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UNITED STATES
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such filing requirements for the last 90 days. Yes ⌧ No ¨
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File
required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files). Yes ¨ No ¨
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company.
See the definitions of “large accelerated filer,” accelerated filer,” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. (Check one):
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Accelerated filer ⌧

Non-accelerated filer ¨

Smaller reporting company ¨

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes ¨ No ⌧

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date.
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PART I. FINANCIAL INFORMATION
Item 1.

Condensed Consolidated Financial Statements (Unaudited)
ENCORE CAPITAL GROUP, INC.
Condensed Consolidated Statements of Financial Condition
(In Thousands, Except Par Value Amounts)
(Unaudited)

Assets
Cash and cash equivalents
Accounts receivable, net
Investment in receivable portfolios, net
Deferred court costs, net
Property and equipment, net
Prepaid income tax
Other assets
Goodwill
Identifiable intangible assets, net
Total assets
Liabilities and stockholders’ equity
Liabilities:
Accounts payable and accrued liabilities
Income taxes payable
Deferred tax liabilities, net
Debt
Other liabilities
Total liabilities
Commitments and contingencies
Stockholders’ equity:
Convertible preferred stock, $.01 par value, 5,000 shares authorized, no shares issued and outstanding
Common stock, $.01 par value, 50,000 shares authorized, 24,172 shares and 24,011 shares issued and
outstanding as of March 31, 2011 and December 31, 2010, respectively
Additional paid-in capital
Accumulated earnings
Accumulated other comprehensive income
Total stockholders’ equity
Total liabilities and stockholders’ equity
See accompanying notes to condensed consolidated financial statements
1

March 31,
2011

December 31,
2010

$ 22,375
4,474
648,820
34,286
13,677
—
13,892
15,985
676
$754,185

$

$ 26,142
5,475
17,568
382,380
3,780
435,345

$

—
242
115,367
202,573
658
318,840
$754,185

10,905
3,331
644,753
32,158
13,658
1,629
13,301
15,985
748
$ 736,468

26,539
—
17,626
385,264
4,342
433,771

—
240
113,412
188,894
151
302,697
$ 736,468
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ENCORE CAPITAL GROUP, INC.
Condensed Consolidated Statements of Income
(In Thousands, Except Per Share Amounts)
(Unaudited)
Three Months Ended
March 31,
2011
2010

Revenue
Revenue from receivable portfolios, net
Servicing fees and other related revenue
Total revenue
Operating expenses
Salaries and employee benefits (excluding stock-based compensation expense)
Stock-based compensation expense
Cost of legal collections
Other operating expenses
Collection agency commissions
General and administrative expenses
Depreciation and amortization
Total operating expenses
Income from operations
Other (expense) income
Interest expense
Other income
Total other expense
Income before income taxes
Provision for income taxes
Net income
Weighted average shares outstanding:
Basic
Diluted
Earnings per share:
Basic
Diluted

$105,326
4,977
110,303

$82,907
4,431
87,338

19,040
1,765
36,509
10,096
3,914
10,169
1,053
82,546
27,757

15,485
1,761
26,433
9,114
5,296
6,879
673
65,641
21,697

(5,593)
116
(5,477)
22,280
(8,601)
$ 13,679

$
$

See accompanying notes to condensed consolidated financial statements
2

(4,538)
192
(4,346)
17,351
(6,490)
$10,861

24,260
25,451

23,494
24,685

0.56
0.54

$ 0.46
$ 0.44
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ENCORE CAPITAL GROUP, INC.
Condensed Consolidated Statements of Stockholders’ Equity and Comprehensive Income
(Unaudited, In Thousands)
Common Stock

Balance at December 31, 2010

Shares

Par

Additional
Paid-In
Capital

24,011

$240

$ 113,412

Net income

$ 188,894

$

151

Total
Equity

$302,697

Comprehensive
Income

$

—

—
—

Other comprehensive gain:
Unrealized gain on cash flow hedge, net of tax

—

Exercise of stock options and issuance of share-based
awards, net of shares withheld for employee taxes
Stock-based compensation

13,679

—

13, 679

13, 679

507

507

—
—
161

2
—

—
Tax benefit related to stock-based compensation
Balance at March 31, 2011

Accumulated
Earnings

Accumulated
Other
Comprehensive
Income

—

—

507

(1,143)

—

—

(1,141)

—

1,765

—

—

1,765

—

—
—
24,172

$242

1,333
$ 115,367

—
$ 202,573

$

See accompanying notes to condensed consolidated financial statements
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—
658

1,333
$318,840

$

—
14,186
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ENCORE CAPITAL GROUP, INC.
Condensed Consolidated Statements of Cash Flows
(Unaudited, In Thousands)
Three Months Ended
March 31,
2011
2010

Operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Amortization of loan costs and debt discount
Stock-based compensation expense
Deferred income tax (benefit) expense
Excess tax benefit from stock-based payment arrangements
Provision for allowances on receivable portfolios, net
Changes in operating assets and liabilities
Other assets
Deferred court costs
Prepaid income tax and income taxes payable
Accounts payable, accrued liabilities and other liabilities
Net cash provided by operating activities
Investing activities:
Purchases of receivable portfolios
Collections applied to investment in receivable portfolios, net
Proceeds from put-backs of receivable portfolios
Purchases of property and equipment
Net cash used in investing activities
Financing activities:
Payment of loan costs
Proceeds from senior secured notes
Proceeds from notes payable and other borrowings
Repayment of notes payable and other borrowings
Proceeds from net settlement of certain call options
Proceeds from exercise of stock options
Excess tax benefit from stock-based payment arrangements
Repayment of capital lease obligations
Net cash (used in) provided by financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
Supplemental disclosures of cash flow information:
Cash paid for interest
Cash paid for income taxes
Supplemental schedule of non-cash investing and financing activities:
Fixed assets acquired through capital lease
See accompanying notes to condensed consolidated financial statements
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$ 13,679

$ 10,861

1,053
440
1,765
(58)
(1,343)
5,498

673
1,062
1,761
117
(458)
7,881

(1,819)
(2,128)
8,437
(1,889)
23,635

(822)
354
2,903
(3,804)
20,528

(90,675)
80,211
900
(630)
(10,194)

(81,632)
50,384
584
(208)
(30,872)

(734)
25,000
19,000
(46,000)
—
297
1,343
(877)
(1,971)
11,470
10,905
$ 22,375

(4,660)
—
35,000
(22,000)
524
395
458
(186)
9,531
(813)
8,388
$ 7,575

$ 5,002
$ 166

$ 3,516
$ 3,832

$

$

371

862
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ENCORE CAPITAL GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
Note 1: Ownership, Description of Business and Summary of Significant Accounting Policies
Encore Capital Group, Inc. (“Encore”), through its subsidiaries (collectively, the “Company”), is a leader in consumer debt buying and recovery.
The Company purchases portfolios of defaulted consumer receivables and manages them by partnering with individuals as they repay their
obligations and work toward financial recovery. Defaulted receivables are consumers’ unpaid financial commitments to credit originators, including
banks, credit unions, consumer finance companies, commercial retailers, auto finance companies and telecommunication companies, which the
Company purchases at deep discounts. Defaulted receivables also include receivables subject to bankruptcy proceedings or consumer bankruptcy
receivables.
The Company purchases receivables based on robust, account-level valuation methods and employs a suite of proprietary statistical and
behavioral models across the full extent of its operations. These investments allow the Company to value portfolios accurately (and limit the risk of
overpaying), avoid buying portfolios that are incompatible with its methods or goals and precisely align the accounts it purchases with its
operational channels to maximize future collections. As a result, the Company has been able to realize significant returns from the receivables it
acquires. The Company maintains strong relationships with many of the largest credit providers in the United States, and possesses one of the
industry’s best collection staff retention rates.
The Company expands upon the insights created during its purchasing process when building account collection strategies. The Company’s
proprietary consumer-level collectability analysis is the primary determinant of whether an account is actively serviced post-purchase. Throughout
the Company’s ownership period, it continuously refines this analysis to determine the most effective collection strategy to pursue for each
account. After its preliminary analysis, it seeks to collect on only a fraction of the accounts it purchases, through one or more of its collection
channels. The channel identification process is analogous to a funneling system where the Company first differentiates those consumers who are
not able to pay, from those who are. Consumers who the Company believes are financially incapable of making any payments, or are facing
extenuating circumstances or hardships (such as medical issues), are serving in the military, or are currently receiving social security as their only
means of financial sustenance are excluded from the next step of its collection process and are designated as inactive. The remaining pool of
accounts in the funnel then receives further evaluation. At that point, the Company analyzes and determines a consumer’s willingness to pay.
Based on that analysis it will pursue collections through letters and / or phone calls to its consumers. Despite its efforts to reach consumers and
work out a settlement option, only a small number of consumers who are contacted choose to engage with the Company. Those who do are
oftentimes offered deep discounts on their obligations, or are presented with payment plans which are better suited to meet their daily cash flow
needs. The majority of contacted consumers, however, ignore both the Company’s calls and letters, and therefore it must then make the difficult
decision to pursue collections through legal means.
In addition, the Company provides bankruptcy support services to some of the largest companies in the financial services industry through its
wholly owned subsidiary Ascension Capital Group, Inc. (“Ascension”). Leveraging a proprietary software platform dedicated to bankruptcy
servicing, Ascension’s operational platform integrates lenders, trustees, and consumers across the bankruptcy lifecycle.
Financial Statement Preparation
The accompanying interim condensed consolidated financial statements have been prepared by Encore, without audit, in accordance with the
instructions to the Quarterly Report on Form 10-Q, and Rule 10-01 of Regulation S-X promulgated by the Securities and Exchange Commission and,
therefore, do not include all information and footnotes necessary for a fair presentation of its consolidated financial position, results of operations
and cash flows in accordance with accounting principles generally accepted in the United States.
In the opinion of management, the unaudited financial information for the interim periods presented reflects all adjustments, consisting of only
normal and recurring adjustments, necessary for a fair presentation of the Company’s consolidated financial position, results of operations and
cash flows. These condensed consolidated financial statements should be read in conjunction with the consolidated financial statements included
in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2010. Operating results for interim periods are not necessarily
indicative of operating results for an entire fiscal year.
The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to
make estimates and assumptions that affect the reported amounts and the disclosure of contingent amounts in the Company’s financial statements
and the accompanying notes. Actual results could materially differ from those estimates.
5
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Principles of Consolidation
The Company’s condensed consolidated financial statements include the assets, liabilities and operating results of its wholly-owned subsidiaries.
All significant intercompany accounts and transactions have been eliminated.
Reclassification
Certain reclassifications have been made to the condensed consolidated financial statements to conform to the current year’s presentation.
Note 2: Earnings per Share
Basic earnings per share is calculated by dividing net earnings available to common stockholders by the weighted average number of shares of
common stock outstanding during the period. Diluted earnings per share is calculated on the basis of the weighted average number of shares of
common stock plus the effect of dilutive potential common shares outstanding during the period using the treasury stock method. Dilutive
potential common shares include outstanding stock options and restricted stock units.
The components of basic and diluted earnings per share are as follows (in thousands, except earnings per share):
Three Months Ended
March 31,
2011
2010

Net income available for common shareholders (A)

$13,679

$10,861

24,260
1,191
25,451

23,494
1,191
24,685

$ 0.56
$ 0.54

$ 0.46
$ 0.44

Weighted average outstanding shares of common stock (B)
Dilutive effect of stock-based awards
Common stock and common stock equivalents (C)
Earnings per share:
Basic (A/B)
Diluted (A/C)

Employee stock options to purchase approximately 39,000 and 210,000 shares of common stock were outstanding during the three months ended
March 31, 2011 and 2010, respectively, but not included in the computation of diluted earnings per common share because the effect on diluted
earnings per share would be anti-dilutive.
Note 3: Fair Value Measurements
The Company accounts for certain assets and liabilities at fair value. The authoritative guidance for fair value measurements defines fair value as
the price that would be received upon sale of an asset or the price paid to transfer a liability, in an orderly transaction between market participants
at the measurement date (i.e. the “exit price”). The guidance utilizes a fair value hierarchy that prioritizes the inputs used in valuation techniques to
measure fair value into three broad levels. The following is a brief description of each level:
•

Level 1: Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or liabilities.

•

Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or indirectly. These include quoted
prices for similar assets or liabilities in active markets and quoted prices for identical or similar assets or liabilities in markets that are not
active.

•

Level 3: Unobservable inputs that reflect the reporting entity’s own assumptions.

The Company’s assets and liabilities measured at fair value on a recurring basis at March 31, 2011 are summarized below (in thousands):
Assets
Interest rate swap agreements
Foreign exchange contracts
Liabilities
Interest rate swap agreements
6

Level 1

Level 2

Level 3

Total

$ —
$ —

$ 683
$ 538

$ —
$ —

$ 683
$ 538

$ —

$ (120)

$ —

$(120)
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Fair values of derivative instruments included in Level 2 are estimated using industry standard valuation models. These models project future cash
flows and discount the future amounts to a present value using market-based observable inputs including interest rate curves, foreign exchange
rates, and forward and spot prices for currencies. As of March 31, 2011, the Company did not have any financial instruments carried at fair value
that required Level 3 measurement.
Financial instruments not required to be carried at fair value
Borrowings under the Company’s revolving credit facility are carried at historical cost, adjusted for additional borrowings less principal
repayments, which approximates fair value. For investment in receivable portfolios, there is no active market or observable inputs for the fair value
estimation. The Company considers it not practical to attempt to estimate the fair value of such financial instruments due to the excessive costs that
would be incurred in doing so.
Note 4: Derivatives and Hedging Instruments
The Company uses derivative instruments to manage risks related to interest rates and foreign currency. The Company’s outstanding interest rate
swap contracts and foreign exchange contracts qualify for hedge accounting treatment under the authoritative guidance for derivatives and
hedging.
Interest Rate Swaps
The Company may periodically enter into derivative financial instruments, typically interest rate swap agreements, to reduce its exposure to
fluctuations in interest rates on variable interest rate debt and their impact on earnings and cash flows. As of March 31, 2011, the Company has five
interest rate swap agreements outstanding with a total notional amount of $125.0 million. Under the swap agreements, the Company receives
floating interest rate payments based on one-month reserve-adjusted LIBOR and makes interest payments based on fixed interest rates. The
Company intends to continue electing the one-month reserve-adjusted LIBOR as the benchmark interest rate on the debt being hedged through its
term. No credit spread was hedged. The Company designates its interest rate swap instruments as cash flow hedges.
The authoritative guidance requires companies to recognize derivative instruments as either an asset or liability measured at fair value in the
statement of financial position. The effective portion of the change in fair value of the derivative instrument is recorded in other comprehensive
income (“OCI”). The ineffective portion of the change in fair value of the derivative instrument, if any, is recognized in interest expense in the
period of change. From the inception of the hedging program, the Company has determined that the hedging instruments are highly effective.
Foreign Exchange Contracts
The Company has operations in India, which exposes the Company to foreign currency exchange rate fluctuations due to transactions denominated
in Indian Rupees, such as employee salaries and rent expenditures. To mitigate this risk, the Company enters into derivative financial instruments,
principally forward contracts, which are designated as cash flow hedges to mitigate fluctuations in the cash payments of future forecasted
transactions in Indian Rupees for up to 24 months. The Company adjusts the level and use of derivatives as soon as practicable after learning that
an exposure has changed and the Company reviews all exposures and derivative positions on an ongoing basis.
Gains and losses on cash flow hedges are recorded in accumulated other comprehensive income (loss) until the hedged transaction is recorded in
the consolidated financial statements. Once the underlying transaction is recorded in the consolidated financial statements, the Company
reclassifies the accumulated other comprehensive income or loss on the derivative into earnings. If all or a portion of the forecasted transaction was
cancelled, this would render all or a portion of the cash flow hedge ineffective and the Company would reclassify the ineffective portion of the
hedge into earnings. The Company generally does not experience ineffectiveness of the hedge relationship and the accompanying consolidated
financial statements do not include any such gains or losses.
As of March 31, 2011, the total notional amount of the forward contracts to buy Indian rupees in exchange for U.S. dollars was $22.1 million. All
outstanding contracts qualified for hedge accounting treatment as of March 31, 2011. The Company estimates that approximately $0.4 million of net
derivative gain included in OCI will be reclassified into earnings within the next 12 months. No gains or losses were reclassified from OCI into
earnings as a result of forecasted transactions that failed to occur since the inception of the hedge.
The Company does not enter into derivative instruments for trading or speculative purposes.
7
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The following table summarizes the fair value of derivative instruments as recorded in the Company’s consolidated statements of financial position
(in thousands):
March 31, 2011
Balance Sheet
Location
Fair Value

Derivatives designated as hedging instruments:
Interest rate swaps
Interest rate swaps
Foreign exchange contracts

Other assets
Other liabilities
Other assets

$

683
(120)
538

December 31, 2010
Balance Sheet
Location
Fair Value

Other assets
Other liabilities
Other assets

$

542
(485)
209

The following tables summarize the effects of derivatives in cash flow hedging relationships on the Company’s statements of income during the
three months ended March 31, 2011 and 2010 (in thousands):

Location of Gain
or (Loss)
Reclassified from
OCI into
Income - Effective
Portion

Gain or (Loss)
Recognized in
OCI- Effective
Portion
2011
2010

Interest rate swaps

$ 506

$ 470

Foreign exchange contracts

355

494

Foreign exchange contracts

65

104

Gain or (Loss)
Reclassified
from OCI into
Income -Effective
Portion
2011
2010

Interest expense $ —
Salaries and
employee
benefits
General and
administrative
expenses

$ —

73

3

18

(1)

Location of
Gain or (Loss)
Recognized Ineffective
Portion and
Amount
Excluded from
Effectiveness
Testing

Amount of
Gain or (Loss)
Recognized Ineffective
Portion and
Amount
Excluded from
Effectiveness
Testing
2011
2010

Other (expense) $ —
income
Other (expense)
—
income
Other (expense)
income

—

$—
—

—

Note 5: Stock-Based Compensation
On March 9, 2009, the Board of Directors approved an amendment and restatement of the 2005 Stock Incentive Plan (“2005 Plan”), which was
originally adopted on March 30, 2005, for Board members, employees, officers, and executives of, and consultants and advisors to, the Company.
The amendment and restatement of the 2005 Plan increased by 2,000,000 shares the maximum number of shares of the Company’s common stock
that may be issued or be subject to awards under the plan, established a new 10-year term for the plan and made certain other amendments. The
2005 Plan amendment was approved by the Company’s stockholders on June 9, 2009. The 2005 Plan provides for the granting of incentive stock
options, nonqualified stock options, stock appreciation rights, restricted stock, restricted stock units, and performance-based awards to eligible
individuals. As amended, the 2005 Plan allows the granting of an aggregate of 3,500,000 shares of the Company’s common stock for awards, plus
the number of shares of stock that were available for future awards under the prior 1999 Equity Participation Plan (“1999 Plan”). In addition, shares
subject to options granted under either the 1999 Plan or the 2005 Plan that terminate or expire without being exercised will become available for
grant under the 2005 Plan. The benefit provided under these plans is compensation subject to authoritative guidance for stock-based
compensation.
In accordance with authoritative guidance for stock-based compensation, compensation expense is recognized only for those shares expected to
vest, based on the Company’s historical experience and future expectations. Total compensation expense during the three months ended March 31,
2011 was $1.8 million, consistent with total compensation expense during the three months ended March 31, 2010.
The Company’s stock-based compensation arrangements are described below:
Stock Options
The 2005 Plan permits the granting of stock options to certain employees and directors of the Company. Option awards are generally granted with
an exercise price equal to the market price of the Company’s stock at the date of issuance. They generally vest over three to five years of
continuous service, and have ten-year contractual terms.
8
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The Company uses the Black-Scholes option-pricing model to determine the fair-value of stock-based awards. All options are amortized ratably
over the requisite service periods of the awards, which are generally the vesting periods.
The fair value for options granted was estimated at the date of grant using a Black-Scholes option-pricing model with the following weightedaverage assumptions:
Three Months Ended
March 31,
2011
2010

Weighted average fair value of options granted
Risk free interest rate
Dividend yield
Volatility factor of the expected market price of the Company’s common
stock
Weighted-average expected life of options

$ 13.26
2.0%
0.0%

$

61%
5 Years

9.70
2.3%
0.0%
62%
5 Years

Unrecognized compensation cost related to stock options as of March 31, 2011, was $4.8 million. The weighted-average remaining expense period,
based on the unamortized value of these outstanding stock options, was approximately 2.2 years.
A summary of the Company’s stock option activity as of March 31, 2011, and changes during the three months ended, is presented below:

Number of
Shares

Option Price
Per Share

Weighted
Average
Exercise
Price

Aggregate
Intrinsic
Value
(in thousands)

Outstanding at December 31, 2010
Granted
Cancelled/forfeited
Exercised
Outstanding at March 31, 2011

2,437,062
209,000
—
(59,755)
2,586,307

$ 0.51 – $20.09
24.65
—
0.51 – 16.19
$ 0.51 – $24.65

$ 10.74
24.65
—
4.98
$ 12.00

$

30,408

Exercisable at March 31, 2011

1,569,414

$ 0.51 – $20.09

$ 10.13

$

21,260

The total intrinsic value of options exercised during the three months ended March 31, 2011 and 2010 was $1.2 million and $0.4 million, respectively.
As of March 31, 2011, the weighted-average remaining contractual life of options outstanding and options exercisable was 6.2 years and 4.6 years,
respectively.
Non-Vested Shares
Under the Company’s 2005 Plan, employees, officers and executives and directors of, and consultants and advisors to, the Company are eligible to
receive restricted stock units and restricted stock awards. In accordance with the authoritative guidance, the fair value of these non-vested shares
is equal to the closing sale price of the Company’s common stock on the date of issuance. The total number of these awards expected to vest is
adjusted by estimated forfeiture rates. As of March 31, 2011, 37,662 of the non-vested shares are expected to vest over approximately one to two
years based on certain performance goals (“Performance-Based Awards”). The fair value of the Performance-Based Awards is expensed over the
expected vesting period, net of estimated forfeitures. If performance goals are not expected to be met, the compensation expense previously
recognized would be reversed. No reversals of compensation expense related to the Performance-Based Awards have been made as of March 31,
2011. The remaining 568,370 non-vested shares are not performance-based, and will vest over approximately one to three years of continuous
service.
A summary of the status of the Company’s restricted stock units as of March 31, 2011, and changes during the three months ended, is presented
below:
NonVested
Shares

Non-vested at December 31, 2010
Awarded
Vested
Cancelled/forfeited
Non-vested at March 31, 2011

