadtivonlving the grant of an Option or Restricted Shand to take such other action
as the Committee may deem advisable to enabledhg@ny and Participants to satisfy obligationsfierpayment of withholding
taxes and other tax obligations relating to anyi@por Restricted Share. This authority shall idewauthority to withhold or receive
Shares (which shall be valued at the fair marktevan the date of payment) or other property, tantake cash payments in respect
thereof in satisfaction of a Particip’s tax obligations

Regulatory Requiremenf8here is no obligation under the Plan that anyi€épant be advised by the Committee of the existenfc
the tax or the amount required to be withheld. Nibtstanding an




other provision of this Plan, the Committee nrapose conditions on payment of any other oblaratias may be required to satisfy
applicable regulatory requirements, including withlimitation, any applicable requirements of the&ekange Act

5. ELIGIBILITY

In determining the employees who may be careid “Key Employees,” Persons to whom Options atfeted Shares shall be granted
and the number of Restricted Shares or Optiong tgréanted, the Committee shall take into accoumntture of the Person’s duties, such
Person’s present and potential contributions tostleeess of the Company and such other factotshall deem relevant in connection with
accomplishing the purposes of the Plan. A Key Eygxdowho has been granted Options or RestricteceShander the Plan may be granted
additional Options or Restricted Shares, subjesttth limitations as may be imposed by the Codthemgrant of Incentive Stock Options.
Notwithstanding anything herein to the Contrary Rasticipant shall have any right or entittementaatinued employment for any period,
to receive any Options or Restricted Shares. Iiaei@tock Options and Restricted Shares constguyserformance based compensation
within the meaning of Section 162(m) of the Cod@)yrbe granted only to Key Employees of the Compamyf any Subsidiary of the
Company.

6. OPTIONS

The Committee is hereby authorized to grarttaDp to Participants upon the following terms émal conditions (except to the extent
otherwise provided in Section 7) and with such toldal terms and conditions, in either case nobmsistent with the provisions of the Plan,
as the Committee shall determine:

(a) Exercise Price The exercise price per Share purchasable undéor@gshall be determined by the Committee atithe the Option
is granted but generally shall not be less tharFtieMarket Value of the Shares covered therelietime the Option is grante

(b) Option Term The term of each Non-Qualified Stock Option sbalffixed by the Committee but generally shall exxteed ten
(10) years from the date of gra

(c) Time and Method of Exercis&’he Committee shall determine the time or timestdach the right to exercise an Option may vest,
and the method or methods by which, and the forforons in which, payment of the option price wi#spect to exercises of such
Option may be made or deemed to have been madeding, without limitation, (i) cash, Shares, oatsiing Options or other
consideration, or any combination thereof, havirfkgpa Market Value on the exercise date equal ¢éoréfievant option price and (i) a
broker-assisted cashless exercise program estadblishthe Committee), provided in each case that methods avoid “short-
swing” profits to the Participant under Section 16(b)haf Securities Exchange Act of 1934, as amendedpajment of the exerci:
price of an Option may be made in a single payroettansfer, in installments, or on a deferred ©asieach case in accordance v
rules and procedures established by the Comm

(d) Incentive Stock OptionsAll terms of any Incentive Stock Option grantedlar the Plan shall comply in all respects with the
provisions of Section 422 of the Code, or any sss&oeprovision thereto, and any regulations proateld thereunder including that,
()(A) in the case of a grant to a Person thabisanTen Percent Stockholder the purchase pricSipare purchasable under Incentive
Stock Options shall not be less than the Fair Maviedue of a Share on the date of grant and (Bhéncase of a grant to a Ten
Percent Stockholder the purchase price per Shachg@sable under Incentive Stock Options shall edebs than 110% of the Fair
Market Value of a Share on the date of grant aijdh@ term of each Incentive Stock Option shalfiked by the Committee but sh
in no event be more than ten (10) years from the digrant, or in the case of an Incentive Stopki@h granted to a Ten Percent
Stockholder, five (5) years from the date of gr.




