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$
368,003
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705,490

$
897,080

$
272,433

$
4,256,354

Cash Collections By Year, By Year of Purchase — Purchased Bankruptcy Portfolio

(in thousands)
Cash Collection Period

Purchase Purchase YTD

Period Price 199620080 2006 2007 2008 2009 2010 2011 2012 2013 Total
2004 $7,468 743 4,554 3,956 2,777 1,455 496 164 149 108 20 $14,422
2005 29,301 — 3,777 15,500 11,934 6,845 3,318 1,382 466 250 52 43,524
2006 17,630 — — 5,608 9455 6,522 4,398 2,972 1,526 665 134 31,280
2007 78,544 — — — 2,850 27,972 25,630 22,829 16,093 7,551 412 103,337
2008 108,604 — — — — 14,024 35,894 37,974 35,690 28,956 4,620 157,158
2009 156,050 — — — — — 16,635 81,780 102,780 107,888 23,867 332,950
2010 209,215 — — — — — — 39,486 104,499 125,020 30,753 299,758
2011 182,133 — — — — — — — 15,218 66,379 18,803 100,400
2012 256,209 — — — — — — — 17,388 24,730 42,118
YTD

2013 86,595 —_ — — — — — — — — 5,842 5,842

Total  $1,131,749$743$8,331$25,064$27,016$56,818$86,371$186,587$276,421$354,205%$109,233$1,130,789
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Cash Collections By Year, By Year of Purchase — Core Portfolio

(in thousands)
Cash Collection Period

Purchase Purchase YTD

Period Price 1996-2002005 2006 2007 2008 2009 2010 2011 2012 2013 Total
1996 $3,080 $9,204 $210 $237 $102 $83 $78 $68 $100 $39 $6 $10,12
1997 7,685 21,943 860 597 437 346 215 216 187 112 24 24,937
1998 11,089 31,078 1,811 1,415 882 616 397 382 332 241 46 37,200

1999 18,898 52,846 4,352 3,032 2,243 1,533 1,328 1,139 997 709 140 68,319

2000 25,020 76,596 10,924 8,067 5,202 3,604 3,198 2,782 2,554 1,927 423 115,277
2001 33,481 96,599 22,639 16,048 10,011 6,164 5299 4,422 3,791 3,104 662 168,73¢
2002 42,325 87,073 32,497 24,729 16,527 9,772 7,444 6,375 5844 4,768 1,048 196,077
2003 61,448 74,014 52,640 43,728 30,695 18,818 13,135 10,422 8945 7,477 1,615 261,48¢
2004 51,708 17,276 41,921 36,468 27,973 17,884 13,181 9,780 8,373 6,496 1,374  180,72¢

2005 113,867 — 15,191 59,645 57,928 42,731 30,048 22,351 16,768 13,052 2,957 260,671
2006 90,043 — — 17,363 43,737 34,038 25,351 19,522 16,664 11,895 2,542 171,112
2007 179,853 — — — 39,413 87,039 69,175 60,230 50,995 39,585 8,795  355,23Z
2008 166,553 — — — — 47,253 72,080 62,363 53,654 42,850 9,382 287,582
2009 125393 — — — — — 40,703 95,627 84,339 69,385 15,309 305,363
2010 148,907 — — — — — — 47,076 113,554 109,873 24,219 294,722
2011 212,012 — — — — — — — 61,972 174,461 44,148 280,581
2012 259,481 — — — — — — — — 56,901 45,696 102,597
YTD

2013 127,145 — — — — — — — — — 4,814 4814

Total  $1,677,988$466,629$183,045$211,329$235,150$269,881$281,632$342,755$429,069$542,875$163,200$3,125,
When we acquire a new pool of finance receivables, our estimates typically result in a 60-96 month projection of cash
collections, depending on the type of finance receivables acquired. The following chart shows our historical cash

collections (including cash sales of finance receivables) in relation to the aggregate of the total estimated collection
projections made at the time of each respective pool purchase, adjusted for buybacks, for the last ten years.
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Primarily as a result of the downturn in the economy, the decline in the availability of consumer credit, our efforts to
help customers establish reasonable payment plans, and improvements in our collections capabilities which have
allowed us to profitably collect on accounts with lower balances or lower quality, the average payment size has
decreased over the past several years. However, due to improved scoring and segmentation, together with enhanced
productivity, we have been able to realize increased amounts of cash collections by generating enough incremental
payments to overcome the decrease in payment size. The decreasing average payment size trend moderated during
2012 and the first three months of 2013.

The following chart illustrates the excess of our cash collections on our owned portfolios over income recognized on
finance receivables on a quarterly basis. The difference between cash collections and income recognized on finance
receivables is referred to as payments applied to principal. It is also referred to as amortization of purchase price. This
amortization is the portion of cash collections that is used to recover the cost of the portfolio investment represented
on the balance sheet.

(I)Includes cash collections on finance receivables only and excludes cash proceeds from sales of defaulted consumer
receivables.

Seasonality

Collections tend to be higher in the first and second quarters of the year and lower in the third and fourth quarters of

the year, due to customer payment patterns in connection with seasonal employment trends, income tax refunds and

holiday spending habits. Historically, our growth has partially offset the impact of this seasonality.

The following table displays our quarterly cash collections by source, for the periods indicated.