614,370
197,965
(203,804)
(2,499)
606,032
9

Weighted Average
Grant Date
Fair Value

$
$
$
$
$

13.08
24.59
12.90
16.15
16.89
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Unrecognized compensation expense related to non-vested shares as of March 31, 2011, was $7.5 million. The weighted-average remaining expense
period, based on the unamortized value of these outstanding non-vested shares, was approximately 2.5 years. The fair value of restricted stock
units and restricted stock awards vested during the three months ended March 31, 2011 and 2010 was $4.7 million and $1.5 million, respectively.
Note 6: Investment in Receivable Portfolios, Net
In accordance with the authoritative guidance for loans and debt securities acquired with deteriorated credit quality, discrete receivable portfolio
purchases during a quarter are aggregated into pools based on common risk characteristics. Once a static pool is established, the portfolios are
permanently assigned to the pool. The discount (i.e., the difference between the cost of each static pool and the related aggregate contractual
receivable balance) is not recorded because the Company expects to collect a relatively small percentage of each static pool’s contractual
receivable balance. As a result, receivable portfolios are recorded at cost at the time of acquisition. The purchase cost of the portfolios includes
certain fees paid to third parties incurred in connection with the direct acquisition of the receivable portfolios.
In compliance with the authoritative guidance, the Company accounts for its investments in consumer receivable portfolios using either the interest
method or the cost recovery method. The interest method applies an internal rate of return (“IRR”) to the cost basis of the pool, which remains
unchanged throughout the life of the pool, unless there is an increase in subsequent expected cash flows. Subsequent increases in expected cash
flows are generally recognized prospectively through an upward adjustment of the pool’s IRR over its remaining life. Subsequent decreases in
expected cash flows do not change the IRR, but are recognized as an allowance to the cost basis of the pool, and are reflected in the consolidated
statements of income as a reduction in revenue, with a corresponding valuation allowance, offsetting the investment in receivable portfolios in the
consolidated statements of financial condition.
The Company accounts for each static pool as a unit for the economic life of the pool (similar to one loan) for recognition of revenue from
receivable portfolios, for collections applied to the cost basis of receivable portfolios and for provision for loss or allowance. Revenue from
receivable portfolios is accrued based on each pool’s IRR applied to each pool’s adjusted cost basis. The cost basis of each pool is increased by
revenue earned and decreased by gross collections and portfolio allowances.
If the amount and timing of future cash collections on a pool of receivables are not reasonably estimable, the Company accounts for such portfolios
on the cost recovery method as Cost Recovery Portfolios. The accounts in these portfolios have different risk characteristics than those included
in other portfolios acquired during the same quarter, or the necessary information was not available to estimate future cash flows and, accordingly,
they were not aggregated with other portfolios. Under the cost recovery method of accounting, no income is recognized until the purchase price of
a Cost Recovery Portfolio has been fully recovered.
Accretable yield represents the amount of revenue the Company expects to generate over the remaining life of its existing investment in receivable
portfolios based on estimated future cash flows. Total accretable yield is the difference between future estimated collections and the current
carrying value of a portfolio. All estimated cash flows on portfolios where the cost basis has been fully recovered are classified as zero basis cash
flows.
The following table summarizes the Company’s accretable yield and an estimate of zero basis future cash flows at the beginning and end of the
period presented (in thousands):
Accretable
Yield

Balance at December 31, 2010
Revenue recognized, net
Net additions to existing portfolios
Additions for current purchases
Balance at March 31, 2011

$ 739,785
(101,709)
18,715
93,098
$ 749,889

Estimate of
Zero Basis
Cash Flows

$

$

4,274
(3,617)
2,948
—
3,605

Total

$ 744,059
(105,326)
21,663
93,098
$ 753,494

During the three months ended March 31, 2011, the Company purchased receivable portfolios with a face value of $2.9 billion for $90.7 million, or a
purchase cost of 3.1% of face value. The estimated future collections at acquisition for these portfolios amounted to $178.4 million. During the three
months ended March 31, 2010, the Company purchased receivable portfolios with a face value of $2.1 billion for $81.6 million, or a purchase cost of
3.8% of face value. The estimated future collections at acquisition for these portfolios amounted to $173.3 million.
All collections realized after the net book value of a portfolio has been fully recovered (“Zero Basis Portfolios”) are recorded as revenue (“Zero
Basis Revenue”). During the three months ended March 31, 2011 and 2010, approximately $3.0 million and $2.1 million, respectively, were recognized
as revenue on portfolios for which the related cost basis has been fully recovered.
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The following tables summarize the changes in the balance of the investment in receivable portfolios during the following periods (in thousands,
except percentages):
Three Months Ended March 31, 2011
Cost Recovery
Zero Basis
Portfolios
Portfolios

Accrual Basis
Portfolios

Balance, beginning of period
Purchases of receivable portfolios
Gross collections(1)
Put-backs and recalls(2)
Revenue recognized(3)
(Portfolio allowances) portfolio allowance reversals, net
Balance, end of period

$

644,753
90,675
(187,417)
(900)
107,804
(6,095)
$ 648,820

Revenue as a percentage of collections (4)

$

57.5%

Balance, beginning of period
Purchases of receivable portfolios
Gross collections(1)
Put-backs and recalls(2)
Revenue recognized(3)
(Portfolio allowances) portfolio allowance reversals, net
Balance, end of period

$

526,366
81,632
(139,084)
(584)
88,732
(7,882)
$ 549,180
63.8%

(4)

—
—
—
—
—
—
—

Total

$

—
—
(3,617)
—
3,020
597
$ —

0.0%

$ 644,753
90,675
(191,034)
(900)
110,824
(5,498)
$ 648,820

83.5%

Three Months Ended March 31, 2010
Cost Recovery
Zero Basis
Portfolios
Portfolios

Accrual Basis
Portfolios

Revenue as a percentage of collections

$

$

$

511
—
(31)
—
—
—
480

Total

$

—
—
(2,057)
—
2,056
1
$ —

0.0%

58.0%

$ 526,877
81,632
(141,172)
(584)
90,788
(7,881)
$ 549,660

100.0%

64.3%

(1)

Does not include amounts collected on behalf of others.

(2)

Put-backs represent accounts that are returned to the seller in accordance with the respective purchase agreement (“ Put-Backs”). Recalls represent accounts that are recalled by the seller in
accordance with the respective purchase agreement (“ Recalls”).

(3)

Includes retained interest.

(4)

Revenue as a percentage of collections excludes the effects of net portfolio allowances or net portfolio allowance reversals.

The following table summarizes the change in the valuation allowance for investment in receivable portfolios during the periods presented (in
thousands):
Valuation Allowance
Three Months Ended
Three Months Ended
March 31, 2011
March 31, 2010

Balance at beginning of period
Provision for portfolio allowances
Reversal of prior allowance
Balance at end of period

$

$

98,671
6,095
(597)
104,169

$

76,462
9,730
(1,849)
84,343

$

The Company currently utilizes various business channels for the collection of its receivables. The following table summarizes the total collections
by collection channel (in thousands):
Three Months Ended March 31,
2011
2010

Collection sites
Legal collections
Collection agencies
Other

$

$
11

88,541
88,488
13,990
54
191,073

$

$

65,804
57,173
17,752
538
141,267
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Note 7: Deferred Court Costs, Net
The Company contracts with a nationwide network of attorneys that specialize in collection matters. The Company generally refers charged-off
accounts to its contracted attorneys when it believes the related debtor has sufficient assets to repay the indebtedness and has, to date, been
unwilling to pay. In connection with the Company’s agreement with the contracted attorneys, it advances certain out-of-pocket court costs
(“Deferred Court Costs”). The Company capitalizes Deferred Court Costs in its consolidated financial statements and provides a reserve for those
costs that it believes will ultimately be uncollectible. The Company determines the reserve based on its analysis of court costs that have been
advanced and those that have been recovered. Deferred Court Costs not recovered within three years of placement are fully written off. Collections
received from these debtors are first applied against related court costs with the balance applied to the debtors’ account.
Deferred Court Costs for the three-year deferral period consist of the following as of the dates presented (in thousands):

Court costs advanced
Court costs recovered
Court costs reserve

March 31,
2011

December 31,
2010

$ 204,333
(51,836)
(118,211)
$ 34,286

$ 194,612
(49,215)
(113,239)
$ 32,158

March 31,
2011

December 31,
2010

$ 5,580
4,769
1,458
798
1,287
$ 13,892

$

Note 8: Other Assets
Other assets consist of the following (in thousands):

Debt issuance costs, net of amortization
Prepaid expenses
Security deposit—building lease
Deferred compensation assets
Other

$

5,286
5,052
1,370
776
817
13,301

Deferred compensation assets represent monies held in a trust associated with the Company’s deferred compensation plan.
Note 9: Debt
The Company is obligated under borrowings as follows (in thousands):

Revolving credit facility
Senior secured notes
Capital lease obligations and other

March 31,
2011

December 31,
2010

$300,000
75,000
7,380
$382,380

$ 327,000
50,000
8,264
$ 385,264

Revolving Credit Facility
On February 11, 2011, the Company obtained an additional $50.0 million in commitments from lenders and exercised a portion of its $100.0 million
accordion feature, thereby increasing its revolving credit facility to $410.5 million from $360.5 million.
Loan fees and other loan costs associated with the above transactions amounted to approximately $0.3 million during the three months ended
March 31, 2011. These costs are included in other assets in the Company’s consolidated statements of financial condition and are being amortized
over the term of the agreement.
Provisions of the revolving credit facility include:
•

Interest at a floating rate equal to, at the Company’s option, either: (1) reserve adjusted LIBOR plus a spread that ranges from 350 to 400
basis points, depending on the Company’s leverage; or (2) Alternate Base Rate (“ABR”) plus a spread that ranges from 250 to 300 basis
points, depending on the Company’s leverage. ABR, as defined in the agreement, means the
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highest of (i) the rate of interest publicly announced by JP Morgan Chase Bank as its prime rate in effect at its principal office in New
York City, (ii) the federal funds effective rate from time to time plus 0.5% and (iii) reserved adjusted LIBOR for a one month interest
period on the applicable date plus 1%;
•

$10.0 million sub-limits for swingline loans and letters of credit;

•

A borrowing base equal to (i) the lesser of (1) 30% of eligible estimated remaining collections and (2) the product of the net book value
of all receivable portfolios acquired on or after January 1, 2005 multiplied by 95%, minus (ii) the aggregate principal amount outstanding
in respect of the senior secured notes;

•

Restrictions and covenants, which limit, among other things, the payment of dividends and the incurrence of additional indebtedness
and liens;

•

Repurchases of up to $50.0 million of the Company’s common stock, subject to compliance with certain covenants and available
borrowing capacity;

•

A change of control definition which excludes acquisitions of stock by Red Mountain Capital Partners LLC, JCF FPK I LP and their
respective affiliates of up to 50% of the outstanding shares of the Company’s voting stock;

•

Events of default which, upon occurrence, may permit the lenders to terminate the revolving credit facility and declare all amounts
outstanding to be immediately due and payable;

•

An annual capital expenditure maximum of $12.5 million;

•

An annual rental expense maximum of $12.5 million;

•

An outstanding capital lease maximum of $12.5 million;

•

An acquisition limit of $100.0 million; and

•

Collateralization by all assets of the Company.

At March 31, 2011, of the $410.5 million borrowing capacity, the outstanding balance on the revolving credit facility was $300.0 million, which bore a
weighted average interest rate of 4.61%. The aggregate borrowing base was $345.7 million, of which $45.7 million was available for future
borrowings.
Subject to compliance with the revolving credit facility, the Company is authorized by its Board of Directors to repurchase up to $50.0 million of its
common stock.
Senior Secured Notes
On February 10, 2011, the Company issued an additional $25.0 million in senior secured notes (“2011 Senior Secured Notes”) to certain affiliates of
Prudential Capital Group through an amended and restated note purchase agreement. These 2011 Senior Secured Notes bear an annual interest rate
of 7.375% and mature in 2019 with principal amortization beginning in May 2013. Interest on the 2011 Senior Secured Notes is payable quarterly on
February 10, May 10, August 10 and November 10 of each year. Principal payments of $1.25 million are payable on May 10, 2013 and on each
August 10, November 10, February 10 and May 10 thereafter. Loan fees and other loan costs associated with the above transactions were
approximately $0.4 million during the three months ended March 31, 2011. These costs are included in other assets in the Company’s consolidated
statements of financial condition and are being amortized over the term of the agreement.
In addition to the above, the Company had $50.0 million outstanding in senior secured notes (the “2010 Senior Secured Notes”) payable to certain
affiliates of Prudential Capital Group. The 2010 Senior Secured Notes bear an annual interest rate of 7.75% and mature in 2017 with principal
amortization beginning in December 2012. Interest on the 2010 Senior Secured Notes is payable quarterly on March 17, June 17, September 17 and
December 17 of each year. Principal payments of $2.5 million are payable on December 17, 2012 and on each March 17, June 17, September 17 and
December 17 thereafter.
The 2010 and 2011 Senior Secured Notes are guaranteed in full by certain of the Company’s subsidiaries and are collateralized by all assets of the
Company. The 2010 and 2011 Senior Secured Notes may be accelerated and become automatically and immediately due and payable upon certain
events of default, including certain events related to insolvency, bankruptcy or liquidation. Additionally, the 2010 and 2011 Senior Secured Notes
may be accelerated at the election of the holder or holders of a majority in principal amount of the 2010 and 2011 Senior Secured Notes upon certain
events of default by the Company, including breach of affirmative covenants regarding guarantors, collateral, most favored lender treatment or
minimum revolving credit facility commitment or the breach of any negative covenant. If the Company prepays the 2010 or 2011 Senior Secured
Notes at any time for any reason, payment will be at the higher of par or the present value of the remaining scheduled payments of principal and
interest on the portion being prepaid. The discount rate used to determine the present value will be 50 basis points over the then current Treasury
Rate corresponding to the remaining average life. The covenants are substantially similar to those in the revolving credit facility.
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Prudential Capital Group and the administrative agent for the lenders of the revolving credit facility have an inter-creditor agreement related to
collateral, actionable default, powers and duties and remedies, among other topics.
Pursuant to Securities and Exchange Commission rules, the Company has concluded that separate financial statements or condensed consolidating
financial information are not required, as the guarantees related to the senior secured notes are full and unconditional and joint and severable, and
the subsidiary of the parent company other than the subsidiary guarantors is minor.
Capital Lease Obligations
The Company has capital lease obligations primarily for certain computer equipment. As of March 31, 2011, the Company’s combined obligations
for these computer equipment leases were approximately $6.3 million. These lease obligations require monthly or quarterly payments through
March 2014 and have implicit interest rates that range from zero to approximately 7.7%.
Note 10: Income Taxes
The Company recorded an income tax provision of $8.6 million, reflecting an effective rate of 38.6% of pretax income during the three months ended
March 31, 2011. The effective tax rate for the three months ended March 31, 2011 consists primarily of a provision for federal income taxes of 32.7%
(which is net of a benefit for state taxes of 2.3%), a blended provision for state taxes of 6.7%, and a net benefit for the permanent book versus tax
differences of 0.8%.
The Company recorded an income tax provision of $6.5 million, reflecting an effective rate of 37.4% of pretax income during the three months ended
March 31, 2010. The effective tax rate for the three months ended March 31, 2010, consists primarily of a provision for federal income taxes of 32.4%
(which is net of a benefit for state taxes of 2.6%), a provision for state taxes of 7.3% and the benefit of permanent book versus tax differences of
2.3%.
The increase in the overall effective tax rate from March 31, 2010 to March 31, 2011 was primarily attributable to an increase in the effective tax rate
in India. The Company’s operations in India benefited from a tax holiday, which expired on March 31, 2011. Accounting guidance requires the
impact of the expiration of the tax holiday to be spread throughout the year ended December 31, 2011. Accordingly, the impact of the expiration was
reflected in the March 31, 2011 quarterly rate.
As of March 31, 2011, the Company had a gross unrecognized tax benefit of $1.2 million that, if recognized, would result in a net tax benefit of
approximately $0.8 million and would have a positive effect on the Company’s effective tax rate. During the three months ended March 31, 2011,
there were no material changes to the unrecognized tax benefit.
During the three months ended March 31, 2011, the Company did not provide for the United States income taxes or foreign withholding taxes on the
quarterly undistributed earnings from continuing operations of its subsidiary operating outside of the United States. Undistributed earnings of the
subsidiary during the three months ended March 31, 2011, were approximately $1.9 million. Such undistributed earnings are considered permanently
reinvested.
Note 11: Purchase Concentrations
The following table summarizes the concentration of initial purchase cost by seller sorted by total aggregate costs (in thousands, except
percentages):
Three Months Ended
March 31, 2011
Cost
%

Seller 1
Seller 2
Seller 3
Seller 4
Seller 5
Other sellers

$ 22,254
19,339
18,428
10,006
7,608
13,040
$ 90,675
(2)
$ 90,673

Adjustments(1)
Purchases, net
(1)

Adjusted for Put-backs and Recalls.
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Note 12: Commitments and Contingencies
Litigation
On November 2, 2010 and December 17, 2010 two national class actions entitled Robinson v. Midland Funding LLC and Tovar v. Midland Credit
Management, respectively, were filed in the United States District Court for the Southern District of California. The complaints allege that the
Company’s subsidiaries violated the Telephone Consumer Protection Act (“TCPA”) by calling consumers’ cellular phones without their prior
express consent. The complaints seek monetary damages under the TCPA, injunctive relief and other relief, including attorney fees. In December
2010 and January 2011, the Company filed motions to dismiss or stay these cases. On April 13, 2011, those motions were denied.
The Company is involved in disputes and legal actions from time to time in the ordinary course of business. The Company, along with others in its
industry, is routinely subject to legal actions based on the Fair Debt Collection Practices Act, or FDCPA, comparable state statutes, state and
federal unfair competition statutes, and common law causes of action. The violations of law alleged in these actions often include claims that the
Company lacks specified licenses to conduct its business, attempts to collect debts on which the statute of limitations has run, and / or has made
inaccurate assertions of fact in support of its collection actions. These cases are frequently styled as putative class actions.
In addition, from time to time, the Company is subject to various regulatory investigations, inquiries and other actions, relating to its collection
activities.
On March 28, 2011, the Office of the Attorney General of the State of Minnesota filed a motion in the United States District Court for the Northern
District of Ohio, seeking clarification of an order granting preliminary injunction against parallel litigation (“Order”) issued by that Court in
connection with the case captioned Brent v. Midland Credit Management, Inc et. Al. The Minnesota Attorney General sought a ruling clarifying
that the Order did not prevent it from filing a complaint against the Company in Minnesota state court concerning its debt collection practices and
related topics. The Company intends to cooperate fully with the Minnesota Attorney General in response to any complaint that might be filed,
subject to applicable law.
In certain legal proceedings, the Company may have recourse to insurance or third party contractual indemnities to cover all or portions of its
litigation expenses, judgments or settlements. In accordance with authoritative guidance, the Company has recorded loss contingencies in its
financial statements only for matters in which losses are probable and can be reasonably estimated.
Purchase Commitments
In the normal course of business, the Company enters into forward flow purchase agreements and other purchase commitment agreements. As of
March 31, 2011, the Company has entered into agreements to purchase receivable portfolios with a face value of approximately $4.7 billion for a
purchase price of approximately $137.0 million. Certain of these agreements allow the Company to terminate the commitment with 60 days notice or
by paying a one-time cancellation fee. The Company does not anticipate cancelling any of these commitments at this time. The Company has no
purchase commitments extending past one year.
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Item 2—Management’s Discussion and Analysis of Financial Condition and Results of Operations
This Quarterly Report on Form 10-Q contains “forward-looking statements” within the meaning of the securities laws. The words “believe,”
“expect,” “anticipate,” “estimate,” “project,” “intend,” “plan,” “will,” “may” and similar expressions often characterize forward-looking
statements. These statements may include, but are not limited to, projections of collections, revenues, income or loss, estimates of capital
expenditures, plans for future operations, products or services and financing needs or plans, as well as assumptions relating to these matters.
Although we believe that the expectations reflected in these forward-looking statements are reasonable, we caution that these expectations or
predictions may not prove to be correct or we may not achieve the financial results, savings or other benefits anticipated in the forward-looking
statements. These forward-looking statements are necessarily estimates reflecting the best judgment of our senior management and involve a
number of risks and uncertainties, some of which may be beyond our control or cannot be predicted or quantified, that could cause actual
results to differ materially from those suggested by the forward-looking statements. Many factors, including but not limited to those set forth in
this Quarterly Report on Form 10-Q under “Part II, Item 1A. Risk Factors,” could cause our actual results, performance, achievements or
industry results to be very different from the results, performance, achievements or industry results expressed or implied by these forward-looking
statements. Our business, financial condition or results of operations could also be materially and adversely affected by other factors besides
those listed. Forward-looking statements speak only as of the date the statements were made. We do not undertake any obligation to update or
revise any forward-looking statements to reflect new information or future events, or for any other reason, even if experience or future events
make it clear that any expected results expressed or implied by these forward-looking statements will not be realized. In addition, it is generally
our policy not to make any specific projections as to future earnings, and we do not endorse projections regarding future performance that may
be made by third parties.
Introduction
We are a leader in consumer debt buying and recovery. We purchase portfolios of defaulted consumer receivables at deep discounts to face value
based on robust, account-level valuation methods, and employ a suite of proprietary statistical and behavioral models when building account
collection strategies. We use a variety of operational channels to maximize our collections from the portfolios that we purchase, including seeking
to partner with individuals as they repay their obligations and work toward financial recovery. In addition, we provide bankruptcy support services
to some of the largest companies in the financial services industry through our wholly owned subsidiary Ascension.
While seasonality does not have a material impact on our business, collections are generally strongest in our first calendar quarter, slower in the
second and third calendar quarters, and slowest in the fourth calendar quarter. Relatively higher collections in the first quarter could result in a
lower cost-to-collect ratio compared to the fourth quarter, as our fixed costs would be constant and applied against a larger collection base. The
seasonal impact on our business may be influenced by our purchasing levels, the types of portfolios we purchase, and our operating strategies.
Collection seasonality can also impact our revenue recognition rate. Generally, revenue for each pool group declines steadily over time, whereas
collections can fluctuate from quarter to quarter based on seasonality, as described above. In quarters with lower collections (like the fourth
calendar quarter), revenue as a percentage of collections can be higher than in quarters with higher collections (like the first calendar quarter).
In addition, seasonality could have an impact on the relative level of quarterly earnings. In quarters with stronger collections, total costs are higher,
as a result of the additional efforts required to generate those collections. Since revenue for each pool group declines steadily over time, in quarters
with stronger collections and higher costs (like the first calendar quarter), all else being equal, earnings could be lower than in quarters with slower
collections and lower costs (like the fourth calendar quarter).
Market Overview
While there has been improvement in macroeconomic indicators during the last twelve months, including stronger manufacturing and corporate
profit metrics, a broad economic recovery has yet to fully materialize for the U.S. consumer. Minimal job growth, uncertainty over state and federal
taxes and limited credit availability continue to challenge U.S. consumers, as demonstrated by weak consumer spending and volatile but rising
consumer confidence levels. Within the credit card space, we see mixed signals. Although charge-off rates remain at historic highs, delinquency
levels have improved at a rate that may indicate a fundamental improvement in consumer financial strength. However, related measures, like
personal bankruptcies and home foreclosures, remain elevated and indicate continued near-term pressure on the average consumer.
Despite this macroeconomic uncertainty through the first quarter of 2011, most of our internal collection metrics were consistent with, or better
than, what we observed during the same period in 2009 and 2010. To illustrate, payer rates and average payment size, adjusted for changes in the
mix of settlements-in-full versus payment plans, remained constant. However, more of our consumers are opting to settle their debt obligations
through payment plans as opposed to one-time settlements. Settlements made through payment
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plans impact our recoveries in two ways. First, the delay in cash flows from payments received over extended time periods may result in a provision
for portfolio allowance. When a long-term payment stream (as compared to a one-time payment of the same amount) is discounted using a pool
group’s internal rate of return, or IRR, the net present value is lower. In other words, despite the absolute value of total cash received being
identical in both scenarios, accounting for the timing of cash flows in a payment plan yields a lower net present value which, in turn, can result in a
provision for portfolio allowance. Second, payment plans inherently contain the possibility of consumers failing to complete all scheduled
payments, which we term a “broken payer.”
The rate at which consumers are honoring their obligations and completing their payment plans has continued to increase over the last twelve
months. We believe this is the result of two factors: our commitment to partner effectively with consumers during their recovery process and the
strength of our analytic platform, which allows us to make accurate and timely decisions about how best to maximize our portfolio returns.
Nevertheless, payment plans may still produce broken payers that fail to fulfill all scheduled payments. When this happens, we are often successful
in getting the consumer back on plan, but this is not always the case, and in those instances where we are unable to do so, we experience a shortfall
in recoveries as compared to our initial forecasts. Please refer to “Management’s Discussion and Analysis – Revenue” below for a more detailed
explanation of the provision for portfolio allowances.
Throughout the credit crisis, we strategically invested in receivable portfolio as credit card charge-offs increased to historic levels and we believe
that some of our competitors were (i) caught owning receivables with low yields as a result of purchasing certain portfolios at elevated pricing
levels between 2005 and 2008 and (ii) faced with constrained access to capital to fund portfolio purchases due to depressed capital markets. These
dynamics resulted in a supply-demand gap that dramatically reduced pricing of available portfolios, beginning in early 2009. For example, prices for
freshly charged-off assets (i.e., receivables sold within thirty days of charge-off by the credit issuers) declined from a range of 8% - 13% in 2008 to a
range of 5% - 9% in 2009 and early 2010. Similar price reductions were apparent across a broad range of defaulted consumer receivable asset classes
(including credit cards and other consumer loans), balance ranges and ages. After such a dramatic decline, pricing has started to increase, but
remains favorable when compared to 2005 through 2008 levels. In response to the price declines in 2009 and early 2010, some issuers opted not to
sell all of their receivable portfolio and instead, pursued internal liquidation strategies or partnered with third party agencies. We believe that as
pricing increases, these issuers will sell a greater percentage of their charged-off portfolios.
Purchases and Collections
Purchases by Type
The following table summarizes the types of charged-off consumer receivables portfolios we purchased for the periods presented (in thousands):
Three Months Ended
March 31,
2011
2010

Credit card
Consumer bankruptcy receivables(1)
Telecom

(1)

$87,991
1,448
1,236
$90,675

$81,632
—
—
$81,632

Represents portfolio receivables subject to Chapter 13 and Chapter 7 bankruptcy proceedings acquired from issuers.