7. RESTRICTED SHARES

The Committee is hereby authorized to grana/ds of nonvested Restricted Shares, includingoReence-Based or Time-Based
Restricted Shares and Non-employee Director RéstriShares to Participants upon the following teamd conditions and with such
additional terms and conditions, in either caseimminsistent with the provisions of the Plan,fes€ommittee shall determine. Each
Restricted Share Award under the Plan shall beinadtectronic form in the name of the Participanevidenced by a stock certificate of the
Company, registered in the name of the Participalhsuch Awards shall also be evidenced by a Rasft Stock Agreement in such form as
the Committee shall prescribe from time to timee Restricted Share Awards shall comply with thiofeing terms and conditions and with
such other terms and conditions not inconsistetit thie terms of this Plan as the Committee, idigsretion, shall establish.

(a) Stock Legends; Prohibition on Dispositi@ertificates for Shares of Restricted Shares may ae appropriate legend, if appropriate,
referring to any restrictions to which they maysject. If such Certificates bear a restricte@ el any attempt to dispose of any
Shares in contravention of such restrictions ghalhull and void and without effect. Upon the eapan or termination of the
Restricted Period and the satisfaction of any otbeditions prescribed by the Committee, the retitns applicable to Restricted
Shares shall lapse, and such Shares may be deljfere of all such restrictions, to the Participanthe Participant’s beneficiary or
estate, as the case may

(b) Termination of Service and Forfeituta.the case of Participants who are employeeseoCibmpany or any of its Subsidiaries, the
Committee shall determine the extent to which #strictions on any Restricted Share Award shafidaypon the termination of the
employee Participant’s service to the Company tn8ubsidiaries, due to death, disability, retiretror for any other reason. Except
as otherwise determined by the Compensation Comenitipon termination of employment for any reasbataoever, during the
restriction period, any portion of a Restricted i€haward which has not vested shall be forfeitedHs/Participant and reacquired by
the Company, in which case, the Participant, dbethwith deliver to the Secretary of the Compangtsinstruments of transfer, if
any, as may reasonably be requested or requireedrisfer the Shares back to the Comp:

(c) Effect of Attempted TransfeNo interest in any Restricted Share Award shaBidgect in any manner to anticipation, alienation,
sale, transfer, assignment, pledge, encumbrancieange, and any such attempted action shall be Maicuch interest in any
Restricted Share Award shall be in any mannerdiédnl or subject to debts, contracts, liabilitiesgagements or torts of any
Participant or beneficiary. If any Participant enleficiary shall attempt to anticipate, alienaédl, ransfer, assign, pledge, encumber
or charge any benefit payable under or intereahinRestricted Share Award, then the Committeis idiscretion, may hold, or may
apply such benefit or interest or any part theteddr for the benefit of such Participant, beneiigi spouse, children, blood relatives
or other dependents, or any of them, in any sualneraand such proportions as the Committee mayidemgroper

(d) Rights as a Stockholddynless the Board otherwise provides, holders oksted Restricted Shares shall have no rights as
shareholders of the Company. A Participant shalbecentitled to delivery of a stock certificatetiuthe Shares vest, any applicable
restricted period shall have lapsed, and the Raatit has paid the $.01 per Share par value dbtiages awarded. All distributions, if
any, received by a Participant with respect to ieetl Shares as a result of any stock split, stticiklend, combination of Shares or
other similar transaction shall be subject to gopliaable restrictions in the original Awal

(e) PerformancdBased Restricted Sharéswvards of Performance-Based Restricted Shareswwrded to qualify as performance-based
for the purposes of Section 162(m) of the Code. Committee shall provide that the Restricted Peaipglicable to such Restricted
Shares shall lapse if certain performance goalsetrattained within p-established time frame




Performance goals may be based on one or more ébllbwing criteria: revenue; revenue growth; agigrg income (before or after taxes);
pre- or after-tax income or loss (before or afteycation of corporate overhead and bonus); eamardoss per share; net income or loss
(before or after taxes); return on equity; totadrelinolder return; return on assets or net asggiseaation in and/or maintenance of the price
of the Shares or any other publicly-traded se@gitif the Company; market share; gross profitsiilegs or losses (including earnings or
losses before taxes, before interest and taxdmefore interest, taxes, depreciation and amortimgtieconomic value-added models or
equivalent metrics; comparisons with various staekket indices; reductions in costs; cash flowasthcflow per share (before or after
dividends); return on capital (including returntoteal capital or return on invested capital); clietv return on investment; operating margin;
gross margin; year-end cash; cash margin; debttiedy shareholders equity; operating efficienciearket share; employee satisfaction;
strategic partnerships or transactions; finaneitbs, including those measuring liquidity, actyiprofitability or leverage; cost of capital or
assets under management; financing and other tegigang transactions (including sales of the Camyps equity or debt securities);
implementation, completion or attainment of mealsigrabjectives with respect to research, developnaeguisitions and divestitures;
factoring transactions; and recruiting and maintajrpersonnel.