Cash Collection

Source ($ in Q12013 Q42012 Q32012 Q22012 QI2012 Q42011 Q32011 Q22011
thousands)
Call Centerand Other (o9 137 §77 604 $72304  $73.582  $79.805 $61.227 $63.967 $64.566
Collections
rional Lozl 47910 41,521 39913 41464 34852 26316 27245 27329
Collections
titioiitell Lyl 29283 23968 25650 25361 23345  17.615 16444 16,007
Collections
Bankruptcy Court 59 533 91008 91,095 92,018  79.994 75166 74512  68.379
Trustee Collections
Total Cash

\ $275.463 $229211 $229.052 $232.425 $217.996 $180.324 $182,168 $176.281
Collections
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Rollforward of Net Finance Receivables
The following table shows the changes in finance receivables, net, including the amounts paid to acquire new
portfolios (amounts in thousands).

Three Months Ended Three Months Ended

March 31, 2013 March 31, 2012
Balance at beginning of year $1,078,951 $926,734
Acquisitions of finance receivables (1) 212,389 112,093
Foreign currency translation adjustment (922 ) 185
Cash collections applied to principal on finance receivables @) (120,671 ) (93,770 )
Balance at end of year $1,169,747 $945,242
Estimated Remaining Collections $2,486,903 $2,032,873

(1) Acquisitions of finance receivables is net of buybacks and includes certain capitalized acquisition related costs.

(2)Cash collections applied to principal (also referred to as amortization) on finance receivables consists of cash
collections less income recognized on finance receivables, net of allowance charges.

Portfolios by Type and Geography (Domestic Portfolio Only)

The following table categorizes our life to date portfolio purchases as of March 31, 2013, into the major asset types

represented (amounts in thousands):

Life to Date Original Purchase

Account Type No. of Accounts % Purchased % . %
Price @

Face Value (D
Major Credit Cards 17,815 56 % $50,378,631 70 % $2,015,177 70 %
Consumer Finance 6,175 19 7,446,648 10 135,795 5
Private Label Credit Cards 7,060 23 9,730,256 14 635,100 22
Auto Deficiency 651 2 4,594,236 6 86,600 3
Total: 31,701 100 % 72,149,771 100 % 2,872,672 100 %

(I)Life to Date Purchased Face Value represents the original face amount purchased from sellers and has not been
reduced by any adjustments including payments and buybacks.
(2)Original Purchase Price represents the cash paid to sellers to acquire portfolios of defaulted consumer receivables.

The following table summarizes our life to date portfolio purchases as of March 31, 2013, into the delinquency
categories represented (amounts in thousands).

LD 9 DB Original Purchase

Account Type No. of Accounts % Purchased % . %
Price @

Face Value (D
Fresh 2,603 8 % $6,558,066 9 % $658,165 23 %
Primary 4,714 15 8,825,206 12 468,115 16
Secondary 5,683 18 8,601,377 12 345,182 12
Tertiary 4,049 13 5,455,392 8 76,829 3
BK Trustees 4,465 14 20,119,380 28 1,182,080 41
Other 10,187 32 22,530,350 31 142,301 5
Total: 31,701 100 % 72,149,771 100 % 2,872,672 100 %

(I)Life to Date Purchased Face Value represents the original face amount purchased from sellers and has not been
reduced by any adjustments including payments and buybacks.
(2)Original Purchase Price represents the cash paid to sellers to acquire portfolios of defaulted consumer receivables.
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We also review the geographic distribution of accounts within a portfolio because we have found that state specific
laws and rules can have an effect on the collectability of accounts located there. In addition, economic factors and
bankruptcy trends vary regionally and are factored into our maximum purchase price equation.
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The following table summarizes our life to date portfolio purchases as of March 31, 2013, by geographic location
(amounts in thousands):

Life to Date Purchased Original Purchase
Geographic Distribution No. of Accounts% % %
Face Value (U Price @

California 3,360 11 % $ 9,499,719 13 % $369,174 13 %
Texas 4,563 14 7,979,201 11 250,096 9
Florida 2,505 8 6,827,064 9 259,070 9
New York 1,790 6 4,238,925 6 149,781 5
Ohio 1,521 5 2,710,452 4 121,521 4
Pennsylvania 1,130 4 2,632,299 4 103,267 4
North Carolina 1,139 4 2,545,318 4 100,076 3
Illinois 1,184 4 2,533,135 4 112,343 4
Georgia 1,025 3 2,399,035 3 114,981 4
Michigan 838 3 1,947,256 3 87,745 3
New Jersey 725 2 1,939,185 3 80,752 3
Arizona 565 2 1,551,391 2 61,501 2
Virginia 858 3 1,536,589 2 67,327 2
Tennessee 674 2 1,503,487 2 68,021 2
Massachusetts 538 2 1,321,884 2 51,052 2
Indiana 571 2 1,281,603 2 63,442 2
Other® 8,715 25 19,703,228 26 812,523 29
Total: 31,701 100 % 72,149,771 100 % 2,872,672 100 %

(I)Life to Date Purchased Face Value represents the original face amount purchased from sellers and has not been
reduced by any adjustments, including payments and buybacks.

(2)Original Purchase Price represents the cash paid to sellers to acquire portfolios of defaulted consumer receivables.

(3)Each state included in “Other” represents less than 2% of the face value of total defaulted consumer receivables.

Collections Productivity

The following tables display various collections productivity measures that we track. The tables below contain our

collector productivity metrics as defined by calendar quarter.

