EDGAROnline

PORTFOLIO RECOVERY ASSOCIATES
INC

FORM DEF 14A

(Proxy Statement (definitive))

Filed 04/04/08 for the Period Ending 05/16/08

Address 120 CORPORATE BLVD STE 100
NORFOLK, VA 23502
Telephone  7575199300X3003
CIK 0001185348
Symbol PRAA
SIC Code 7320 - Consumer Credit Reporting Agencies, Mercantile
Industry  Business Services
Sector  Services
Fiscal Year 12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2012, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com




SCHEDULE 14A
(Rule 14a-101)

INFORMATION REQUIRED IN PROXY STATEMENT

SCHEDULE 14A INFORMATION
Proxy Statement Pursuant to Section 14(a) of the Serities
Exchange Act of 1934 (Amendment No. )

Filed by the Registrait
Filed by a Party other than the Registid

Check the appropriate ba

O Preliminary Proxy Statement O Confidential, for Use of the Commission Only (&smpitted
by Rule 14-6(¢e)(2))

M Definitive Proxy Statemer

O Definitive Additional Materials
O Soliciting Material Pursuant to Rule -11(c) or Rule 14-12

PORTFOLIO RECOVERY ASSOCIATES, INC.

(Name of Registrant as Specified in Its Charter)

(Name of Person(s) Filing Proxy Statement if otian the Registrant)
Payment of Filing Fee (Check the appropriate box):
M No fee required.
O Fee computed on table below per Exchange Act Ridas6(i)(1) and 0-11.

(1) Title of each class of securities to vhiansaction applies:

(2) Aggregate number of securities to whigmsaction applies:

(3) Per unit price or other underlying valudrahsaction computed pursuant to Exchange Act Bdlg (Set forth
the amount on which the filing fee is calculated atate how it was determine:

(4) Proposed maximum aggregate value of &etien:

(5) Total fee paid:

O Fee paid previously with preliminary materials.

O Check box if any part of the fee is offset as pded by Exchange Act Rule 0-11(a)(2) and identifyfiing for



which the offsetting fee was paid previously.ntiiy the previous filing by registration statemenimber, or the
form or schedule and the date of its filii

(1) Amount previously paid:

(2) Form, schedule or registration statenment

(3) Filing party:

(4) Date filed:




.
A

: | ;
Portfolio Recovery Associates, Inc.

We're giving debt collection a good name,*

Riverside Commerce Center
130 Corporate Blvd.
Norfolk, VA 23502
Notice of Sixth Annual Meeting of Stockholders
to be held on May 16, 2008

TO THE STOCKHOLDERS OF PORTFOLIO RECOVERY ASSOCIAFHNC:

You are cordially invited to attend the 2008 Annlfdeting of Stockholders of PORTFOLIO RECOVERY ASSATES, INC. (the
“Company”), which will be held at the Company’s Kak, Virginia headquarters located at Riversider@eerce Center, 130 Corporate Blvd,
Norfolk, Virginia 23502, on May 16, 2008 at 12:00dh, local time. More information about the Annigeting is included in the Pro»
Statement. At the Annual Meeting, you will be asked

. Elect two directors to serve for three year ter

. Ratify the selection of KPMG LLP as the Comp’s accountants and independent auditors for thalfisar ending December 31, 20
and

. Transact such other business as may properly cefioeghthe meeting or any adjournments or postpongsrieereof
The enclosed Proxy Statement contains detailednrgtion about the business to be transacted &riheal Meeting.

The Board of Directors unanimously recommendsybatvote FOR the election of each director nomimee FOR the ratification of KPMG
LLP as the Company’s accountants and independeiitbasifor the fiscal year ending December 31, 2008

In addition to considering the matters describeavabSteve Fredrickson, the President, ChairmarCirief Executive Officer of the Compat
will provide a summary of the significant developitgesince the 2007 Annual Meeting. The Board oéEtiors has fixed the close of business
on March 19, 2008 as the Record Date for the détetion of the stockholders who are entitled ts thotice, and entitled to vote at the Annual
Meeting. Only stockholders of record at the cloEbusiness on March 19, 2008 will be entitled toeiiee notice and to vote at the Annual
Meeting. A list of such stockholders will be avai during regular business hours at the Compamesiquarters for ten days before the
Annual Meeting for inspection by any stockholdardoy purpose germane to the Annual Meeting.

If you have any questions or need additional infation about the Annual Meeting, please contacCtbmpany’s investor relations liaison at
telephone number 757-961-3510, by fax at 757-58B06r via email, aithfo@portfoliorecovery.com.

By Order of the Board of Directors,

Judith S. Scott
Executive Vice President, General Counsel and &agre
April 18, 2008

Whether or not you plan to attend the Annual Meeting, please act promptly to vote your shares with respect to the proposals described above.
You may vote your proxy by marking, signing, dating and promptly returning the enclosed proxy card in the postage-paid envel ope provided. If
you attend the Annual Meeting, you may vote your shares in person, even if you have previously submitted your proxy in writing. If you votein
person, any previously voted proxy will be withdrawn.
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Portfolio Recovery Associates, Inc.
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PROXY STATEMENT
FOR THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD AT NOON ON MAY 16, 2008
Norfolk, Virginia

The Board of Directors (the “Board”) of PortfoliceBovery Associates, Inc. (the “Company”) is saligjtyour proxy to vote at its 2008 Annual
Meeting of Stockholders (the “Annual Meeting”) whits scheduled to begin at 12:00 Noon, local tiorefriday, May 16, 2008, at the
Company’s corporate headquarters in Norfolk, Viigiihis Proxy Statement describes the proposaishwhill be on the ballot at the Annual
Meeting, and any adjournments or postponementedhieas well as other important information abdwet Company. The proposals for which
your vote is being solicited ar

1. The election of two Directors for a term of thresays,
2. The ratification of the appointment of the Comg’s independent auditors for the fiscal year endiegeéinber 31, 2008, ai
3. Such other matters as may properly come beforAmimeial Meeting

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

Included with this Proxy Statement are the Compa@@07 Annual Report to Stockholders, which inctuttee Company audited consolidat
financial statements for the fiscal year ended bdagr 31, 2007, the Notice of the 2008 Annual Meagtthis Proxy Statement and your Proxy
Card. These materials are all first being mailegtt@kholders on or about April 4, 2008. The infation contained in these documents is
accurate as of the dates specified therein. Chaorggsdates in the data, information or facts doethin such documents may occur after the
mailing date.

VOTING AT THE ANNUAL MEETING

Date, Time and Place of the Annual Meeting

We will hold the Annual Meeting in the Board of Bators’ conference room at our Norfolk headquaytarghe following address:

Portfolio Recovery Associates, Inc.
Riverside Commerce Center
130 Corporate Boulevard

Norfolk, Virginia 23502

The Annual Meeting will begin promptly at 12:00 Ngdocal time, on May 16, 2008.




Who May Vote

Each holder of shares of the Company’s common sibittke close of business on March 19, 2008 (thectiRdl Date”) will be entitled to

receive a notice of the Annual Meeting, and torattand vote at the Annual Meeting. Such personsarsidered “holders of recordXs of the
Record Date, approximately 15,183,226 shares ofmamstock of the Company were issued, outstandidgeatitled to vote, which were held
by approximately 30 holders of record maintainihgres on behalf of 31,090 beneficial owners. E#titiolding shares on behalf of the owners
of the shares, such as banks, brokerage firms thed nominees who are beneficial holders of the amg’s common stock as of the close of
business on March 19, 2008, are requested to fdrth@se materials to beneficial stockholders. Tom@any will pay the reasonable mailing
expenses incurred for this purpose. Any stockholter does not receive a copy of the Notice of Ahmleeting, this Proxy Statement and the
Proxy Card, either by mail or on the internet, moagain these materials at the Annual Meeting, bytacting the Compang’Investor Relation
Liaison in advance of the Annual Meeting, at tetepd number 757-961-3510, by fax at 757-554-0586jsoemail, at
info@portfoliorecovery.com

Quorum for the Annual Meeting

A majority of holders of the issued and outstandihgres of common stock of the Company entitledbte, represented in person or by proxy,
will constitute a quorum. Continental Stock Tramsfed Trust Company has been appointed by the CoyigppBoard of Directors to act as the
inspector of election. The inspector of electiofl taibulate the votes cast by proxy or in persothatAnnual Meeting, and will determine
whether or not a quorum is present. In the evattdlguorum is not present, the Annual Meeting li#lly be adjourned or postponed in order
to solicit additional proxies.

How to Vote

As a holder of common stock of the Company, youimriged to attend the Annual Meeting and vote yshiares in person. You are entitled to
cast one vote per share owned as of the Recordf@agach proposal to be considered at the AnnwedtMg. Shares represented by proxy will
be voted as directed on the Proxy Card and, ifirection is given, will be voted as follows:

1. FOR all the persons nominated by the Board as direc

2. FOR the ratification of the appointment of KPMG LLPthg Compan’s independent auditors for the fiscal year endiegddnber 31
2008; anc

3. Inthe best judgment of the persons named in tbrigs, with respect to such other matters that praperly come before the meetir

Voting By Mail or Over the Internet

If you do not expect to attend the Annual Meetingérson, and choose to vote on the proposalseoagénda by mail, simply complete the
enclosed Proxy Card, sign and date it, and retumthe postage-paid envelope provided. If youaastockholder whose shares are held in
“street name” (i.e., in the name of a broker, bankther record holder), you may obtain a ProxydCaxecuted in your favor, from the record
holder. You may sign the Proxy Card and returo ihie Company, or you may direct the record hotdetour shares to vote your proxy in the
manner you specify. This Proxy Statement and theudhReport to shareholders are available on teeriat at
http://wwwa3.ics.adp.com/streetlink/PRAA.




Please follow the voting instructions provided tmuybroker. With respect to any other matters moth@ agenda which may properly come
before the Annual Meeting, your proxy will be votattthe discretion of the persons named in theipspin accordance with their best
judgment. Voting by mail or over the internet witht affect your right to vote in person if you d#ito attend the Annual Meeting; howeve!

you wish to revoke your proxy, you must first nptihe Corporate Secretary of your intent to votpenson, and vote your shares at the An
Meeting.

Voting At the Annual Meeting

If you are planning to attend the Annual Meeting a&nsh to vote your shares in person, you will beeg a ballot for that purpose at the Anr
Meeting. If you require special assistance at thaual Meeting due to a disability or other reas@hsase contact the Corporate Secretary
address below. If you are a stockholder whose shaeeheld in “street name” (i.e., in the name bfaker, bank or other record holder), you
must obtain a Proxy Card from your broker, bankeistee or nominee, giving you the right to vote ¢hares at the Annual Meeting.

Changing or Revoking Your Proxy
You may change or revoke your proxy at any timeteett is voted at the Annual Meeting by the follogrmethods:

. Send a written notice of revocation of your prorytisat it is received before the taking of the vattéhe Annual Meeting t

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

. Attend the Annual Meeting and vote in person. iYattendance at the Annual Meeting will not in arfidtself revoke your proxy. In order

to revoke your proxy, you must also notify the Gorgie Secretary of your intent to vote in persowl 2ote your shares at the Annual
Meeting.

If you require assistance in changing or revokingnproxy, please contact the Corporate Secretaheaaddress above. Preliminary voting
results will be announced at the conclusion ofAhaual Meeting. The Company will also publish finalting results in its Quarterly Report on
Form 10-Q for the second quarter of the fiscal yeating December 31, 2008.

Stock Ownership.The following table sets forth the persons or egiknown by the Company to be the beneficial owémore than five
percent (5%) of the common stock of the Companyfddarch 19, 2008, based on available information.