The performance goals may be based sbiefgference to the Company’s performance antéperformance of a particular
Subsidiary or operating unit, or based upon thatired performance of other companies or upon coisas of any of the performance goal
criteria relative to other companies. The Committesy also exclude under the term of the potentzhBonuses, the impact of an event or
occurrence which the Committee determines shoytdogpiately be excluded, including (i) restructgsn discontinued operations,
extraordinary items and other unusual or non-réegicharges, (i) an event either not directly tethto the Company’s operations or not
within the reasonable control of Company manageroe(iti) the cumulative effects of tax or accoungtichanges in accordance with U.S.
generally accepted accounting principles .

Following the conclusion of each perfonoa period, the Committee will determine the exterwhich the performance goals for the
Recipients were achieved. The Committee will debeenthe actual award (if any) for each Recipierstidabon the level of actual performance
achieved.

8. RESTRICTED SHARES AWARDED TO NON-EMPLOYEE DIRECT ORS

Each non-employee Director who was not a memb#reBoard as of the date of the approval of tha Bjathe Company’s shareholders
shall be granted 2,000 Restricted Shares at treedimh Independent Director joins the Board. Arghd@rant shall be subject to the terms of
a Restricted Share Agreement, which shall proviéé $uch Shares shall vest over a period of fieessén equal annual installments,
beginning on the first anniversary date of the Grahereafter, non-employee Directors shall betledtito receive 1,000 Restricted Shares
annually, beginning on the day of the Annual Megtifh Shareholders following the first anniversaagedof their appointment to the Board.
Any such Grant shall be subject to the terms oésticted Stock Agreement, which shall provide thath Shares shall vest in one year. Each
non-Employee Director who was a member of the Beaiat to the approval of the Plan shall automdiidae granted 1,000 Restricted
Shares annually, beginning on June 4, 2010 and R@8tricted Shares each year thereafter, at theaiMeeting of Shareholders. Such
Shares shall be subject to the terms of a Regdri8teck Agreement, which shall provide that suchr8é shall vest in one year. All such
Grants, shall be made exclusively to Directorshef Company who are not employees of the Compaanyof its Subsidiaries. The
Committee may impose such additional restrictiams$ @onditions on any Award to non-employee Direxts the Committee deems
appropriate, and may waive any such additionatiotisins and conditions applicable to such ShaBgants of Restricted Shares shall have
their restrictions accelerated (a) three monther difte date a non-employee Director ceases to ssraeDirector of the Company due to
physical or mental disability, (b) in the eventeofion-employee Director’s death, or (c) in evenba- employee Director reaches the age of
seventy-five, having served on the Board for ns$ linan five consecutive years. In such eventStteges related to such Grant shall be
delivered to the Director or, in the event of deédhsuch Director’s beneficiary as soon as adrratisely feasible after such event.




9. AMENDMENT AND TERMINATION

Except to the extent prohibited by laggble law and unless otherwise expressly providezh Option or Restricted Stock Agreement

or in the Plan:

(@)

(b)

Amendments to the PlarThe Plan may be wholly or partially amended deotvise modified, suspended or terminated at ang ti
from time to time by the Board, but no amendmeatldfe effective without the approval of the stockters of the Company if such
approval would be required under Sections 162(n)2@r of the Code, Rule 16b-3, by any other lawute of any governmental
authority, the NASDAQ Stock Exchange, or other-seffulatory organization to which the Company ntentbe subject. Except as
may be otherwise provided herein, neither the ammemd, suspension nor termination of the Plan shéthout the consent of the
holder of such Option or Restricted Share, altémair any rights or obligations theretofore gegh