Quarterly Cash Collections per Collector Hour Paid (Domestic Portfolio Only)

Core cash collections (D

2009 2010 2011 2012 2013
Q1 $120 $135 $162 $166 $186
Q2 $114 $127 $154 $169 $—
Q3 $111 $127 $152 $171 $—
Q4 $109 $129 $137 $150 $—

Total cash collections @

2009 2010 2011 2012 2013
Q1 $147 $182 $241 $258 $298
Q2 $143 $188 $243 $275 $—
Q3 $144 $200 $249 $279 $—
Q4 $148 $204 $228 $245 $—
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Non-legal cash collections ()

2009 2010 2011 2012 2013
Q1 $118 $154 $204 $216 $244
Q2 $116 $160 $205 $225 $—
Q3 $119 $170 $212 $230 $—
Q4 $123 $174 $194 $200 $—

Non-legal/non-bankruptcy cash collections ()

2009 2010 2011 2012 2013
Ql $90 $106 $125 $125 $133
Q2 $87 $100 $116 $120 $—
Q3 $87 $97 $115 $122 $—
Q4 $84 $98 $103 $105 $—

Represents total cash collections less purchased bankruptcy cash collections from trustee-administered accounts.
This metric includes cash collections from purchased bankruptcy accounts administered by the Core call center
(1)collection floor as well as cash collections generated by our internal staff of legal collectors. This calculation does
not include hours paid to our internal staff of legal collectors or to employees processing the bankruptcy-required

notifications to trustees.
Represents total cash collections (assigned and unassigned) divided by total hours paid (including holiday, vacation
and sick time) to collectors (including those in training).
Represents total cash collections less external legal cash collections. This metric includes internal legal collections
and all bankruptcy collections and excludes any hours associated with either of those functions.
Represents total cash collections less external legal cash collections and less purchased bankruptcy cash
@) collections from trustee-administered accounts. This metric does not include any labor hours associated
with the bankruptcy or legal (internal or external) functions but does include internally-driven cash
collections from the internal legal channel.

2)
3)

Liquidity and Capital Resources

Historically, our primary sources of cash have been cash flows from operations, bank borrowings and equity offerings.
Cash has been used for acquisitions of finance receivables, corporate acquisitions, repurchase of our common stock,
payment of cash dividends, repayments of bank borrowings, operating expenses, purchases of property and equipment
and working capital to support our growth.

As of March 31, 2013, cash and cash equivalents totaled $39.1 million, compared to $32.7 million at December 31,
2012. Total debt outstanding on our $600.0 million credit facility was $370.8 million as of March 31, 2013, which
represents availability of $228.0 million.

We have in place forward flow commitments for the purchase of defaulted consumer receivables over the next 12
months of approximately $283.8 million as of March 31, 2013. Additionally we may enter into new or renewed flow
commitments in the next twelve months and close on spot transactions in addition to the aforementioned flow
agreements. We believe that funds generated from operations and from cash collections on finance receivables,
together with existing cash and available borrowings under our credit agreement will be sufficient to finance our
operations, planned capital expenditures, the aforementioned forward flow commitments, and a material amount of
additional portfolio purchasing in excess of the currently committed flow amounts during the next twelve months.

We entered into the $600.0 million secured credit facility referred to above, on December 19, 2012. Refer to the
“Borrowings” section below for additional information on this facility.

We filed a $150 million shelf registration during the third quarter of 2009. We issued $75.5 million of equity
securities under that registration statement during February 2010 in order to take advantage of market opportunities
while retaining the ability to issue up to an additional $74.5 million of equity or debt securities under the shelf
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registration statement in the future. The outcome of any future transaction is subject to market conditions.

With the acquisition of a controlling interest in CCB, we have the right to call (purchase) the noncontrolling interest
through February 2015. In addition, the noncontrolling interest has the right to put the remainder of the shares to us
beginning in March 2012 and ending February 2018. From March 2012 to February 2015, the put option is subject to
a minimum amount of trailing
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EBITDA. As of March 31, 2013, the total maximum amount we would have to pay for the noncontrolling interest in
CCB under any circumstances is $11.4 million. In February 2013, we exercised our right to purchase half of the
remaining noncontrolling interest for a purchase price of $1.1 million.

We file domestic income tax returns using the cost recovery method for tax revenue recognition as it relates to our
debt purchasing business. The Internal Revenue Service (“IRS”) has audited and issued a Notice of Deficiency for the
tax years ended December 31, 2007, 2006 and 2005. It has asserted that cost recovery for tax revenue recognition does
not clearly reflect taxable income and that unused line fees paid on credit facilities should be capitalized and
amortized rather than taken as a current deduction. We have filed a petition in the United States Tax Court and
believe we have sufficient support for the technical merits of our positions and that it is more-likely-than-not that they
will ultimately be sustained; therefore, a reserve for uncertain tax positions is not necessary. If we are unsuccessful in
the United States Tax Court, we can appeal to the federal Circuit Court of Appeals. If judicial appeals prove
unsuccessful, we may ultimately be required to pay the related deferred taxes, any potential interest, and penalties,
possibly requiring additional financing from other sources. In accordance with the Internal Revenue Code,
underpayments of federal tax accrue interest, compounded daily, at the applicable federal short term rate plus three
percentage points. An additional two percentage points applies to large corporate underpayments of $100,000 or more
to periods after the applicable date as defined in the Internal Revenue Code. Deferred taxes related to this item were
$190.2 million at March 31, 2013.

Cash generated from operations is dependent upon our ability to collect on our finance receivables. Many factors,
including the economy and our ability to hire and retain qualified collectors and managers, are essential to our ability
to generate cash flows. Fluctuations in these factors that cause a negative impact on our business could have a material
impact on our future cash flows.

Our operating activities provided cash of $58.1 million and $20.1 million for the three months ended March 31, 2013
and 2012, respectively. In these periods, cash from operations was generated primarily from net income earned
through cash collections and fee income received for the period. The increase was due in part to an increase in net
income to $38.5 million for the three months ended March 31, 2013, from $25.2 million for the three months ended
March 31, 2012. The remaining increase was mainly attributable to the timing of income tax payments.