Shares Beneficially Shares Beneficiall

Owned @) Owned

Name (#) (%)
Waddell & Reed Financial, Ir-®) 1,073,00t 7.1
6300 Lamar Avenue
Overland Park, KS 662(
TimesSquare Capital Management, L¢C 969,35( 6.4
1177 Avenue of the Americas, 39th Floor
New York, NY 1003¢€
Zevenbergen Capital Investments, L®) 877,80( 5.8
601 Union Street, Suite 4600
Seattle, Washington 981(
Barclay’s Global Investors, N.A® 820,60! 5.4

45 Fremont Street
San Francisco, CA 941(

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

@ Ownership percentage is based on 15,183,226 sbicesnmon shares outstanding as of the Record |

(3  Based on information filed in a Schedule 13G wita SEC on February 1, 2008 (dated as of Decemh&0®T) in which Waddell ¢
Reed Investment Management Company is reportdekaseneficial owner of 655,300 shares of the Comgarommon stock with sole
power to dispose or to direct the disposition 06,850 shares, and Ivy Investment Management Comigaeyported as the beneficial
owner of 417,700 shares of the Com’s common stock with sole power to dispose or difeetdisposition of 417,700 shar

@  Based on information filed in a Schedule 13G with 8EC on January 31, 2008 (dated as of Decemb@087) in which TimesSqua
Capital Management, LLC is reported as the berafmwivner of 969,350 shares of the Company’s comgtock with sole power to
dispose or to direct the disposition of 969,350 &

() Based on information filed in a Schedule 13CGdfileith the SEC on February 13, 2008 (dated as akBer 31, 2007), in which
Zevenbergen Capital Investments, LLC is identifisdhe beneficial owner of 877,800 shares of th@@2my’s common stock with
shared power to dispose or to direct the dispasitfd877,800 share

®  Based on information filed in a Schedule 13G wita SEC on February 6, 2008 (dated as of Decemh&08Y), in which Barclay
Global Investors, N.A. is reported as the bendfimiener of 377,044 shares of the Company’s comntockswith sole power to dispose
or to direct the disposition of 377,044 sharescBeis Global Fund Advisors is reported as the hiermowner of 428,061 shares of the
Company’s common stock with sole power to dispage direct the disposition of 428,061 shares, Bactlays Global Investors, Ltd. is
reported as the beneficial owner of 15,500 shafr#iseoCompany’s common stock with sole power tgadge or to direct the disposition
of 15,500 share:

Security Ownership of Management and DirectorsThe following table contains information about tieneficial ownership of the
Company’s common stock as of March 19, 2008, beiadff owned by the Company’s executive officergluding its CEO and Chief
Financial and Administrative Officer (“CFQ”), anldet other two most highly compensated executived) ethe Company’s non-employee
Directors, and all Directors and executives asoaigr Except as indicated by footnote and subjecotomunity property laws where applical
to the knowledge of the Company the persons otientiamed in the table below have sole votingianestment power with respect to all
shares of common stock shown as beneficially ownyetthem. In computing the number of shares berafyjcowned by a person or entity and
the percentage ownership of that person or ertitputstanding stock options currently exercisaislexercisable and all nonvested shares
vesting within 60 days of March 19, 2008 are deemgdtanding.




BENEFICIAL OWNERSHIP

Amount and Nature of Beneficial Ownership

Shares
Shares Vesting Total Shares
Shares Options Not Within 60 Days of Beneficially Percentage of
Owned Vested Vested 3/19/2008 Owned Shares Ownec
(#) #) (#) (#) (#) (%)

Management
Steve Fredrickson, CE® 194,38¢ 18,00( 33,00( 1,00( 213,38! 14
Kevin Stevenson, CFi(®) 57,86( 45,00( 22,00( 1,00( 103,86( 0.7
Craig Grube, EVID 42,52t 11,00( 17,10( 1,00( 54,52¢ 04
Judith Scott, EVIY) 11,55: 3,00( 7,05( 30C 14,85: 0.1
Michael J. Petit, SVI2) 3,69( 15,00( 21,69( 1,00( 19,69( 0.1
Kent McCammon, SVI? 0 0 14,00( 0 0 0.C
Non- Employee Directors
William Brophey 2,70C 6,50( 2,80(C 0 9,20( 0.1
Penelope Kyle 1,00( 0 2,60( 0 1,00( 0.C
David Roberts 92,43: 9,00( 2,80( 0 101,43: 0.7
Scott Tabakir 1,80( 0 3,20( 0 1,80( 0.C
James Vos 2,20( 9,00( 2,80( 0 11,20( 0.1
All Executives & Directors 410,14¢ 116,50( 129,04( 4,30( 530,94! 3.€

(1) Executive Officel

@  Compensation data for Mr. Petit and Mr. McCamrisoimcluded herein due to their level of compemsatiThey are not named executive
officers of the Compan)

Corporate Governance. The Company’s corporate governance principles haatirrent charters of each of the committeeseofbmpany’s
Board of Directors (the “Board”) are posted on limeestor Relations page of the Company’s websitevat.portfoliorecovery.comThese
materials are also available in print to any statttér upon request. The Board regularly reviewsomeprporate governance developments
modifies its governance principles, committee arartind key practices as warranted. Additiondtlg,Board conducts an annual assessme
each of its committees and itself. This processpoés director, committee and Board effectivengsthe conclusion of the annual
assessments, the Board uses the information obteonevaluate and refine its processes and conerdttarters, as necessary. In

February 2008, the Nominating and Corporate Govera&ommittee amended its charter. The charteteecAudit Committee and the
Compensation Committee were amended in March 2008.

Board of Directors . The Board is the ultimate decision-making bodyhaf Company, except with respect to those matteesved to the
stockholders. The Board advises senior managementnanitors its performance.




The Board held four regular meetings and eightigpeweetings in 2007. The Board also held infordiatussions by telephone during the
year, as needed. N-employee Directors meet regularly in executivesseswithout management present, and hold at r@simeeting each
year for the purpose of reviewing and assessin@taec's effectiveness and the effectiveness of each dtteen During fiscal year 2007, the
non-employee Directors held five executive sessidhsre is no formal policy regarding Directordestdance at Board meetings or at annual
meetings; however, all Board members are expeotatténd all meetings, either in person or teleptadly. It is the Board’s practice to
schedule its meetings and the Company’s Annual iMgetf Stockholders at times and dates to permitimam attendance by Directors,
taking into account the Directors’ schedules armdtiitming requirements of applicable laws. All Dirers attended the Company’s 2007 Annual
Meeting. All Directors attended at least 75% of tbgular meetings and special meetings of the Bivefidcal year 2007. Additionally, all
Directors serving on the Audit Committee attende@% of the Audit Committee meetings, and all of Bheectors serving on the
Compensation Committee attended at least 75% dEtmepensation Committee meetings. All Directoryisgy on the Nominating and
Corporate Governance Committee attended 100% afdhmmittee meetings, except for Mr. Roberts, wherated 50% of the meetings.

The Board currently consists of six Directors, ded evenly into three classes. The terms of eads @xpire at successive annual meetings.
Stockholders elect one class of Directors at eadln@a meeting to serve three year terms. The electi James Voss and Scott Tabakin, both
of whom are in the third class of Directors, wédke place at the 2008 Annual Meeting.

Communications with Directors . Stockholders may communicate with members oBib&rd by transmitting correspondence by mail or
facsimile addressed to one or more directors. édhscommunications should be sent to the attemtidhe Corporate Secretary, at the
Company’s headquarters address specified heretn,fax number 757-321-2518.

Communications from stockholders to one or moreddars will be collected and organized by the CoafmoSecretary and forwarded to the
Chairman of the Board, or if addressed to an ifiedtindependent Director, to that identified Di@g as soon as practicable. Communications
that are abusive, in bad taste or that presentysafesecurity concerns may be handled differentlynultiple communications are received on a
similar topic, the Corporate Secretary may forwamty representative correspondence.

The Corporate Secretary will determine whether@mmunication addressed to the entire Board ascdevainould be properly addressed by
the entire Board, or by a committee of the Boafrd.dommunication is addressed to the Board asaewbr to a committee of the Board, the
Chairman of the Board or the chairman of that cotte®j as the case may be, will determine whethaoba response to the communication is
warranted. Any communications individually addresgea Director will be forwarded to that Directtfra response to the communication is
warranted, the content and method of the respoiilsbercoordinated with the Company’s General Calrishe Company'’s confidential hot
line may be used by any stockholder who prefersaig®e his or her concern to the Board in a confideéor anonymous manner, by dialing 1-
800-290-1650. All telephone calls to the Compamygsfidential hot line are referred to the Chairnsfithe Audit Committee, who ensures that
such matters are appropriately investigated.

The Company’s President and CEO and its CFO resmoodmmunications from the investment communitareing the Compang’financial
and business matters, to the extent that such comsations may not be adequately addressed by thgp@iy’s Investor Relations Liaison.




Director Independence. It is the policy of the Company that the Boardigists of a majority of independent Directors wioondt have any
direct or indirect material relationship with ther@pany. The Board has established guidelines wdoclfiorm to the independence
requirements of the NASDAQ Global Stock Market'BIRSDAQ’s”) listing standards, to assist it in detening director independence. In the
months of February and March 2008, the Directoowipgled updated responses to Directors’ and Offic@testionnaires concerning any
possible relationships they or their immediate famiembers might have with the Company, potentalflicts of interest, job changes, and
any transactions, relationships, and other arraegésrbetween the Company and the Directors orgzartiated to the Directors. A Director’'s
immediate family members include the Director’ssgm parents, children, siblings, mothers- ancefatin-law, sons-in-law and daughters-in-
law, brothers- and sisters-in-law, and anyone (atten domestic employees) who shares the Directayme. Based on the responses received
and other available information, it was determitieat all of the non-employee Directors of the Comypare independent, and that each of the
members of the Audit Committee, the Compensatiom@ittee, and the Nominating and Corporate Govem&@ummittee also meet the
independence tests. This determination was madslhgson a number of facts, including, but not ledito, the following:

. Except for Steven D. Fredrickson, the Companyé&siélent, Chairman and CEO, no Director is, oréees been, an executive officer of
the Company or employed by the Company or its siidoses;

. No Director has an immediate family member whoniemployee or officer of the Company or its sulzsiéss, has accepted a
compensation or payments from the Company or has@ament or past material relationship with then@any;

. No Director, other than Mr. Fredrickson, has ewseived any compensation from, worked for, beesimet by, or received anything
substantial value from the Company aside from ttirecompensatior

. No Director or any member of any DirecC's immediate family is, or ever was, employed byitlteependent auditors for the Company
ever worked on the Compeé's audit at any time

. No executive officer of the Company serves on tharth of directors of any company that employs adaiar or any member of tt
immediate family of a director, and no directoraoy member of the immediate family of a directos baen an executive officer of any
entity having a compensation committee on which@mn@ore of the Compa’s executive officers has concurrently served,

. No Director and no family member of any Directoaipartner or controlling stockholder, directoreaecutive officer of any entity froi
which the Company purchases goods or services,which the Company makes charitable contributiongxcess of 2% of the entity’s
consolidated gross revenues for that year, or $200

Review and Approval of Related Party Transactions The Company reviews all relationships and trati@as in which the Company, its
Directors, its executive officers or their immedidmily members are participants, and of any stolders owning five percent or greater of
the Company’s outstanding common stock. The Conpdabgneral Counsel is primarily responsible foreleping and implementing the
policy and procedures relative to the review angreyal of related party transactions.




The current policy covers any related person tretitathat meets the minimum threshold for disctesn this Proxy Statement under the
relevant SEC rules (generally, transactions inva\amounts exceeding $120,000 in which a relatesbpehas a direct or indirect material
interest).

Procedure for the Approval of Related Party Transations

1. The complete details of any proposed transactiost i@ presented to the Comp’s General Counsel by the party intendini
enter into the transactio

2. The Company’'s General Counsel will prepangitien analysis and recommendation to the Nonmgednd Corporate Governance
Committee, based on: (a) the nature of the proptraedaction; (b) the related person’s interesh@transaction; (c) the dollar
value of the transaction; (d) the importance oftthesaction to the business of the Company; gpthaterial terms of the
transaction and (f) the overall fairness of thadection to the Compan

3. Based on the foregoing factors, the Nominating @orporate Governance Committee will decide whetherot to recommend th
the proposed transaction be brought before théBfodird for consideratiol

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

5. If the Board approves the transaction, the Com’s General Counsel will ensure that the written @mitbetween the parties
appropriately executed by all parti

There were no related party transactions with toegany in the fiscal year ended December 31, 2007.

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

Director Age Title Appointed Class
Steve Fredrickso 48 President, CEO and Chairman of the Bc March 199¢(1)() 1st
William Brophey 7C Director November 200:3) 2nd
Penelope Kyle 60 Director October 20042 1st
David Roberts 46 Director March 199¢(1)@) 2nd
Scott Tabakir 49 Director October 20044 3rd
James Vos 65 Director November 200:4) 3rd

@

@
(©)
@

Mr. Fredrickson and Mr. Roberts were appointedigectbrs of the Company upon its creation in Aug@22. In March 1996, they we
named as managers of Portfolio Recovery AssociatesC., the Compar’'s predecessao

The terms of Mr. Fredrickson and Ms. Kyle will esepat the 2009 Annual Meetin
The terms of Mr. Brophey and Mr. Roberts will expat the 2010 Annual Meetin
The terms of Mr. Voss and Mr. Tabakin will expirtetlze 2008 Annual Meeting




Summary: Board of Directors Information 2007

Size of Boarc 6

Average Age of Director 56
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 thed Yes
Outside Directors Hold Meetings Without Managentférgsen Yes
Annual Board Se-Evaluation Yes
Annual Review of Independence of Boi Yes
Annual Committee Self Evaluatiol Yes
Charters for Audit, Compensation and Corporate @uagce Committee Yes
Annual Equity Grants to N-Employee Director Yes
Corporate Compliance Progre Yes
Code of Ethic: Yes

The positions of Chairman of the Board and CECcarabined; however, the Board has designated a mgegee Director, David Roberts, to
serve as its Lead Director, to coordinate the #Es/of the other non-employee Directors, consitlh the Chairman and CEO regarding
agendas, scheduling and information needs for Baaddcommittee meetings, act as a liaison betweendn-employee Directors and
management, and perform other duties and respétisgas described below.