Correction of Defects, Omissions, and Inconsites) The Committee may correct any defect, supply@nission or reconcile any
inconsistency in the Plan or any Option or grariRestricted Shares in the manner and to the eittelnall deem desirable to carry
the Plan into effec

10. GENERAL PROVISIONS

(@)

(b)

(©

(d)

No Rights to Award:.. No Key Employee shall have any claim to be grdiatey Restricted Shares or Option under the Plahttzere
is no obligation for uniformity of treatment of K&mployees or holders or beneficiaries of OptionRestricted Shares under the
Plan. The terms and conditions of Options or Retslri Shares need not be the same with respecthoRaaticipant. If any Shares
subject to an Option Grant or Restricted Share Aveaie forfeited, canceled, exchanged or surrendarédh Grant otherwise
terminates or expires without a distribution of &isato the Participant, the shares of Common Stdgitkrespect to such Grant shall,
to the extent of any such forfeiture, cancellatexghange, surrender, termination or expiratioajrage available for Grants under
the Plan

No Right to Employmer. The grant of an Option or of Restricted Shared! stot be construed as giving a Participant thhtrto be
retained in the employ of the Company. Further Gbenpany may at any time dismiss a Participant feomployment, free from any
liability, or any claim under the Plan, unless otfise expressly provided in the Plan or in any @ptgreement or Restricted Share
Agreement. In the event of termination of employtreard termination or loss of rights to Shares grdiftereunder, by forfeiture or
otherwise, any such Shares shall again becomeabiailor award under the Ple

Governing Law and LegalityThe validity, construction, and effect of theiP&nd any rules and regulations relating to the Blall

be determined in accordance with the laws of tla¢eStf Delaware and applicable federal law. Anyasge or transfer of Options
and Shares pursuant to this Plan are subject applicable federal and state laws, rules and atiguis and to such approvals by any
regulatory or government agency which may be necgss advisable in connection therewith. Withautiling the generality of the
foregoing, no Grants may be made under this PldmarOptions or Shares shall be issued by the Coynpatil in any such case all
legal requirements applicable to the issuance haea complied with. In connection with any OptiorRestricted Share issuance or
transfer, the person acquiring the Shares or Osfiatl, if requested by the Company, give assurémtieze Company with respect to
such matters as may be necessary to assure coogpliath all applicable legal requiremer

Severability. If any provision of the Plan or any Option or Riesed Share Agreement is or becomes or is ded¢mbd invalid,
illegal, or unenforceable in any jurisdiction, oowd disqualify the Plan or any Option or Restric&ock Agreement under any law
deemed applicable by the Committee, s




provision shall be construed or deemed angktmleonform to applicable laws, or if it cannotdmnstrued or deemed amended
without, in the determination of the Committee, enitlly altering the intent of the Plan, such psien shall be deemed void, stricl
and the remainder of the Plan and any such Optidtestricted Stock Agreement shall remain in fatce and effect

(e) No Fractional ShareNo fractional Shares shall be issued or deliveradymant to the Plan or any Option or Restricted §hand the
Committee shall determine whether cash, other g&xsjror other property shall be paid or trangdrin lieu of any fractional Shares
or whether such fractional Shares or any rightestioeshall be cancelled, terminated, or otherwiisgiated.

() Headings Headings are given to the Sections and subssotibtine Plan solely as a convenience to faciliteterence. Such
headings shall not be deemed in any way materialevant to the construction or interpretatiornha Plan or any provision here:

11. EFFECTIVE DATE OF THE PLAN

The Plan originally became effective &blovember 4, 2002. The Plan as amended herebiyhedbme effective upon the adoption
thereof by the affirmative vote of a majority obskholders of the Company, present in person aesgmted by proxy, and entitled to vote
thereon at the Company’s 2010 Annual Meeting ottolders, or any adjournment or postponement tfiere




APPENDIX B
PORTFOLIO RECOVERY ASSOCIATES, INC.
ANNUAL BONUS PLAN

Portfolio Recovery Associates, Inc. (tB®@mpany”), a Delaware corporation, hereby estaklsand adopts the following Annual
Bonus Plan (the “Plan”) to provide incentive awattust are intended to qualify as “performance-basedpensation” within the meaning of
Section 162(m) of the Internal Revenue Code of 188@&mended.