Our investing activities used cash of $94.2 million and $64.2 million during the three months ended March 31, 2013
and 2012, respectively. Cash provided by investing activities is primarily driven by cash collections applied to
principal on finance receivables. Cash used in investing activities is primarily driven by acquisitions of defaulted
consumer receivables, purchases of property and equipment and business acquisitions. The majority of the increase
was due to an increase in acquisitions of finance receivables, which increased from $108.2 million for the three
months ended March 31, 2012 to $212.4 million for the three months ended March 31, 2013, partially offset by an
increase in collections applied to principal on finance receivables from $93.8 million for the three months ended
March 31, 2012 to $120.7 million for the three months ended March 31, 2013. In addition, cash of $48.7 million was
used on business acquisitions during the three months ended March 31, 2012 compared to $0 in three months ended
March 31, 2013.

Our financing activities provided cash of $42.7 million and $44.0 million during the three months ended March 31,
2013 and 2012, respectively. Cash is primarily provided by draws on our line of credit. Cash used in financing
activities is primarily driven by principal payments on our line of credit, principal payments on long-term debt and
repurchases of our common stock.

Cash paid for interest was $2.7 million and $2.6 million for the three months ended March 31, 2013 and 2012,
respectively. Interest was paid on our line of credit and long-term debt. Cash paid for income taxes was $2.9 million
and $12.5 million for the three months ended March 31, 2013 and 2012, respectively. The decrease in the taxes paid
for the three months ended March 31, 2013 as compared to the three months ended March 31, 2012, is the result of the
timing and amount of estimated taxes paid during the respective tax year.

Borrowings

On December 19, 2012, we entered into a credit agreement with Bank of America, N.A., as administrative agent, and
a syndicate of lenders named therein (the “Credit Agreement”). Under the terms of the Credit Agreement, the credit
facility includes an aggregate principal amount available of $600.0 million (subject to the borrowing base and
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applicable debt covenants) which consists of a $200.0 million floating rate term loan that matures on December 19,
2017 and a $400.0 million revolving credit facility that matures on December 19, 2017. The term and revolving loans
accrue interest, at our option, at either the base rate or the Eurodollar rate (as defined in the Credit Agreement) for the
applicable term plus 2.50% per annum in the case of the Eurodollar rate loans and 1.50% in the case of the base rate
loans. The base rate is the highest of (a) the Federal Funds Rate plus 0.50%, (b) Bank of America’s prime rate, and

(c) the Eurodollar rate plus 1.00%. Interest is payable on base rate loans quarterly in arrears and on Eurodollar loans in
arrears on the last day of each interest period or, if such interest period exceeds three months, every three months. Our
revolving credit facility includes a $20.0 million swingline loan sublimit, a $20.0 million letter of credit sublimit and a
$20.0 million alternative currency equivalent sublimit. It also contains an accordion loan feature that allows us to
request an increase of up to $250.0 million in the amount available for borrowing under the revolving credit facility,
whether from existing
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or new lenders, subject to terms of the Credit Agreement. No existing lender is obligated to increase its commitment.
The Credit Agreement is secured by a first priority lien on substantially all of our assets. The Credit Agreement
contains restrictive covenants and events of default including the following:

borrowings may not exceed 30% of the ERC of all our eligible asset pools plus 75% of our eligible accounts
receivable;

the consolidated leverage ratio (as defined in the Credit Agreement) cannot exceed 2.0 to 1.0 as of the end of any
fiscal quarter;

consolidated tangible net worth (as defined in the Credit Agreement) must equal or exceed $455,091,200 plus 50% of
positive cumulative consolidated net income for each fiscal quarter beginning with the quarter ended December 31,
2012, plus 50% of the cumulative net proceeds of any equity offering;

eapital expenditures during any fiscal year cannot exceed $30 million;

cash dividends and distributions during any fiscal year cannot exceed $20 million;

stock repurchases during the term of the agreement cannot exceed $250 million and cannot exceed $100 million in a
single fiscal year;

permitted acquisitions (as defined in the Credit Agreement) during any fiscal year cannot exceed $250 million;

We must maintain positive consolidated income from operations (as defined in the Credit Agreement) during any
fiscal quarter; and

restrictions on changes in control.

The revolving credit facility also bears an unused commitment fee of 0.375% per annum, payable quarterly in arrears.
Our borrowings at March 31, 2013 consisted of $148.0 million in 30-day Eurodollar rate loans and $24.0 million in
base rate loans with a weighted average interest rate of 2.74%. In addition, we had $198.8 million outstanding on the
term loan at March 31, 2013 with an annual interest rate of 2.70%.

We had $370.8 million and $327.0 million of borrowings outstanding on our credit facility as of March 31, 2013 and
December 31, 2012, respectively.

We were in compliance with all covenants of our credit facilities as of March 31, 2013 and December 31, 2012.
Undistributed Earnings of Foreign Subsidiaries

We intend to use remaining accumulated and future undistributed earnings of foreign subsidiaries to expand
operations outside the United States; therefore, such undistributed earnings of foreign subsidiaries are considered to be
indefinitely reinvested outside the United States. Accordingly, no provision for U.S. federal and state income tax has
been provided thereon. If management intentions change and eligible undistributed earnings of foreign subsidiaries are
repatriated, taxes would be accrued and paid on such earnings.