The Lead Director is responsible for facilitatimjdrmation flow and communication between the Ctimex and top management. Board
materials related to agenda items are providedcgeiitly in advance of Board meetings to allow Bieectors to prepare for discussion of the
items at their meetings. All Board members recem@prehensive monthly financial reports on the Canyfs activities. Members of senior
management are invited to attend Board meetingsuions thereof, for the purpose of participatimgliscussions and providing management
reports on operations. Directors have access &r atembers of management and employees of the Gonapal, as necessary and appropt
may consult with independent legal, financial andoainting advisors to assist in their duties toGloenpany and its stockholders.

The Board has determined that all members of ismnoittees are independent and satisfy relevant SENASDAQ independence
requirements applicable to members of such comesittelembers of the Audit Committee also satisfg@asate SEC independence
requirement, which provides that they may not ataipectly or indirectly, any consulting, advisaosy other compensatory fee from the
Company or any of its subsidiaries, other tharrtbéectors’ compensation. Committees regularlyor¢heir activities to the full Board.
Management ensures that the Board is fully informfettie Company’s business by providing regulatteni financial reports, reports of
operations and other relevant reports at Boardimgeaind between meetings of the Board and its dtiees.

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




Nominating and Corporate Compensation

Audit Committee Governance Committee Committee
James Vos* William Brophey* David Roberts
William Brophey Scott Tabakil Penelope Kyl
Scott Tabakil Penelope Kyl Scott Tabaki
James Vos William Brophey
David Robert James Vos

COMMITTEE MEETINGS

7 2 5

*

Committee Chairma

Audit Committee

The Audit Committee held seven meetings during 2@0d also met informally between meetings. Audititnittee meetings are typically
held in conjunction with scheduled Board meetirigayever, the Audit Committee also holds meetings/éen Board meetings as needed.
Each member of the Audit Committee is “independeas, that term is defined by the applicable standardsiulgated by NASDAQ, and me
the heightened criteria for independence applicableembers’ audit committees under Rule 4200(3)4h8l Rule 4350(d)(2)(A) of the
NASDAQ listing standards. The Board has determihaetl each member of the Audit Committee is finalhclderate and that Mr. Voss ar

Mr. Tabakin are both qualified as “audit commitferancial experts,” pursuant to Section 401(h) efRlation S-K. The Audit Committee is
primarily concerned with the integrity of the Compés financial statements, the effectiveness of@benpany’s internal control over financial
reporting, the Compang’compliance with legal and regulatory requiremgthis independence and qualifications of the inddpat auditor ar
the performance of the Company’s internal auditfiom and its independent auditors. The Audit Cottesiis not responsible for the planning
or conduct of the audits, or the determination thatCompany’s financial statements are completieaacurate and in accordance with U. S.
generally accepted accounting principles. The AGditnmittee amended its charter in March 2008. Axudieed in its charter, the Audit
Committee’s primary duties and responsibilitiestare

Monitor and review the accuracy and fairness of@benpany’s financial reports and monitor and enslieeadequacy of the Company’s
systems of internal controls regarding financepaoting and legal compliance.

Engage and monitor the independence and performafribe Company'’s independent
auditors and pre-approve all audit and permitted-aadit services.

Monitor the independence and performance of the @i2my's internal auditors.
Provide an avenue of communication between thepiewigent auditors, management and the Board of tDiec
Prepare an Audit Committee report for the Compaawpisual proxy statements.

Perform such other duties as set forth in its @nart
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The Audit Committee’s current charter is availatiéhe Company’s web site, at www.portfoliorecoveoyn, and will be mailed to any
stockholder who sends a request therefor to thedate Secretary at the Company’s mailing addeststhe time of its charter review, the
Audit Committee also reviewed practices and prooeslto assure continued compliance with the intexoratrol reporting provisions of the
Sarbanes-Oxley Act of 2002 and related regulategquirements. The Audit Committee’s report appaathis Proxy Statement on page 31.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committde tvo meetings in 2007. Each member of the Notirigaand Corporate Governance
Committee is “independent,” as such term is defingdNASDAQ Rule 4200(a)(15).

The Nominating and Corporate Governance Committeeally reviews the composition of all committeegersees Director development and
the annual self evaluations of the Board and itarodtees. In addition, the Nominating and Corpofateernance Committee makes
recommendations concerning Board dynamics, revieev&ompany’s corporate governance practices datkédepublic issues important to the
Company, and makes recommendations to the Boasdamissues.

The Nominating and Corporate Governance Commigteesponsible for the selection and recommendafiommminees for election to the
Board. In addition to considering the qualificaiaof candidates suggested by current Directordgrafficers and employees of the Company,
the Nominating and Corporate Governance Commitbesiders any candidates who may be recommendedihelders in accordance with
the provisions of the Company’s By-Laws. The Nortimpand Corporate Governance Committee screermsiatlidates in the same manner,
regardless of the source of the recommendatiomittal review is typically based on written magds provided to its members. The Commi
members determine whether the candidate meetsaimp&hy’s general Board membership qualificatiort possesses the skills required of a
director. The Nominating and Corporate Governanam@ittee also conducts personal interviews of adatds, as appropriate.

Certain minimum qualifications must be met by a im@® for a position on the Board. Specifically, rioees should understand that the
principal duty of a director is to represent theckholders of the Company. Nominees should alsegsssthe highest level of professional and
personal ethics, integrity and values, be freengfraaterial conflicts of interest with respect todBd service, have competence at the policy-
making level and have the ability to exercise souddment. Nominees must also be independent, fa'edén NASDAQ Rule 4200(a)(15), |
able to understand and relate to the culture o€Cin@pany, have sufficient time to properly discleatige duties associated with serving as a
director, and have sufficient experience and kndg#eto enhance or maintain the diversity of busiraesl policy-making expertise among
Board members. Final approval of a candidate isrdghed by the full Board.

The Nominating and Corporate Governance Commitésedetermined that the Company’s Directors posssssfactory prior experience as a
director or an officer of a publicly held compasmayd that more than one of the Company’s Directoss@ss the competence and expertise
necessary to qualify as “audit committee finaneigerts” as defined in Item 401(h)(2) of Regulati®K.
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Any stockholder may make nominations with respec¢hé election of directors in accordance withghavisions of the Company’s By-Laws,
which establish the information and notice requizats for such nominations. Prior to 90 days ofaheiversary date of the 2007 Annual
Meeting, the Company did not receive any recommgmusof potential director candidates from stodklecs.

The Nominating and Corporate Governance Commigeemmended to the Board the candidates for reiateathich 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 resignation fonsideration by the Nominating and Corporate Goaece Committee. The Nominating and
Corporate Governance Committee shall consider éséihterests of the Company and its stockholdadsshall recommend to the full Board
the action to be taken with respect to the tendegeignation.

The duties and responsibilities of the Nominatind &orporate Governance Committee are specifiéld charter. The charter of the
Nominating and Corporate Governance Committeemanded in February, 2008, is available at the Cay's web site, at
www.portfoliorecovery.com and will be mailed to any stockholder who sendscaest therefor to the Corporate Secretary aCtmpany’s
mailing address.

Compensation Committee

The Compensation Committee held five meetings duigtal year 2007 and met informally between nmggti Each member of the
Compensation Committee has been determined tnblegendent,” as that term is defined by the apiplécatandards promulgated by
NASDAQ. As described in its charter, the Compemsa@€ommitte’s primary responsibilities are to:

Develop and oversee the implementation of the Coryigacompensation philosophy with respect to the threcand executive officers
the Company and other employees at the level gfozate vice president and above.

Ensure that the employees of the Company andlitsidiaries are compensated effectively in a d@triminatory manner consistent w
such compensation philosophy, internal equity abersitions, market practice and the requirementiseo&ppropriate employment laws
and regulatory bodies.

Review and recommend to the full Board the Compawgmpensation discussion and analysis disclosum@ining the Company’s
compensation policies and the reasoning behind galities as required by the SEC.

Prepare a Committee report for the Company’s anmymirts and/or proxy statements.

The Compensation Committee is responsible forrgetinnual and long-term performance goals and cosgtien for the CEO and setting the
compensation of the executives who report dirdctligim. Its decisions are approved or ratified biiam of the non-employee directors of the
Board meeting in executive session. The Compems&@mnmittee also approves equity awards in accaelaith the Company’s Amended
and Restated Portfolio Recovery Associates 2002kSDption Plan and 2004 Restricted Stock Plan ‘@meended Plan”). In fiscal year 2007,
the Compensation Committee delegated authoritjgdCompany’s CEO to grant limited awards of noregtshares of the Company’s stock to
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key employees. The authority so delegated is liaitea total of ten thousand shares in any fiseatyand no more than one thousand shares
per employee.

The Compensation Committee ensures that the Contasgstablished succession plans with respeectod its key executives. To assist
the Compensation Committee, the Senior Vice PrasiofeHuman Resources provides the committee witigness reports of the succession
planning activities with respect to the Companyey kexecutives and assessments of their subordisaiesession potential. The Compensation
Committee is also provided a summary of the suamegsans for the persons who are considered thd&@otential successors to the
incumbents in certain senior management positions.

The Charter of the Compensation Committee, as aateimdMarch 2008, is available at the Company’s gitd at
www.portfoliorecovery.com A copy of the Compensation Committee’s Chartdk lvé provided to any stockholder who sends a regue
therefor to the Corporate Secretary at the Compamgiling address. The Compensation Commategport appears in this Proxy Statemer
page 27.

Compensation Committee Interlocks and Insider Parttipation . All of the members of the Compensation Commieteenon-employee
directors, and none are former officers of the Canypor any of its subsidiaries. No member of thenGensation Committee has ever been an
officer or employee of the Company or any of itesdiaries and none of the executive officers leagesl on the compensation committee or
board of directors of any company of which any Diiog is an executive officer. None of the Directbes any relationship with the Company
which is required to be disclosed under this capgiorsuant to the rules of the SEC.

Director Compensation.The Board sets the compensation for non-employeecidirs so as to fairly compensate them for thekwequired of
them, based on the Company’s size and scope. TaglBdso makes annual equity awards to Directoosder to align each Directarinterest
with the long-term interests of the Company’s staiilers. The non-employee Directors, other tharLéw Director and the Chairman of the
Audit Committee, receive a quarterly retainer fé89500. The Lead Director and the Chairman ofAhdit Committee receive a quarterly
retainer fee of $8,750. Each Director is also reirsbd for travel expenses in connection with atiecd at Board meetings. In addition, the
Company pays all reasonable expenses for any Diredto wishes to attend director continuing edusagirograms, and maintains policies of
directors’ and officers’ liability insurance.

Non-employee Directors appointed prior to 2004 reagitweo stock option grants: an initial grant of 9)ock options upon their appointment
to the Board, and an additional grant of 5,000kstmations, to which they became entitled on theiasary date of their initial appointment.
Stock options vest and are exercisable in five Bgstallments on the first five anniversaries loé grant date, and expire seven years after the
grant date. In accordance with the provisions efAmended Plan, Directors are no longer being gohstock options. Instead, newly
appointed Directors receive 2,000 nonvested sladré® Company’s stock upon their initial appointrht the Board, and are awarded 1,000
nonvested shares each year thereafter, on theeasaiy date of their appointment. Nonvested shagsisat the rate of 20% per year for five
years. Recognizing that each Director should hamgbatantial personal investment in the CompareyBtbard has adopted a targeted s
ownership policy which applies to each Directoguiging a personal holding by each Director of anber of shares valued at not less than two
times the Director's annual retainer. Directorsexpected to acquire and maintain this share owigetkreshold within two years of joining

the Board. The Company offers no retirement benédiDirectors and offers no compensation other #reual retainer and stock awards. The
table below summarizes the compensation paid b tmpany to non-employee Directors for the fisedryended
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December 31, 2007. The Company’s Chairman and @E6ived no additional compensation for his seraiga Director.