During the three months ended March 31, 2011, we invested $90.7 million for portfolios, primarily for charged-off credit card, bankruptcy and
telecom portfolios, with face values aggregating $2.9 billion, for an average purchase price of 3.1% of face value. This is a $9.1 million increase, or
11.2%, in the amount invested, compared with the $81.6 million invested during the three months ended March 31, 2010, to acquire charged-off
credit card portfolios with a face value aggregating $2.1 billion, for an average purchase price of 3.8% of face value.
Average purchase price, as a percentage of face value, varies from period to period depending on, among other things, the quality of the accounts
purchased and the length of time from charge off to the time we purchase the portfolios.
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Collections by Channel
During the three months ended March 31, 2011 and 2010, we utilized numerous business channels for the collection of charged-off credit card
receivables and other charged-off receivables. The following table summarizes gross collections by collection channel (in thousands):
Three Months Ended
March 31,
2011
2010

Collection sites
Legal collections
Collection agencies
Other

$ 88,541
88,488
13,990
54
$191,073

$ 65,804
57,173
17,752
538
$141,267

Gross collections increased $49.8 million, or 35.3%, to $191.1 million during the three months ended March 31, 2011, from $141.3 million during the
three months ended March 31, 2010. A portion of our collections come from the weekly remittances we receive from our law firm and agency
partners. Typically there are 13 remittances in each quarter, however, there were only 12 remittances during the three months ended March 31, 2010.
As a result, our collections during the three months ended March 31, 2010 were negatively affected by the one fewer weekly remittance.
Results of Operations
Results of operations in dollars and as a percentage of total revenue were as follows (in thousands, except percentages):
Three Months Ended March 31,
2011
2010

Revenue
Revenue from receivable portfolios, net
Servicing fees and related revenue
Total revenue
Operating expenses
Salaries and employee benefits
Stock-based compensation expense
Cost of legal collections
Other operating expenses
Collection agency commissions
General and administrative expenses
Depreciation and amortization
Total operating expenses
Income from operations
Other (expense) income
Interest expense
Other income
Total other expense
Income before income taxes
Provision for income taxes
Net income

$105,326
4,977
110,303

95.5%
4.5%
100.0%

$82,907
4,431
87,338

94.9%
5.1%
100.0%

19,040
1,765
36,509
10,096
3,914
10,169
1,053
82,546
27,757

17.3%
1.6%
33.1%
9.1%
3.5%
9.2%
1.0%
74.8%
25.2%

15,485
1,761
26,433
9,114
5,296
6,879
673
65,641
21,697

17.7%
2.0%
30.3%
10.4%
6.1%
7.9%
0.8%
75.2%
24.8%

(5.1)%
0.1%
(5.0)%
20.2%
(7.8)%
12.4%

(4,538)
192
(4,346)
17,351
(6,490)
$10,861

(5.2)%
0.2%
(5.0)%
19.8%
(7.4)%
12.4%

(5,593)
116
(5,477)
22,280
(8,601)
$ 13,679

Comparison of Results of Operations
Revenue
Our revenue consists primarily of portfolio revenue and bankruptcy servicing revenue. Portfolio revenue consists of accretion revenue and zero
basis revenue. Accretion revenue represents revenue derived from pools (quarterly groupings of purchased receivable portfolios) with a cost basis
that has not been fully amortized. Revenue from pools with a remaining unamortized cost basis is accrued based on each pool’s effective interest
rate applied to each pool’s remaining unamortized cost basis. The cost basis of each
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pool is increased by revenue earned and decreased by gross collections and portfolio allowances. The effective interest rate is the internal rate of
return derived from the timing and amounts of actual cash received and anticipated future cash flow projections for each pool. All collections
realized after the net book value of a portfolio has been fully recovered, or Zero Basis Portfolios, are recorded as revenue, or Zero Basis Revenue.
We account for our investment in receivable portfolios utilizing the interest method in accordance with the authoritative guidance for loans and
debt securities acquired with deteriorated credit quality. Servicing fee revenue is revenue primarily associated with bankruptcy servicing fees
earned from our Ascension subsidiary, a provider of bankruptcy services to the finance industry.
The following tables summarize collections, revenue, end of period receivable balance and other related supplemental data, by year of purchase (in
thousands, except percentages):

ZBA
2004
2005
2006
2007
2008
2009
2010
2011
Total

ZBA
2002
2003
2004
2005
2006
2007
2008
2009
2010
Total

Collections(1)

Three Months Ended March 31, 2011
Net
Revenue
(Portfolio
Gross
Recognition
Allowance)
Revenue(2)
Rate(3)
Reversal

$

$

3,617
1,103
5,471
5,313
13,458
26,425
49,666
77,719
8,262
$ 191,034

3,020
180
2,741
4,145
8,718
14,981
29,310
43,119
4,610
$110,824

83.5%
16.3%
50.1%
78.0%
64.8%
56.7%
59.0%
55.5%
55.8%
58.0%

$

597
—
(603)
(2,481)
(1,463)
(1,548)
—
—
—
$ (5,498)

Collections(1)

Three Months Ended March 31, 2010
Net
Revenue
(Portfolio
Gross
Recognition
Allowance)
Revenue(2)
Rate(3)
Reversal

$

$

2,056
254
1,477
2,140
7,663
7,425
20,888
35,141
55,787
8,341
$ 141,172

2,056
—
533
1,079
4,944
6,263
12,543
23,071
37,001
3,298
$ 90,788

(1)

Does not include amounts collected on behalf of others.

(2)

Gross revenue excludes the effects of net portfolio allowances or net portfolio allowance reversals.

(3)

Revenue recognition rate excludes the effects of net portfolio allowances or net portfolio allowance reversals.

100.0%
0.0%
36.1%
50.4%
64.5%
84.4%
60.0%
65.7%
66.3%
39.5%
64.3%

$

1
254
703
167
(771)
(4,322)
(892)
(3,021)
—
—
$ (7,881)

As of
March 31, 2011
Revenue
% of
Total
Revenue

2.7%
0.2%
2.5%
3.7%
7.9%
13.5%
26.4%
38.9%
4.2%
100.0%

Unamortized
Balances

Monthly
IRR

$

—
242
13,983
25,241
31,936
86,797
127,439
276,479
86,703
$ 648,820

—
6.6%
5.6%
5.1%
7.4%
5.2%
6.8%
4.8%
3.6%
5.2%

As of
March 31, 2010
Revenue
% of
Total
Revenue

2.3%
0.0%
0.6%
1.2%
5.4%
6.9%
13.8%
25.4%
40.8%
3.6%
100.0%

Unamortized
Balances

$

—
—
388
3,704
27,314
38,543
59,493
142,690
200,951
76,577
$ 549,660

Monthly
IRR

—
—
31.0%
8.0%
5.6%
5.1%
6.2%
5.0%
5.7%
3.8%
5.3%

Total revenue was $110.3 million during the three months ended March 31, 2011, an increase of $23.0 million, or 26.3%, compared to total revenue of
$87.3 million during the three months ended March 31, 2010. Portfolio revenue was $105.3 million during the three months ended March 31, 2011, an
increase of $22.4 million, or 27.0%, compared to portfolio revenue of $82.9 million during the three months ended March 31, 2010. The increase in
portfolio revenue during the three months ended March 31, 2011, was primarily the result of additional accretion revenue associated with a higher
portfolio balance during the three months ended March 31, 2011 compared to the three months ended March 31, 2010. During the three months
ended March 31, 2011, we recorded a net portfolio allowance provision of $5.5 million, compared to a net portfolio allowance provision of $7.9
million in the same period of the prior year. The net provision for portfolio allowances for the three months ended March 31, 2011 and 2010 was
largely due to a shortfall in collections in certain pool groups against our forecast. While our total collections exceeded our forecast, there is often
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variability at the pool group level between our actual collections and our forecasts, primarily our 2006 through 2008 vintage portfolios. This is the
result of several factors, including pressure on the consumer due to a weak economy, changes in internal operating strategy, shifts in consumer
payment patterns and the inherent challenge of forecasting collections at the pool group level.
Revenue associated with bankruptcy servicing fees earned from Ascension was $4.9 million during the three months ended March 31, 2011, an
increase of $0.5 million, or 10.7%, compared to revenue of $4.4 million during the three months ended March 31, 2010.
Operating Expenses
Total operating expenses were $82.5 million during the three months ended March 31, 2011, an increase of $16.9 million, or 25.8%, compared to total
operating expenses of $65.6 million during the three months ended March 31, 2010.
Operating expenses are explained in more detail as follows:
Salaries and employee benefits
Total salaries and employee benefits increased $3.6 million, or 20.6%, to $20.8 million during the three months ended March 31, 2011, from $17.2
million during the three months ended March 31, 2010. The increase was primarily the result of increases in headcount and related compensation
expense to support our growth. Stock-based compensation expense remained consistent at $1.8 million during the three months ended March 31,
2011 and 2010.
Cost of legal collections
The cost of legal collections increased $10.1 million, or 38.1%, to $36.5 million during the three months ended March 31, 2011, compared to $26.4
million during the three months ended March 31, 2010. These costs represent contingent fees paid to our nationwide network of attorneys and
costs of litigation. The increase in the cost of legal collections was primarily the result of an increase of $31.3 million, or 54.8%, in gross collections
through our legal channel. Gross legal collections were $88.5 million during the three months ended March 31, 2011, up from $57.2 million collected
during the three months ended March 31, 2010. The cost of legal collections decreased as a percentage of gross collections through this channel to
41.3% during the three months ended March 31, 2011 from 46.2% during the same period in the prior year. This decrease was primarily due to a
decrease in the commissions we pay our contracted attorneys and an improvement in our court cost recovery rate.
The following table summarizes our legal collection channel performance and related direct costs (in thousands, except percentages):
Three Months Ended March 31,
2011
2010

Collections

$ 88,488

100.0%

$57,173

Court costs advanced
Court costs deferred
Court cost expense(1)
Commissions
Other(2)
Total Costs

$ 23,299
(11,591)
11,708
24,307
494
$ 36,509

26.3%
(13.1)%
13.2%
27.5%
0.6%
41.3%

$13,321
(4,789)
8,532
17,280
621
$26,433

100.0%
23.3%
(8.4)%
14.9%
30.2%
1.1%
46.2%

(1)

In connection with our agreement with contracted attorneys, we advance certain out-of-pocket court costs. We capitalize these costs in our consolidated financial statements and provide a
reserve and corresponding court cost expense for the costs that we believe will be ultimately uncollectible. This amount includes changes in our anticipated recovery rate of court costs
expensed.

(2)

Other costs consist of costs related to counter claims and legal network subscription fees.

Other operating expenses
Other operating expenses increased $1.0 million, or 10.8%, to $10.1 million during the three months ended March 31, 2011, from $9.1 million during
the three months ended March 31, 2010. The increase was primarily the result of an increase of $0.5 million in direct mail campaign expenses, an
increase of $0.5 million in temporary services, and a net increase in various other operating expenses of $0.6 million, all to support our growth. The
increase was offset by a decrease of $0.4 million in media-related expenses and a decrease of $0.2 million in telephone number tracing expenses.
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Collection agency commissions
During the three months ended March 31, 2011, we incurred $3.9 million in commissions to third party collection agencies, or 28.0%, of the related
gross collections of $14.0 million, compared to $5.3 million in commissions, or 29.8%, of the related gross collections of $17.8 million during the three
months ended March 31, 2010. The decrease in commissions was due to the decrease in collections through this channel and a lower net
commission rate. The decrease in the net commission rate as a percentage of the related gross collections was primarily due to the mix of accounts
placed with the agencies. Commissions, as a percentage of collections through this channel, vary from period to period depending on, among other
things, the time from charge-off of the accounts placed with an agency. Generally, freshly charged-off accounts and consumer bankruptcy
receivable accounts have a lower commission rate than consumer credit card receivable accounts and accounts that have been charged off for a
longer period of time. During the three months ended March 31, 2011, we placed more consumer bankruptcy receivable accounts with our agencies
as compared to the same period in the prior year.
General and administrative expenses
General and administrative expenses increased $3.3 million, or 47.8%, to $10.2 million during the three months ended March 31, 2011, from $6.9
million during the three months ended March 31, 2010. The increase was primarily the result of an increase of $1.9 million in corporate legal
expenses, an increase of $0.4 million related to costs for the public offering from selling stockholders, and an increase in other general and
administrative expenses of $1.0 million.
Cost per Dollar Collected
The following table summarizes our cost per dollar collected (in thousands, except percentages):
Three Months Ended March 31,
2011

Collections

Collection sites
Legal networks
Collection agency outsourcing
Other collections
Other indirect costs(2)
Total

$ 88,541
88,488
13,990
54
—
$ 191,073

2010
Cost Per
Channel
Dollar
Collected

Cost

$ 7,046(1)
36,509
3,914
—
28,993
$76,462(3)

8.0%
41.3%
28.0%
—
—

Cost Per
Total
Dollar
Collected

3.7%
19.1%
2.0%
—
15.2%
40.0%

Collections

$ 65,804
57,173
17,752
538
—
$ 141,267

Cost

Cost Per
Channel
Dollar
Collected

$ 6,022(1)
26,433
5,296
—
22,818
$60,569(3)

Cost Per
Total
Dollar
Collected

9.2%
46.2%
29.8%
—
—

4.3%
18.7%
3.7%
—
16.2%
42.9%

(1)

Represents only account manager salaries, variable compensation and employee benefits.

(2)

Other indirect costs represent non collection salaries and employee benefits, general and administrative expenses, other operating expenses, and depreciation and amortization.

(3)

Represents all operating expenses excluding stock-based compensation expense and bankruptcy servicing expenses. We include this information in order to facilitate a comparison of
approximate cash costs to cash collections for the debt purchasing business in the periods presented. Refer to the items for reconciliation of operating expenses, excluding stock-based
compensation expense and bankruptcy servicing expenses to GAAP total operating expenses in the table below.

The following table presents the items for reconciliation of operating expenses, excluding stock-based compensation expense and bankruptcy
servicing expenses to GAAP total operating expenses (in thousands):
Three Months Ended March 31,
2011
2010

GAAP total operating expenses, as reported
Stock-based compensation expense
Bankruptcy servicing expenses

$

82,546
(1,765)
(4,319)

$

65,641
(1,761)
(3,311)

During the three months ended March 31, 2011, cost per dollar collected decreased by 290 basis points to 40.0% of gross collections from 42.9% of
gross collections during the three months ended March 31, 2010. This decrease was primarily due to cost improvement across all of our channels as
follows:
•

The cost from our collection sites, which includes account manager salaries, variable compensation and employee benefits, as a
percentage of our site collections, decreased to 8.0% from 9.2%. The decrease was primarily due to a continued shift in collections from
the United States to India.
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•

Collection agency commissions as a percentage of our collection agency collections decreased to 28.0% from 29.8%. The decrease was
due to a decrease in the commission rate paid to third party agencies. The decrease in our commission rate was a result of change in the
mix of accounts placed into this channel. Generally, freshly charged-off accounts and consumer bankruptcy receivable accounts have a
lower commission rate than consumer credit card receivable accounts and accounts that have been charged off for a longer period of
time. During the three months ended March 31, 2011, we placed more consumer bankruptcy receivable accounts with our agencies as
compared to the same period in the prior year. In addition, we continue to shift collections from third party agencies to our collection
sites, which have a lower cost to collect. Agency collections during the three months ended March 31, 2011 represented 7.3% of total
collections compared to 12.6% of collections during the three months ended March 31, 2010.

•

Other costs, not directly attributable to specific channel collections, including non collection salaries and employee benefits, general
and administrative expenses, other operating expenses, and depreciation and amortization, decreased as a percentage of total collection
to 15.2% from 16.2%.

•

Cost of legal collections as a percent of legal collections decreased to 41.3% from 46.2%. This decrease was primarily due to a decrease
in the commissions we pay our contracted attorneys and an improvement in our court cost recovery rate.

Interest Expense
Interest expense increased $1.1 million, or 23.2%, to $5.6 million during the three months ended March 31, 2011, from $4.5 million during the three
months ended March 31, 2010.
The following table summarizes our interest expense (in thousands):
2011

Stated interest on debt obligations
Amortization of loan fees and other loan costs
Amortization of debt discount—convertible notes
Total interest expense

$5,153
440
—
$5,593

Three Months Ended March 31,
2010
$ Change
% Change

$3,476
384
678
$4,538

$ 1,677
56
(678)
$ 1,055

48.2%
14.6%
(100.0)%
23.2%

Stated interest on debt obligation, including amortization of debt discount, increased $1.0 million during the three months ended March 31, 2011,
compared to the same period of the prior year, primarily due to an increase in our outstanding loan balances.
Provision for Income Taxes
During the three months ended March 31, 2011, we recorded an income tax provision of $8.6 million, reflecting an effective rate of 38.6% of pretax
income. The effective tax rate for the three months ended March 31, 2011 consists primarily of a provision for federal income taxes of 32.7% (which
is net of a benefit for state taxes of 2.3%), a provision for state taxes of 6.7%, and a net benefit of permanent book versus tax differences of 0.8%.
During the three months ended March 31, 2010, we recorded an income tax provision of $6.5 million, reflecting an effective rate of 37.4% of pretax
income. Our effective tax rate for the three months ended March 31, 2010 differed from the federal statutory rate, primarily due to the net effect of
state taxes and the effect of permanent book versus tax differences.
The increase in our overall effective tax rate from March 31, 2010 to March 31, 2011 was primarily attributable to an increase in the effective tax rate
in India. Our operations in India benefited from a tax holiday, which expired on March 31, 2011. Accounting guidance requires the impact of the
expiration of the tax holiday to be spread throughout the year ended December 31, 2011. Accordingly, the impact of the expiration was reflected in
the March 31, 2011 quarterly rate.
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Supplemental Performance Data
Cumulative Collections to Purchase Price Multiple
The following table summarizes our purchases and related gross collections by year of purchase (in thousands, except multiples):
Cumulative Collections through March 31, 2011
Year of Purchase

<2005
2005
2006
2007
2008
2009
2010
2011
Total

Purchase
Price(1)

<2005

2005

2006

2007

2008

2009

2010

2011

Total(2)

$ 385,479(4) $749,791 $224,620 $164,211 $ 85,333 $ 45,893 $ 27,708 $ 19,986 $ 4,352 $1,321,894
192,585
—
66,491 129,809 109,078
67,346
42,387
27,210
5,510
447,831
141,029
—
—
42,354
92,265
70,743
44,553
26,201
5,316
281,432
204,114
—
—
—
68,048 145,272 111,117
70,572
13,460
408,469
227,885
—
—
—
—
69,049 165,164 127,799
26,645
388,657
253,449
—
—
—
—
—
96,529 206,773
49,738
353,040
359,843
—
—
—
—
—
—
125,853
77,752
203,605
90,355
—
—
—
—
—
—
—
8,262
8,262
$1,854,739 $749,791 $291,111 $336,374 $354,724 $398,303 $487,458 $604,394 $191,035 $3,413,190

CCM(3)

3.4
2.3
2.0
2.0
1.7
1.4
0.6
0.1
1.8

(1)

Adjusted for put-backs, account recalls, purchase price rescissions, and the impact of an acquisition in 2000. Put-backs represent accounts that are returned to the seller in accordance with the
respective purchase agreement (“ Put-Backs”). Recalls represents accounts that are recalled by the seller in accordance with the respective purchase agreement (“ Recalls”).

(2)

Cumulative collections from inception through March 31, 2011, excluding collections on behalf of others.

(3)

Cumulative Collections Multiple (“ CCM”) through March 31, 2011 – collections as a multiple of purchase price.

(4)

From inception through December 31, 2004.

Total Estimated Collections to Purchase Price Multiple
The following table summarizes our purchases, resulting historical gross collections, and estimated remaining gross collections, by year of
purchase (in thousands, except multiples):

Purchase Price(1)

<2005
2005
2006
2007
2008
2009
2010
2011
Total

$

$

385,479(3)
192,585
141,029
204,114
227,885
253,449
359,843
90,355
1,854,739

Historical
Collections(2)

$ 1,321,894
447,831
281,432
408,469
388,657
353,040
203,605
8,262
$ 3,413,190

(1)

Adjusted for Put-Backs, Recalls, purchase price rescissions, and the impact of an acquisition in 2000.

(2)

Cumulative collections from inception through March 31, 2011, excluding collections on behalf of others.