Stockholders’ Equity

Stockholders’ equity was $751.0 at March 31, 2013 and $708.4 million at December 31, 2012. The increase was
primarily attributable to $38.6 million in net income attributable to PRA during the first three months of 2013.
Contractual Obligations

Our contractual obligations as of March 31, 2013 were as follows (amounts in thousands):

Payments due by period

Less 1-3 3.5 More

Contractual Obligations Total than 1 than 5
years years

year years
Operating Leases $23,638 $5,637 $10,116 $5,958 $1,927
Line of Credit (D 203,244 5,855 12,088 185,301 —
Long-term Debt @ 226,088 12,118 38,817 175,153 —
Purchase Commitments @) 4) 313,911 310,905 2,628 378 —
Employment Agreements 11,282 8,269 3,013 — —
Total $778,163 $342,784 $66,662 $366,790 $1,927
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This amount includes principal, estimated interest and unused line fees due on the line of credit and assumes that
(1)the balance on the line of credit remains constant from the March 31, 2013 balance of $172.0 million and the
balance is paid in full at its respective maturity in December 2017.
(2) This amount also includes estimated interest on our long-term borrowings under our credit facility.
(3)This amount includes the maximum remaining amount to be purchased under forward flow contracts for the
purchase of charged-off consumer debt in the amount of approximately $283.8 million.
( 4)This amount includes the maximum remaining purchase price of $11.4 million which is the maximum amount that
could be paid to acquire the noncontrolling interest of CCB.
Off-Balance Sheet Arrangements
We do not have any off balance sheet arrangements as defined by Regulation S-K 303(a)(4) promulgated under the
Securities Exchange Act of 1934 (the “Exchange Act”).
Recent Accounting Pronouncements
In July 2012, the FASB issued ASU 2012-02, “Intangibles-Goodwill and Other (Topic 350): Testing Indefinite-Lived
Intangible Assets for Impairment” to amend the accounting guidance on intangible asset impairment testing. The ASU
permits entities to perform an optional qualitative assessment for determining whether it is more likely than not that an
indefinite-lived intangible asset is impaired. The guidance is effective for annual and interim impairment tests
performed for fiscal years beginning after September 15, 2012. Early adoption is permitted. We adopted ASU 2012-02
in the first quarter of 2013 which had no material impact on our consolidated financial statements.
In February 2013, the FASB issued ASU 2013-02, "Comprehensive Income (Topic 220): Reporting of Amounts
Reclassified Out of Accumulated Other Comprehensive Income," which requires entities to provide information about
the amounts reclassified out of accumulated other comprehensive income, by component. In addition, entities are
required to present, either on the face of the statement where net income is presented or in the notes, significant
amounts reclassified out of accumulated other comprehensive income by the respective line items of net income but
only if the amount reclassified is required under U.S. GAAP to be reclassified to net income in its entirety in the same
reporting period. For other amounts that are not required under U.S. GAAP to be reclassified in their entirety to net
income, entities are required to cross-reference to other disclosures required under U.S. GAAP that provide additional
detail on these amounts. We adopted ASU 2013-02 in the first quarter of 2013 which had no material impact on our
consolidated financial statements.
In March 2013, the FASB issued ASU 2013-05, "Foreign Currency Matters (Topic 830): Parent's Accounting for the
Cumulative Translation Adjustment upon Derecognition of Certain Subsidiaries or Groups of Assets within a Foreign
Entity or of an Investment in a Foreign Entity," which defines the treatment of the release of cumulative translation
adjustments upon derecognition of certain subsidiaries or groups of assets within a foreign entity or of an investment
in a foreign entity. This ASU is effective for fiscal years, and interim periods within those years, beginning after
December 15, 2013. Early adoption is permitted and prior periods should not be adjusted. We do not expect the
adoption of this guidance to have a material impact on our consolidated financial statements.
Critical Accounting Policies
Our consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting
principles. Our significant accounting policies are discussed in Note 1 of the Notes to the Consolidated Financial
Statements. Our significant accounting policies are fundamental to understanding our results of operations and
financial condition because they require that we use estimates, assumptions and judgments that affect the reported
amounts of revenues, expenses, assets, and liabilities.
Three of these policies are considered to be critical because they are important to the portrayal of our financial
condition and results, and because they require management to make judgments and estimates that are difficult,
subjective, and complex regarding matters that are inherently uncertain.
We base our estimates on historical experience, current trends and on various other assumptions that we believe are
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. If these estimates differ significantly
from actual results, the impact on our consolidated financial statements may be material.
Management has reviewed these critical accounting policies with the Company's Audit Committee.
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Revenue Recognition

Finance Receivables:

We account for our investment in finance receivables under the guidance of ASC 310-30. We acquire portfolios of
accounts that have experienced deterioration of credit quality between origination and our acquisition of the accounts.
The amount paid for a portfolio reflects our determination that it is probable we will be unable to collect all amounts
due according to an account's contractual terms. At acquisition, we review the accounts to determine whether there is
evidence of deterioration of credit quality since origination, and if it is probable that we will be unable to collect all
amounts due according to the loan's contractual terms. If both conditions exist, we then determine whether each such
account is to be accounted for individually or whether such accounts will be assembled into pools based on common
risk characteristics. We consider expected prepayments and estimate the amount and timing of undiscounted expected
principal, interest and other cash flows (expected at acquisition) for each acquired portfolio based on our proprietary
models, and then subsequently aggregate portfolios of accounts into pools. We determine the excess of the pool's
scheduled contractual principal and contractual interest payments over all cash flows expected at acquisition as an
amount that should not be accreted (nonaccretable difference). The remaining amount, representing the excess of the
pool's cash flows expected to be collected over the amount paid, is accreted into income recognized on finance
receivables over the remaining estimated life of the pool (accretable yield). ASC 310-30 requires that the excess of the
contractual cash flows over expected cash flows, based on our estimates derived from our proprietary collection
models, not be recognized as an adjustment of revenue or expense or on the balance sheet.