2007 DIRECTOR COMPENSATION

Fees Earnec

or Stock Option
Paid in Cash Awards @) Awards ) Total Compensation
Director $) (%) %) ($)
William Brophey $30,00( $24,98¢ $5,90¢ $60,897
Penelope Kyle $30,00( $26,75¢ 0 $56,75¢
David Roberts $35,00( $24,40( $4,927 $64,321
Scott Tabakir $30,00( $31,52¢ 0 $61,52¢
James Vos $35,00( $24,98¢ $5,90¢ $65,897

(I The amounts reported in the Stock Awards columnesemt the expense recognized for financial stateére@orting purposes in fisc
year 2007 under FAS 123R for nonvested share awaade to the n-employee directors in 2007 and prior years. Tlagdate fair
value of the 2007 nonvested share awards was $B388Messrs. Brophey and Voss; $45,600 for Ms.e<$#38,790 for Mr. Roberts and
$50,000 for Mr. Tabakin. The grant date fair vaiolethe nonvested share awards was obtained bypiyirtig the number of nonvested
shares granted by the closing stock price of the@&my’s common stock on the grant date. The aetmalunt of compensation that will
be realized by a Director at the time an awardsvedit depend upon the market price of the Compsauegmmon stock at the vesting di
The nonvested share awards vest in five equal dimstallments beginning on the first anniversafyhe date of gran

(@ The amounts reported in the Option Awards colunpmegent the expense recognized for financial sexteme@porting purposes unc
FAS 123R for stock option awards made to the-employee directors in prior years. No stock optimese granted in 200°

The aggregate number of outstanding stock optietds by each of the Company’s Directors as of Deaar3iy, 2007 is provided in the table
below:

OUTSTANDING

DIRECTORS OPTIONS (#)
William Brophey 7,50(
Penelope Kyle 0
David Roberts 10,00(
Scott Tabakir 0
James Vos 10,00(

Nominees for Election to Three-year Terms Expiringn 2011

» James M. Voss . Mr. Voss was appointed as a Director in 2002. Wrss has more than 40 years of prior experien@esasior finance
executive. He currently heads Voss Consulting,, lserving as a consultant to community banks reéggnaolicy, organization, credit risk
management and strategic planning. From 1992 ttrd9§8, he was the executive vice president aref chedit officer of First Midwest
Bank. He served in a variety of senior executidegauring his 24 year career (1965-1989) with @@mtal 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 has a Bachel@cience degree from Northwestern University amdBA from Kellogg School of
Management.

* Scott M. Tabakin . Mr. Tabakin was appointed as a Director in 2004 currently serves as Executive Vice PresidentGmdf Financial
Officer of Bravo Health, Inc., a privately owned eare managed health-care company. From Noven@f3 @ntil July 2006, Mr. Tabakin
was an independent
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financial consultant. Mr. Tabakin has more thary&frs of public-company experience, having sergefx@cutive Vice President and Chief
Financial Officer of AMERIGROUP Corporation, a mged health-care company, from May 2001 until Oct@893. Prior to May 2001

Mr. Tabakin was Executive Vice President and CF@eferly Enterprises, Inc., at that time, the nadargest provider of long-term health
care. Earlier in his career, Mr. Tabakin was arcatiee with the accounting firm of Ernst & Youngehs a certified public accountant and
received a Bachelor's Degree in Accounting fromUtméversity of lllinois.

Directors Continuing in Office — Terms Expiring in 2009

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

Services’ (“HRSC") Portfolio Services Group frontda 993 until February 1996. At HRSC Mr. Fredrickseas ultimately responsible for
HRSC's portfolio sale and purchase programs, firaard accounting, and other functional areas. Rifmining HRSC, Mr. Fredrickson spent
five years with Household Commercial Financial &% where he managed a national commercial résteesorkout team. He also was
employed for five years as a member of the FDICkoot department of Continental Bank of Chicagocsdiing in corporate and real estate
workouts. He received a Bachelor’'s degree fromhiversity of Denver and an M.B.A. degree from theiversity of lllinois. He is a past
board member of the American Asset Buyers Assaxiati

* Penelope W. Kyle . Ms. Kyle was appointed as a Director in 2005. &lreently serves as President of Radford Univer§itior to her
appointment as President of Radford University08%® Ms. Kyle was the Executive Director of thegifiia Lottery, where she served for ten
years under three Virginia Governors. Earlier in¢tereer, Ms. Kyle worked as an attorney in a prami Richmond, Virginia law firm. St
was later employed at CSX Corporation, where, duari3-year career she became the company’sdirsdle officer and a vice president in
the finance department. Ms. Kyle also has prioviseras a director and chairman of the audit conemiof a publicly traded company. She
received her M.B.A. degree from the College of Wit and Mary, and her law degree from the UniversitVirginia.

Directors Continuing in Office — Terms Expiring in 2010

» William P. Brophey . Mr. Brophey was appointed as a Director in 2002.Brophey has more than 35 years of experienderesident and
Chief Executive Officer and member of the Boardakctors of an automotive product and serviceiletaBrad Ragan, Inc., a 75% owned
public subsidiary of Goodyear Tire and Rubber Comypdr. Brophey served as Vice President of oripegguipment tire sales world wide at
Goodyear. From 1998 until his retirement in 200®skrved as President and Chief Executive Offindr\éice Chairman of the board of
directors of Brad Ragan, Inc. Throughout his careerheld numerous field and corporate positiorGaddyear in the areas of wholesale, re
credit, and sales and marketing, including thetfmsof General Marketing Manager for commercieg fproducts. Mr. Brophey holds a
business degree from Ohio Valley College and attdrativanced management programs at Kent State rdityyéNorthwestern University,
Morehouse College and Columbia University.

» David N. Roberts . Mr. Roberts has been a Director since the Compdagmation in 1996. Mr. Roberts is a Senior MainggDirector of
Angelo, Gordon & Co., a leading alternative investinmoney management firm with approximately $1obi of capital under management.
He joined Angelo, Gordon in 1993 and is a membeaheffirm’s six-person executive committee. Mr. Rdb manages the firmprivate equit
and special situations area and was the foundiedirm’s




opportunistic real estate area. Mr. Roberts hassiad in a wide variety of companies and spediahons, including companies in the
business services, healthcare services and finaseridces industries. Previously, he was a priaicih Gordon Investment Corporation, a
Canadian merchant bank, where he participatednid@ variety of principal transactions. Prior tatthe worked in the Corporate Finance
Department at L.F. Rothschild where he specialinedergers and acquisitions. Mr. Roberts has a @§tee from The Wharton School of the
University of Pennsylvania.

PROPOSAL ONE: ELECTION OF DIRECTORS

The Board presently consists of six members inetistasses. Each Director serves a three year €@mig.one class of Directors is elected at
each annual meeting of stockholders. The namesmbDirectors, James Voss and Scott Tabakin, wilblaged on the ballot for election to the
Board. If elected, they will hold office for thrgear terms which will expire on the date of the P&hnual Meeting of Stockholders, or until
their successors are elected and qualified. MraKiabcurrently serves on the Nominating and Coro@overnance Committee and is also a
member of the Audit Committee and the Compensa@iommittee. Mr. Voss serves as the Chairman of théitACommittee and is also a
member of the Nominating and Corporate Governararar@ittee. He was appointed to serve on the Comgiensgaommittee in

February 2008. Both nominees have been determinkd independent directors in accordance with tASDIAQ listing standards and both
“audit committee financial experts,” as defineddaragraph (h) (2) of Item 401 of Regulation S-KtiBoominees have consented to be named
as nominees for election in this Proxy Statemedttarserve if elected. However, if for any reasithez nominee is unable to serve (which is
not anticipated), the shares represented by at pabxies will be voted for the election of sudher person as the Board may nominate at the
Annual Meeting.

Proxies will be voted for the election of the abdwe nominees for re-election to the Board. Undetaivare General Corporate Law, an
abstaining vote is not deemed a “vote cast” orespmnted by proxy. As a result, abstentions aréneclitded in the tabulation of the results on
the election of Directors, and therefore do notehtine effect of votes in opposition. Broker nonesofi.e. where brokers are prohibited from
exercising discretionary authority for beneficialrers who have not returned a Proxy Card) willreated as abstentions.

Nominees for Director who receive the affirmativees of a plurality of the common shares represkeatel voting in person or by proxy at 1
Annual Meeting will be elected. However, in an umiested election, any nominee for election as Barewho receives a greater number of
votes “withheld” from his or her election than vetdor” such election shall promptly offer his certresignation following certification of the
stockholder vote. The Nominating and Corporate Guaece Committee shall consider the resignatioer@fhd recommend to the Board
whether to accept it, after determining whethenatrthe interests of the Company and its stockhsld®uld be best served by accepting or
rejecting the candidate’s tendered resignation. Bimgctor who tenders his or her resignation pumst@this provision shall not participate in
the committee deliberations or Board action regeyavhether to accept the resignation offer. Ther8®éll act on the Nominating and
Corporate Governance Committee’s recommendatidmm&0 days following the certification of the skbolder vote. Thereafter, the Board
will promptly disclose its decision whether to gotthe Director’s resignation offer (and the reasfor rejecting the resignation offer, if
applicable) in a press release to be disseminatdteimanner that the Company’s press releasdgmcally distributed.

The Board of Directors unanimously recommends a vet' FOR” the nominees named above
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2009 Stockholder Proposals and Director NominationsA stockholder proposal may be considered for irolugn the Company’s proxy
statement for the 2009 Annual Meeting of stockhdgrirsuant to Rule 14a-8 of the Securities Excaaka of 1934 (the “Exchange Act”). A
stockholder wishing to nominate a candidate mustrbewner of the Company’s stock who meets thebdliily standards under Rule 14a-8 for
submitting such a proposal, must have owned thepgaogis common stock for at least one year, mustitoa to own the stock through the
date of the 2009 Annual Meeting and must atten@@89 Annual Meeting. The Company’s By-laws andtiieate of Incorporation provide
that any stockholder of record entitled to votamannual meeting who intends to make a nomin&ioBirector must notify the Corporate
Secretary in writing not less than 60 days andmarte than 90 days prior to the anniversary date@fmmediately preceding annual meeting.
The notice must meet other requirements contaiméioei Company’s By-laws and Certificate of Incogiam, copies of which are available on
the Company’s Investor Relations website at wwwifpborecovery.com Copies of such documents can also be obtained tihe Corporate
Secretary at the address set forth herein, or frenSEC. All shareholder proposals must be receateélde Company’s headquarters on or
before December 15, 2008. Any proposals submittetetfter will be opposed as not having been tirfillgt. The Nominating and Corporate
Governance Committee will consider any qualifiedhinoees for Board membership timely submitted bygldtolders. The candidate’s name
and a detailed background of the candidate’s qoatibns must be sent to the attention of the C@atgoSecretary, and should include principal
occupations or employment held over the past fe@y, and a written statement from the nomineedtitig his or her willingness to serve if
elected. Generally, candidates for the positiodiafctor must be highly qualified and should haweall training and experience in their chosen
fields. They should also represent the interestdl@tockholders and not those of any special@stegroup.

The Nominating and Corporate Governance Committakiates stockholder recommendations. If afterengirig the materials submitted by
stockholders concerning a candidate, the NominatimyCorporate Governance Committee believeshleatandidate merits additional
consideration, the Nominating and Corporate GoveraadCommittee will interview the candidate and aatdppropriate reference checks.
Nominating and Corporate Governance Committeedefermine whether to recommend to the Board tleatéimdidat's name be placed on
the ballot at the next annual meeting, based upemrandidate’s skills, ability, perceived commitmeility to devote sufficient time to carry
out the duties and responsibilities of a diredioe, candidate’s relevant experience in relatiothéocapabilities already present on the Board,
and such other factors as the Nominating and Catpd@overnance Committee may deem to be in thartesests of the Company and its
stockholders.

The Company did not receive any recommendatioms Btwckholders of potential director candidatescfmmsideration at the 2008 Annual
Meeting.

Code of Business Conduct and EthicsThe Company has adopted a Code of Business Cobadddthics which applies to all officers,
employees and Directors, including its CEO and CH@ Code of Business Conduct and Ethics addreasemg other items, conflicts of
interest, confidentiality, fair dealing, protectiand use of corporate assets, compliance with gaishe reporting of illegal or unethical
behavior. A copy of the Code of Business CondudtEihics, and the Company’s corporate governaroeiples, are posted on the
Company’s website at www.portfoliorecovery.co@tockholders may also obtain a copy of the Cddgusiness Conduct and Ethics by
sending a request in writing, addressed to the @atp Secretary, at the Company’s corporate heatdgsaThe Company will disclose all
amendments to the Code of Business Conduct andd-ts well as any waivers thereof, on its welteitee extent permissible by the rules
regulations of the SEC and NASDAQ.
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On an annual basis, each Director and executiveeofis obligated to complete a Director and OffiQaiestionnaire which requires disclosure
of any transactions with the Company in which thee&or or executive officer, or any member of biher immediate family, may have a
direct or indirect material interest. The Compalgpdas established and published a confidentigpi®ne hot line for the reporting of
suspected policy violations, fraud, embezzlememd, @her criminal and/or unethical activities camieg the Company’s accounting practices,
auditing and reporting of financial results. Thigmwber is operational 24 hours a day, seven dayse&k.w

Any employee who has a concern about the Compatlisal conduct, accounting, internal controls wiiing matters may anonymously
communicate those concerns directly to the Chairaiahe Audit Committee. All such communications antirely confidential, and may be
reported by phone to an independently maintainkdree phone number which is posted in a prominestght all Company work sites, an
also published on the Company’s intranet. All scclmmunications will be promptly reviewed by the €hran of the Audit Committee and
addressed by the Company’s General Counsel, asf@jate.