1. PURPOSES OF THE PLAN

The purposes of the Plan are to advameterests of the Company and its stockholdedsagsist the Company in attracting and
retaining executive officers of the Company andhitiidiates who, because of the extent of theip@ssibilities can make significant
contributions to the Company’s success by theiitgpbindustry, loyalty and exceptional servicey,fgroviding incentives and financial
rewards to such executive officers.

2. DEFINITIONS

2.1."Affiliate” shall mean any corporation, partnership or othgawization of which the Company owns or controiseally or
indirectly, not less than 50% of the total combineting power of all classes of stock or other &giriterests.

2.2." Award” shall mean any amount granted to a Participadeuthe Plan.
2.3.“ Board” shall mean the board of directors of the Company.
2.4." Code” shall mean the Internal Revenue Code of 198@nasnded from time to time, and any successor theret

2.5." Committe€ shall mean the Compensation Committee of the Boarany subcommittee thereof formed by the Comgtiors
Committee to act as the Committee hereunder. Fqroses of satisfying the requirements of Sectid(ih$ of the Code and the regulations
thereunder, the Committee is intended to conslsetysof “outside directors” as such term is defirnedection 162(m) of the Code.

2.6."Disability” means any physical or mental condition of a Pauaict that in the opinion of the Committee rendbesRarticipant
incapable of continuing to be an employee of then@any and its Affiliates.

2.7." Participant” shall have the meaning set forth in Section 4.1.

2.8.“Performance Criteria” shall mean revenue; revenue growth; operating ircgimafore or after taxes); pre- or after-tax incane
loss (before or after allocation of corporate oeadhand bonus); earnings or loss per share; nahimor loss (before or after taxes); returr
equity; total stockholder return; return on assetset assets; appreciation in and/or maintenahttee@rice of the Shares or any other
publicly-traded securities of the Company; marketre; gross profits; earnings or losses (incluéiamings or losses before taxes, before
interest and taxes, or before interest, taxes edégion and amortization); economic value-addedet®or equivalent metrics; comparisons
with various stock market indices; reductions istespcash flow or cash flow per share (before tarafividends); return on capital (including
return on total capital or return on invested apitash flow return on investment; improvemensirattainment of expense levels or work
capital levels; operating margin; gross margin;ry@ad cash; cash margin; debt reduction; stockisldguity; operating efficiencies; market
share; employee satisfaction); regulatory achievesn@ncluding submitting or filing applications other documents with regulatory
authorities or receiving approval of any such aggtions or other documents; strategic partnerstipsansactions; financial ratios, including
those measuring liquidity, activity, profitabilityr leverage; cost of capital or assets under manage financing and other capital raising
transactions (including sales of the Company’s tgqui debt securities; sales or licenses of the @ay's assets, including its intellectual
property, whether in a particular jurisdiction erritory or globally; or through partnering transans); implementation, completion or
attainment of measurable objectives with respeotsearch, development, commercialization, acquistand divestitures; factoring
transactions; and recruiting and maintaining pemstn




2.9." Performance Period shall mean the Company’s fiscal year or such ofiegiod that the Committee, in its sole discretimay
establish.

3. ELIGIBILITY AND ADMINISTRATION

3.1.Eligibility . The individuals eligible to participate in theaRIshall be the Company’'s Chief Executive Offiaed any other officer
of the Company or an Affiliate selected by the Cdttewn to participate in the Plan (each, a “Partaoifj).