(3)

From inception through December 31, 2004.
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Estimated
Remaining
Collections

Total Estimated
Gross Collections

$

$

1,064
20,669
45,824
73,553
176,645
301,902
607,146
175,510
$1,402,313

$

1,322,958
468,500
327,256
482,022
565,302
654,942
810,751
183,772
4,815,503

Total Estimated Gross
Collections to Purchase
Price

3.4
2.4
2.3
2.4
2.5
2.6
2.3
2.0
2.6
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Estimated Remaining Gross Collections by Year of Purchase
The following table summarizes our estimated remaining gross collections by year of purchase (in thousands):
2011

Estimated Remaining Gross Collections by Year of Purchase
2013
2014
2015
2016
2017

2012

2018

<2005(1)
$ 1,064

$

—

$

—

$

—

$

—

$

—

$

—

2005
13,779

6,873

17

—

—

—

$

—

1,064
20,669

—
17,259

19,277

9,288

—

—

—

—

2007

45,824
—

28,071

25,878

14,727

4,877

—

—

—

2008

73,553
—

62,099

55,190

34,010

18,706

6,640

—

—

2009

176,645
—

104,544

100,485

51,089

27,568

13,287

4,929

—

2010

(1)

$
—

2006

2011
Total

Total

—

301,902
—

158,789
36,091
$421,696

193,283
57,136
$458,122

116,871
36,737
$262,739

68,082
20,974
$140,207

39,473
12,681
$72,081

21,868
7,027
$33,824

8,780
4,412
$13,192

452
$452

607,146
175,510
$1,402,313

Estimated remaining collections for Zero Basis Portfolios can extend beyond the 84-month accrual basis collection forecast.

Unamortized Balances of Portfolios
The following table summarizes the remaining unamortized balances of our purchased receivable portfolios by year of purchase (in thousands,
except percentages):

2004
2005
2006
2007
2008
2009
2010
2011
Total
(1)

Unamortized Balance
as of
March 31, 2011

Purchase Price(1)

$

$

$

242
13,983
25,241
31,936
86,797
127,439
276,479
86,703
648,820

$

101,320
192,585
141,029
204,114
227,885
253,449
359,843
90,355
1,570,580

Unamortized Balance
as a Percentage of
Purchase Price

0.2%
7.3%
17.9%
15.6%
38.1%
50.3%
76.8%
96.0%
41.3%

Unamortized Balance
as a Percentage
of Total

0.0%
2.2%
3.9%
4.9%
13.4%
19.6%
42.6%
13.4%
100.0%

Purchase price refers to the cash paid to a seller to acquire a portfolio less Put-Backs, plus an allocation of our forward flow asset (if applicable), and less the purchase price for accounts that
were sold at the time of purchase to another debt purchaser.

Changes in the Investment in Receivable Portfolios
Revenue related to our investment in receivable portfolios comprises two groups. First, revenue from those portfolios that have a remaining book
value and are accounted for on the accrual basis (“Accrual Basis Portfolios”), and second, revenue from those portfolios that have fully recovered
their book value Zero Basis Portfolios and, therefore, every dollar of gross collections is recorded entirely as Zero Basis Revenue. If the amount
and timing of future cash collections on a pool of receivables are not reasonably estimable, we account for such portfolios on the cost recovery
method (“Cost Recovery Portfolios”). No revenue is recognized on Cost Recovery Portfolios until the cost basis has been fully recovered, at which
time they become Zero Basis Portfolios.
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The following tables summarize the changes in the balance of the investment in receivable portfolios and the proportion of revenue recognized as a
percentage of collections (in thousands, except percentages):
Accrual Basis
Portfolios

Balance, beginning of period
Purchases of receivable portfolios
Gross collections(1)
Put-backs and recalls
Revenue recognized(2)
(Portfolio allowances) portfolio allowance reversal, net
Balance, end of period

$

644,753
90,675
(187,417)
(900)
107,804
(6,095)
$ 648,820

Revenue as a percentage of collections (3)

$

$

57.5%

Accrual Basis
Portfolios

Balance, beginning of period
Purchases of receivable portfolios
Gross collections(1)
Put-backs and recalls
Revenue recognized(2)
(Portfolio allowances) portfolio allowance reversal, net
Balance, end of period
Revenue as a percentage of collections

Three Months Ended March 31, 2011
Cost Recovery
Zero Basis
Portfolios
Portfolios

$

526,366
81,632
(139,084)
(584)
88,732
(7,882)
$ 549,180
63.8%

(3)

(1)

Does not include amounts collected on behalf of others.

(2)

Includes retained interest.

(3)

Revenue as a percentage of collections excludes the effects of net portfolio allowances or net portfolio allowance reversals.

—
—
—
—
—
—
—

$

—
—
(3,617)
—
3,020
597
$ —

0.0%

83.5%

Three Months Ended March 31, 2010
Cost Recovery
Zero Basis
Portfolios
Portfolios

$

$

511
—
(31)
—
—
—
480
0.0%

$

—
—
(2,057)
—
2,056
1
$ —
100.0%

Total

$ 644,753
90,675
(191,034)
(900)
110,824
(5,498)
$ 648,820
58.0%

Total

$ 526,877
81,632
(141,172)
(584)
90,788
(7,881)
$ 549,660
64.3%

As of March 31, 2011, we had $648.8 million in investment in receivable portfolios. This balance will be amortized based upon current projections of
cash collections in excess of revenue applied to the principal balance. The estimated amortization of the investment in receivable portfolio balance
is as follows (in thousands):

(1)

Year Ended December 31,

Amortization

2011(1)
2012
2013
2014
2015
2016
2017
2018
Total

$ 151,991
218,057
135,090
72,230
39,188
21,098
10,738
428
$ 648,820

2011 amount consists of nine months data from April 1, 2011 to December 31, 2011.
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Collections by Channel
We utilize numerous business channels for the collection of charged-off credit cards and other receivables. The following table summarizes the
gross collections by collection channel (in thousands):
Three Months Ended March 31,
2011
2010

Collection sites
Legal collections
Collection agencies
Other

$

88,541
88,488
13,990
54
191,073

$

$

65,804
57,173
17,752
538
141,267

$

External Collection Channels and Related Direct Costs
The following tables summarize our external collection channel performance and related direct costs (in thousands, except percentages):
Legal Collections
Three Months Ended March 31,
2011
2010

Collection Agencies
Three Months Ended March 31,
2010
2010

Collections

$88,488

100.0%

$57,173

100.0%

$13,990

100.0%

$17,752

100.0%

Commissions
Court cost expense(1)
Other(2)
Total Costs

$24,307
11,708
494
$36,509

27.5%
13.2%
0.6%
41.3%

$17,280
8,532
621
$26,433

30.2%
14.9%
1.1%
46.2%

$ 3,914
—
—
$ 3,914

28.0%
—
—
28.0%

$ 5,296
—
—
$ 5,296

29.8%
—
—
29.8%

(1)

In connection with our agreement with contracted attorneys, we advance certain out-of-pocket court costs. We capitalize these costs in our consolidated financial statements and provide a
reserve and corresponding court cost expense for the costs that we believe will be ultimately uncollectible. This amount includes changes in our anticipated recovery rate of court costs
expensed.

(2)

Other costs consist primarily of costs related to counter claims and legal network subscription fees.

Legal Outsourcing Collections and Related Costs
The following tables summarize our legal outsourcing collection channel performance and related direct costs (in thousands, except percentages):
Gross Collections by Year of Collection(1)
Placement Year

2003
2004
2005
2006
2007
2008
2009
2010
2011
(1)

2003

2004

2005

2006

2007

2008

2009

2010

$10,750
—
—
—
—
—
—
—
—

$27,192
23,455
—
—
—
—
—
—
—

$17,212
37,674
21,694
—
—
—
—
—
—

$ 9,566
21,676
40,762
39,395
—
—
—
—
—

$ 5,561
12,029
22,152
82,740
41,958
—
—
—
—

$ 3,050
5,840
10,582
43,303
80,211
47,320
—
—
—

$ 2,014
3,665
6,226
22,527
44,321
110,868
40,856
—
—

$ 1,603
2,811
4,740
14,148
24,067
64,998
92,124
60,706
—

$

2011

Total
Collections

306
595
1,009
3,063
4,443
11,254
18,294
46,104
3,037

$ 77,254
107,745
107,165
205,176
195,000
234,440
151,274
106,810
3,037

Includes collections for accounts placed in our legal channel beginning January 1, 2003. We continue to collect on accounts placed in this channel prior to that date.
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Court Costs by Year of Collection(1)
2003

2004

2005

2003
2004

$908
—

$2,046

$ 571

2,509

2,937

1,087

406

223

153

147

21

7,483

2005

—
—

3,271

4,426

859

356

218

224

37

9,391

2006

—
—

—

10,158

10,291

1,829

407

617

131

23,433

2007

—
—

—

—

15,357

11,952

1,178

719

148

29,354

2008

—
—

—

—

—

19,322

15,842

2,562

366

38,092

2009

—
—

—

—

—

—

17,009

11,998

733

29,740

2010

—
—

—

—

—

—

—

27,121

10,101

37,222

2011

—
—

—

—

—

—

—

1,925

1,925

(1)

2006

$

2007

300

$

147

2008

$

2009

103

$

2010

Total
Court Costs

Placement Year

86

$

67

2011

$

9

—

$

4,237

Includes court cost expense for accounts placed in our legal channel beginning January 1, 2003. We continue to incur court cost expense on accounts placed in this channel prior to that date.
Court cost expense in this table is calculated based on our blended court cost expense rate.
Commissions by Year of Collection(1)

Placement Year

2003
2004
2005
2006
2007
2008
2009
2010
2011
(1)

2003

2004

2005

2006

2007

$3,574
—
—
—
—
—
—
—
—

$8,606
7,273
—
—
—
—
—
—
—

$ 5,496
12,060
6,725
—
—
—
—
—
—

$ 2,898
6,653
12,108
11,451
—
—
—
—
—

$ 1,574
3,498
6,364
23,659
11,845
—
—
—
—

2008

$

2009

872
1,690
3,036
12,370
22,927
13,678
—
—
—

$

577
1,063
1,792
6,464
12,697
31,794
11,476
—
—

2010

$

465
827
1,388
4,120
7,040
18,926
26,110
16,881
—

2011

$

85
167
284
861
1,265
3,170
5,024
12,695
789

Total
Commissions

$

24,147
33,231
31,697
58,925
55,774
67,568
42,610
29,576
789

Includes commissions for accounts placed in our legal channel beginning January 1, 2003. We continue to incur commissions on collections for accounts placed in this channel prior to that
date.
Court Cost Expense and Commissions as a % of Gross Collections
by Year of Collection

Placement Year

2003

2004

2005

2006

2007

2008

2009

2010

2011

2003
2004
2005
2006
2007
2008
2009
2010
2011

41.7%
—
—
—
—
—
—
—
—

39.2%
41.7%
—
—
—
—
—
—
—

35.2%
39.8%
46.1%
—
—
—
—
—
—

33.4%
35.7%
40.6%
54.9%
—
—
—
—
—

31.0%
32.4%
32.6%
41.0%
64.8%
—
—
—
—

32.0%
32.8%
32.1%
32.8%
43.5%
69.7%
—
—
—

32.9%
33.2%
32.3%
30.5%
31.3%
43.0%
69.7%
—
—

33.2%
34.6%
34.0%
33.5%
32.2%
33.1%
41.4%
72.5%
—

30.7%
31.6%
31.8%
32.4%
31.8%
31.4%
31.5%
49.4%
89.4%
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Cumulative
Average

36.7%
37.8%
38.3%
40.1%
43.7%
45.1%
47.8%
62.5%
89.4%
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Headcount by Function by Site
The following table summarizes our headcount by function by site:
Headcount as of March 31,
2011
2010
U.S.
India
U.S.
India

General & Administrative
Account Manager
Bankruptcy Specialist

394
230
102
726

265
958
100
1,323

342
216
63
621

200
757
60
1,017

Gross Collections by Account Manager
The following table summarizes our collection performance by Account Manager (in thousands, except headcount):
Three Months Ended
March 31,
2011
2010

Gross collections – collection sites
Average active account managers
Collections per average active account manager

$88,541
1,142
$ 77.5

$65,804
938
$ 70.2

Gross Collections per Hour Paid
The following table summarizes our gross collections per hour paid to Account Managers (in thousands, except gross collections per hour paid):
Three Months Ended
March 31,
2011
2010

Gross collections – collection sites
Total hours paid
Collections per hour paid

$88,541
525
$ 168.6

$65,804
439
$ 149.9

Collection Sites Direct Cost per Dollar Collected
The following table summarizes our gross collections in collection sites and the related direct cost (in thousands, except percentages):
Three Months Ended
March 31,
2011
2010

Gross collections – collection sites
Direct cost(1)
Cost per dollar collected
(1)

$88,541
$ 7,046
8.0%

Represents salaries, variable compensation and employee benefits.
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$65,804
$ 6,022
9.2%
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Salaries and Employee Benefits by Function
The following table summarizes our salaries and employee benefits by function (excluding stock-based compensation) (in thousands):
Three Months Ended
March 31,
2011
2010

Portfolio Purchasing and Collecting Activities
Collections related
General & administrative
Subtotal
Bankruptcy Services

$ 7,046
9,621
16,667
2,373
$19,040

$ 6,022
7,586
13,608
1,877
$15,485

Purchases by Quarter
The following table summarizes the purchases we made by quarter, and the respective purchase prices (in thousands):

# of
Accounts

Quarter

Q1 2008
Q2 2008
Q3 2008
Q4 2008
Q1 2009
Q2 2009
Q3 2009
Q4 2009
Q1 2010
Q2 2010
Q3 2010
Q4 2010
Q1 2011
(1)

647
676
795
1,084
505
719
1,515
519
839
1,002
1,101
1,206
1,243

Face Value

Purchase
Price

$1,199,703
1,801,902
1,830,292
1,729,568
1,341,660
1,944,158
2,173,562
1,017,998
2,112,332
2,245,713
2,616,678
3,882,646
2,895,805

$ 47,902
52,492
66,107
63,777
55,913
82,033
77,734
40,952
81,632
83,336
77,889
119,100
90,675

Forward
Flow
Allocation
(1)

$ 2,926
2,635
—
—
—
—
10,302
—
—
—
—
—
—

Allocation of the forward flow asset to the cost basis of receivable portfolio purchases. In July 2008, we ceased forward flow purchases from Jefferson Capital due to an alleged breach by
Jefferson Capital and its parent, CompuCredit Corporation, of certain agreements. In September 2009, we settled our dispute with Jefferson Capital.

29

Table of Contents
Liquidity and Capital Resources
Overview
Historically, we have met our cash requirements by utilizing our cash flows from operations, bank borrowings and equity offerings. Our primary
cash requirements have included the purchase of receivable portfolios, operating expenses, and the payment of interest and principal on bank
borrowings and tax payments.
The following table summarizes our cash flows by category for the periods presented (in thousands):
Three Months Ended
March 31,
2011
2010

Net cash provided by operating activities
Net cash used in investing activities
Net cash (used in) provided by financing activities

$ 23,635
(10,194)
(1,971)

$ 20,528
(30,872)
9,531

On February 11, 2011, we obtained an additional $50.0 million in commitments from lenders and exercised a portion of our $100.0 million accordion
feature, thereby increasing our revolving credit facility to $410.5 million from $360.5 million. See Note 9 “Debt” to our unaudited condensed
consolidated financial statements for a further discussion of our debt.
Currently, all of our portfolio purchases are funded with cash from operations and borrowings under our revolving credit facility.
On February 10, 2011, we issued an additional $25.0 million in senior secured notes to certain affiliates of Prudential Capital Group through an
amended and restated note purchase agreement. The notes bear an annual interest rate of 7.375% and mature in 2019 with principal amortization
beginning in May 2013. The proceeds from the notes were primarily used to reduce aggregate outstanding borrowings under our revolving credit
facility. Available capacity under the revolving credit facility, subject to borrowing base and applicable debt covenants, was $110.5 million as of
March 31, 2011.
Operating Cash Flows
Net cash provided by operating activities was $23.6 million and $20.5 million during the three months ended March 31, 2011 and 2010, respectively.
Cash provided by operating activities during the three months ended March 31, 2011, was primarily related to net income of $13.7 million and $5.5
million in a non-cash add back related to the net provision for allowance on our receivable portfolios. Cash provided by operating activities during
the three months ended March 31, 2010, was primarily attributable to net income of $10.9 million and $7.9 million in a non-cash add back related to
the net provision for allowance on our receivable portfolios.
Investing Cash Flows
Net cash used in investing activities was $10.2 million and $30.9 million during the three months ended March 31, 2011 and 2010, respectively.
The cash flows used in investing activities during the three months ended March 31, 2011, were primarily related to receivable portfolio purchases
of $90.7 million, offset by gross collection proceeds applied to the principal of our receivable portfolios in the amount of $80.2 million. The cash
flows used in investing activities during the three months ended March 31, 2010, were primarily related to receivable portfolio purchases of $81.6
million, offset by gross collection proceeds applied to the principal of our receivable portfolios in the amount of $50.4 million.
Capital expenditures for fixed assets acquired with internal cash flow were $0.6 million and $0.2 million for three months ended March 31, 2011 and
2010, respectively.
Financing Cash Flows
Net cash used in financing activities was $2.0 million during the three months ended March 31, 2011 and net cash provided by financing activities
was $9.5 million during the three months ended March 31, 2010.
The cash used in financing activities during the three months ended March 31, 2011, reflects $46.0 million in repayments of amounts outstanding
under our line of credit, offset by $19.0 million in borrowings under our line of credit agreement and $25.0 million in borrowings under our senior
secured notes. The cash provided by financing activities during the three months ended March 31, 2010, reflects $22.0 million in repayments of
amounts outstanding under our line of credit, offset by $35.0 million in borrowings under our line of credit.
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We are in compliance with all covenants under our financing arrangements and, excluding the effects of the one-time payment of $16.9 million to
eliminate all future Contingent Interest payments in the second quarter of 2007 (this payment, less amounts accrued on our balance sheet, resulted
in a charge in our statement of operations of $6.9 million after the effect of income taxes) and the effects of the adoption of a new accounting
principal related to our convertible notes, we have achieved 37 consecutive quarters of positive net income. We believe that we have sufficient
liquidity to fund our operations for at least the next twelve months, given our expectation of continued positive cash flows from operations, our
cash and cash equivalents of $22.4 million as of March 31, 2011, our access to the capital markets and availability under our revolving credit facility,
which expires in December 2013.
Off Balance Sheet Arrangements
We do not have any off balance sheet arrangements as defined by Item 303(a)(4) of Regulation S-K.
Item 3.

Quantitative and Qualitative Disclosures about Market Risk

Foreign Currency. At March 31, 2011, there had not been a material change in any of the foreign currency risk information disclosed in Item 7A,
“Quantitative and Qualitative Disclosures About Market Risk,” of our Annual Report on Form 10-K for the fiscal year ended December 31, 2010.
Interest Rate. At March 31, 2011, there had not been a material change in the interest rate risk information disclosed in Item 7A, “Quantitative and
Qualitative Disclosures About Market Risk,” of our Annual Report on Form 10-K for the fiscal year ended December 31, 2010.
Item 4.

Controls and Procedures

Evaluation of Disclosure Controls and Procedures
We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our periodic reports filed
or submitted under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) is recorded, processed, summarized and reported within
the time periods specified in the rules and forms of the Securities and Exchange Commission (the “SEC”) and that such information is accumulated
and communicated to our management, including our principal executive officer and principal financial officer, as appropriate to allow timely
decisions regarding required disclosure. In designing and evaluating the disclosure controls and procedures, our management recognizes that any
controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control
objectives and accordingly, management is required to apply its judgment in evaluating the cost-benefit relationship of possible controls and
procedures.
Based on their most recent evaluation, as of the end of the period covered by this Quarterly Report on Form 10-Q, our Chief Executive Officer and
Chief Financial Officer have concluded our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act are
effective.
Changes in Internal Control over Financial Reporting
There was no change in our internal control over financial reporting during the most recent fiscal quarter that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting.
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PART II—OTHER INFORMATION
Item 1.

Legal Proceedings

On November 2, 2010 and December 17, 2010 two national class actions entitled Robinson v. Midland Funding LLC and Tovar v. Midland Credit
Management, respectively, were filed in the United States District Court for the Southern District of California. The complaints allege that our
subsidiaries violated the Telephone Consumer Protection Act (“TCPA”) by calling consumers’ cellular phones without their prior express consent.
The complaints seek monetary damages under the TCPA, injunctive relief and other relief, including attorney fees. In December 2010 and January
2011, we filed motions to dismiss or stay these cases. On April 13, 2011, those motions were denied.
We are involved in disputes and legal actions from time to time in the ordinary course of our business. We, along with others in our industry, are
routinely subject to legal actions based on the Fair Debt Collection Practices Act, or FDCPA, comparable state statutes, state and federal unfair
competition statutes, and common law causes of action. The violations of law alleged in these actions often include claims that we lack specified
licenses to conduct our business, attempt to collect debts on which the statute of limitations has run, and/or have made inaccurate assertions of
fact in support of our collection actions. These cases are frequently styled as putative class actions.
In addition, from time to time, we are subject to various regulatory investigations, inquiries and other actions, relating to our collection activities.
On March 28, 2011, the Office of the Attorney General of the State of Minnesota filed a motion in the United States District Court for the Northern
District of Ohio, seeking clarification of an order granting preliminary injunction against parallel litigation (“Order”) issued by that Court in
connection with the case captioned Brent v. Midland Credit Management, Inc et. Al. The Minnesota Attorney General sought a ruling clarifying
that the Order did not prevent it from filing a complaint against us in Minnesota state court concerning our debt collection practices and related
topics. We intend to cooperate fully with the Minnesota Attorney General in response to any complaint that might be filed, subject to applicable
law.
In certain legal proceedings, we may have recourse to insurance or third party contractual indemnities to cover all or portions of our litigation
expenses, judgments or settlements. In accordance with authoritative guidance, we have recorded loss contingencies in our financial statements
only for matters in which losses are probable and can be reasonably estimated.
Item 1A—Risk Factors
This section highlights some specific risks affecting our business, operating results and financial condition. The list of risks is not intended to be
exhaustive and the order in which the risks appear is not intended as an indication of their relative weight or importance.
Risk Factors
We are exposed to risks associated with worldwide financial markets and the global economy.
As a result of the global economic downturn, individual consumers are experiencing high unemployment, a lack of credit availability, and depressed
real estate values. Continued financial pressure on the consumer on these fronts could reduce our ability to collect on our purchased consumer
receivable portfolios and would adversely affect their value. Further, increased financial pressure on the distressed consumer may result in
additional regulatory restrictions on our operations and increased litigation filed against us. We are unable to predict the likely duration or severity
of the current disruption in financial markets and adverse economic conditions and the effects they may have on our business, financial condition
and results of operations.
Our quarterly operating results may fluctuate significantly.
Our quarterly operating results will likely vary in the future due to a variety of factors that could affect our revenues and operating expenses in any
particular quarter. We expect that our operating expenses as a percentage of collections will fluctuate in the future as we expand into new markets,
increase our new business development efforts, hire additional personnel and incur increased insurance and regulatory compliance costs. In
addition, our operating results have fluctuated and may continue to fluctuate as the result of the factors described below and elsewhere in this
Quarterly Report on Form10-Q and in our Annual Report on Form 10-K for the fiscal year ended December 31, 2010:
•

the timing and amount of collections on our receivable portfolios, including the effects of seasonality and economic recession;
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•

any charge to earnings resulting from an allowance against the carrying value of our receivable portfolios;

•

increases in operating expenses associated with the growth or change of our operations;

•

the cost of credit to finance our purchases of receivable portfolios; and

•

the timing and terms of our purchases of receivable portfolios.