Compensation Discussion and Analysis

The following principles guide the compensationisiens concerning the Compasysenior management team, including its execulfifieeos.
Executive compensation should:

(@) Be linked, directly and materially, to each exeee’s individual performance and the Comg’s overall performance, via annt
bonuses and loi-term equity awards

(b) Link executive pay opportunities to shareholdenmes,

(c) Assist the Company in attracting and retaining fghlity talent
(d) Reward past performance and motivate future peao®, anc
(e) Be reasonable in comparison to like positionska tompanies

The Roles of the Compensation Committee and Managemt . The Compensation Committee administers the cosgiem program for the
Company’s executive officers and key executivep)yapg the principles stated above. The Companyécatives are compensated through
three primary sources: base pay, annual cash beanskequity incentives. The base salary portidch@tompensation of the Company’s
executives is fixed, and a substantial portiorotdltcompensation consists of cash bonuses antyeyuards, and is therefore considered “at
risk.” The Compensation Committee ensures thaCibrapany’s executive compensation packages incluaerdination of base pay and
incentives that are appropriate in the relevanketatace, as well as risk-based in relation toitidévidual’s performance and the Company’s
performance. Through its practice of granting egaivards, the compensation program also promotseavrards an executive’s tenure and
longevity with the Company, as well as the exe@lsivole in the Company’s financial performancee Bompensation Committee has
established stock ownership guidelines for its atiee officers and other key executives. The Cortenitonsiders data provided by its
compensation consultant (including peer group coatges) and considers the recommendations of th@ With respect to the compensation
of each executive officer other than himself. TH&GCs recommendations to the Compensation Commdbéail, with respect to each
executive, a proposed total compensation packaghédiscal year, including any recommended adjestts in base salary, annual cash bonus
as a percentage of target and equity awards, if Bmy CEO also provides to the Committee his agsessof each executive’s performance
during the prior fiscal year and the extent to vahtice individual and departmental goals establisbethe
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executive were met. Although the Committee considlee CEO’s recommendations, the Compensation Ctieeindependently evaluates the
recommendations and makes all final compensatioisidas in executive session. The decisions comugispecific base compensation
elements and the total compensation paid or awaai#te Company’s executive officers during thedisyear ended December 31, 2007,
including the compensation of the CEO, were madkimwthis framework.

Role of Compensation Consultant Pursuant to its charter, the Compensation Coramitiay retain a consultant to assist it in thegoerance
of its duties, including the evaluation of execatsompensation levels and programs. In 2007, tmer@itiee engaged Frederic W. Cook & Co,
Inc. (“FW Cook”) to serve as its compensation cdtasu and provide assistance to the Committee reisipect to the Company’s executive
compensation programs, executive pay levels anet atmpensation issues. The Committee has theyatioilierminate the consultant’s

services at the Committee’s discretion. During 200/ Cook conducted a review of the Company’s etteewcompensation program. This
review included the following:

. A review and analysis of the components of comp@mséincluding a comparison of each element ofcexige compensation 1
external market rates), in order to determine tirapetitiveness of its executive compensation nedath that of its peers (the
“Compensation Peer Grc"),

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

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

Peer Group.The Compensation Peer Group consists of businegsag companies which were selected by the CongiemsCommittee upc
the recommendation of FW Cook, based on certaimicseincluding revenue, net income and markettadipation, which are comparable to
those of the Company. The companies comprisingtrapensation Peer Group are as follows:

Compensation Peer Group*

Advanta Financial Federal
Asset Acceptance Capital Corp FTI Consulting
Asta Funding, Inc Huron Consulting Group
Dealer Track Holdings Marlin Business Services
Encore Capital Group, Inc. Ocwen Financial
EPIQ Systems QC Holdings
EZCORP World Acceptance Corj

*

The Compensation Peer Group differs from therggoup in the stock performance graph whichdtuited in the Company’s Annual
Report, as it includes additional peer companiesdtary comparison purpost

Benchmarking . The Company uses benchmarks of its executive eosgtion against the Compensation Peer Group t&neelits ability to
remain competitive in attracting and retaining esaes. The Compensation Peer Group was selectéd\bZook in 2007. The Compensation
Committee has determined that the group so selésteulappropriate comparison group for this puepd$ie FW Cook analysis included an
indication of the Company’s executives’ 2006 congadion as compared to the same or similar positiottse market from which the

Company would be likely to recruit job candidafése peer group analysis revealed that in aggretfe@ezompany’s executivesbmpensatio
in 2006 was lower than the compensation of exeestim comparable positions in the
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Compensation Peer Group. The low ranking relatviné peer data is indicative of the Compamhilosophy to provide relatively smaller b
salaries and relatively larger cash bonuses. Homwéverder to attract and maintain the higheselef talent, it was recommended that the
Company’s executives’ total cash compensation shbelincreased to an amount that was closer tmétdan level of the Compensation Peer
Group.

Components of Compensation

Base Pay
Principal Objectives Features
» To attract executive talent in the markets in whitoh « Initially established based on employ’ prior experience, the scope of tr
Company compete responsibilities and the applicable market compmspaid by othe
» Recognizes and rewards the experience and skait: companies for similar positior
employees bring to the Compa * Reviewed annually after employme
» Provides motivation for career development and * Not dependent upon the Comp’s achievement of its performance goals
enhancemen
» Ensures that all employees receive a basic lev
compensatiol

Executive Bonus

Principal Objectives Features
* Provides pay differentiation based on performe * Financial and nc-financial goals are approved annually by the B¢
» Rewards superior performan  Threshold, target and maximum bonus amounts aablested annual
* Provides incentives to executives to meet or expeefitability « Minimum management bonuses for executive officarge from 50%
targets to 100% of base salan

» Rewards those most accountable for -term financial performance Bonuses are paid in January for the prior’s performanci

Long Term Incentives

Principal Objectives Features
» Attracts and retains talented employees » Consists of nonvested shares of the Company'’s stockiding
Aligns executives’ interests with those of the Camyg's performance-based shares
shareholders » Performance-based shares vest upon the Comparé&ament of
» Promotes lon-term accountability specified three year targets; all others vest 2@¥%ypar over five yeal
» Motivates outstanding performance « Award decisions reflect consideration of each etieels performance and
» Rewards employment longevi expected contributions to overall financial res

» Provides significant equity to those most accouetédr
long-term financial performanc

* A minimum management bonus, as set forth iheaecutive’s employment agreement, will be paithéf results of operations for the
year achieve the net profitability goals and theaestive's performance is determined to have met expectstild the results of operations
for the year exceed net profitability goals ande¢kecutive’s performance is determined to have edee expectations, the amount of the
management bonus may be increased in recognititrealegree to which results exceeded such goalshe degree to which the
executive contributed to the Company’s superiofgrarance. If the results of operations fail to @&sfei net profitability goals or the
executive’s performance is determined not to hageewrpectations, then the amount, if any of theagament bonus will be within the
discretion of the Compensation Committee, givirmsmable consideration to any intervening or exdliaary events or circumstances
that might have given rise to such shortt

Compensation of Executive Officers in 2007 The subjective decisions regarding the amountnaixcf elements which comprised total
compensation awarded the executive officers wereipally based
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upon an assessment of each executive officer'etship, performance and contribution to the achiexma of the Company’s overall financial
goals, as well as subjective judgments about esetutive officer individually. The factors considdrwere the executive officer’s
performance; the nature, scope and level of thewdike officer’s responsibilities; the executivdioér's contribution to the Company’s overall
financial results, and the executive officer’s effeeness in leading initiatives to increase stadttér value, productivity, and revenue growth.
The compensation of the executive officers whichehthe greatest ability to influence the Compampggormance, however, is predominately
performance-based, which is consistent with thealveompensation philosophy. The Compensation Citteendid not utilize a specific
formula for allocating total compensation amongetements of compensation in fiscal year 2007; hamdts intent was to provide the right
balance of short-term and lotgrm compensation. The Committee considered thieaament of individual and Company goals to beiarity
for increasing shareholder value, and thereforgetad longterm incentive compensation to be, in most instanaeleast 25% of the total dir
compensation of the executive officers. This appihczaused management to focus on the appropriagetéom initiatives designed to increase
shareholder value. Total compensation was allocadedllows in 2007:

ALLOCATION OF ELEMENTS OF COMPENSATION

Name Base Pay (%) Cash Bonus (%) Equity Awards 3 (%) Other (%)
Steve Fredrickson, CE®) 28 42 28 2
Kevin Stevenson, CF®) 28 43 28 1
Craig Grube, EVI®) 26 45 27 2
Judith Scott, EVI®) 43 35 20 2
Michael J. Petit, SVI 20 45 34 1
Kent McCammon, SVI# 362 36 27 1

(1) Executive Officel
@ Mr. McCammon was employed by the Company for 5.5ti®in 2007 with an annual base pay of $200,

(®  Equity awards are valued as indicated in the Samr@ompensation Table herein. The actual amouctwipensation that will be
realized at the time an award vests will depenchithe market price of the Compé¢ s common stock on the vesting d¢

@ For purposes of comparison, “Other” in the casglio McCammon, excludes one-time compensation el@s his signing bonus of
$50,000, no-qualified relocation expenses of $131,415 and jadlrelocation expenses of $22,573 paid by the @ in 2007

Bonus Program. Each year, a cash bonus pool is establishedaftit business unit. The amount of the overall b@oas and the target bonus
for each executive included in the bonus pool areraunicated to the executives responsible for éasiness unit, along with the written gc
for the business unit. From this bonus pool the Gamy pays annual cash bonuses to the Compaxgcutive officers upon the direction of
Compensation Committee. Bonuses are based on aragua of each executive officer’s prior year'sfoemance, taking into consideration
the recommendations of the CEO, the Compensationn@itiee’s assessment of the overall performandeeo€Company and the executive
officer’s business unit’s performance in achievihg specific financial and other key goals estalelisfor the Company and the executive
officer’s business unit. This evaluation also imigs an assessment of the executive officdadividual performance compared to the operat
and strategic goals and objectives establishethéoexecutive officer at the beginning of the ydfathe results of operations meet or exceec
profitability goals, the amount of an executiveiadf’s bonus may be increased at the discretidghe@fCompensation Committee, and if the
results of operations for the year are not positivedo not achieve net profitability goals, thengensation Committee may determine whether
or not a
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bonus will be awarded at all. Executive officdmshus targets are set as a percentage of basg. §dlaramount of the annual bonus awarde
the executive officer who manages a specific bissinmit of the Company depended to a significagtets on that business unit’s
contributions toward the achievement of the Compsafigancial targets. Because the CEO has a brol@dwith final accountability for the
Company'’s overall results, the Compensation Coremittenerally sets his individual target bonus higien that of the other officers of the
Company.

Bonuses for the fiscal year ended December 31, 2@0& paid in January 2008. Cash bonuses awardbée toompany’s four executive
officers in January 2008 for the fiscal year enBedember 31, 2007 performance ranged from apprd&ign80% to approximately 170% of
the executive officer's 2007 base salary, amourtngn aggregate pay out of $1,473,000, of whicbwar the CEO earned a bonus of
$550,000, or approximately 150% of his base salBng. annual bonuses paid to the CEO, CFO and Hee oiost highly paid executives of the
Company for their fiscal year 2007 performancesti@wvn in the Summary Compensation Table on page 28.

Equity Incentives . The Company utilizes long-term equity incentiveaads to motivate outstanding performance and eageuand reward
employment longevity. The Company’s current eqaiynpensation programs consist of (a) the awarao¥ested shares of the Company’s
common stock to key employees pursuant to the Amelan and (b) a performance-based long termyeipgiéntive program (“LTI

Program”) which was first implemented in March 20pdrsuant to the Amended Plan. A 2008 LTI Progveas adopted in January 2008.
Participation in the LTI Program is limited to exiges who are in a position to have a signifidamact on the achievement of the Company’
financial goals and who provide the long-term siyat leadership necessary to accomplish the gbaésLTI performance targets are designed
to provide executives with the potential to eardiidnal shares of the Company’s stock and protgen with specific financial goals which
are tied to shareholder value.