3.2. Administration. (a) The Plan shall be administered by the ConeitThe Committee shall have full power and authosubject
to the provisions of the Plan and subject to suders or resolutions not inconsistent with the wiowns of the Plan as may from time to time
be adopted by the Board, to: (i) select the Pauitis to whom Awards may from time to time be gedritereunder; (ii) determine the terms
and conditions, not inconsistent with the provisiah the Plan, of each Award; (iii) determine timegt when Awards will be granted and paid
and the Performance Period to which they relat dgtermine the performance goals for Awards fmheParticipant in respect of each
Performance Period based on the Performance @raed certify the calculation of the amount of Aveard payable to each Participant in
respect of each Performance Period; (v) determimethrer payment of Awards may be deferred by Ppdids; (vi) interpret and administer
the Plan and any instrument or agreement entetednirtonnection with the Plan; (vii) correct argfelct, supply any omission or reconcile
any inconsistency in the Plan or any Award in thener and to the extent that the Committee shalinddesirable to carry it into effect;
(viii) establish such rules and regulations andoappsuch agents as it shall deem appropriatenfoptoper administration of the Plan; and
(ix) make any other determination and take anyratledon that the Committee deems necessary oraddsifor administration of the Plan.

(b) Decisions of the Committee shall inaf conclusive and binding on all persons ortegs;j including the Company, any Affiliate,
any Participant and any person claiming any bewpefitght under an Award or under the Plan.

(c) To the extent not inconsistent wigiplcable law or the rules and regulations of tHESDAQ Stock Market (or such other principal
securities market on which the Company’s securéreslisted or qualified for trading), includingetapplicable provisions of Section 162(m)
of the Code, the Committee may delegate to oneave rofficers of the Company or a committee of @ficthe authority to take actions on its
behalf pursuant to the Plan.

4. AWARDS

4.1.Performance Period; Performance Goal@) Not later than the earlier of (i) 90 daysathe commencement of each fiscal ye¢
the Company and (ii) the expiration of 25% of tlefBrmance Period, the Committee shall, in writilegignate (X) one or more Performance
Periods, (y) the Participants for each Performdgod and (z) the performance goals for determittie Award for each Participant for e
Performance Period based on attainment of spedéigzls of one or any combination of the Perfornea@citeria. Within such time period t
Committee shall also specify the exclusion for gearrelated to an event or occurrence which theritige determines should appropriately
be excluded, including (a) restructurings, disammid operations, extraordinary items, and othesualuor norrecurring charges, (b) an ev
either not directly related to the operations & @ompany or not within the reasonable controhef€ompany’s management, or (c) the
cumulative effects of tax or accounting changescicordance with generally accepted accounting iptes

(b) If a person becomes eligible to m#ptite in the Plan after the Committee has madaittal designation of Participants, such
individual may become a Participant if so desigaatewriting by the Committee. The performance ga#dsignated by the Committee ma
based solely by reference to the Company’s perfocamar the performance of an Affiliate, divisiomsiness segment or business unit of the
Company, or based upon the relative performancghefr companies or upon comparisons of any ofrtlieators of performance relative to
other companies. Such performance goals shallwibeicomply with the requirements of Section 162@fithe Code and the regulations
thereunder.

4.2.Certification. At such time as it shall determine appropriat®¥ang the conclusion of each Performance Peribd,Committee
shall certify, in writing, the amount of the Awafia each Participant for such Performance Period.

4.3.Payment of AwardsThe amount of the Award actually paid to a Pgréint may, in the sole discretion of the Committee|ess
than the amount otherwise payable to the Partitipased on attainment of the performance goalthtoPerformance Period as determine
accordance with Section 4.1. The Committee maywadte the achievement of the applicable performayuads except in the case of the
death or Disability of the Participant, or a
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change in control of the Company. The actual amofitite Award determined by the Committee for af@taerance Period shall be paid in
Committee’s discretion in cash or, to the extemhyssible under a shareholder approved stock diéimeoCompany, stock-based awards
under such plan. Payment to each Participant bhathade no later than the fifteenth day of thedthionth following the end of the fiscal y:
of the Company in which the applicable PerformaPesgod ends, unless payment is deferred pursuanpltan or arrangement satisfying the
requirements of Section 409A of the Code.

4.4.Changes in Employmentf a person becomes a Participant during a Paidace Period as specified in Section 4.1(b), i€r=s@n
who otherwise would have been a Participant d&tses or incurs a Disability, or if the personfaoyment is otherwise terminated, during
a Performance Period (except for cause, as detedniyp the Committee in its sole discretion), thea#gvpayable to such a Participant ma
the discretion of the Committee, be proportionateljuced based on the period of actual employmenmglthe applicable Performance
Period.