Due to fluctuating prices for consumer receivable portfolios, there has been considerable variation in our purchasing volume from quarter to quarter
and we expect that to continue. The volume of our portfolio purchases will be limited when prices are high, and may or may not increase when
portfolio pricing is more favorable to us. We believe our ability to collect on consumer receivable portfolios may be negatively impacted because of
current economic conditions, and this may require us to increase our projected return hurdles in calculating prices we are willing to pay for
individual portfolios. An increase in portfolio return hurdles may decrease the volume of portfolios we are successful in purchasing. Because we
recognize revenue on the basis of projected collections on purchased portfolios, we may experience variations in quarterly revenue and earnings
due to the timing of portfolio purchases.
We may not be able to purchase receivables at sufficiently favorable prices or terms, or at all.
Our ability to continue to operate profitably depends upon the continued availability of receivable portfolios that meet our purchasing standards
and are cost-effective based upon projected collections exceeding our costs. Our profitability also depends on our actual collections on accounts
meeting or exceeding our projected collections. There is no assurance as to how long portfolios will be available for purchase on terms acceptable
to us, or at all.
The availability of consumer receivable portfolios at favorable prices and on favorable terms depends on a number of factors, including:
•

continued high levels of default in consumer debt;

•

continued sale of receivable portfolios by originating institutions at prevailing price levels;

•

our ability to develop and maintain long-term relationships with key major credit originators;

•

our ability to obtain adequate data from credit originators or portfolio resellers to appropriately evaluate the collectability of, and
estimate the value of, portfolios;

•

changes in laws and regulations governing consumer lending, bankruptcy and collections; and

•

potential availability of government funding to competing purchasers for the acquisition of account portfolios under various programs
intended to serve as an economic stimulus.

In addition, because of the length of time involved in collecting charged-off consumer receivables on acquired portfolios and the volatility in the
timing of our collections, we may not be able to identify trends and make changes in our purchasing strategies in a timely manner. Ultimately, if we
are unable to continually purchase and collect on a sufficient volume of receivables to generate cash collections that exceed our costs, our
business will be materially and adversely affected.
We may experience losses on portfolios consisting of new types of receivables.
We continually look for opportunities to expand the classes of assets that make up the portfolios we acquire. Therefore, we may acquire portfolios
consisting of assets with which we have little or no collection experience. Our lack of experience with new types of receivables may cause us to pay
too much for these receivable portfolios, which may substantially hinder our ability to generate profits from such portfolios. Further, our existing
methods of collections may prove ineffective for such new receivables, and we may not be able to collect on these portfolios. Our inexperience may
have a material and adverse affect on our results of operations.
We may purchase receivable portfolios that contain unprofitable accounts and we may not be able to collect sufficient amounts to recover our
costs and to fund our operations.
We acquire and service receivables that the obligors have failed to pay and the sellers have deemed uncollectible and written off. The originating
institutions generally make numerous attempts to recover on their nonperforming receivables, often using a combination of their in-house
collection and legal departments as well as third-party collection agencies. In order to operate profitably
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over the long term, we must continually purchase and collect on a sufficient volume of receivables to generate revenue that exceeds our costs.
These receivables are difficult to collect, and we may not be successful in collecting amounts sufficient to cover the costs associated with
purchasing the receivables and funding our operations. If we are not able to collect on these receivables or collect sufficient amounts to cover our
costs, this may materially and adversely affect our results of operations.
Sellers may deliver portfolios that contain accounts which do not meet our account collection criteria.
In the normal course of our portfolio acquisitions, some receivables may be included in the portfolios that fail to conform to the terms of the
purchase agreements and we may seek to return these receivables to the seller for payment or replacement. However, we cannot guarantee that
sellers will be able to meet their obligations to us. Accounts that we are unable to return to sellers may yield no return. If sellers deliver portfolios
containing too many accounts that do not conform to the terms of the purchase contracts, we may be unable to collect a sufficient amount and the
portfolio purchase could be unprofitable, which would have an adverse effect on our cash flows. If cash flows from operations are less than
anticipated, our ability to satisfy our debt obligations and purchase new portfolios and our future growth and profitability may be materially and
adversely affected.
Our failure to purchase sufficient quantities of receivable portfolios or collect sufficient amounts on receivables we own may necessitate
workforce reductions, which may harm our business.
Because fixed costs, such as certain personnel costs and lease or other facilities costs, constitute a significant portion of our overhead, we may be
required to reduce the number of employees in our collection operations if we do not continually augment the receivable portfolios we service with
additional receivable portfolios or collect sufficient amounts on receivables we own for the reasons indicated above. Reducing the number of
employees can affect our business adversely due to:
•

lower employee morale, higher employee attrition rates, fewer experienced employees and higher recruiting and training costs;

•

disruptions in our operations and loss of efficiency in collection functions; and

•

excess costs associated with unused space in collection facilities.

A significant portion of our portfolio purchases during any period may be concentrated with a small number of sellers.
We expect that a significant percentage of our portfolio purchases for any given fiscal year may be concentrated with a few large sellers, some of
which also may involve forward flow arrangements. For example, in 2010, we purchased 67% of our portfolios from our five top sellers. We cannot
be certain that any of our significant sellers will continue to sell charged-off receivables to us on terms or in quantities acceptable to us, or that we
would be able to replace such purchases with purchases from other sellers.
A significant decrease in the volume of purchases available from any of our principal sellers on terms acceptable to us would force us to seek
alternative sources of charged-off receivables. We may be unable to find alternative sources from which to purchase charged-off receivables, and
even if we could successfully replace such purchases, the search could take time, the receivables could be of lower quality, cost more, or both, any
of which could materially adversely affect our financial performance.
The statistical models we use to project remaining cash flows from our receivable portfolios may prove to be inaccurate.
We use our internally developed Unified Collection Score, or UCS model, and Behavioral Liquidation Score, or BLS model, to project the remaining
cash flows from our receivable portfolios. Our UCS and BLS models consider known data about our consumers’ accounts, including, among other
things, our collection experience and changes in external consumer factors, in addition to all data known when we acquired the accounts. There can
be no assurance, however, that we will be able to achieve the collections forecasted by our UCS and BLS models. If we are not able to achieve
these levels of forecasted collection, our revenues will be reduced or we may be required to record an allowance charge, which may materially and
adversely impact our results of operations.
We may incur allowance charges based on the authoritative guidance for loans and debt securities acquired with deteriorated credit quality.
We account for our portfolio revenue in accordance with the authoritative guidance for loans and debt securities acquired with deteriorated credit
quality. The authoritative guidance limits the revenue that may be accrued to the excess of the estimate of expected future cash flows over a
portfolio’s initial cost of accounts receivable acquired, requires that the excess of the contractual cash flows over expected cash flows not be
recognized as an adjustment of revenue, expense, or on the balance sheet, and freezes the IRR originally estimated when the accounts receivable
are purchased for subsequent allowance testing. Rather than lower the estimated IRR if the expected future cash flow estimates are decreased, the
carrying value of our receivable portfolios would be written down to
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maintain the then-current IRR. Increases in expected future cash flows would be recognized prospectively through an upward adjustment of the
IRR over a portfolio’s remaining life. Any increased yield then becomes the new benchmark for allowance testing. Since the authoritative guidance
does not permit yields to be lowered, there is an increased probability of our having to incur allowance charges in the future, which would
negatively impact our results of operations.
Our business of enforcing the collection of purchased receivables is subject to extensive statutory and regulatory oversight, which has
increased and may continue to increase.
Laws and regulations applicable to credit card issuers or other debt originators may preclude us from collecting on receivables we purchase,
regardless of any act or omission on our part. For instance, we may be precluded from collecting on receivables where the card issuer or originator
failed to comply with applicable federal or state laws in generating or servicing the receivables that we have acquired. Because our receivables
generally are originated and serviced nationwide, we cannot be certain that the originating lenders have complied with applicable laws and
regulations. While our receivable acquisition contracts typically contain provisions indemnifying us for losses owing to the originating
institution’s failure to comply with applicable laws and other events, we cannot be certain that any indemnities received from originating
institutions will be adequate to protect us from losses on the receivables or liabilities to consumers. Laws relating to debt collections also directly
apply to our business. Our failure or the failure of third party agencies and attorneys or the originators of our receivables to comply with existing or
new laws, rules or regulations could limit our ability to recover on receivables or cause us to pay damages to the original consumers, which could
reduce our revenues and harm our business.
We sometimes purchase accounts in asset classes that are subject to industry-specific restrictions that limit the collection methods that we can use
on those accounts. Our inability to collect sufficient amounts from these accounts through available collections methods could materially and
adversely affect our results of operations.
In response to the global economic downturn, or otherwise, additional consumer protection or privacy laws, rules and regulations may be enacted
that impose additional restrictions on the collection of receivables. Such new laws, rules and regulations may materially adversely affect our ability
to collect on our receivables, which could materially and adversely affect our earnings.
Passage of the Dodd-Frank Wall Street Reform and Consumer Protection Act may increase our operational and compliance costs.
The Dodd-Frank Act contains a variety of provisions designed to regulate financial markets, including credit and derivatives transactions. The
Dodd-Frank Act requires various federal agencies to adopt a broad range of new rules and regulations, and to prepare numerous studies and
reports for Congress. The federal agencies are given significant discretion in drafting the rules and regulations, and consequently, many of the
details and much of the impact of the Dodd-Frank Act may not be known for many months or years.
The Dodd-Frank Act will require publicly traded companies to give stockholders a non-binding vote on executive compensation and so-called
“golden parachute” payments, and authorizes the SEC to promulgate rules that would allow stockholders to nominate their own candidates using a
company’s proxy materials. It is difficult to predict at this time what specific impact the Dodd-Frank Act and the yet to be written implementing rules
and regulations will have. However, if the Dodd-Frank Act and the implementing rules and regulations cause a material increase in our compliance
and operating costs or materially inhibit our ability to collect on our receivables, they may have a material adverse impact on our results of
operations.
Failure to comply with government regulation could result in the suspension or termination of our ability to conduct business, may require the
payment of significant fines and penalties, or require other significant expenditures.
The collections industry is heavily regulated under various federal, state and local laws, rules and regulations. Many states and several cities
require that we be licensed as a debt collection company. The Federal Trade Commission, state Attorneys General and other regulatory bodies have
the authority to investigate a variety of matters including consumer complaints against debt collection companies and to recommend enforcement
actions and seek monetary penalties. If we or our third party collection agencies or law firms fail to comply with applicable laws, rules and
regulations, including, but not limited to, identity theft, privacy, data security, the use of automated dialing equipment, laws related to consumer
protection, debt collection, and laws applicable to specific types of debt, it could result in the suspension or termination of our ability to conduct
collection operations, which would materially adversely affect us. Furthermore, our ability to collect may be impacted by state laws which require
that certain types of account documentation be in our possession prior to the institution of any collection activities. In addition, new federal, state
or local laws or regulations, or changes in the ways these rules or laws are interpreted or enforced, could limit our activities in the future and/or
significantly increase the cost of regulatory compliance.
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We are dependent upon third parties to service more than half of our consumer receivable portfolios.
We use outside collection services to collect a substantial portion of our receivables. We are dependent upon the efforts of third-party collection
agencies and attorneys to service and collect our consumer receivables. Any failure by our third-party collection agencies and attorneys to perform
collection services for us adequately or remit such collections to us could materially reduce our revenue and our profitability. In addition, if one or
more of those third-party collection agencies or attorneys were to cease operations abruptly, or to become insolvent, such cessation or insolvency
could materially reduce our revenue and profitability. Our revenue and profitability could also be materially adversely affected if we were not able to
secure replacement third party collection agencies or attorneys or transfer account information to our new third party collection agencies or
attorneys or in-house promptly in the event our agreements with our third-party collection agencies and attorneys are terminated. Our revenue and
profitability could also be materially adversely affected if our third-party collection agencies or attorneys fail to perform their obligations
adequately, or if our relationships with such third-party collection agencies and attorneys otherwise change adversely.
Increases in costs associated with our collections through a network of attorneys can materially raise our costs associated with our collection
strategies and the individual lawsuits brought against consumers to collect on judgments in our favor.
We contract with a nationwide network of attorneys that specialize in collection matters. In connection with our agreements with our contracted
attorneys, we advance certain out-of-pocket court costs, or Deferred Court Costs. Deferred Court Costs represent amounts we believe we will
recover from our consumers, in addition to the amounts owed on our consumers’ accounts that we expect to collect. These court costs may be
difficult or impossible to collect, and we may not be successful in collecting amounts sufficient to cover the amounts deferred in our financial
statements. If we are not able to recover these court costs, this may materially and adversely affect our results of operations.
Further, we are increasing our collection activity through our legal channel and as a consequence, due to an increase in Deferred Court Costs, and
an increase in costs related to counterclaims, our costs in collecting on these accounts may increase, which may have a material, adverse effect on
our results of operations.
Our network of third party agencies and attorneys may not utilize amounts collected on our behalf or amounts we advance for court costs in
the manner for which they were intended.
Third party collection agencies and attorneys may receive funds owed to us. We advance court costs to third party attorneys. These third parties
may fail to remit amounts owed to us on a timely matter or at all. Further, third party attorneys may misuse all or some of the funds we advance for
court costs. Our ability to recoup our funds may be diminished if these third parties become insolvent or enter into bankruptcy proceedings.
A significant portion of our collections relies upon our success in individual lawsuits brought against consumers and our ability to collect on
judgments in our favor.
We generate a significant portion of our revenue by collecting on judgments that are granted by courts in lawsuits filed against consumers. A
decrease in the willingness of courts to grant such judgments, a change in the requirements for filing such cases or obtaining such judgments, or a
decrease in our ability to collect on such judgments could have a material and adverse effect on our results of operations. As we increase our use
of the legal channel for collections, our short-term margins may decrease as a result of an increase in upfront court costs and costs related to
counter claims. We may not be able to collect on certain aged accounts because of applicable statutes of limitations and we may be subject
to adverse effects of regulatory changes that we cannot predict. Further, courts in certain jurisdictions require that a copy of the account
statements or applications be attached to the pleadings in order to obtain a judgment against the consumers. If we are unable to produce account
documents, because the account documents have not been provided by the account’s seller or otherwise, these courts will deny our claims.
We are subject to ongoing risks of litigation, including individual and class actions under consumer credit, consumer protection, theft, privacy,
collections, and other laws, and may be subject to awards of substantial damages.
We operate in an extremely litigious climate and currently are, and may in the future be, named as defendants in litigation, including individual and
class actions under consumer credit, consumer protection, theft, privacy, data security, automated dialing equipment, debt collections, and other
laws. Many of these cases present novel issues on which there is no clear legal precedent, which increases the difficulty in predicting both the
potential outcomes and costs of defending these cases. In addition, we may become subject to regulatory investigations, inquiries and other
actions relating to our activities. The litigation and regulatory inquiries in which we are currently engaged or which we may become subject to
involve potential compensatory, punitive damage claims, fines or sanctions that, if granted, could require us to pay damages or make other
expenditures in amounts that could have a material adverse effect on our financial position or results of operations. Defending lawsuits, regardless
of their merit, could be costly and
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divert management’s attention from the operation of our business. All of these factors could have a material adverse effect on our business and
financial condition.
We may make acquisitions that prove unsuccessful or strain or divert our resources.
From time to time, we consider acquisitions of other companies that could complement our business, including the acquisition of entities in diverse
geographic regions and entities offering greater access to businesses and markets that we do not currently serve. For instance, during 2005 we
acquired Ascension Capital Group and certain assets of Jefferson Capital. We may not be able to successfully acquire other businesses or, if we
do, the acquisition may be unprofitable. If we do acquire one or more businesses, we may not successfully operate the businesses acquired, or may
not successfully integrate such businesses with our own, which may result in our inability to maintain our goals, objectives, standards, controls,
policies, culture or profitability. In addition, through acquisitions, we may enter markets in which we have limited or no experience. The occurrence
of one or more of these events may place additional constraints on our resources such as diverting the attention of our management from other
business concerns, which may materially adversely affect our operations and financial condition. Moreover, any acquisition may result in a
potentially dilutive issuance of equity securities, incurrence of additional debt and amortization of identifiable intangible assets, all of which could
reduce our profitability.
We are dependent on our management team for the adoption and implementation of our strategies and the loss of their services could have a
material adverse effect on our business.
Our management team has considerable experience in finance, banking, consumer collections and other industries. We believe that the expertise of
our executives obtained by managing businesses across numerous other industries has been critical to the enhancement of our operations. Our
management team has created a culture of new ideas and progressive thinking, coupled with increased use of technology and statistical analysis.
The loss of the services of one or more of our key executive officers could disrupt our operations and seriously impair our ability to continue to
acquire or collect on portfolios of charged-off consumer receivables and to manage and expand our business. Our success depends on the
continued service and performance of our management team, and we cannot guarantee that we will be able to retain such individuals.
Further, we are developing a senior management succession plan in order to effectively prepare for changes in our executive officers over time, but
there can be no guarantee that the plan will be successful or that we will find appropriate candidates. If we are unable to hire and retain qualified
employees, our business and operating results could be adversely affected.
Regulatory, political and economic conditions in India expose us to risk, including loss of business.
A significant element of our business strategy is to continue to develop and expand offshore operations in India. While wage costs in India are
significantly lower than in the U.S. and other industrialized countries for comparably skilled workers, wages in India are increasing at a faster rate
than in the U.S., and we experience higher employee turnover in our operations in India than is typical in our U.S. locations. The continuation of
these trends could result in the loss of the cost savings we sought to achieve by establishing a portion of our collection operations to India. In the
past, India has experienced significant inflation and shortages of readily available foreign currency for exchange, and has been subject to civil
unrest. We may be adversely affected by changes in inflation, exchange rate fluctuations, interest rates, tax provisions, social stability or other
political, economic or diplomatic developments in or affecting India in the future. In addition, the infrastructure of the economy in India is relatively
poor. Further, the Indian government is significantly involved in and exerts considerable influence over its economy through its complicated tax
code and pervasive bureaucracy. In the recent past, the Indian government has provided significant tax incentives and relaxed certain regulatory
restrictions in order to encourage foreign investment in certain sectors of the economy, including the technology industry. Changes in the
business or regulatory climate of India could have a material and adverse effect on our business, results of operations and financial condition.
We may not be able to manage our growth effectively, including the expansion of our operations in India.
We have expanded significantly in recent years. However, future growth will place additional demands on our resources, and we cannot be sure
that we will be able to manage our growth effectively. Continued growth could place a strain on our management, operations and financial
resources. We cannot be certain that our infrastructure, facilities and personnel will be adequate to support our future operations or to effectively
adapt to future growth. To support our growth and improve our operations, we continue to make investments in infrastructure, facilities and
personnel in our operations in the U.S. and in India; however, we cannot be certain that these additional investments will be successful or that our
investments will produce profitable results. If we cannot manage our growth effectively, our results of operations may be materially and adversely
affected.
The failure of our technology and telecommunications systems could have an adverse effect on our operations.
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Our success depends in large part on sophisticated computer and telecommunications systems. The temporary or permanent loss of our computer
and telecommunications equipment and software systems, through casualty, operating malfunction, software virus, or service provider failure,
could disrupt our operations. In the normal course of our business, we must record and process significant amounts of data quickly and accurately
to properly bid on prospective acquisitions of receivable portfolios and to access, maintain and expand the databases we use for our collection
activities. Any simultaneous failure of our information systems and their backup systems would interrupt our business operations.
We may not be able to successfully anticipate, invest in or adopt technological advances within our industry.
Our business relies on computer and telecommunications technologies, and our ability to integrate new technologies into our business is essential
to our competitive position and our success. We may not be successful in anticipating, managing, or adopting technological changes in a timely
basis. Computer and telecommunications technologies are evolving rapidly and are characterized by short product life cycles.
We are making significant modifications to our information systems to ensure that they continue to meet our current and foreseeable demands and
continued expansion, and our future growth may require additional investment in these systems. These system modifications may exceed our cost
or time estimates for completion or may be unsuccessful. If we cannot update our information systems effectively, our results of operations may be
materially and adversely affected.
We depend on having the capital resources necessary to invest in new technologies to acquire and service receivables. We cannot be certain that
adequate capital resources will be available to us.
We may not be able adequately to protect the intellectual property rights upon which we rely.
We rely on proprietary software programs and valuation and collection processes and techniques, and we believe that these assets provide us with
a competitive advantage. We consider our proprietary software, processes and techniques to be trade secrets, but they are not protected by patent
or registered copyright. We may not be able to protect our technology and data resources adequately, which may materially diminish our
competitive advantage.
Our results of operations may be materially adversely affected if bankruptcy filings increase or if bankruptcy or other debt collection laws
change.
Our business model may be uniquely vulnerable to an economic recession, which typically results in an increase in the amount of defaulted
consumer receivables, thereby contributing to an increase in the amount of personal bankruptcy filings. Under certain bankruptcy filings, a
consumer’s assets are sold to repay credit originators, with priority given to holders of secured debt. Since the defaulted consumer receivables we
typically purchase are generally unsecured, we often would not be able to collect on those receivables. In addition, since we purchase receivables
that are seriously delinquent, this is often an indication that many of the consumers from whom we collect would be unable to service their debts
going forward and are more likely to file for bankruptcy in an economic recession. We cannot be certain that our collection experience would not
decline with an increase in bankruptcy filings. If our actual collection experience with respect to a defaulted consumer receivable portfolio is
significantly lower than we projected when we purchased the portfolio, our results of operations could be materially and adversely affected.
In 2005, the Bankruptcy Abuse Prevention and Consumer Protection Act, or the Protection Act, was enacted which made significant changes in the
treatment of consumer filers for bankruptcy protection. Since the Protection Act was enacted, the number of bankruptcy filings has decreased, and
the volume of business at Ascension has decreased as a result. We cannot determine the impact of the Protection Act on the number of
bankruptcy filings, on a prospective basis, and its impact on the collectability of consumer debt.
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Item 6.

Exhibits

4.1

Amended and Restated Senior Secured Note Purchase Agreement, dated February 10, 2011, by and among the Company, The Prudential
Insurance Company of America, Pruco Life Insurance Company, Prudential Retirement Insurance and Annuity Company and Prudential
Annuities Life Assurance Corporation.*

4.2

Form of 7.75% Senior Secured Note due 2017

4.3

Form of 7.375% Senior Secured Note due 2018

10.1

Amendment No. 3 to the Credit Agreement, dated as of March 25, 2011, by and among the Company, the financial institutions listed on the
signatures pages thereto and JPMorgan Chase Bank N.A. as collateral agent, lender and administrative agent.

31.1

Certification of the Principal Executive Officer pursuant to rule 13-14(a) under the Securities Exchange Act of 1934 (filed herewith).

31.2

Certification of the Principal Financial Officer pursuant to rule 13-14(a) under the Securities Exchange Act of 1934 (filed herewith).

32.1

Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley act of 2002 (filed herewith).