Under ASC 310-30 static pools of accounts may be established. These pools are aggregated based on certain common
risk criteria. Each static pool is recorded at cost, which may include certain direct costs of acquisition paid to third
parties, and is accounted for as a single unit for the recognition of income, payments applied to principal and loss
provision. Once a static pool is established for a calendar quarter, individual receivable accounts are not added to the
pool (unless replaced by the seller) or removed from the pool (unless sold or returned to the seller). ASC 310-30,
utilizing the interest method, initially freezes the yield, estimated when the accounts are purchased, as the basis for
subsequent impairment testing. The yield is estimated and periodically recalculated based on the timing and amount of
anticipated cash flows using our proprietary collection models. Income on finance receivables is accrued quarterly
based on each static pool's effective yield. Significant increases in expected future cash flows may be recognized
prospectively, through an upward adjustment of the yield, over a pool's remaining life. Any increase to the yield then
becomes the new benchmark for impairment testing. Under ASC 310-30, rather than lowering the estimated yield if
the collection estimates are not received or projected to be received, the carrying value of a pool would be written
down to maintain the then current yield and is shown as a reduction in revenue in the consolidated income statements
with a corresponding valuation allowance offsetting finance receivables, net, on the consolidated balance sheets.
Quarterly cash flows greater than the interest accrual will reduce the carrying value of the static pool. This reduction
in carrying value is defined as payments applied to principal (also referred to as principal amortization). Likewise,
cash flows that are less than the interest accrual will accrete the carrying balance. Generally, we do not record
accretion in the first six to twelve months of the estimated life of the pool; accordingly, we utilize either the cost
recovery method or cash method when necessary to prevent accretion as permitted by ASC 310-30. Under the cash
method, revenue is recognized as it would be under the interest method up to the amount of cash collections. Under
the cost recovery method, no revenue is recognized until we have fully collected the cost of the pool. A pool can
become fully amortized (zero carrying balance on the balance sheet) while still generating cash collections. In this
case, all cash collections are recognized as revenue when received. Additionally, we use the cost recovery method
when collections on a particular pool of accounts cannot be reasonably predicted. These cost recovery pools are not
aggregated with other pools. Under the cost recovery method, no revenue is recognized until we have fully collected
the cost of the pool, or until such time that we consider the collections to be probable and estimable and begin to
recognize income based on the interest method as described above.

We establish valuation allowances, if necessary, for acquired accounts subject to ASC 310-10. Valuation allowances
are established only subsequent to acquisition of the accounts.

We implement the accounting for income recognized on finance receivables under ASC 310-30 as follows. We create
each accounting pool using our projections of estimated cash flows and expected economic life. We then compute the

Explanation of Responses: 22



Edgar Filing: OLD SECOND BANCORP INC - Form 4

effective yield that fully amortizes the pool to the end of its expected economic life based on the current projections of
estimated cash flows. As actual cash flow results are recorded, we balance those results to the data contained in our
proprietary models to ensure accuracy, then review each pool watching for trends, actual performance versus
projections and curve shape (a graphical depiction of the timing of cash flows), regularly re-forecasting future cash
flows utilizing our statistical models. The review process is primarily performed by our finance staff; however, our
operational and statistical staff is also involved, providing updated statistical input and cash projections to the finance
staff. If there is an increase in expected cash flows, we will recognize the effect of the increase prospectively through
an increase in yield. If a valuation allowance had been previously recognized for that pool, the allowance is reversed
before recording any prospective yield adjustments. If the over performance is considered more of an acceleration of
cash flows (a timing difference), we will: a) adjust estimated future cash flows downward which effectively extends
the amortization period to fall within a reasonable expectation of the pool's economic life, b) introduce some level of
future cash adjustment as
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noted previously coupled with an increase in yield in order for the amortization period to fall within a reasonable
expectation of the pool's economic life, or c) take no action at all if the amortization period falls within a reasonable
expectation of the pool's expected economic life. To the extent there is underperformance, we will record an
allowance if the underperformance is significant and will also consider revising estimated future cash flows based on
current period information, or take no action if the pool's amortization period is reasonable and falls within the
currently projected economic life.

Fee Income:

We utilize the provisions of ASC Topic 605-45, “Principal Agent Considerations” (“ASC 605-45) to account for fee
income revenue. ASC 605-45 requires an analysis to be completed to determine if certain revenues should be reported
gross or reported net of their related operating expense. This analysis includes an assessment of who retains
inventory/credit risk, controls vendor selection, establishes pricing and remains the primary obligor on the transaction.
Each of these factors was considered to determine the correct method of recognizing revenue.

Our skip tracing subsidiary utilizes both gross and net reporting under ASC 605-45. We generate revenue by working
an account and successfully locating a customer for our client. An “investigative fee” is received for these services. In
addition, we incur “agent expenses’” where we hire a third-party collector to effectuate repossession. In many cases we
have an arrangement with our client which allows us to bill the client for these fees. We have determined these fees to
be gross revenue based on the criteria in ASC 605-45 and they are recorded as such in the line item “Fee income,”
because we are primarily liable to the third party collector. There is a corresponding expense in “Agent fees” for these
pass-through items. We also incur fees to release liens on the repossessed collateral. These lien-release fees and
related reimbursement of these fees are netted in the line “Agent fees.”