4.5.Maximum Award The maximum dollar value of an Award payablenyg Rarticipant in any 12-month period is $2,000,000

5. MISCELLANEOUS

5.1.Amendment and Termination of the Plarhe Board may, from time to time, alter, amendpend or terminate the Plan as it shall
deem advisable, subject to any requirement foikstmder approval imposed by applicable law, inahgdSection 162(m) of the Code, or by
the NASDAQ Stock Market (or such other principatigdties market on which the Company’s securitiesliasted or qualified for trading).
No amendments to, or termination of, the Plan shahy way impair the rights of a Participant undey Award previously granted witha
such Participant’s consent.

5.2.Section 162(m) of the Cod&nless otherwise determined by the Committeeptbeisions of this Plan shall be administered and
interpreted in accordance with Section 162(m) ef@wode to ensure the deductibility by the Compdrth@ payment of Awards.

5.3.Tax Withholding The Company or an Affiliate shall have the rightmake all payments or distributions pursuanh®Rlan to a
Participant, net of any applicable federal, staig lacal taxes required to be paid or withheld. Toenpany or an Affiliate shall have the right
to withhold from wages, Awards or other amountsothse payable to such Participant such withholdéngs as may be required by law, or
to otherwise require the Participant to pay sudhlwdlding taxes. If the Participant shall fail t@ke such tax payments as are required, the
Company or an Affiliate shall, to the extent petedtby law, have the right to deduct any such té@s any payment of any kind otherwise
due to such Participant or to take such other a@®may be necessary to satisfy such withholditigations.

5.4.Right of Discharge Reserved; Claims to Awarbti®thing in this Plan shall provide any Participaright to receive any Award or
payment under the Plan with respect to a Perform&aciod. Nothing in the Plan nor the grant of avafd hereunder shall confer upon any
Participant the right to continue in the employmafithe Company or an Affiliate or affect any rightit the Company or an Affiliate may
have to terminate the employment of (or to demot® @xclude from future Awards under the Plan) amgh Participant at any time for any
reason. Except as specifically provided by the Cdiem the Company shall not be liable for the lofsxisting or potential profit from an
Award granted in the event of the termination opyment of any Participant. No Participant shallé any claim to be granted any Award
under the Plan, and there is no obligation foramiiity of treatment of Participants under the Plan.

5.5.Nature of Payment&ll Awards made pursuant to the Plan are in consititen of services performed or to be performedtfier
Company or an Affiliate, division or business urfithe Company. Any income or gain realized purst@awards under the Plan constitu
special incentive payment to the Participant aradl stot be taken into account, to the extent pesibis under applicable law, as
compensation for purposes of any of the employeefiteplans of the Company or an Affiliate exceptraay be determined by the Commi
or by the Board or board of directors of the agiiie Affiliate.

5.6.Other Plans Nothing contained in the Plan shall prevent tioaf8 from adopting other or additional compensatioangements,
subject to stockholder approval if such approvaéguired; and such arrangements may be eitheragnapplicable or applicable only in
specific cases.

5.7.Severability. If any provision of the Plan shall be held unlaldr otherwise invalid or unenforceable in whotaropart by a court
of competent jurisdiction, such provision shalllf@)deemed limited to the extent that such coucbaipetent jurisdiction deems it lawful,
valid and/or enforceable and as so limited shaflai@ in full force and effect, and (b) not affeayather provision of the Plan or part thereof,
each of which shall remain in full force and effd€the making of any payment or the provisioraaly other benefit required under the Plan
shall be held unlawful or

-3-




otherwise invalid or unenforceable by a court ahpetent jurisdiction, such unlawfulness, invalidityunenforceability shall not prevent any
other payment or benefit from being made or pravidader the Plan, and if the making of any paynrefull or the provision of any other
benefit required under the Plan in full would bédawful or otherwise invalid or unenforceable, therch unlawfulness, invalidity or
unenforceability shall not prevent such paymertienefit from being made or provided in part, to éheent that it would not be unlawful,
invalid or unenforceable, and the maximum paymememefit that would not be unlawful, invalid oranforceable shall be made or provided
under the Plan.

5.8.Construction. As used in the Plan, the wordgtlude” and “including,” and variations thereof, shall not be deemed tebeg
of limitation, but rather shall be deemed to béofekd by the words tithout limitation.”