*

The asterisk denotes that confidential portions of this exhibit have been omitted in reliance on Rule 24b-2 of the Securities Exchange Act of
1934. The confidential portions have been submitted separately to the Securities and Exchange Commission.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
ENCORE CAPITAL GROUP, INC.
By:

Date: April 27, 2011
40

/s/ Paul Grinberg
Paul Grinberg
Executive Vice President,
Chief Financial Officer and Treasurer
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NOTE PURCHASE AGREEMENT)
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ENCORE CAPITAL GROUP, INC.
8875 Aero Drive, Suite 200
San Diego, CA 92123
February 10, 2011
The Prudential Insurance Company of America
Pruco Life Insurance Company
Prudential Retirement Insurance and Annuity Company
Prudential Annuities Life Assurance Corporation
c/o Prudential Capital Group
2029 Century Park East, Suite 710
Los Angeles, CA 90067
Ladies and Gentlemen:
Encore Capital Group, Inc., a corporation organized and existing under the laws of the State of Delaware (the “Company”), agrees with each of
the purchasers whose names appear at the end hereof (each, a “Purchaser” and, collectively, the “Purchasers”) as follows:
1

AMENDMENT AND RESTATEMENT; ISSUANCE OF 2010 NOTES; AUTHORIZATION OF 2011 NOTES
1A

AMENDMENT AND RESTATEMENT

This Agreement amends, restates and replaces in its entirety that certain Senior Secured Note Purchase Agreement, dated as of September 20,
2010 (the “Prior Agreement”), by and between the Company, on the one hand, and the Purchasers, on the other hand.
1B

ISSUANCE OF 2010 NOTES

Pursuant to the terms of the Prior Agreement, the Company has issued and sold to the 2010 Notes Purchasers $50,000,000 aggregate principal
amount of its 7.75% Senior Secured Notes due September 17, 2017 (as amended, restated, supplemented or otherwise modified from time to time, the
“2010 Notes”, such term to include any such notes issued in substitution therefor pursuant to Section 13). The 2010 Notes are substantially in the
form set out in Exhibit A-1.
1C

AUTHORIZATION OF 2011 NOTES

The Company will authorize the issue and sale of $25,000,000 aggregate principal amount of its 7.375% Senior Secured Notes due February 10,
2018 (as amended, restated, supplemented or otherwise modified from time to time, the “2011 Notes”, such term to include any such notes issued in
substitution therefor pursuant to Section 13). The 2011 Notes shall be substantially in the form set out in Exhibit A-2.
The 2010 Notes and the 2011 Notes are collectively referred to herein as the “Notes”. Notes that have (i) the same final maturity, (ii) the same
principal prepayment dates, (iii) the same principal
1

[*] The asterisk denotes that confidential portions of this exhibit have been omitted in reliance on Rule 24b-2 of the Securities Exchange Act of 1934. The confidential portions have been
submitted separately to the Securities and Exchange Commission.

prepayment amounts (as a percentage of the original principal amount of each Note), (iv) the same interest rate, (v) the same interest payment
periods, and (vi) the same date of issuance (which, in the case of a Note issued in exchange for another Note, shall be deemed for these purposes
the date on which such Note’s ultimate predecessor Note was issued), are herein called a “Series” of Notes. Certain capitalized and other terms
used in this Agreement are defined in Schedule B; and references to a “Section”, “Schedule” or an “Exhibit” are, unless otherwise specified, to a
Section, Schedule or an Exhibit attached to this Agreement.
2

S ALE AND PURCHASE OF 2011 NOTES

Subject to the terms and conditions of this Agreement, the Company will issue and sell to each 2011 Notes Purchaser and each 2011 Notes
Purchaser will purchase from the Company, at the Closing provided for in Section 3, 2011 Notes in the principal amount specified opposite such
Purchaser’s name in Schedule A at the purchase price of 100% of the principal amount thereof. The 2011 Notes Purchasers’ obligations hereunder
are several and not joint obligations and no 2011 Notes Purchaser shall have any liability to any Person for the performance or non-performance of
any obligation by any other 2011 Notes Purchaser hereunder.
3

CLOSING.

The sale and purchase of the 2011 Notes to be purchased by each 2011 Notes Purchaser shall occur at the offices of Bingham McCutchen
LLP, Three Embarcadero Center, San Francisco, CA 94111, at 9:00 a.m., Pacific time, at a closing (the “Closing”) on February 10, 2011. At the
Closing the Company will deliver to each 2011 Notes Purchaser the 2011 Notes to be purchased by such Purchaser in the form of a single 2011 Note
(or such greater number of such Notes in denominations of at least $1,000,000 as such Purchaser may request), dated the date of the Closing and
registered in such Purchaser’s name (or in the name of its nominee), against delivery by such Purchaser to the Company or its order of immediately
available funds in the amount of the purchase price therefor by wire transfer of immediately available funds for the account of the Company to
account number [*] at [*], ABA number [*]. If at the Closing the Company shall fail to tender such Notes to any 2011 Notes Purchaser as provided
above in this Section 3, or any of the conditions specified in Section 4 shall not have been fulfilled to such Purchaser’s satisfaction, such Purchaser
shall, at its election, be relieved of all further obligations under this Agreement, without thereby waiving any rights such Purchaser may have by
reason of such failure or such nonfulfillment.
4

CONDITIONS TO CLOSING.

Each 2011 Notes Purchaser’s obligation to purchase and pay for the 2011 Notes to be sold to such Purchaser at the Closing is subject to the
fulfillment to such Purchaser’s satisfaction, prior to or at the Closing, of the following conditions:
4A

OTHER DOCUMENTS.

Such Purchaser shall have received the following documents, each duly executed and delivered by the party or parties thereto and in form
and substance satisfactory to such Purchaser:
[*] The asterisk denotes that confidential portions of this exhibit have been omitted in reliance on Rule 24b-2 of the Securities Exchange Act of 1934. The confidential portions have been
submitted separately to the Securities and Exchange Commission.

2

(a) a favorable opinion of (i) Pillsbury Winthrop Shaw Pittman LLP, special counsel for the Credit Parties, satisfactory to such Purchaser
and substantially in the form of Exhibit D-1 and as to such other matters as such Purchaser may reasonably request, (ii) Polsinelli Shughart PC,
special Kansas counsel for Midland Credit Management, Inc., satisfactory to such Purchaser and substantially in the form of Exhibit D-2 and as to
such other matters as such Purchaser may reasonably request, and (iii) Lapp, Libra, Thomson, Stoebner & Pusch, Chartered, special Minnesota
counsel for Midland India LLC, satisfactory to such Purchaser and substantially in the form of Exhibit D-3 and as to such other matters as such
Purchaser may reasonably request. The Company hereby directs each such counsel to deliver such opinion, agrees that the issuance and sale of
any 2011 Notes will constitute a reconfirmation of such direction, and understands and agrees that each 2011 Notes Purchaser receiving such an
opinion will and is hereby authorized to rely on such opinion;
(b) a favorable opinion of Bingham McCutchen LLP, special counsel for the Purchasers satisfactory to such Purchaser as to such
matters incident to the matters herein contemplated related to the Notes as such Purchaser may reasonably request;
(c) an Officer’s Certificate from the Company, certifying that the conditions specified in Sections 4E, 4F and 4G have been fulfilled;
(d) a copy of the executed certificate, dated as of February 10, 2011, required to be delivered to the Administrative Agent under the
Credit Agreement pursuant to the requirements of the proviso of clause (ii) of the definition of the term “Prudential Financing” set forth in the
Credit Agreement, together with email or other written confirmation that such certificate has been delivered to such Administrative Agent;
(e) certified copies of the resolutions of each Credit Party, authorizing the execution and delivery of this Agreement and, in the case of
such resolutions of the Board of Directors of the Company, authorizing the issuance of the 2011 Notes, and of all documents evidencing other
necessary corporate or similar action and governmental approvals, if any, with respect to the Transaction Documents and the 2011 Notes;
(f) a certificate of the Secretary or an Assistant Secretary (or the equivalent thereof) and one other officer (or similar Person) of each of
the Credit Parties, certifying the names and true signatures of the officers (or similar Person) of such Credit Party authorized to execute and deliver
this Agreement and, in the case of the Company, the 2011 Notes;
(g) certified copies of the articles or certificate of incorporation (or similar charter document) and bylaws or operating agreement, as
applicable, of each Credit Party;
(h) a good standing certificate for each Credit Party from the appropriate Governmental Authority of its jurisdiction of organization,
dated as of a recent date, and such other evidence of the status of such Persons as such Purchaser may reasonably request; and
(i) additional documents or certificates with respect to legal matters or corporate or other proceedings related to the transactions
contemplated hereby as may be reasonably requested by such Purchaser.
3

4B

PAYMENT OF UPFRONT FEES.

The Company shall have paid to the 2011 Notes Purchasers their ratable share of a $250,000 non-refundable and fully earned structuring fee.
4C

PAYMENT OF S PECIAL COUNSEL FEES.

Without limiting the provisions of Section 15.1, the Company shall have paid on or before the Closing the reasonable fees, charges and
disbursements of Bingham McCutchen LLP, special counsel to the Purchasers to the extent reflected in a statement of such counsel rendered to the
Company at least two Business Days prior to the Closing.
4D

PRIVATE PLACEMENT NUMBER.

A Private Placement Number issued by Standard & Poor’s CUSIP Service Bureau (in cooperation with the Securities Valuation Office of the
National Association of Insurance Commissioners) shall have been obtained for the 2011 Notes.
4E

PERFORMANCE; NO DEFAULT.

After giving effect to the issue and sale of the 2011 Notes (and the application of the proceeds thereof pursuant to the requirements of
Section 9.1) no Default or Event of Default shall have occurred and be continuing, including on a pro-forma basis as of September 30, 2010 (i.e., as if
the issue and sale of the 2011 Notes and such application of proceeds had occurred on September 30, 2010).
4F

REPRESENTATIONS AND WARRANTIES.

The representations and warranties of the Credit Parties in the Transaction Documents to which they are a party shall be correct when made
and at the time of the Closing.
4G

CHANGES IN CORPORATE S TRUCTURE.

The Company shall not have changed its jurisdiction of incorporation or been a party to any merger or consolidation or succeeded to all or
any substantial part of the liabilities of any other entity, at any time following the date of the most recent financial statements referred to in
Section 5.4.
4H

PURCHASE PERMITTED BY APPLICABLE LAW, ETC.

Such Purchaser’s purchase of 2011 Notes shall (a) be permitted by the laws and regulations of each jurisdiction to which such Purchaser is
subject, without recourse to provisions (such as Section 1405(a)(8) of the New York Insurance Law) permitting limited investments by insurance
companies without restriction as to the character of the particular investment, (b) not violate any applicable law or regulation (including, without
limitation, Regulation T, U or X of the Board of Governors of the Federal Reserve System), and (c) not subject such Purchaser to any tax, penalty or
liability under or pursuant to any applicable law or regulation. If requested by such Purchaser, such Purchaser shall have received an Officer’s
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Certificate certifying as to such matters of fact as such Purchaser may reasonably specify to enable such Purchaser to determine whether such
purchase is so permitted.
4I

DUE DILIGENCE.

Such Purchaser shall have completed to its satisfaction all due diligence including, without limitation, legal, regulatory, financial, business
prospects, and any other matters such Purchaser determines relevant in its sole discretion.
4J

PROCEEDINGS AND DOCUMENTS.

All corporate, organizational and other proceedings in connection with the transactions contemplated by this Agreement and all documents
and instruments incident to such transactions shall be satisfactory to such Purchaser and its special counsel, and such Purchaser and its special
counsel shall have received all such counterpart originals or certified or other copies of such documents as such Purchaser or such counsel may
reasonably request.
5

REPRESENTATION AND WARRANTIES OF THE COMPANY.
The Company represents and warrants to each Purchaser that:
5.1

Existence and Standing.

Each of the Company and its Subsidiaries is a corporation, partnership (in the case of Subsidiaries only) or limited liability company duly and
properly incorporated or organized, as the case may be, validly existing and (to the extent such concept applies to such entity) in good standing
under the laws of its jurisdiction of incorporation or organization and has all requisite authority to conduct its business in each jurisdiction in which
its business is conducted.
5.2

Authorization and Validity.

The Company has the power and authority and legal right to execute and deliver the Transaction Documents to which it is a party and to
perform its obligations thereunder. The execution and delivery by the Company of the Transaction Documents to which it is a party and the
performance of its obligations thereunder have been duly authorized by proper proceedings, and the Transaction Documents to which the
Company is a party constitute legal, valid and binding obligations of the Company enforceable against the Company in accordance with their terms,
except as enforceability may be limited by (i) bankruptcy, insolvency, fraudulent conveyances, reorganization or similar laws relating to or affecting
the enforcement of creditors’ rights generally, (ii) general equitable principles (whether considered in a proceeding in equity or at law), and
(iii) requirements of reasonableness, good faith and fair dealing.
5.3

No Conflict; Government Consent.

Neither the execution and delivery by the Company or its Subsidiaries, as applicable, of the Transaction Documents to which such Person is a
party, nor the consummation of the transactions therein contemplated, nor compliance with the provisions thereof will violate (i) any law, rule,
regulation, order, writ, judgment, injunction, decree or award binding on the Company
5

or any of its Subsidiaries, or (ii) the Company’s or any Subsidiary’s articles or certificate of incorporation, partnership agreement, certificate of
partnership, articles or certificate of organization, bylaws, or operating agreement or other management agreement, as the case may be, or (iii) the
provisions of any indenture, instrument or agreement to which the Company or any of its Subsidiaries is a party or is subject, or by which it, or its
Property, is bound, or conflict with, or constitute a default thereunder, or result in, or require, the creation or imposition of any Lien in, of or on the
Property of the Company or a Subsidiary pursuant to the terms of, any such indenture, instrument or agreement. No order, consent, adjudication,
approval, license, authorization, or validation of, or filing, recording or registration with, or exemption by, or other action in respect of any
governmental or public body or authority, or any subdivision thereof, which has not been obtained by the Company or any of its Subsidiaries, is
required to be obtained by the Company or any of its Subsidiaries in connection with the execution and delivery of the Transaction Documents, the
borrowings under this Agreement, the payment and performance by the Company of the obligations evidenced by the Notes or under the other
Transaction Documents or the legality, validity, binding effect or enforceability of any of the Transaction Documents.
5.4

Financial Statements.

The December 31, 2009 and December 31, 2008 audited consolidated financial statements of the Company and its Subsidiaries and the
September 30, 2010 and September 30, 2009 unaudited consolidated financial statements of the Company and its Subsidiaries heretofore delivered
to the Purchasers were prepared in accordance with generally accepted accounting principles (subject, in the case of September 30, 2010 and
September 30, 2009 financial statements, to normal year-end adjustments) in effect on the date such statements were prepared and fairly present the
consolidated financial condition and operations of the Company and its Subsidiaries at such date and the consolidated results of their operations
for the period then ended. The final December 31, 2010 audited consolidated financial statements of the Company and its Subsidiaries will not be
adverse in any material respect to the draft of such financial statements which was delivered to the holders of the Notes and draft-dated February 7,
2011 under email cover dated February 7, 2011 from Ren Zamora, Director of Finance of the Company.
5.5

Material Adverse Change.

Since December 31, 2009, there has been no change in the business, Property, prospects, condition (financial or otherwise) or results of
operations of the Company, any Guarantor, or the Company and its Subsidiaries taken together, in each case which could reasonably be expected
to have a Material Adverse Effect.
5.6

Taxes.

Except as disclosed on Schedule 5.6, the Company and its Subsidiaries have filed all United States federal tax returns and all other tax returns
which are required to be filed and have paid all taxes due pursuant to said returns or pursuant to any assessment received by the Company or any
of its Subsidiaries, except in respect of such taxes, if any, as are being contested in good faith and as to which adequate reserves have been
provided in accordance with Agreement Accounting Principles and as to which no Lien exists (except as permitted by Section
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10.6.2). Except as disclosed on Schedule 5.6, the United States income tax returns of the Company and its Subsidiaries have not been audited by the
Internal Revenue Service. No Liens have been filed and no claims are being asserted with respect to such taxes. The charges, accruals and reserves
on the books of the Company and its Subsidiaries in respect of any taxes or other governmental charges are adequate.
5.7

Litigation and Contingent Obligations.

There is no litigation, arbitration, governmental investigation, proceeding or inquiry pending or, to the knowledge of any of their officers,
threatened against or affecting the Company or any of its Subsidiaries which could reasonably be expected to have a Material Adverse Effect or
which seeks to prevent, enjoin or delay the issue, sale or purchase of the Notes. Other than liabilities incident to any litigation, arbitration or
proceeding which could not reasonably be expected to be in an aggregate amount in excess of $3,000,000, none of the Company or its Subsidiaries
has any material contingent obligations not provided for or disclosed in the financial statements referred to in Section 5.4.
5.8

Subsidiaries.

Schedule 5.8 contains an accurate list of all Subsidiaries of the Company as of the date of this Agreement, setting forth their respective
jurisdictions of organization and the percentage of their respective capital stock or other ownership interests owned by the Company or other
Subsidiaries. As of the Closing Date, there are no Excluded Subsidiaries. All of the issued and outstanding shares of capital stock or other
ownership interests of such Subsidiaries have been (to the extent such concepts are relevant with respect to such ownership interests) duly
authorized and issued and are fully paid and non assessable.
5.9

Compliance with ERISA.

(a) The Company, each Subsidiary and each ERISA Affiliate have operated and administered each Plan in compliance with all applicable
laws except for such instances of noncompliance as have not resulted in and could not reasonably be expected to result in a Material Adverse
Effect. Neither the Company, any Subsidiary nor any ERISA Affiliate has incurred any liability pursuant to Title I or IV of ERISA or the penalty or
excise tax provisions of the Code relating to employee benefit plans (as defined in section 3 of ERISA), and no event, transaction or condition has
occurred or exists that could reasonably be expected to result in the incurrence of any such liability by the Company, any Subsidiary or any ERISA
Affiliate, or in the imposition of any Lien on any of the rights, properties or assets of the Company, any Subsidiary or any ERISA Affiliate, in either
case pursuant to Title I or IV of ERISA or to such penalty or excise tax provisions or pursuant to section 4068 of ERISA or the Pension Funding
Rules, other than such liabilities or Liens as would not be individually or in the aggregate Material.
(b) The present value of the aggregate benefit liabilities under each of the Plans (other than Multiemployer Plans), determined as of the
end of such Plan’s most recently ended plan year on the basis of the actuarial assumptions specified for funding purposes in such Plan’s most
recent actuarial valuation report, did not exceed the aggregate current value of the
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assets of such Plan allocable to such benefit liabilities. The term “benefit liabilities” has the meaning specified in section 4001 of ERISA and the
terms “current value” and “present value” have the meaning specified in section 3 of ERISA. Following the effective date of the Pension Act, for
any Plan which is subject to the Pension Funding Rules, the funding target attainment percentage, within the meaning of section 303 of ERISA or
section 430 of the Code, for such Plan is not less than 100%.
(c) The Company, its Subsidiaries and their respective ERISA Affiliates have not incurred withdrawal liabilities (and are not subject to
contingent withdrawal liabilities) under section 4201 or 4204 of ERISA in respect of Multiemployer Plans that individually or in the aggregate are
Material.
(d) The expected postretirement benefit obligation (determined as of the last day of the Company’s most recently ended fiscal year in
accordance with Financial Accounting Standards Board Accounting Standards Codification Section 715-60, without regard to liabilities attributable
to continuation coverage mandated by section 4980B of the Code) of the Company and its Subsidiaries is not Material.
(e) The execution and delivery of this Agreement and the issuance and sale of the Notes hereunder will not involve any transaction that
is subject to the prohibitions of section 406 of ERISA or in connection with which a tax could be imposed pursuant to section 4975(c)(1)(A)-(D) of
the Code. The representation by the Company to each Purchaser in the first sentence of this Section 5.12(e) is made in reliance upon and subject to
the accuracy of such Purchaser’s representation in Section 6.2 as to the sources of the funds used to pay the purchase price of the Notes to be
purchased by such Purchaser.
5.10 Accuracy of Information.
No Transaction Document or written statement furnished by the Company or any of its Subsidiaries to PIM or any Purchaser in connection
with the negotiation of, or compliance with, the Transaction Documents contained, on the date such Transaction Document was entered into or
such statements were made, any material misstatement of fact or omitted to state a material fact or any fact necessary to make the statements
contained therein, in light of the circumstances under which they were made, not misleading in their presentation of the Company, its Subsidiaries,
their businesses and their Property. The Company makes no representation or warranty concerning the forecasts, estimates, pro forma information,
projections and statements as to anticipated future performance or conditions, and the assumptions on which they were based, except that as of
the date made (i) such forecasts, estimates, pro forma information, projections and statements were based on good faith assumptions of the
management of the Company, and (ii) such assumptions were believed by such management to be reasonable; it being understood and agreed that
such forecasts, estimates, pro forma information, projections and statements, and the assumptions on which they are based, may or may not prove
to be correct. In addition, the information provided by or on behalf of the Credit Parties with respect to the Receivables owned or to be acquired by
the Credit Parties (or the related purchase agreements) is, to the Company’s knowledge and as of the date provided, true and correct in all material
respects and, to the Company’s knowledge, does not contain any material omissions which would cause such information to be materially
misleading with respect to such
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Receivables, taken as a whole.
5.11 Regulation U.
Neither the Company nor any of its Subsidiaries is engaged principally, or as one of its important activities, in the business of extending
credit for the purpose, whether immediate, incidental or ultimate of buying or carrying margin stock (as defined in Regulation U), and after applying
the proceeds of issue and sale of the Notes, margin stock (as defined in Regulation U) constitutes less than 25% of the value of the assets of the
Company and its Subsidiaries.
5.12 Material Agreements.
Except as described in Schedule 5.12, neither the Company nor any Subsidiary is a party to any agreement or instrument or subject to any
charter or other corporate or similar restriction which could reasonably be expected to have a Material Adverse Effect. Neither the Company nor
any Subsidiary is in default in any material respect in the performance, observance or fulfillment of any of the obligations, covenants or conditions
contained in any (i) agreement or instrument to which it is a party, which default could reasonably be expected to have a Material Adverse Effect, or
(ii) any agreement or instrument evidencing or governing Indebtedness for borrowed money.
5.13 Compliance with Laws.
The Company and its Subsidiaries have complied in all material respects with all applicable statutes, rules, regulations, orders and restrictions
of any domestic or foreign government or any instrumentality or agency thereof having jurisdiction over the conduct of their respective businesses
or the ownership of their respective Property.
5.14 Ownership of Properties.
The Company and its Subsidiaries have good title, free of all Liens other than those permitted by Section 10.6, to all of the Property and
assets reflected in the Company’s most recent consolidated financial statements provided to PIM or the Purchasers, as owned by the Company and
its Subsidiaries, except for minor irregularities in title with respect to Receivables that do not materially interfere with the business or operations of
the Company or its Subsidiaries as presently conducted.
5.15 Private Offering by the Company.
Neither the Company nor anyone acting on its behalf has offered the 2011 Notes or any similar securities for sale to, or solicited any offer to
buy any of the same from, or otherwise approached or negotiated in respect thereof with, any Person other than the Purchasers, each of which has
been offered the Notes in a private sale for investment. Neither the Company nor anyone acting on its behalf has taken, or will take, any action that
would subject the issuance or sale of the Notes to the registration requirements of Section 5 of the Securities Act or to the registration or
prospectus requirements of securities legislation of any applicable jurisdiction.
5.16 Environmental Matters.
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Given the nature of its business, the Company has concluded that Environmental Laws cannot reasonably be expected to have a Material
Adverse Effect. Neither the Company nor any Subsidiary has received any notice to the effect that its operations are not in material compliance
with any of the requirements of applicable Environmental Laws or are the subject of any federal or state investigation evaluating whether any
remedial action is needed to respond to a release of any toxic or hazardous waste or substance into the environment, which non-compliance or
remedial action could reasonably be expected to have a Material Adverse Effect.
5.17 Investment Company Act.
Neither the Company nor any Subsidiary is an “investment company” or a company “controlled” by an “investment company”, within the
meaning of the Investment Company Act of 1940, as amended.
5.18 Insurance.
The Company maintains, and has caused each Subsidiary to maintain, with financially sound and reputable insurance companies insurance
on their Property as necessary to conduct their business in such amounts, subject to such deductibles and self-insurance retentions and covering
such properties and risks as is consistent with sound business practice.
5.19 No Default or Event of Default.
No Default or Event of Default has occurred and is continuing.
5.20 Foreign Assets Control Regulations, etc.
(a) Neither the Company nor any Affiliated Entity (i) is a Person whose name appears on the list of Specially Designated Nationals and
Blocked Persons published by the Office of Foreign Assets Control of the U.S. Department of Treasury (“OFAC”) (an “OFAC Listed Person”),
(ii) knowingly engages in any dealings or transactions with any such OFAC Listed Person, or (iii) is a department, agency or instrumentality of, or
is otherwise controlled by or acting on behalf of, directly or indirectly, (A) any OFAC Listed Person or (B) the government of a country subject to
comprehensive U.S. economic sanctions administered by OFAC, currently Iran, Sudan, Cuba, Burma, Syria and North Korea (each OFAC Listed
Person and each other entity described in clause (iii), a “Blocked Person”).
(b) No part of the proceeds from the sale of the 2011 Notes hereunder constitutes or will constitute funds obtained on behalf of any Blocked
Person or will otherwise be used, directly by the Company or indirectly through any Affiliated Entity, in connection with any investment in, or any
transactions or dealings with, any Blocked Person.
(c) Neither the Company nor any Affiliated Entity (i) is under investigation by any governmental authority for, or has been charged with, or
convicted of, money laundering, drug trafficking, terrorist-related activities or other money laundering predicate crimes under any applicable law
(collectively, “Anti-Money Laundering Laws”), (ii) has been assessed civil penalties under any Anti-Money Laundering Laws, or (iii) has had any
of its funds seized or forfeited in an action under any Anti-Money Laundering Laws. The Company has taken
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reasonable measures appropriate to the circumstances (in any event as required by applicable law), to ensure that the Company and each Affiliated
Entity is and will continue to be in compliance with all applicable current and future Anti-Money Laundering Laws.
(d) No part of the proceeds from the sale of the 2011 Notes hereunder will be used, directly or indirectly, for any improper payments to any
governmental official or employee, political party, official of a political party, candidate for political office, official of any public international
organization or anyone else acting in an official capacity, in order to obtain, retain or direct business or obtain any improper advantage in violation
of the United States Foreign Corrupt Practices Act of 1977, as amended. The Company has taken reasonable measures appropriate to the
circumstances (in any event as required by applicable law), to ensure that the Company and each Affiliated Entity is and will continue to be in
compliance with all applicable current and future anti-corruption laws and regulations.
5.21 Hostile Tender Offers.
None of the proceeds of the sale of any 2011 Notes will be used to finance a Hostile Tender Offer.
5.22 Solvency.
(a) Assets Greater than Liabilities. The fair value of the business and assets of each of the Company and the Subsidiaries exceeds, as
of, and immediately after giving effect to the transactions consummated at the Closing, the liabilities of such Person, as of such time.
(b) Meeting Liabilities. Immediately after giving effect to the transactions consummated at the Closing, neither the Company nor any
Subsidiary:
(i) will be engaged in any business or transaction, or about to engage in any business or transaction, for which its assets would
constitute unreasonably small capital (within the meaning of the Uniform Fraudulent Transfer Act, the Uniform Fraudulent Conveyance Act
and section 548 of the Bankruptcy Code as enacted by the United States of America or any state thereof, as the case may be); or
(ii) will be unable to pay its debts as such debts mature in the ordinary course.
(c) Intent. Neither the Company nor any Subsidiary is entering into any Transaction Document with any intent to hinder, delay, or
defraud either current creditors or future creditors of the Company or any Subsidiary.
6