Our government processing and collection business' primary source of income is derived from servicing taxing
authorities in several different ways: processing all of their tax payments and tax forms, collecting delinquent taxes,
identifying taxes that are not being paid and auditing tax payments. The processing and collection pieces are standard
commission based billings or fee-for-service transactions. When an audit is conducted, there are two components. The
first component is a billing for the hours incurred to conduct the audit. This billing is marked up from the actual costs
incurred. The gross billing is a component of the line item “Fee income” and the expense is included in the line item
“Compensation and employee services.” The second component is expenses incurred while conducting the audit. Most
jurisdictions will reimburse us for direct expenses incurred for the audit including such items as travel and meals. The
billed amounts are included in the line item “Fee income” and the expense component is included in its appropriate
expense category, generally, “Other operating expenses.”

Our claims administration and payment processing business utilizes net reporting under ASC 605-45. We generate
revenue by filing claims with the class action claims administrator on behalf of our clients and receiving the related
settlement payment. Under SEC Staff Accounting Bulletin 104, we have determined that our fee is not earned until we
have received the settlement funds. When a payment is received from the claims administrator for settlement of a
lawsuit, the fee is recorded on a net basis as revenue and included in the line item “Fee income.” The balance of the
received amounts is recorded as a liability and included in the line item “Accounts payable.”

Our United Kingdom subsidiary generates revenue from both purchased finance receivables which is accounted for as
described above and finance receivables serviced on a contingent fee basis. These serviced portfolios are owned by
our clients and placed under a contingent fee commission arrangement. Our subsidiary is paid to collect funds from
the client's debtors and earns a commission generally expressed as a percentage of the gross collections amount. The
"Fee income" line of our income statement reflects the contingent fee amount earned, and not the gross collection
amount.

Valuation of Acquired Intangibles and Goodwill

In accordance with ASC Topic 350, “Intangibles-Goodwill and Other” (“ASC 350”), we amortize intangible assets over
their estimated useful lives. Goodwill, pursuant to ASC 350, is not amortized but rather is reviewed for impairment
annually or earlier if indicators of potential impairment exist. The review of goodwill for potential impairment is
highly subjective and requires that: (1) goodwill is allocated to various reporting units of our business to which it
relates; and (2) we estimate the fair value of those reporting units to which the goodwill relates and then determine the
book value of those reporting units. During the review, we also consider qualitative factors that may have an impact
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on the final assessment regarding potential impairment. If the estimated fair value of reporting units with allocated
goodwill is determined to be less than their book value, we are required to estimate the fair value of all identifiable
assets and liabilities of those reporting units in a manner similar to a purchase price allocation for an acquired
business. This requires independent valuation of certain unrecognized assets. Once this process is complete, the
amount of goodwill impairment, if any, can be determined.
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Income Taxes

We follow the guidance of FASB ASC Topic 740 “Income Taxes” (“ASC 740”) as it relates to the provision for income
taxes and uncertainty in income taxes. Accordingly, we record a tax provision for the anticipated tax consequences of
the reported results of operations. In accordance with ASC 740, the provision for income taxes is computed using the
asset and liability method, under which deferred tax assets and liabilities are recognized for the expected future tax
consequences of temporary differences between the financial reporting and tax basis of assets and liabilities, and for
operating losses and tax credit carry-forwards. Deferred tax assets and liabilities are measured using the currently
enacted tax rates that apply to taxable income in effect for the years in which those tax assets are expected to be
realized or settled. The evaluation of a tax position in accordance with the guidance is a two-step process. The first
step is recognition: the enterprise determines whether it is more-likely-than-not that a tax position will be sustained
upon examination, including resolution of any related appeals or litigation processes, based on the technical merits of
the position. In evaluating whether a tax position has met the more-likely-than-not recognition threshold, the
enterprise should presume that the position will be examined by the appropriate taxing authority that would have full
knowledge of all relevant information. The second step is measurement: a tax position that meets the
more-likely-than-not recognition threshold is measured to determine the amount of benefit to recognize in the
financial statements. The tax position is measured as the largest amount of benefit that is greater than fifty percent
likely of being realized upon ultimate settlement. Tax positions that previously failed to meet the
more-likely-than-not recognition threshold should be recognized in the first subsequent financial reporting period in
which that threshold is met. Previously recognized tax positions that no longer meet the more-likely-than-not
recognition threshold should be derecognized in the first subsequent financial reporting period in which that threshold
is no longer met. We record interest and penalties related to unrecognized tax benefits as a component of income tax
expense.

We utilize the cost recovery method of income recognition for tax purposes. We believe cost recovery to be an
acceptable method for companies in the bad debt purchasing industry. Under the cost recovery method, collections on
finance receivables are applied first to principal to reduce the finance receivables to zero before any income is
recognized.

In the event that all or part of the deferred tax assets are determined not to be realizable in the future, a valuation
allowance would be established and charged to earnings in the period such determination is made. If we subsequently
realize deferred tax assets that were previously determined to be unrealizable, the respective valuation allowance
would be reversed, resulting in a positive adjustment to earnings or a decrease in goodwill in the period such
determination is made. The calculation of tax liabilities involves significant judgment in estimating the impact of
uncertainties in the application of complex tax laws. Resolution of these uncertainties in a manner inconsistent with
our expectations could have a material impact on our results of operations and financial position.