In accordance with the LTI Program, certain exe@giof the Company were granted performance-base¢ested stock awards (“LTI
Shares”). Vesting of the 2007 and 2008 LTI Shaseonditioned upon the Company’s achievement di hdargeted percentage Return on
Invested Capital (“Target ROIC”) and a cumulatikieese year earnings per share (“EPS”) target foreetyear performance period ending
December 31, 2009 and 2010, respectively (“Tar®S'le EPS is computed after taking into considerathe costs of the LTI Program.
Pursuant to the LTI Program, if the Company’s R@iss than 13.5% during the three year performgeciod (“Target ROIC”), no LTI
Shares will vest or be awarded. If the Companyeaas both the Target ROIC and Target EPS, 100%e0f T|1 Shares will be awarded. If the
Target ROIC is met, the number of shares to beveddy each executive will increase or decreape@ing on the actual EPS, and can range
from 0% to 200% of targeted LTI Shares. Any shainas may be earned pursuant to the 2007 and 2008rograms will be awarded in the
first quarter of 2010 and 2011, respectively. Dgra®07, the Company accrued 94% of the pro rataarexpense of the LTI program,
assuming achievement of its targeted (100%) palgwet for the three year period 2007-2009. No Lia&s vested or were awarded in 2007.
The percentage of LTI Shares earned and awardébteviletermined in accordance with the table below.

22




3 Year Aggregated Diluted EPS ($) Percentage of LTI Shares to be Awarded

2007 LTI Program 2008 LTI Program

$10.09- $10.36 $11.34- $11.92 0% - 48%

$10.37- $10.85 $11.93- $12.52 50%- 9%

$10.86- $11.25 $12.53- $13.05 100%- 14<%

$11.26- $12.09 $13.06- $13.60 150%- 19%
> $12.09 > $13.60 200%

The LTI performance targets are designed to progidutives with the potential to earn additioreres of the Company’s stock and provide
them with specific financial goals which are tiedshareholder value.

The Company did not grant any stock options in 200ieé Company has no specified policy concernirgtithing of equity awards.

Targeted Executive Share Ownership Ownership by executive officers of equity in thempany serves to align their interests with thafse
the Company’s stockholders and demonstrates tmttesting public and all of the Company’s other évgpes, senior management’s
commitment to the Company. The Company’s targexedwive stockholdings policy establishes for eaxécutive officer, as well as other
executives and managers in key leadership rold&idtual equity ownership goals which are to beiaetd within a specified time frame. Ee¢
executive officer's employment agreement providied in the event that the targeted equity goalsate@chieved within the required time
frame, the annual bonus may be paid in nonvestet stather than in cash, until such targets are e specific share requirements for each
executive officer are based on a multiple of anfaale pay, and only include shares that are béalgfiowned, directly or indirectly, but do

not include shares that have been granted butratweet vested.

Each year, prior to the payment of any annual bastus, the Company’s CEO is required to providepart to the Compensation Committee
detailing the status of stockholding for each etigewfficer. This report includes the executivéiadr's base compensation, total
compensation, anticipated bonus, targeted stockiggdactual stockholdings, increased or decreastthl stockholdings during the prior ye
and the amount of both awarded and vested optioth®anonvested shares. As of March 19, 2008, ehtte Company'’s four executive
officers had exceeded their stock ownership targets

The matrix below details the equity ownership tésgsstablished for the executives listed in the @any Compensation Table and their actual
stockholdings as of March 19, 2008.

Targeted Levels of Executive Stockholdings

Targeted Multiple of Base ~ Minimum Targeted

Name Compensation Stockholdings Actual Stockholdings
Steve Fredrickson, CEC 13 time: 115,00( 194,38!
Kevin Stevenson, CFC 8 times 50,00( 57,86(
Craig Grube, EVP 5 times 28,50( 42,52¢
Judith Scott, EVP 2.5 time: 10,00( 11,55:
Michael Petit, SVF 3 times 12,00( 3,69(
Kent McCammon, SVI 3 times 12,00( 0

* Executive Officel
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Perquisites. The Company ensures that its executive officexgaid fairly, and that it has a uniform set ohéfits and perquisites which ap

to all employees equally. Accordingly, the Compamgkecutive officers are provided no Company paiginbursed unique perquisites which
are not offered to other employees. It is the @ujhy of the Company that each executive, incluttiegCompany’s CEO and CFO may
determine, within the limits of his or her own coemgation, whether or not to personally purchaseraonbursable luxury travel, private
flights, housing, security systems, car serviceb chemberships, financial planning services, oegluch goods and services, including those
which are sometimes provided as executive pergsiiy other companies, but not offered by the Campehis is consistent with the
Company’s general operating principles.

Other than the standard employee benefits, subleath, dental, life, hospitalization, surgical,jaranedical and disability insurance,
participation in its 401(k) plan, paid time off,canther similar Company-wide benefits which mayirbeffect from time to time for all other
employees, the Company does not provide additipeauisites, personal direct or indirect benefitsise any separate set of standards in
determining the benefits for its executives. ThenPany believes that its base pay and total compiengaackage are reasonable in the
industry, and the Company has demonstrated tigalile to hire and retain talented executivesauitioffering additional perquisites.

Pension Plans, Retirement Benefits and NonqualifieBeferred Compensation. The Company does not offer any pension or retirgm
plans to any of its Directors or employees, inahgdits executive officers. The Company does nardafs employees a non-qualified defined
contribution plan; however, the Company sponsat8HK) plan for its employees who are at least tywme years of age or over. This plan is
a long-term savings vehicle that enables emplojeasake pre-tax contributions via payroll deducsioand receive tax-deferred earnings on
the contributions made. Employees are eligible &kenvoluntary contributions to the plan of up t@%0of their compensation, subject to
Internal Revenue Service limitations, after coniplpsix months of service. Employees who were astléifty years of age by the end of the
fiscal year were also eligible to make 401(k) catphcontributions up to a maximum of $5,000. Thenpany makes matching cash
contributions of up to 4% to each participating émgpe’s salary. Employees are able to direct thein investments in the Company’s 401(k)
plan. No withdrawals or distributions were madamny of the Company’s executive officers under tioengany’s 401(k) plan in 2007.

Severance PaymentsThe Company does not have any plans or programer uvitich payments to any of the executive offiaestriggered
by a change of control of the Company. The SumméaB8everance Terms and Potential Payments Takltiéallavs this narrative summarizes
contractual severance payments and benefits. AHe&xecutives named below executed employmeetaggnts with the Company. The
terms of each employment agreement began on Jahuaf06, and end on December 31, 2008, with tkepgion of the employment
agreement of Kent McCammon, whose term began gnl&yl2007 and ends on December 31, 2010. Eaclogmpht agreement contains
confidentiality, non-solicitation, non-competitiamd indemnification provisions. Each employmeneagrent also contains severance
provisions, the payment of which is conditionectlom employee’s execution of a full release of Eiras against the Company, and is payable
in a lump sum after termination of employment. Beverance Agreements provide executive officers egtrtain benefits upon their
involuntary termination for reasons other thantfair wrongful behavior or misconduct. These primris provide protection to the Company
and to the executive for unwarranted terminatidrsnaployment that could potentially cause harmhs€ompany and/or the business units
managed by the terminated executive. Each emplolyaggeement provides for severance payments undeluntary termination
circumstances other than death, disability or “@dus
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The following table shows the potential severaregnpents which may be made to the executives lis¢éolv pursuant to the terms of their
employment agreements, under various employmemireation scenarios.

SUMMARY OF SEVERANCE TERMS AND POTENTIAL PAYMENTS

Salary, Bonus Options
Constructive and Accrued and
Termination Termination Severance Vacation @@)“) Benefits  Shares®)©) Total
Name Provisions Conditions ) Payment ($) ($) $) $)
Steve Fredricksc Yes Constructive Two year’ salary, $2,132,93 $79,87¢ $ 818,33( $3,031,13!
discharge(®, two times targe
nor-renewal of employmer bonus in
agreement or reasons otl termination year
than Cause® accrued vacatio
death or disability and benefits fo
one yeal
Kevin Stevensol Yes Constructive discharg Two year’ salary, $1,426,78! $49,67¢ $1,981,22( $3,457,67!
nor-renewal of employmer two times targe
agreement or reasons otl bonus in
than Cause, death termination year
disability accrued vacatio
and benefits fo
one yeal
Craig Grube  Yes Constructive discharg Two year’ salary, $1,384,02 $59,10: $ 516,84( $1,959,97!
nor-renewal of employmer two times targe
agreement or reasons otl bonus in
than Cause, death termination year
disability accrued vacatio
and benefits fo
one yeal
Judith Scot  Yes Constructive discharg One yed's salary $ 369,46t $35,35¢ $ 142,13 $ 546,95:
nor-renewal of employmer one times targe
agreement or reasons otl bonus in
than Cause, death termination yea
disability and accrue:
vacation anc
benefits for one
year
Michael Petil® No Non-renewal of employme One yed's salary $ 606,64 $50,64¢ $ 689,12( $1,346,40!
agreement or reasons otl one times targe
than Cause, death bonus in
disability termination year
accrued vacatio
and benefits fo
one yeal
Kent McCammo No Non-renewal of employme One yed's salary $ 463,69 $60,67¢ $ 0 $ 524,37

agreement or reasons otl one times targe

than Cause, death bonus in

disability termination year
accrued vacatio
and benefits fo
three month:

@ In the event of their death or disability, execasivor their estates will receive their base satamed through the month of the datt

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

@  Based on 2007 compensatit
®  Assumes payment of maximum accrued vacation andsh






@  Bonus calculation is based on the greater of ttgetdonus in thyear of Termination or the actual bonus paid ferykar prior

()  Options cease to be exercisable 90 days afterateead termination for reasons other than CauseofNions may be exercised and
nonvested shares may be granted upon terminatidddose

6  Represents total equity compensation that woaltehlized upon termination, including all vest@tians and all options and nonvested
shares vesting within 60 days of the Record Datsetd upon NASDAQ's closing price of the Compangmsmon stock on the Record
Date.

(M “Constructive Dischar(’ is defined as the election of the employee to teate his or her employment due to the removal qfleyee
from, or a failure of employee to continue in hisher current position, any material diminutiortlire nature or scope of the authorities,
powers, functions, duties or responsibilities dt&atto such position, the relocation of the Comgmpsincipal executive offices to a
location more than 50 miles from Norfolk, Virginiand Employee does not agree to such changes andterial breach by the Company
of the employe’s employment agreeme

®  “Caus is defined as: (A) conviction, or plea of guiltynolo contendereto, a felony; (B) engaging in willful misconductathis
economically injurious to the Company or its sulzsiés, or the embezzlement of funds or misappatipn of other property of the
Company or any subsidiary); (C) material violatafrthe Company’s written policies and procedurasl(iding gross and continued
failure to satisfy written directives or performanmaterial), insubordination; or (D) fraudulent dant as regards the Company, which
results either in personal enrichment to employematerial injury to the Company or its subsidiar

®  The Company may extend Mr. Petit's non-competition-solicitation period for an additional yearpmgying additional severance
compensation equal to one y's salary. In this scenario, Mr. P’s total severance payment would be $1,516,

No severance payments were made to any execuficersfof the Company during fiscal year 20

Other Benefits. The Company’s executive officers are required bjcpdo submit to regular comprehensive physicarainations at the
Company’s expense, at a cost of up to approxim&®eJ900 each.

The following table identifies the Company’s benhefans 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 or Directors.

Tax Deductibility of Executive Compensation.Section 162(m) of the Internal Revenue Code of 188@mended (the “Code”), imposes a
$1 million limit on the amount that a public comganay deduct for compensation paid or accrued veiipect to each covered employee (i.e.
the Companys CEO, CFO and the next three highest paid offiagher than the CEO), as of the end of the figeal. While the Compensati
Committee is mindful of the potential impact upbie Company of Section 162(m) of the Code, it re=etiae right to extend such
compensation arrangements as may from time toliengecessary to retain or attract top-quality mansmnt. The Compensation Committee
generally structures executive compensation arrapgés so as to minimize the impact of the limitasiof Section 162(m) of the Code, which
includes consideration of the impact of performabased equity awards to the Company’s executinetijding the implementation of the LTI
program. In fiscal year 2007, each of the Compaay&cutive officers received a base salary less $amillion and each
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executive officer received other compensation ¢ild not be limited by the $1 million thresholdposed by Section 162(m). Therefore, the
entire amount of each executive officer's compéanaagarned during fiscal year 2007 was deductible.

Accounting for Share-Based Compensatiorf-inancial Accounting Standards Board StatementRR3Share-Based Payments,” revised,
(“FAS 123R") requires companies to expense thevaine of employee stock options and other formsapfity compensation. Since January 1,
2002 the Company has been expensing equity basegecsation under FAS 123, “Accounting for Stock-@®h€ompensationdnd beginnin
January 1, 2006 under FAS 123R. The Company haissued stock options to its employees since ibptan of the Amended Plan in 2004.
The Company has never back dated stock options.

COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and disdubke section of this Proxy Statement entitledyrffPensation Discussion and
Analysis” with management as required by Item 4DBfRegulation S-K and, based on such review asclidsions, the Compensation
Committee has recommended to the Board that thep€ngation Discussion and Analysis be includedismRnoxy Statement, and
incorporated by reference into the Company’s AniReggport on Form 10-K/A for the fiscal year endedc®aber 31, 2007. This report is
provided by the following independent Directors wdmmnprise the committee:

David Roberts, Chairma William Brophey
Scott Tabakir Penelope Kyle
James Vos

COMPENSATION SUMMARY

The following table sets forth all compensation evea to, earned by, or paid to each of the Compseyécutive officers, including its CEO,
its CFO, and to the two other most highly compestaixecutives for all services rendered to the Gmy@nd its subsidiaries for the fiscal
year ended December 31, 2007, except as may oteeheispecifically noted. The Company offers nc-equity incentive plans, defined
benefit pension plans or nonqualified deferred censation plans.
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Summary Compensation Table

STOCK OPTION ALL OTHER
BASE SALARY BONUS @ AWARDS @ AWARDS ® COMP @ TOTAL
NAME AND POSITION YEAR ($) $) ($) ($) ($) $)

2007 $364,00( $550,00( $284,91: $87,85! $ 11,60( $1,298,36!

Steve Fredrickson, CE 200¢ $350,00( $690,00( $ 32,16: $89,39¢ $ 8,80C $1,170,36.
2007 $245,00( $375,00( $195,70: $48,54¢ $ 9,60C $ 873,85:

Kevin Stevenson, CF 200¢ $235,00( $460,00( $ 32,16: $49,40¢ $ 8,80C $ 785,36
2007 $234,00( $400,00( $189,76¢ $48,54¢ $ 11,60( $ 883,91

Craig Grube, EVF 200¢ $225,00( $450,00( $ 32,16: $49,40¢ $ 8,80C $ 765,36
2007 $182,00( $148,00( $ 71,17¢ $11,55¢ $ 10,07( $ 422,80:

Judith Scott, EVF 200¢ $169,61! $175,00( $ 28,59¢ $11,76¢ $ 8,80C $ 393,77¢
2007 $170,00( $390,00( $231,07¢ $57,95: $ 10,10( $ 859,12¢

Michael Petit, SVF®) 200¢ $155,00( $425,00( $111,16: $58,02: $ 8,80C $ 757,98:
2007 $ 92,30¢M $200,00( $148,68! 0 $205,11¢ $ 646,11

Kent McCammon, SVI®)®)  200¢ N/A N/A N/A N/A N/A

@

@

(©)

4)

®)

(6)

U]

Equity Compensation Plan Information. Under the Amended Plan, 2,000,000 shares haverhada available for issuance to the Company’s

This table reflects for a given year all bonusased by the above executives in 2006 and 200y Cbimpany typically pays bonuses in
January of the year following the year in which Bmus was earne

The amounts included in the “Stock Awards” colurapresent the expense recognized for financiartey purposes in 2006 and 2007
under FAS 123R for grants of nonvested shares®7 28s well as prior years. For a discussion afatidn assumptions, see the
Company’s 2006 and 2007 Consolidated Financiak8tants included in its Annual Reports on Form 18nd 10-K/A filed with the
SEC on March 1, 2007 and March 12, 2008, respdgtifée shares awarded vest either (a) ratably avare year period, beginning on
the first anniversary of the award date or (b)ratftece years if, pursuant to the Company’s LongnTcentive Plan, certain Company
performance goals are met (see page 22 for a noonplete description of the Long Term Incentive P|die actual amount of
compensation that will be realized at the time wara vests will depend upon the market price ofGenpany’s common stock at the
vesting date

The amounts included in t*Option Award” column represent the expense recognized for fiahneporting purposes in both 2006 ¢
2007 under FAS 123R for grants of stock optiongrior years. There were no stock options grantegither 2006 or 200°

Except for Mr. McCammon, these amounts represempany matching contributions to the recip’s 401(k) plan up to limits for suc
plans under federal income tax rules. In 2007, pixaéth respect to Mr. Stevenson, these amountsiatdude matches of charitable
contributions pursuant to the Company’s Matchinf Biogram, pursuant to which the Company matclpet® @ maximum of $2,000 of
charitable contributions to eligible recipients an&ection 501(c)(3) of the Internal Revenue C

Although Mr. Petit and Mr. McCammon are not exepeifficers of the Company, their compensation itietae included in this tab
due to their level of compensatic

Amounts included i All Other Comy”, in addition to items referenced in footnote 4, alsude: (a) signing bonus of $50,000; (b) -
qualified relocation expenses paid for by the Comypaf $131,495; and (c) qualified relocation expenef $22,573 paid by the Compe
to Mr. McCammon in 2007

Consists of base pay for 5.5 months. Mr. McCammaa employed by the Company as of July 16, 2008h annual base salary of
$200,000

employees and Directors. The table below refldmsntumber of shares subject to outstanding awandishee amount available for future
issuance. Prior to the adoption of the Amended,Plach awards were in the form of stock option$ it exercise price equal to the fair
market value of the stock at the grant date. Afteradoption of the Amended Plan, such awards imdtes form of grants of shares of
nonvested shares.

The table below provides information with respectite Amended Plan as of December 31, 2007:
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Number of Securities

Number of Number of Securities to be Remaining Available
Securities Issued Upon Exercise of Weighted-average for Future Issuance
Authorized for Outstanding Options, Exercise Price of Under Equity
Plan Issuance Under Warrants, and Rights or Upon  Outstanding Options, Compensation
Category the Plan Vesting of Nonvested Shares Warrants and Rights @) Plans®
Equity compensation plans approved by sec
holders 2,000,00! 380,34 $7.2¢ 916,25!
Equity compensation plans not approved by
security holder: None None N/A None
Total 2,000,00! 380,34 $7.2¢ 916,25!

(@ Includes grants of nonvested shares, for whiehetlis no exercise price, but with respect to wisichres are awarded without cost when
the restrictions have been realized. Excludingripgact of the nonvested shares, the weighted agezagrcise price of outstanding
options is $16.97

(@ Excludes 703,401 exercised options and vested shahéch are not available for-issuance

Grants of Plan-Based Awards. The following table sets forth information regiagigrants of equity based compensation awardgepan

fiscal year 2007 pursuant to the Amended Plan. Als/granted to the Company’s executive officerssoal year 2007 consisted exclusively of
performance based LTI Shares. The Company hasmeaauity incentive plan. No stock option awardsevgranted by the Company in fiscal
year 2007

Grants of Plan-Based Awards Table

Estimated Payout Under

Equity Incentive Plan Grant Date Fair

Date Threshold Value of Stock
Name Grant Date Approved (#) Target (#) Maximum (#) Awards ($)
Steve Fredrickso 3/30/200° 3/30/200° 0 16,00( 32,00( $714,40(
Kevin Stevensol 3/30/200° 3/30/200° 0 10,00( 20,00( $446,50(
Craig Grube 3/30/200° 3/30/200° 0 9,60( 19,20( $428,64(
Judith Scot 3/30/200° 3/30/200° 0 2,50( 5,00(¢ $111,62!
Michael Peti 3/30/200° 3/30/200° 0 7,00(C 14,00( $312,55(
Kent McCammor 3/30/200° 3/30/200° 0 10,00( 20,00( $446,50(

* The amounts reported above relate to the ndaddsT| Shares granted to the above executive®@Y2 The value of the LTI Share
awards was determined by multiplying the closinge($44.65) of the Company’s common stock as efgirant date times the target
number of LTI Shares granted. If the performandeita set forth herein on page 22 are met, the &fAadres will vest on December 31,
20009.

Option Exercises and Stock Vestedl'he following table provides information concernihg exercises of stock options and shares acqair
vesting during fiscal year 2007 on an aggregataisidar each of the executives named, and incltitesalue realized upon exercise or upon
vesting.
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OPTION STOCK

AWARDS AWARDS
Number of Share Value Realized o Number of Share Value Realized o
Acquired on Exercise Acquired on Vesting Vesting
Name Exercise (# ($) #) $

Steve Fredrickso 48,00( $1,630,86! 1,00( $ 47,97(
Kevin Stevensol 0 0 1,00( $ 47,97(
Craig Grube 18,40( $ 678,35: 1,00( $ 47,97(
Judith Scot 2,00( $ 55,06( 85C $ 45,30¢
Michael J. Peti 25,00( $ 722,70( 3,69( $192,38:
Kent McCammor 0 0 0 0

The following table provides information on the @nt holdings of stock option awards and nonvestedle awards by the named executives.
This table includes unexercised and unvested optizards and nonvested share awards. Each equityigrshown for each named executive
as of the end of fiscal year 2007.

Outstanding Equity Awards at 2007 Fiscal Year-End

Option Awards Stock Awards @

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

Grant Options (#) Options (#) Price  Expiration Vested®) vested as of
Name Date Exercisable  Unexercisable®  ($) Date #) 12/31/07($)4

Steve Fredrickso 11/07/0: 28,00( = $13.0C 11/07/0¢ — —
04/19/0¢ — — — — 4,00( $158,68(
03/30/0} — — — — 16,00(®) $634,72(
Kevin Stevensol 11/07/0: 45,00( —  $13.0C 11/07/0¢ — —
04/19/0¢ — — — — 4,00( $158,68(
03/30/0° — — — — 10,00(®) $396,70(
Craig Grube 11/07/0: 21,00( — $13.0C 11/07/0¢ — —
04/19/0¢ — — — — 4,00( $158,68(
03/30/0" — — — — 9,60() $380,83:
Judith Scot 11/07/0: 3,00¢ — $13.0C 11/07/0¢ — —
07/20/0¢ — — — — 40C $ 15,86¢
07/28/0: — — — — 1,05(C $ 41,65¢
04/19/0¢ — — — — 1,20( $ 47,60«
03/30/0° — — — — 2,50() $ 99,17¢
Michael J. Peti 07/31/0: 15,00( 10,00( $27.77 07/31/1( 2,09( $ 82,91(
07/20/0« — — — — 40C $ 15,86¢
07/28/0: — — — — 1,20( $ 47,60¢
04/19/0¢ — — — — 4,00( $158,68(
03/30/0} — — — — 7,00() $277,69(
Kent McCammor 03/30/0° — — — — 10,00(®) $396,70(

O The 2007 LTI Shares will not vest or be awarddgtlé Company does not achieve both the Target RDICTarget EPS, as described
more fully on page 22 above. If the targets aré the number of shares to be received by eachuéixeawill increase or decrease
depending on the actual EPS, and can range frorro@a0% of Targel

@ Option awards vest in five equal, annual installtadreginning on the first anniversary of the ddtgrant.

(®  The shares awarded vest either (a) ratably ofigeaear period, beginning on the first anniveysaf the award date or (b) in the case of
the LTI Shares awarded in 2007, after three yéamirsuant to the Company’s Long Term IncentiveénPtertain Company performance
goals are met (see page 22 for a more completeipiésc of the Long Term Incentive Plar

3C




@ Value is calculated based on the closing pri@® @r7) of the Company’s common stock on the NASD®IQbal Stock Market as of
12/31/2007

(®) LTI Shares granted, but not vested or awar

AUDIT COMMITTEE REPORT
The Audit Committee has furnished the followingagpo stockholders of the Company in accordandb wiles adopted by the SEC.

Each member of the Audit Committee is an indepenhdiactor, as defined in NASDAQ Rules 4200(a)(@Byl 4350(d)(2). Each member of
the committee also satisfies the SEC’s additiomdépendence requirement for members of audit casitaccording to Item 7(d)(3)(iv) of
Schedule 14A under the Exchange Act and NASDAQ 48900(a)(15) and 4350(d)(2). In addition, the Bldaas determined that James Voss
and Scott Tabakin are both “audit committee finahekperts,” as defined by paragraph (h)(2) of &0t of Regulation S-K.

The Audit Committee’s policy is to pre-approvealidit and permissible non-audit services providethke Company’s independent auditors.
These services may include audit services, auldite® services, tax services, services relatedtésrial controls and other services. The
independent auditors and the Company’s CEO and @H#i0dically report to the Audit Committee regaglthe services provided by the
independent auditor in accordance with this preraygd.

The Company’s management has primary responsiliditgstablishing and maintaining effective intéroantrols over financial reporting,
preparing the Company’s consolidated financiakstents in accordance with U. S. generally accegtedunting principles, and managing the
public reporting process. The Company’s independaditors are responsible for forming and expregsepinions on the conformity of the
Company’s audited consolidated financial statemignéscordance with U. S. generally accepted adiogiprinciples, in all material respects,
and on the effectiveness of the Company’s intecnatrol over financial reporting.