REPRESENTATIONS OF THE PURCHASERS.
6.1

Purchase for Investment.

Each 2011 Notes Purchaser represents for itself only that it is an “accredited investor” within the meaning of Rule 501(a)(1), (2), (3) or
(7) under the Securities Act (an “Institutional Accredited Investor”) purchasing the Notes as principal for its own account or for one or more
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separate accounts maintained by it or for the account of one or more pension or trust funds for investment purposes only which is, in each case, an
Institutional Accredited Investor and not with a view to the distribution thereof, provided that the disposition of its or their property shall at all
times be within its or their control. Each 2011 Notes Purchaser understands that the 2011 Notes have not been registered under the Securities Act
or applicable state securities laws by reason of an exemption from the requirements of such laws, that the Company has no present intention of
registering the 2011 Notes and no obligation to effect such registration, and that the 2011 Notes may not be transferred unless such transfer is
registered under the Securities Act or is exempt from registration.
6.2

Source of Funds.

Each 2011 Notes Purchaser severally represents that at least one of the following statements is an accurate representation as to each source
of funds (a “Source”) to be used by such Purchaser to pay the purchase price of the 2011 Notes to be purchased by such Purchaser hereunder:
(a) the Source is an “insurance company general account” (as the term is defined in the United States Department of Labor’s Prohibited
Transaction Exemption (“PTE”) 95-60) in respect of which the reserves and liabilities (as defined by the annual statement for life insurance
companies approved by the National Association of Insurance Commissioners (the “NAIC Annual Statement”)) for the general account contract(s)
held by or on behalf of any employee benefit plan together with the amount of the reserves and liabilities for the general account contract(s) held
by or on behalf of any other employee benefit plans maintained by the same employer (or affiliate thereof as defined in PTE 95-60) or by the same
employee organization in the general account do not exceed 10% of the total reserves and liabilities of the general account (exclusive of separate
account liabilities) plus surplus as set forth in the NAIC Annual Statement filed with such Purchaser’s state of domicile; or
(b) the Source is a separate account that is maintained solely in connection with such Purchaser’s fixed contractual obligations under
which the amounts payable, or credited, to any employee benefit plan (or its related trust) that has any interest in such separate account (or to any
participant or beneficiary of such plan (including any annuitant)) are not affected in any manner by the investment performance of the separate
account; or
(c) the Source is either (i) an insurance company pooled separate account, within the meaning of PTE 90-1 or (ii) a bank collective
investment fund, within the meaning of the PTE 91-38 and, except as disclosed by such Purchaser to the Company in writing pursuant to this clause
(c), no employee benefit plan or group of plans maintained by the same employer or employee organization beneficially owns more than 10% of all
assets allocated to such pooled separate account or collective investment fund; or
(d) the Source constitutes assets of an “investment fund” (within the meaning of Part V of PTE 84-14 (the “QPAM Exemption”))
managed by a “qualified professional asset manager” or “QPAM” (within the meaning of Part V of the QPAM Exemption), no employee benefit
plan’s assets that are included in such investment fund, when combined with the assets of all other employee benefit plans established or
maintained by the same employer or by an
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affiliate (within the meaning of Section V(c)(1) of the QPAM Exemption) of such employer or by the same employee organization and managed by
such QPAM, exceed 20% of the total client assets managed by such QPAM, the conditions of Part I(c) and (g) of the QPAM Exemption are
satisfied, as of the last day of its most recent calendar quarter, neither the QPAM nor a person controlling or controlled by the QPAM (applying the
definition of “control” in Section V(e) of the QPAM Exemption) owns a 10% or more interest in the Company and (i) the identity of such QPAM,
and (ii) the names of all employee benefit plans whose assets managed by the QPAM in the investment fund, when combined with the assets of
other plans established or maintained by the same employer (or affiliate thereof described in Section V(c)(1) of the QPAM Exemption) or by the
same employee organization, represent 10% or more of the assets of the investment fund have been disclosed to the Company in writing pursuant
to this clause (d); or
(e) the Source constitutes assets of a “plan(s)” (within the meaning of Section IV of PTE 96-23 (the “INHAM Exemption”)) managed by
an “in-house asset manager” or “INHAM” (within the meaning of Part IV of the INHAM exemption), the conditions of Part I(a), (g) and (h) of the
INHAM Exemption are satisfied, neither the INHAM nor a person controlling or controlled by the INHAM (applying the definition of “control” in
Section IV(h) of the INHAM Exemption) owns a 5% or more interest in the Company and (i) the identity of such INHAM, and (ii) the name(s) of the
employee benefit plan(s) whose assets constitute the Source have been disclosed to the Company in writing pursuant to this clause (e); or
(f) the Source is a governmental plan; or
(g) the Source is one or more employee benefit plans, or a separate account or trust fund comprised of one or more employee benefit
plans, or one or more plans, within the meaning of Section 4975 of the Code, each of which has been identified to the Company in writing pursuant
to this clause (g); or
(h) the Source does not include the “plan assets,” within the meaning of Department of Labor Regulations Section 2510.3-101, as
modified by Section 3(42) of ERISA, of any employee benefit plan subject to the fiduciary responsibility provisions of Title I of ERISA or of any
plan to which Section 4975 of the Code applies.
As used in this Section 6.2, the terms “employee benefit plan”, “governmental plan”, and “separate account” shall have the respective
meanings assigned to such terms in Section 3 of ERISA.
7

INFORMATION AS TO COMPANY.
The Company covenants that so long as any Notes remain outstanding:

7.1 Financial and Business Information. The Company will maintain, for itself and each Subsidiary, a system of accounting established and
administered in accordance with generally accepted accounting principles, and furnish to each holder of Notes that is an Institutional Investor:
7.1.1 Within 90 days after the close of each of its fiscal years, financial statements prepared in accordance with Agreement Accounting
Principles on a consolidated basis for itself
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and its Subsidiaries, including balance sheets as of the end of such period, statements of income and statements of cash flows, accompanied by
(a) an audit report, unqualified as to scope, of BDO Seidman or another nationally recognized firm of independent public accountants or other
independent public accountants reasonably acceptable to the Required Holders (provided that so long as the Company is a reporting company,
delivery of the Form 10-K filed by the Company with respect to a fiscal year as promptly as practicable but in no event later than 5 Business Days
after the filing thereof shall satisfy the requirement for the annual audit report and consolidated financial statements for such fiscal year under this
Section) and (b) any management letter prepared by said accountants.
7.1.2 Within 45 days after the close of the first three quarterly periods of each of its fiscal years, for itself and its Subsidiaries, consolidated
unaudited balance sheets as at the close of each such period and consolidated statements of income and a statement of cash flows for the period
from the beginning of such fiscal year to the end of such quarter, all certified as to fairness of presentation, compliance with Agreement
Accounting Principles and consistency by its chief financial officer or treasurer (provided that so long as the Company is a reporting company,
delivery of the Form 10-Q filed by the Company with respect to a fiscal quarter as promptly as practicable but in no event later than 5 Business
Days after the filing thereof shall satisfy the requirement for certified quarterly consolidated financial statements for such fiscal quarter under this
Section).
7.1.3 Together with the financial statements required under Sections 7.1.1 and 7.1.2, a compliance certificate signed by its chief financial
officer or treasurer showing the calculations necessary to determine compliance with Sections 10.1, 10.3, 10.4, 10.5, 10.12, 10.13, 10.14, 10.15, 10.17,
10.18 and 10.19, an Officer’s Certificate stating that no Default or Event of Default exists, or if any Default or Event of Default exists, stating the
nature and status thereof, and a certificate executed and delivered by the chief executive officer or chief financial officer stating that the Company
and each of its principal officers are in compliance with all requirements of Section 302 and Section 906 of the Sarbanes-Oxley Act of 2002 and all
rules and regulations related thereto (provided that so long as the Company is a reporting company, delivery of the certificates required pursuant to
Section 302 and 906 of the Sarbanes-Oxley Act of 2002 as contained in the Form 10-K or Form 10-Q filed by the Company and delivered pursuant to
Sections 7.1.1 or 7.1.2 shall satisfy the requirement for such certification of compliance with the Sarbanes-Oxley Act under this Section).
7.1.4 [Intentionally Omitted]
7.1.5 As soon as possible and in any event within 10 days after the Company knows that any Reportable Event has occurred with respect to
any Plan, a statement, signed by the chief financial officer or treasurer of the Company, describing said Reportable Event and the action which the
Company proposes to take with respect thereto.
7.1.6 As soon as possible and in any event within 10 days after receipt by the Company thereof, a copy of (a) any notice or claim to the effect
that the Company or any of its Subsidiaries is or may be liable to any Person as a result of the release by the Company, any of its Subsidiaries, or
any other Person of any toxic or hazardous waste or substance into the environment, and (b) any notice alleging any violation of any federal, state
or local
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environmental, health or safety law or regulation by the Company or any of its Subsidiaries, which, in either case, could reasonably be expected to
have a Material Adverse Effect.
7.1.7 Promptly upon the filing thereof, copies of all registration statements and annual, quarterly, monthly or other regular reports which the
Company or any of its Subsidiaries files with the SEC, including, without limitation, all certifications and other filings required by Section 302 and
Section 906 of the Sarbanes-Oxley Act of 2002 and all rules and regulations related thereto.
7.1.8 As soon as practicable, and in any event within 90 days after the beginning of each fiscal year of the Company, a copy of the plan and
forecast (including a projected consolidated balance sheet, income statement and funds flow statement) of the Company for such fiscal year.
7.1.9 As soon as possible, and in any event within 3 Business Days (in the case of the Company) and 15 days (in the case of any Guarantor)
after the occurrence thereof, a reasonably detailed notification to each holder of Notes and its counsel of any change in the jurisdiction of
organization of the Company or any Guarantor.
7.1.10 As soon as practicable, and in any event within thirty (30) days after the close of each calendar month, the Company shall provide the
holders of Notes with a Borrowing Base Certificate (containing a certification by an Authorized Officer that the Receivables Portfolios included in
the Borrowing Base referenced in such Borrowing Base Certificate are performing, in the aggregate, at a sufficient level to support the amount of
such Borrowing Base), together with such supporting documents (including without limitation (i) to the extent requested by the Required Holders,
copies of all bills of sale and purchase agreements evidencing the acquisition of Receivables Portfolios included in the Borrowing Base, and (ii) a
copy of the most recent static pool report with respect to such Receivables Portfolios as the Required Holders reasonably deem desirable, all
certified as being true and correct in all material respects by an Authorized Officer of the Company). The Company may update the Borrowing Base
Certificate more frequently than monthly and the most recently delivered Borrowing Base Certificate shall be the applicable Borrowing Base
Certificate for purposes of determining the Borrowing Base at any time.
7.1.11 Such other information (including non-financial information) as any holder of Notes may from time to time reasonably request.
If any information which is required to be furnished under this Section 7.1 is required by law or regulation to be filed by the Company with a
government body on an earlier date, then the information required hereunder shall be furnished by no later than 5 Business Days after such earlier
date.
7.2 Notices of Default, MAE Events. Within three (3) Business Days after an Authorized Officer becomes aware thereof, the Company will,
and will cause each Subsidiary to, give notice in writing to the holders of Notes of the occurrence of (i) any Default or Event of Default, and (ii) any
other development, financial or otherwise, which (solely with respect to this clause (ii)) could reasonably be expected to have a Material Adverse
Effect.
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7.3 Inspection; Keeping of Books and Records. The Company will, and will cause each Subsidiary to, permit the holders of Notes, by their
respective representatives and agents (at reasonable times and upon reasonable advance written notice, so long as no Default or Event of Default
has occurred and is continuing) to inspect (including without limitation to conduct an annual field examination of) any of its Property, including,
without limitation, the Collateral, books and financial records of the Company and each other Credit Party, to examine and make copies of the books
of accounts and other financial records of the Company and each other Credit Party, and to discuss the affairs, finances and accounts of the
Company and each other Credit Party with, and to be advised as to the same by, their respective officers and their independent public accountants.
The Company shall keep and maintain, and cause each of its Subsidiaries to keep and maintain, in all material respects, proper books of record and
account in which entries in conformity with Agreement Accounting Principles shall be made of all dealings and transactions in relation to their
respective businesses and activities. If an Event of Default has occurred and is continuing, the Company, upon the Required Holders’ request,
shall turn over copies of any such records to the Required Holders or their representatives.
8

PAYMENT AND PREPAYMENT OF THE NOTES.
8.1

Required Prepayments.
(a)

Scheduled Prepayments.

(i) 2010 Notes. On December 17, 2012 and on each March 17, June 17, September 17 and December 17 thereafter to and including
June 17, 2017 the Company will prepay $2,500,000 principal amount (or such lesser principal amount as shall then be outstanding) of the 2010
Notes at par and without payment of the Make-Whole Amount or any premium, provided that upon any partial prepayment of the 2010 Notes
pursuant to Section 8.1(b), (c) or (d), Section 8.2 or Section 8.6, the principal amount of each required prepayment of the 2010 Notes becoming
due under this Section 8.1(a)(i) on and after the date of such prepayment shall be reduced in the same proportion as the aggregate unpaid
principal amount of the 2010 Notes is reduced as a result of such prepayment.
(ii) 2011 Notes. On May 10, 2013 and on each August 10, November 10, February 10 and May 10 thereafter to and including
November 10, 2017 the Company will prepay $1,250,000 principal amount (or such lesser principal amount as shall then be outstanding) of the
2011 Notes at par and without payment of the Make-Whole Amount or any premium, provided that upon any partial prepayment of the 2011
Notes pursuant to Section 8.1(b), (c) or (d), Section 8.2 or Section 8.6, the principal amount of each required prepayment of the 2011 Notes
becoming due under this Section 8.1(a)(ii) on and after the date of such prepayment shall be reduced in the same proportion as the aggregate
unpaid principal amount of the 2011 Notes is reduced as a result of such prepayment.
(b) Mandatory Credit Agreement Prepayments in Excess of $10,000,000. If the principal amount of any Mandatory Credit Agreement
Prepayment, together with the principal amount of all other Mandatory Credit Agreement Prepayments made during the period
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of twelve consecutive months immediately preceding the required payment date for such Mandatory Credit Agreement Prepayment (but in each
case only to the extent the same permanently reduce the aggregate lending commitments under the Credit Agreement), would exceed $10,000,000 in
the aggregate, then the Company shall, concurrently with the making of such Mandatory Credit Agreement Prepayment, prepay the Notes in an
amount equal to the Ratable Share of the amount of such excess (or such lesser principal amount as shall then be outstanding), applied ratably
between the 2010 Notes and the 2011 Notes, at 100% of the principal amount so prepaid and the Make-Whole Amount determined for the
prepayment date with respect to such principal amount.
(c) Asset Dispositions Mandatory Prepayments. Within 2 Business Days after the consummation of any sale or other disposition of
Property (including the sale or other disposition of Receivables) by the Company or any Subsidiary if the aggregate fair market value of the
consideration received by the Company or its Subsidiaries for such sale or other disposition, together with the aggregate fair market value of the
consideration received by the Company or its Subsidiaries for all other such sales or other dispositions consummated during the period of twelve
consecutive months immediately preceding the consummation of such sale or other disposition, exceeds $25,000,000, the Company shall deliver an
Officer’s Certificate to the holders of Notes (notifying the holders of Notes thereof and certifying the amount of Net Cash Proceeds received from
such sales or other dispositions during such period). Unless within 5 Business Days after receipt of such Officer’s Certificate the Required Holders
shall have notified the Company of the Required Holders’ election to forego prepayment, then on the date that is 7 Business Days after the date on
which the Company shall have delivered such Officer’s Certificate to the holders of Notes the Company shall prepay the 2010 Notes and the 2011
Notes in an amount equal to the Ratable Share of the amount of Net Cash Proceeds certified in such Officer’s Certificate (or such lesser principal
amount as shall then be outstanding), applied ratably between the 2010 Notes and the 2011 Notes, at 100% of the principal amount so prepaid and
the Make-Whole Amount determined for the prepayment date with respect to such principal amount.
Notwithstanding the foregoing, (i) up to 100% of the Net Cash Proceeds of such sales or other dispositions with respect to which the
Company shall have given the holders of Notes written notice (set forth in the applicable Officer’s Certificate delivered pursuant to the first
sentence of this Section 8.1(c)) of its intention to repair or replace the Property subject to any such sale or other disposition or invest such Net
Cash Proceeds in the purchase of Property (other than securities, unless those securities represent equity interests in an entity that becomes a
Guarantor or a JV Entity permitted hereunder (and provided that if such Guarantor or JV Entity is a newly formed Person, such Person shall
promptly use the portion of the Net Cash Proceeds received by it for the sale of its equity interests in order to purchase Property to be used by it in
its business)) to be used by one or more of the Company or the Guarantors in their businesses (such repair, replacement or investment referred to
as a “Reinvestment”) within six months following such sale or other disposition, shall not be subject to the provisions of the first two sentences of
this Section 8.1(c) unless and to the extent that such applicable period shall have expired without such repair, replacement or investment having
been made, and (ii) only the Net Cash Proceeds from sales or other dispositions of Property (including the sale or other disposition of Receivables)
with a fair market value of the consideration received therefor in excess of $25,000,000 (above and beyond the fair market value of the consideration
of the
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dispositions of the Property with respect to which the Net Cash Proceeds shall have been subject to Reinvestment) shall be subject to the
provisions of the first two sentences of this Section 8.1(c).
(d) Borrowing Base Mandatory Prepayments. If the amount equal to the Aggregate Outstanding Revolving Credit Exposure plus the
aggregate principal amount outstanding in respect of the Notes exceeds the amount equal to the Borrowing Base plus the aggregate principal
amount outstanding in respect of the Notes by more than $10,000,000 at any time, then the Company shall, no later than 2 Business Days after
obtaining knowledge thereof, deliver an Officer’s Certificate to the holders of Notes (notifying the holders of Notes thereof and certifying the
amount of such excess, accompanied by a revised Borrowing Base Certificate). Unless within 5 Business Days after receipt of such Officer’s
Certificate the Required Holders shall have notified the Company of the Required Holders’ election to forego prepayment, then on the date that is 7
Business Days after the date on which the Company shall have delivered such Officer’s Certificate to the holders of Notes the Company shall
prepay the Notes in an amount equal to the Ratable Share of the amount of such excess (or such lesser principal amount as shall then be
outstanding), applied ratably between the 2010 Notes and the 2011 Notes, at 100% of the principal amount so prepaid and the Make-Whole
Amount determined for the prepayment date with respect to such principal amount.
(e) No Duplication of Mandatory Prepayments. If any set of facts or circumstances would trigger a mandatory prepayment under two or
more of Sections 8.1(b), (c) or (d), then no duplication of mandatory prepayments shall be required and instead only such provision as shall result
in the largest mandatory prepayment shall be operative for such set of facts or circumstances.
(f) Permitted Unsecured Indebtedness Repayment Events. Within 2 Business Days after the occurrence of any Permitted Unsecured
Indebtedness Repayment Event, the Company shall deliver an Officer’s Certificate to the holders of Notes (notifying the holders of Notes thereof
and identifying in reasonable detail the Indebtedness with respect to which such Permitted Unsecured Indebtedness Repayment Event has
occurred and the status of current efforts to refinance such Indebtedness). Unless within 5 Business Days after receipt of such Officer’s Certificate
the Required Holders shall have notified the Company of the Required Holders’ election to forego prepayment, then on the date that is 7 Business
Days after the date on which the Company shall have delivered such Officer’s Certificate to the holders of Notes the Company shall prepay the
Notes in their entirety, at 100% of the principal amount so prepaid and the Make-Whole Amount determined for the prepayment date with respect
to such principal amount.
8.2

Optional Prepayments with Make-Whole Amount.