5.9.Unfunded Status of the Plafihe Plan is intended to constitute an “unfundedhgbr incentive compensation. With respect to any
payments not yet made to a Participant by the Compaothing contained herein shall give any sudtiépant any rights that are greater
than those of a general creditor of the Company.

5.10.Governing Law The Plan and all determinations made and actadten thereunder, to the extent not otherwise gmeeby the
Code or the laws of the United States, shall beegmd by the laws of the State of Delaware withietdrence to principles of conflict of laws
that might result in the application of the lawsaobther jurisdiction, and shall be construed atiogty.

5.11.Effective Date of PlanThe Plan shall be effective on the date of the@l of the Plan by the holders of the then aunding
securities of the Company entitled to vote gengialthe election of directors. The Plan shall b# and void and of no effect if the foregoi
condition is not fulfilled.

5.12.Captions. The captions in the Plan are for conveniencefdrence only, and are not intended to narrowt limaffect the
substance or interpretation of the provisions doethherein.
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Important Notice Regarding the Availability of Proxy Materials for the Annual
Meeting of Stockholders to be held June 4, 2010.

This proxy statement and our 2009 Annual Report to Stockholders are available at
http:/lwww.cstproxy.com/portfoliorecovery/2010

¥ FOLD AND DETACH HERE AND READ THE REVERSE SIDE ¥

The Board of Directors recommends a vote FOR the election of the directors The Board of Directors recommends a vote Peease mark x
listed below. FOR proposals 2, 3 and 4. iy
FOR all WITHHOLD AUTHORITY
1. Election of Directors Marrirees lissad o vosbe for the FOR  AGAMST ABSTAIN
o the ek naminess isted 3. Adopt the Campany's Annual Bonus Plan;
NOMINEES: (01} David Roberts
102) John Fuller
1013) John Fain 4, Rafification of the appointment of KPMG LLF ~ FOR  AGAINST  ABSTAIN
{Instruction: To withhold authority to wole for any individual nominee, as the Company's Independent Registered
strike a line through that nominee’s name in the list above) Public Accounting Firm for the year ending
FOR AGAINST  ABSTAIN December 31, 2010; and
2. Adopt the Company's 2010 Stock Plan; 5. Transact such cther business as may properly come before the meeting or
any adjoumnments or pesiponements theraaf,
When this Proxy is properly execuled, the shares to which it relates will be vobed
in the mannar directad harain
YOUR VOTE IS IMPORTANT. THANK YOU FOR VOTING
| plan to attend the Annual Meeting in person D
COMPANY ID:
PROXY NUMBER:
ACCOUNT NUMBER:
Signature. Signature Ikl L 2010

e
Mole: Please sgn & a5 name appears hermon. Joink owners 5 wach sign. Wihen signing as aliomey, geecuior, admin r guardian, please gwe ful tile as . The signer heneby revokes al B "
gremn by the sgner 12 voie al sakd meEAng o any adjoumments IE‘M‘ugrlrng this proxy cand, you acknow mecapt of e Proxy Steman a.naﬁ'n ntice of malmmﬁ&nhnmmwbﬂ ﬁgmpﬁm 440




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

Annual Meeting of Stockholders to be held June 4, 20710
For Holders of Record as of April 8, 2010

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

¥ FOLD AND DETACH HERE AND READ THE REVERSE SIDE ¥

Proxy Card

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

For Annual Meeting of Stockholders to be held June 4, 2010
For Holders of Record as of April 8, 2010

The undersigned hereby appoints the proxies selecled 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 Moon on June 4, 2010,
and at any adjournments thereof, on the following proposals.

You are encouraged to specify your choices by marking the appropriate boxes, SEEREVERSE SIDE. Your
shares cannot be voted unless you sign, dale and return this card, or vote your shares by using either of the
means described on the reverse side,

The proxies are authorized to vote in their discretion with respect to other matters that may
properly come before the Annual Meeting or any adjournment thereof. As of April 23, 2010
(the approximate date of this mailing), Portfolic Recovery Associates, Inc. does not know of any such
other matters to be presented at the Annual Meeting.

SEE REVERSE SIDE