. The Audit Committee reviewed and discussed wigmagement, the Company’s audited consolidated diabstatements for the fiscal
year ended December 31, 2007, including a discungsithe acceptability and appropriateness of §icanit accounting policies ar
management’s assessment of the effectiveness @fdhmpany’s internal control over financial repogtiThe Audit Committee discussed
with the Company'’s independent auditors matterstedito the conduct of the audits of the Compacagisolidated financial statements
and internal control over financial reporting. TAedit Committee also reviewed with management &ednndependent auditors the
reasonableness of significant estimates and judggmeade by management in preparing the consolidatedcial statements, as well as
the clarity of the disclosures in the consoliddiadncial statement:

. The Audit Committee has discussed with the Comisandependent auditors, the matters requirecetodmmunicated by Statement on
Auditing Standards No. 6“Communications with Audit Committe” as amendec

. The Audit Committee has received the written disates from KPMG LLP“KPMG"), as required by Independence Standards B
Standard No. 1, “Independence Discussions with d@dmmittees,” as amended or supplemented, andisasssed with KPMG their
independence. TF
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Audit Committee has concluded that the audit angtanadit services which were provided by KPMG in 20@3te compatible with, and c
not negatively impact their independence.

The Audit Committee met with the Company’s interaadlitor and with its independent auditors, witk &ithout management present, to
discuss the overall quality of the Company'’s finahreporting. In reliance on such discussions, i deview and discussions with
management of the Company’s audited consolidatethiial statements and the acceptability and apiptepess of significant accounting
policies, and subject to the limitations on theerahd responsibilities of the Audit Committee refdrto above, the Committee recommended to
the Board, and the Board has approved, that thep@oy’s audited consolidated financial statementstleded in the Company’s Annual
Report on Form 10-K/A for the fiscal year ended &waber 31, 2007 for filing with the SEC.

On March 8, 2007, the Audit Committee dismisseddé®viaterhouseCoopers LLP as its independent auditate€ngaged KPMG to serve as its
independent auditors for the fiscal year endingebdner 31, 2007. This decision was made followiegmaprehensive review by the Audit
Committee and management of KPMG’s qualificatioftse report of PricewaterhouseCoopers LLP on theaaated financial statements of
the Company as of and for the year ended Decenth&@0®6, did not contain any adverse opinion ocldimer of opinion, nor was it qualified
or modified as to uncertainty, audit scope or aotiog principles. During the fiscal year ended Dmber 31, 2006 and the subsequent interim
period through March 8, 2007, there were no disagents with PricewaterhouseCoopers LLP on any maiti@ccounting principles or
practices, financial statement disclosure or angliicope or procedure, which disagreements, ifesmlved to their satisfaction, would have
caused them to make reference to the subject nudttee disagreement in connection with their régpddone of the reportable events descr

in Item 304(a)(1)(v) of Regulation S-K occurred it the two fiscal years of the Company ended Ddsar81, 2006 or within the subsequent
interim period through March 8, 2007. The Compargvjaled PricewaterhouseCoopers LLP with a copyefforegoing disclosures and
attached a copy of their letter, dated March 18,72@n which they stated their agreement with sstekements as an exhibit to the Form 8-K
that was filed by the Company on March 13, 2007.

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

The Company is requesting that the stockholdeify thie Audit Committee’s appointment of KPMG as ihdependent auditors for the fiscal
year ending December 31, 2008. In the event thekstdders fail to ratify the appointment, the Au@ibmmittee will consider it a direction
consider other accounting firms for the subseqyeat.

This report is submitted on behalf of the followiinglependent Directors, who constitute the Audit@dttee:

James Voss, Chairman
William Brophey
Scott Tabakin

Principal Accountant Fees and ServicesKkPMG served as the Compasyhdependent registered accounting firm with resfiethe audits ¢
the Company’s consolidated financial statementsHerfiscal year ended December 31, 2007 and tiep@ny’s internal control over financial
reporting as of
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December 31, 2007. In connection with its 2007 owafe income tax returns, which are anticipatelet@ompleted in 2008, the Company
retained a separate tax accounting firm, whictoisrelated to KPMG.

The following table sets forth the aggregate faksdor expected to be billed by KPMG and PricesvabuseCoopers LLP for the years ended
December 31, 2007 and 2006, respectively.

Audit Fees
2007 2006
Audit Fees
Annual Audit® $483,00( $522,79¢
Tax Fees 10,90( —
All Other Fees
Investigation Review Fee®3) — 58,00«
Subscription Fee® 1,50( 1,50(
1,50( 59,50¢
Total Accountant Fees $495,40( $582,30:

@®  On March 8, 2007, the Audit Committee dismisseddwvaterhouseCoopers LLP as its independent exgisipublic accounting firm,
effectively immediately, and subsequently appoik®MG to serve as its independent registered pagldounting firm

(@ Subscription fees represent fees paid to KPMGRrimkwaterhouseCoopers LLP for an annual subsmmipo their proprietary research
tool during 2007 and 2006, respective

(3 Investigation review fees relate to the work parfed by PricewaterhouseCoopers LLP to review anelsagbe adequacy and result:
the internal control deficiency investigation iaitd by our Audit Committee. See Item 9A of our @erdy Report on Form 10-Q for the
period ended June 30, 2006, filed on August 3, 2fifiénore information

“Audit Fees” include fees for the audit of the Camp’s annual consolidated financial statementsevey of the related quarterly consolidated
financial statements, and services normally peréatim connection with statutory and regulatorynfi. “Audit Fees” also include fees related
to the audit of the Company’s internal control ofieancial reporting.

PROPOSAL TWO: APPROVAL OF INDEPENDENT AUDITORS

Upon the recommendation of the Audit Committee,Bbard has appointed KPMG as independent auditorth& Company for the fiscal year
ending December 31, 2008 to audit its consolidétexhcial statements for the fiscal year endingé@meloer 31, 2008, and to audit its internal
control over financial reporting as of December3108. Even if the selection of KPMG is ratifiedetAudit Committee, in its discretion, may
select a different registered public accountinpfat any time during the year if it determines thath a change would be in the best interes
the Company and its stockholders.

KPMG will have a representative at the Annual Megtivho will be available to respond to approprigtestions. The KPMG representative
will also have an opportunity to make a statemedésired.

A majority of votes cast in person or representgegioxy will constitute ratification of the appoment of KPMG. Broker non-votes (i.e. where
brokers are prohibited from exercising discretigreuthority for beneficial owners who have not retd a Proxy Card) will be treated as
abstentions. Under Delaware
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General Corporate Law, an abstaining vote is netl a “vote cast or represented by proxy.” Assalteabstentions are not included in the
tabulation of the results on the ratification of gppointment of KPMG.

The Board of Directors recommends that the stockhdeers vote* FOR” the ratification of the appointment of KPMG as theCompany's
independent auditors for the fiscal year ending Desmber 31, 2008.

Section 16(a) Beneficial Ownership Reporting Comnce. Section 16(a) of the Exchange Act requires the Gomis executive officers
and Directors and persons who beneficially own ntbam five percent (5%) of the Compasygommon stock to file initial reports of owners
and changes in ownership of such common stockth@fSEC and NASDAQ. As a practical matter, the Camyptypically assists its Directors
and executive officers with these transactionsdmpleting and filing Section 16 reports on theih&& The Company also reviews Directors’
and Officers’ Questionnaires and written repregéna from the executive officers and Directors th@ other reports are required to be filed.
The Company believes that all such reports weee filn a timely basis by its executive officers Bireectors during fiscal year 2007, other t|
a late Form 4 filing for Judith Scott, related toautomatic dividend reinvestment.

Costs of Solicitation. The Company will pay all of the costs of soliegiproxies for the Annual Meeting. Curran & Connbas been retained
to print the proxies, at a cost of $3,490. Broagkithvestor Communications Solutions, Inc. hasrestitd the web hosting and mailing costs to
be $10,867. Continental Stock Transfer and Trustideen retained to develop the mailing list, mailtbe solicitation for proxy votes and to
verify certain records related to the solicitatidhe Company will pay Continental Stock Transfed &nust Company a fee of $1,000 as
compensation for its services, which will incluaéulating votes, and will also reimburse ContineStack Transfer and Trust Company for its
related out-of-pocket expenses, including its mgikxpenses. In addition to solicitation by mé&i& Directors, officers and agents of the
Company may also solicit proxies from stockholdgrdelephone, telecopy, telegram, Internet or irs@e. All such costs will be paid by the
Company. Upon request, the Company will also reisdibrokerage houses and other custodians, nomaneegduciaries for their reasonable
expenses in sending the proxy materials to bemg¢fieiners.

Annual Report . A copy of this Proxy Statement, the Company’s728@nual Report to Stockholders, its audited finahstatements, together
with other related information, are available oa thternet and are being mailed to shareholdersretpoested printed versions. Additionally,
these materials and the Company’s Annual RepoRarm 10-K/A for the year ended December 31, 2067iled with the SEC, and all
financial statements or schedules required tolbd fvith the SEC pursuant to Rule 13a-1 may beiodtefrom our web site at
www.portfoliorecovery.com, or by contacting the Guamy’s Investor Relations Liaison at the Comparheadquarters, at 120 Corporate Bl
Norfolk, VA 23502. A copy of the Compa’s Annual Report on Form 10-K/A, and other periofiliags also may be obtained from the SEC’s
EDGAR database at www.sec.gov

Electronic Delivery of 2009 Proxy Materials and Anmial Report . Instead of receiving paper copies of next yeRriaxy Statement and
Annual Report in the mail, stockholders may elecidcess their 2009 proxy materials online. The @y encourages all stockholders to
make the election to obtain the 2009 proxy matealine in order to save the Company the costadyrcing and mailing these documents,
reduce the amount of stockholder mail and helpgruesenvironmental resources.
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Other Matters . As of the date of this Proxy Statement, the Balels not intend to bring any other business befeé\nnual Meeting except
items incident to the conduct of the Annual Meetiige Company has not received notice from anyksialder of intent to present a proposal
at the Annual Meeting. The enclosed Proxy Card ealfer discretionary authority with respect to teet which are not presently known to
Board at the time of the printing hereof and whiadly properly come before the Annual Meeting. this intention of the persons named on
Proxy Card to vote such Proxy Card with respestuith matters in accordance with their best judgment

By the Order of the Board of Directors.

Judith S. Scott

Secretary
Norfolk, Virginia
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Important Notice Regarding the Availability of Prox y Materials for the Shareholder Meeting to Be Held on
May 16, 2008.

This communication presents only an overview of the more complete proxy materials that are availablet o you
on the Internet. We encourage you to access and rev  iew all of the important information contained in t he proxy
materials before voting.

The Proxy Statement and Annual Report are available  at http://ww3.ics.adp.com/streetlink/PRAA

V' FOLD AND DETACH HERE AND READ THE REVERSE SIDE V'

Please mark
te

mowes [ X
The Board of Directors recommends a vote FOR the el  ection of the The Board of Directors recommends a vote FOR the ra tification of the
directors listed below. selection of the Independent Auditors below.
1. Election of Directors FOR all WITHHOLD AUTHORITY 2. Ratification of Appointment of Independent FOR AGAINST ABSTAIN

Nominees listed to vote for the Auditors
to the left nominees listed

Independent Auditors: KPMG, LLP
NOMINEES: (01) Scott Tabakin
(02) James Voss

(Instruction: To withhold authority to vote for any individual nominee,
strike a line through that nominee 's name in the list above)

When this Proxy is properly executed, the shares to which it relates will be voted
in the manner directed herein.
YOUR VOTE IS IMPORTANT. THANK YOU FOR VOTING

| plan to attend the Annual Meeting in person

COMPANY ID:

PROXY NUMBER:

ACCOUNT NUMBER:

Signature Signature Date 2008

Note: Please sign exactly as name appears hereon. Joint owners should each sign. When signing as attorney, executor, administrator or guardian, please give full title as such. The signer
hereby revokes all proxies heretofore given by the signer to vote at said meeting or any adjournments thereof. By signing this proxy card, you acknowledge receipt of the Proxy Statement
and the Notice of Annual Meeting of Stockholders to be held on May 16, 2008.




THIS ADMISSION TICKET IS REQUIRED FOR ADMITTANCE TO THE
PORTFOLIO RECOVERY ASSOCIATES, INC.
Annual Meeting of Stockholders to be held

For Holders of Record as of March 19, 2008

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

V' FOLD AND DETACH HERE AND READ THE REVERSE SIDE V'

Proxy Card

PORTFOLIO RECOVERY ASSOCIATES, INC.
Proxy Solicited by the Board of Directors
For Annual Meeting of Stockholders to be held May 16, 2008
For Holders of Record as of March 19, 2008

William Brophey and Penelope Kyle, or either of them, each with the power of substitution, are hereby authorized to represent and
vote the shares of the undersigned, with all the powers which the undersigned would possess if personally present, at the Annual
Meeting of Stockholders of Portfolio Recovery Associates, Inc. to be held on May 16, 2008, or at any postponement or adjournment
thereof. The undersigned acknowledges receipt of the Notice of the Annual Meeting of Stockholders and of the accompanying
Proxy Statement, and revokes any proxy heretofore given with respect to such meeting. The votes entitled to be cast by the
undersigned will be cast as instructed. If this proxy is executed but no instruction given, the votes entitled to be cast by the
undersigned will be voted in accordance with the recommendations of the Board of Directors.

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

SEE REVERSE SIDE