Item 3. Quantitative and Qualitative Disclosure About Market Risk

Interest Rate Risk

We are subject to interest rate risk from outstanding borrowings on our variable rate credit facility. We assess this
interest rate risk by estimating the increase in interest expense that would occur due to an increase in short-term
interest rates. The average borrowings on our variable rate credit facility were $359.6 million and $214.6 million for
the three months ended March 31, 2013 and 2012, respectively. Assuming a 200 basis point increase in interest rates,
for example, interest expense would have increased by $1.8 million and $1.1 million for the three months ended
March 31, 2013 and 2012, respectively, resulting in a decrease in income before income taxes of 2.8% and 2.6%,
respectively. As of March 31, 2013 and December 31, 2012, we had $370.8 million and $265.0 million, respectively,
of variable rate debt outstanding on our credit facility. We did not have any other variable rate debt outstanding as of
March 31, 2013. We had no interest rate hedging programs in place for the three months ended March 31, 2013 and
2012. Significant increases in future interest rates on our variable rate credit facility could lead to a material decrease
in future earnings assuming all other factors remained constant.

Currency Exchange Risk
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We are subject to currency exchange risk from our UK subsidiary. It conducts business in the Pound Sterling, but we
report our financial results in U.S. dollars. Significant fluctuations in exchange rates between the U.S. dollar and the
Pound Sterling may adversely affect our net income. We may or may not implement a hedging program related to
currency exchange rate fluctuation. In the first quarter of 2013 and 2012, MHH revenues were 1.6% and 3.3% of
consolidated revenues, respectively. We had no currency exchange risk hedging programs in place for the three
months ended March 31, 2013 or 2012.
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Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures. We maintain disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) that are designed to ensure that information required to be disclosed in
our Exchange Act reports is recorded, processed, summarized and reported within the time periods specified in the
SEC’s rules and forms, and that such information is accumulated and communicated to our management, including our
Chief Executive Officer and Chief Financial and Administrative Officer, as appropriate, to allow timely decisions
regarding required disclosure. In designing and evaluating the disclosure controls and procedures, management
recognized that any controls and procedures, no matter how well designed and operated, can provide only reasonable
assurance of achieving the desired control objectives, and management necessarily was required to apply its judgment
in evaluating the cost-benefit relationship of possible controls and procedures. Also, controls may become inadequate
because of changes in conditions and the degree of compliance with the policies or procedures may deteriorate. We
conducted an evaluation, under the supervision and with the participation of our Chief Executive Officer and Chief
Financial and Administrative Officer, of the effectiveness of our disclosure controls and procedures as of the end of
the period covered by this report. Based on this evaluation, the Chief Executive Officer and Chief Financial and
Administrative Officer have concluded that, as of March 31, 2013, our disclosure controls and procedures were
effective.

Changes in Internal Control Over Financial Reporting. There was no change in our internal control over financial
reporting that occurred during the quarter ended March 31, 2013 that has materially affected, or is reasonably likely to
materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION

Item 1. Legal Proceedings

We are from time to time subject to routine legal claims and proceedings, most of which are incidental to the ordinary
course of our business. We initiate lawsuits against customers and are occasionally countersued by them in such
actions. Also, customers, either individually, as members of a class action, or through a governmental entity on behalf
of customers, may initiate litigation against us in which they allege that we have violated a state or federal law in the
process of collecting on an account. From time to time, other types of lawsuits are brought against us.

No legal proceedings were commenced during the period covered by this report that the Company believes could
reasonably be expected to have a material adverse effect on its financial condition, results of operations and cash
flows. Refer to Note 11 “Commitments and Contingencies” of our Consolidated Financial Statements for material
developments with respect to legal proceedings previously disclosed with respect to prior periods.

Item 1A. Risk Factors

An investment in our common stock involves a high degree of risk. You should carefully consider the specific risk
factors listed under Part I, Item 1A of our 2012 Annual Report on Form 10-K filed on February 28, 2013, together
with all other information included or incorporated in our reports filed with the SEC. Any such risks may materialize,
and additional risks not known to us, or that we now deem immaterial, may arise. In such event, our business,
financial condition, results of operations or prospects could be materially adversely affected. If that occurs, the market
price of our common stock could fall, and you could lose all or part of your investment.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Share Repurchase Program

On February 2, 2012, the Company's board of directors authorized a share repurchase program to purchase up to
$100,000,000 of the Company's outstanding shares of common stock on the open market. The following table
provides information about the Company's common stock purchased during the first quarter of 2013.

Total Number of Shares et IR eiveibanig

Month Ended Average Price Paid per Share Purchase Price for Share
Purchased
Repurchases Under the Plan
February 28, 2013 8,600 $117.10 $76,257,386
March 31, 2013 7,600 119.08 75,352,887
Total 16,200 $118.03 $75,352,887

Item 3. Defaults Upon Senior Securities
None.

Item 4. Mine Safety Disclosures
Not applicable.

Item 5. Other Information
None.

Item 6. Exhibits

31.1 Section 302 Certifications of Chief Executive Officer.
31.2 Section 302 Certifications of Chief Financial and Administrative Officer.
32.1 Section 906 Certifications of Chief Executive Officer and Chief Financial and Administrative Officer.

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document
101.LAB  XBRL Taxonomy Extension Label Linkbase Document
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document
101.DEF  XBRL Taxonomy Extension Definition Linkbase Document
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SIGNATURES
Pursuant to the requirements of the Exchange Act, the registrant has duly caused this report to be signed on its behalf
by the undersigned, thereunto duly authorized.

PORTFOLIO RECOVERY ASSOCIATES, INC.

(Registrant)
Date: May 8, 2013 By: /s/ Steven D. Fredrickson
Steven D. Fredrickson
Chief Executive Officer, President and
Chairman of the Board of Directors
(Principal Executive Officer)
Date: May 8, 2013 By: /s/ Kevin P. Stevenson

Kevin P. Stevenson

Chief Financial and Administrative
Officer, Executive Vice President,
Treasurer and Assistant Secretary
(Principal Financial and Accounting
Officer)
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