The Company may, at its option, upon notice as provided below, prepay at any time all, or from time to time any part of, the Notes of either
Series (to the exclusion of the other Series), in an amount not less than $5,000,000 in the case of partial prepayment, at 100% of the principal amount
so prepaid and the Make-Whole Amount determined for the prepayment date with respect to such principal amount. The Company will give each
holder of Notes written notice of each optional prepayment under this Section 8.2 not less than 5 Business Days and not more than
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60 days prior to the date (which shall be a Business Day) fixed for such prepayment. Each such notice shall specify such date, the Series of Notes
to be prepaid, the aggregate principal amount of such Notes to be prepaid on such date, the principal amount of each Note of such Series held by
such holder to be prepaid (determined in accordance with Section 8.3), and the interest to be paid on the prepayment date with respect to such
principal amount being prepaid. Prepayment of the Notes with a distribution made pursuant to the Intercreditor Agreement shall be made at 100% of
the principal amount so prepaid and the Make-Whole Amount determined for the prepayment date with respect to such principal amount.
8.3

Allocation of Partial Prepayments.

In the case of each partial prepayment of the Notes of each Series, the principal amount of the Notes to be prepaid shall be allocated among
all of the Notes of such Series at the time outstanding in proportion, as nearly as practicable, to the respective unpaid principal amounts thereof not
theretofore called for prepayment.
8.4

Maturity; Surrender, etc.

In the case of each prepayment of Notes pursuant to this Section 8, the principal amount of each Note to be prepaid shall mature and become
due and payable on the date fixed for such prepayment (which shall be a Business Day), together with interest on such principal amount accrued to
such date and the applicable Make-Whole Amount, if any. From and after such date, unless the Company shall fail to pay such principal amount
when so due and payable, together with the interest and Make-Whole Amount, if any, as aforesaid, interest on such principal amount shall cease to
accrue. Any Note paid or prepaid in full shall be surrendered to the Company and cancelled and shall not be reissued, and no Note shall be issued
in lieu of any prepaid principal amount of any Note.
8.5

Purchase of Notes.

The Company will not and will not permit any Affiliate to purchase, redeem, prepay or otherwise acquire, directly or indirectly, any of the
outstanding Notes of any Series except (i) upon the payment or prepayment of the Notes of such Series in accordance with the terms of this
Section 8 or Section 12.1, or (ii) pursuant to a written offer to purchase Notes of such Series made by the Company or an Affiliate pro rata to the
holders of all Notes of such Series at the time outstanding upon the same terms and conditions. The Company will promptly cancel all Notes
acquired by it or any Affiliate pursuant to any payment, prepayment or purchase of Notes pursuant to any provision of this Agreement, and no
Notes may be issued in substitution or exchange for any such Notes.
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8.6

Change of Control.

(a) Notice of Change of Control or Notice Event. The Company will, within 5 Business Days after any Authorized Officer has knowledge
of the occurrence of any Change of Control or Notice Event, give written notice of such Change of Control or Notice Event to each holder of Notes
unless notice in respect of such Change of Control (or the Change of Control contemplated by such Notice Event) shall have been given pursuant
to Section 8.6(b). If a Change of Control has occurred, such notice shall contain and constitute an offer to prepay Notes as described in Section 8.6
(c) and shall be accompanied by the certificate described in Section 8.6(g).
(b) Condition to Obligor Action. The Company will not take any action that consummates or finalizes a Change of Control unless (i) at
least 30 days prior to such action it shall have given to each holder of Notes written notice containing and constituting an offer to prepay Notes as
described in Section 8.6(c), accompanied by the certificate described in Section 8.6(g), and (ii) contemporaneously with such action, the Company
prepays all Notes required to be prepaid in accordance with this Section 8.6.
(c) Offer to Prepay Notes. The offer to prepay Notes contemplated by Section 8.6(a) and Section 8.6(b) shall be an offer to prepay, in
accordance with and subject to this Section 8.6, all, but not less than all, the Notes held by each holder (in this case only, “holder” in respect of any
Note registered in the name of a nominee for a disclosed beneficial owner shall mean such beneficial owner) on a date specified in such offer (the
“Proposed Prepayment Date”). If such Proposed Prepayment Date is in connection with an offer contemplated by Section 8.6(a), such date shall be
not less than 10 days and not more than 60 days after the date of such offer (if the Proposed Prepayment Date shall not be specified in such offer,
the Proposed Prepayment Date shall be the 30th day after the date of such offer).
(d) Acceptance. A holder of Notes may accept the offer to prepay made pursuant to this Section 8.6 by causing a notice of such
acceptance to be delivered to the Company at least 5 days prior to the Proposed Prepayment Date. A failure by a holder of Notes to respond to an
offer to prepay made pursuant to this Section 8.6 shall be deemed to constitute an acceptance of such offer by such holder.
(e) Prepayment. Prepayment of the Notes to be prepaid pursuant to this Section 8.6 shall be at 100% of the principal amount of the
Notes, plus the Make-Whole Amount determined for the date of prepayment with respect to the principal amount, together with interest on such
Notes accrued to the date of prepayment. The prepayment shall be made on the Proposed Prepayment Date except as provided in Section 8.6(f).
(f) Deferral Pending Change of Control. The obligation of the Company to prepay the Notes pursuant to the offers required by
Section 8.6(c) and accepted in accordance with Section 8.6(d) is subject to the occurrence of the Change of Control in respect of which such offers
and acceptances shall have been made. In the event that such Change of Control does not occur on the Proposed Prepayment Date in respect
thereof, the prepayment shall be deferred until and shall be made on the date on which such Change of Control occurs. The Company shall keep
each holder of Notes reasonably and timely informed of (i) any such
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deferral of the date of prepayment, (ii) the date on which such Change of Control and the prepayment are expected to occur, and (iii) any
determination by the Company that efforts to effect such Change of Control have ceased or been abandoned (in which case the offers and
acceptances made pursuant to this Section 8.6 in respect of such Change of Control shall be deemed rescinded).
(g) Officer’s Certificate. Each offer to prepay the Notes pursuant to this Section 8.6 shall be accompanied by a certificate, executed by
an Authorized Officer of the Company and dated the date of such offer, specifying: (i) the Proposed Prepayment Date; (ii) that such offer is made
pursuant to this Section 8.6; (iii) the principal amount of each Note offered to be prepaid; (iv) the interest that would be due on each Note offered to
be prepaid, accrued to the Proposed Prepayment Date; (v) that the conditions of this Section 8.6 have been fulfilled; and (vi) in reasonable detail,
the nature and date or proposed date of the Change of Control.
8.7

Make-Whole Amount.

“Make-Whole Amount” means, with respect to any Note, an amount equal to the excess, if any, of the Discounted Value of the Remaining
Scheduled Payments with respect to the Called Principal of such Note over the amount of such Called Principal; provided that the Make-Whole
Amount may in no event be less than zero. For the purposes of determining the Make-Whole Amount, the following terms have the following
meanings:
“Called Principal” means, with respect to any Note, the principal of such Note that is to be prepaid pursuant to Section 8.1(b), (c), (d) or (f),
Section 8.2, or Section 8.6 or has become or is declared to be immediately due and payable pursuant to Section 12.1, as the context requires.
“Discounted Value” means, with respect to the Called Principal of any Note, the amount obtained by discounting all Remaining Scheduled
Payments with respect to such Called Principal from their respective scheduled due dates to the Settlement Date with respect to such Called
Principal, in accordance with accepted financial practice and at a discount factor (applied on the same periodic basis as that on which interest on
the Notes is payable) equal to the Reinvestment Yield with respect to such Called Principal.
“Reinvestment Yield” means, with respect to the Called Principal of any Note, 0.50% over the yield to maturity implied by (i) the yields
reported as of 10:00 a.m. (New York City time) on the second Business Day preceding the Settlement Date with respect to such Called Principal, on
the display designated as “Page PX1” (or such other display as may replace Page PX1 on Bloomberg Financial Markets (“Bloomberg”) or, if Page
PX1 (or its successor screen on Bloomberg) is unavailable, the Telerate Access Service screen which corresponds most closely to Page PX1 for the
most recently issued actively traded U.S. Treasury securities having a maturity equal to the Remaining Average Life of such Called Principal as of
such Settlement Date, or (ii) if such yields are not reported as of such time or the yields reported as of such time are not ascertainable (including by
way of interpolation), the Treasury Constant Maturity Series Yields reported, for the latest day for which such yields have been so reported as of
the second Business Day preceding the Settlement Date with respect to such Called Principal, in Federal Reserve Statistical Release H.15 (519) (or
any comparable successor publication) for actively
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traded U.S. Treasury securities having a constant maturity equal to the Remaining Average Life of such Called Principal as of such Settlement Date.
Such implied yield will be determined, if necessary, by (a) converting U.S. Treasury bill quotations to bond equivalent yields in accordance with
accepted financial practice and (b) interpolating linearly between (1) the actively traded U.S. Treasury security with the maturity closest to and
greater than such Remaining Average Life and (2) the actively traded U.S. Treasury security with the maturity closest to and less than such
Remaining Average Life. The Reinvestment Yield shall be rounded to the number of decimal places as appears in the interest rate of the applicable
Note.
“Remaining Average Life” means, with respect to any Called Principal, the number of years (calculated to the nearest one-twelfth year)
obtained by dividing (i) such Called Principal into (ii) the sum of the products obtained by multiplying (a) the principal component of each
Remaining Scheduled Payment with respect to such Called Principal by (b) the number of years (calculated to the nearest one-twelfth year) that will
elapse between the Settlement Date with respect to such Called Principal and the scheduled due date of such Remaining Scheduled Payment.
“Remaining Scheduled Payments” means, with respect to the Called Principal of any Note, all payments of such Called Principal and interest
thereon that would be due after the Settlement Date with respect to such Called Principal if no payment of such Called Principal were made prior to
its scheduled due date; provided that if such Settlement Date is not a date on which interest payments are due to be made under the terms of the
Notes, then the amount of the next succeeding scheduled interest payment will be reduced by the amount of interest accrued to such Settlement
Date and required to be paid on such Settlement Date pursuant to Section 8.1(b), (c), (d) or (f), Section 8.2, Section 8.6 or Section 12.1.
“Settlement Date” means, with respect to the Called Principal of any Note, the date on which such Called Principal is to be prepaid pursuant
to Section 8.1(b), (c), (d) or (f), Section 8.2 or Section 8.6, or has become or is declared to be immediately due and payable pursuant to Section 12.1,
as the context requires.
9

AFFIRMATIVE COVENANTS
The Company covenants that for so long as any of the Notes are outstanding:
9.1

Use of Proceeds.

The Company will, and will cause each Subsidiary to, use the proceeds of the Notes for working capital and general corporate purposes,
which may include, without limitation, purchases of Receivables Portfolios, Permitted Acquisitions and repayment of Indebtedness. The Company
shall use the proceeds of the Notes in compliance with all applicable legal and regulatory requirements and any such use shall not result in a
violation of any such requirements, including, without limitation, Regulation U or X, the Securities Act and the Securities Exchange Act of 1934, as
amended, and the regulations promulgated thereunder.
9.2

Conduct of Business.

The Company will, and will cause each Subsidiary to, carry on and conduct its business
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in substantially the same manner and in substantially the same fields of enterprise as it is presently conducted and do all things necessary to
remain duly incorporated or organized, validly existing and (to the extent such concept applies to such entity) in good standing as a domestic
corporation, partnership or limited liability company in its jurisdiction of incorporation or organization, as the case may be, as in effect on the
Closing Date, and maintain all requisite authority to conduct its business in each jurisdiction in which its business is conducted, except (i) as
permitted by Section 10.2, and (ii) except to the extent that the failure to maintain any of the foregoing could not reasonably be expected to have a
Material Adverse Effect.
9.3

Taxes.

The Company will, and will cause each Subsidiary to, timely file complete and correct United States federal and applicable foreign, state and
local tax returns required by law and pay when due all taxes, assessments and governmental charges and levies upon it or its income, profits or
Property, except those which are being contested in good faith by appropriate proceedings and with respect to which adequate reserves have been
set aside in accordance with Agreement Accounting Principles.
9.4

Insurance.

The Company will, and will cause each Subsidiary to, maintain with financially sound and reputable insurance companies insurance on their
Property in such amounts, subject to such deductibles and self-insurance retentions, and covering such risks as is consistent with sound business
practice. The Company shall deliver to the Collateral Agent endorsements in form and substance acceptable to the Collateral Agent to all general
liability and other liability policies naming the Collateral Agent as an additional insured. The Company shall furnish to any holder of Notes such
additional information as such holder may reasonably request regarding the insurance carried by the Company and its Subsidiaries. In the event the
Company or any of its Subsidiaries at any time or times hereafter shall fail to obtain or maintain any of the policies or insurance required herein or to
pay any premium in whole or in part relating thereto, then the Collateral Agent, without waiving or releasing any obligations or resulting Event of
Default hereunder, may at any time or times thereafter (but shall be under no obligation to do so) obtain and maintain such policies of insurance
and pay such premiums and take any other action with respect thereto which the Collateral Agent deems advisable. All sums so disbursed by the
Collateral Agent shall constitute part of the Secured Obligations, payable as provided in this Agreement.
9.5

Compliance with Laws.

The Company will, and will cause each Subsidiary to, comply with all laws, rules, regulations, orders, writs, judgments, injunctions, decrees or
awards to which it may be subject including, without limitation, the USA Patriot Act, the Fair Debt Collection Practices Act (or any similar federal,
state or local laws or regulations relating to consumer debt or the collection thereof), all Environmental Laws, ERISA and Section 302 and
Section 906 of the Sarbanes-Oxley Act of 2002 to which it may be subject where non-compliance with such laws, rules, regulations, orders, writs,
judgments, injunctions, decrees or awards could reasonably be expected to cause a Material Adverse Effect.
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9.6

Maintenance of Properties.

Subject to Section 10.3, the Company will, and will cause each Subsidiary to, do all things necessary to maintain, preserve, protect and keep
the tangible Property material to the operation of its business in good repair, working order and condition, (ordinary wear and tear excepted), and
make all necessary and proper repairs, renewals and replacements so that its business carried on in connection therewith may be properly
conducted at all times.
9.7

Guarantors.

The Company shall cause each of its Subsidiaries (other than the Excluded Subsidiaries) to guarantee pursuant to the Multiparty Guaranty or
supplement or counterpart thereto (or, in the case of a Foreign Subsidiary, any other guarantee agreement requested by the Required Holders) the
obligations of the Company evidenced by the Notes and under the other Transaction Documents. In furtherance of the above, after the formation
or acquisition of any Subsidiary the Company shall promptly (and in any event upon the earlier of (x) such time as such Subsidiary becomes a
guarantor, co-borrower or other obligor under the Credit Agreement and (y) within 45 days after such formation or acquisition): (i) provide written
notice to the holders of Notes upon any Person becoming a Subsidiary, setting forth information in reasonable detail describing all of the assets of
such Person; (ii) cause such Person to execute a supplement or counterpart to the Multiparty Guaranty and such other Collateral Documents as are
necessary for the Company and its Subsidiaries to comply with Section 9.8; (iii) cause the Applicable Pledge Percentage of the issued and
outstanding equity interests of such Person and each other Pledge Subsidiary to be delivered to the Collateral Agent (together with undated stock
powers signed in blank, if applicable) and pledged to the Collateral Agent pursuant to an appropriate pledge agreement(s) in substantially the form
of the Pledge and Security Agreement (or joinder or other supplement thereto) and otherwise in form reasonably acceptable to the Required
Holders; and (iv) deliver such other documentation as the Required Holders may reasonably request in connection with the foregoing, including,
without limitation, certified resolutions and other authority documents of such Person and, to the extent requested by the Required Holders,
favorable opinions of counsel to such Person (which shall cover, among other things, the legality, validity, binding effect and enforceability of the
documentation referred to above), all in form, content and scope reasonably satisfactory to the Required Holders. Notwithstanding the foregoing,
no Foreign Subsidiary shall be required to execute and deliver the Multiparty Guaranty (or supplement thereto) or such other guarantee agreement
if such execution and delivery would cause a Deemed Dividend Problem or a Financial Assistance Problem with respect to such Foreign Subsidiary
and, in lieu thereof, the Company and the relevant Subsidiaries shall provide the pledge agreements required under this Section 9.7 or Section 9.8.
9.8

Collateral.

The Company will cause, and will cause each other Credit Party to cause, all of its owned Property to be subject at all times to first priority,
perfected Liens in favor of the Collateral Agent for the benefit of the Secured Parties to secure the Secured Obligations in accordance with the
terms and conditions of the Intercreditor Agreement and the Collateral Documents, subject in any case to Liens permitted by Section 10.6 hereof (it
being understood and agreed that (a) no control agreements will be required hereunder in respect of bank accounts, and (b) Mortgages
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and Mortgage Instruments will only be required hereunder in respect of Mortgaged Properties). Without limiting the generality of the foregoing,
the Company: (i) will cause the Applicable Pledge Percentage of the issued and outstanding equity interests of each Pledge Subsidiary directly
owned by the Company or any other Credit Party to be subject at all times to a first priority, perfected Lien in favor of the Collateral Agent to secure
the Secured Obligations in accordance with the terms and conditions of the Collateral Documents or such other security documents as the
Collateral Agent shall reasonably request; and (ii) will, and will cause each Guarantor to, deliver Mortgages and Mortgage Instruments with respect
to real property owned by the Company or such Guarantor to the extent, and within such time period as is, reasonably required by the Collateral
Agent. Notwithstanding the foregoing, no pledge agreement in respect of the equity interests of a Foreign Subsidiary shall be required hereunder
to the extent such pledge thereunder is prohibited by applicable law or its counsel reasonably determines that such pledge would not provide
material credit support for the benefit of the Secured Parties pursuant to legally valid, binding and enforceable pledge agreements.
9.9

Most Favored Lender.

If at any time any of the Credit Agreement, or any agreement or document related to the Credit Agreement or any Principal Credit Facility of
the Company, includes (a) any covenant, event of default or similar provision that is not provided for in this Agreement, or (b) any covenant, event
of default or similar provision that is more restrictive than the same or similar covenant, event of default or similar provision provided in this
Agreement (all such provisions described in clauses (a) or (b) of this Section 9.9 being referred to as the “Most Favored Covenants”), then (a) such
Most Favored Covenant shall immediately and automatically be incorporated by reference in this Agreement as if set forth fully herein, mutatis
mutandis, and no such provision may thereafter be waived, amended or modified under this Agreement except pursuant to the provisions of
Section 17, and (b) the Company shall promptly, and in any event within five (5) days after entering into any such Most Favored Covenant, so
advise the holders of Notes in writing. Thereafter, upon the request of the Required Holders, the Company shall enter into an amendment to this
Agreement with the Required Holders evidencing the incorporation of such Most Favored Covenant, it being agreed that any failure to make such
request or to enter into any such amendment shall in no way qualify or limit the incorporation by reference described in clause (a) of the
immediately preceding sentence.
9.10 Minimum Committed Revolving Credit Facility.
The Company covenants that it will maintain at all times a revolving credit facility with minimum aggregate commitments of $300,000,000 and
with a remaining period until final maturity of not less than three months.
9.11 Information Required by Rule 144A.
The Company covenants that it will, upon the request of the holder of any Note, provide such holder, and any Qualified Institutional Buyer
designated by such holder, such financial and other information as such holder may reasonably determine to be necessary in order to permit
compliance with the information requirements of Rule 144A under the Securities Act in connection with the resale of Notes, except at such times as
the Company is subject to and in
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compliance with the reporting requirements of section 13 or 15(d) of the Exchange Act.
10

NEGATIVE COVENANTS.
The Company covenants that for so long as any of the Notes are outstanding:
10.1 Restricted Payments.

The Company will not, nor will it permit any Subsidiary to, make any Restricted Payment (other than dividends payable in its own capital
stock) except that (i) any Subsidiary may declare and pay dividends or make distributions to the Company or a Guarantor, (ii) the Company may, so
long as no Default or Event of Default has occurred and is continuing or would arise after giving effect thereto, make Restricted Payments in an
aggregate amount not to exceed, during any fiscal year of the Company, 20% of the audited Consolidated Net Income for the then most recently
completed fiscal year of the Company, (iii) the Company or any Subsidiary may acquire all or any portion of the minority interest in a JV Entity, so
long as such acquisition constitutes a Permitted Acquisition, (iv) [Intentionally Omitted], (v) the Company may (A) effect a conversion of Permitted
Indebtedness pursuant to its terms by making any required payments of cash and/or the Company’s capital stock and (B) make a payment of cash
to enter into a Permitted Indebtedness Hedge in connection with Permitted Indebtedness, and any payments made in settlement or in performance
thereof, and (vi) the Company may, so long as the Payment Conditions are satisfied, make repurchases of its capital stock so long as the aggregate
cumulative amount expended on and after February 8, 2010 for all such repurchases of capital stock does not exceed $50,000,000. As used herein,
“Payment Conditions” means (i) no Default or Event of Default has then occurred and is continuing or would arise after giving effect thereto, and
(ii) before and after giving effect (including pro forma effect) thereto, (A) the Company is in compliance with the covenants set forth in Sections
10.12 and 10.13, and (B) the Aggregate Outstanding Revolving Credit Exposure shall not exceed the Borrowing Base.
10.2 Merger or Dissolution.
The Company will not, nor will it permit any Subsidiary to, merge or consolidate with or into any other Person or dissolve, except that:
10.2.1 a Guarantor may merge into (x) the Company or (y) a Wholly-Owned Subsidiary that is a Guarantor or becomes a Guarantor promptly
upon the completion of the applicable merger or consolidation;
10.2.2 the Company or any Subsidiary may consummate any merger or consolidation in connection with any Permitted Acquisition so long as
(i) in the case of the Company, the Company is the surviving entity and (ii) in the case of any Subsidiary, the Company has otherwise complied with
Sections 9.7 and 9.8 in respect of the surviving entity; and
10.2.3 the Company and the Subsidiaries may enter into Permitted Restructurings.
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10.3 Sale of Assets.
The Company will not, nor will it permit any other Credit Party to, lease, sell or otherwise dispose of its Property to any other Person, except:
10.3.1 sales of Receivables in the ordinary course of business;
10.3.2 a disposition or transfer of assets by a Credit Party to another Credit Party or a Person that becomes a Credit Party prior to such
disposition or transfer;
10.3.3 a disposition of obsolete Property, Property no longer used in the business of the Company or the other Credit Parties or other assets
in the ordinary course of business of the Company or any other Credit Party, but excluding in each case Property (other than fixtures and personal
Property) subject to a Lien under a Mortgage;
10.3.4 leases, sales or other dispositions of its Property that, together with all other Property of the Company and the Credit Parties previously
leased, sold or disposed of (other than dispositions otherwise permitted by this Section 10.3) as permitted by this Section during any fiscal year of
the Company do not exceed one percent (1%) of Consolidated Tangible Assets in the aggregate;
10.3.5 sales or dispositions of assets outside the ordinary course of business with an aggregate fair market value not to exceed, during the
term of this Agreement, $10,000,000; and
10.3.6 any lease, transfer or other disposition of its Property that constitutes a permitted Investment under Section 10.4.8.
10.4 Investments and Acquisitions.
The Company will not, nor will it permit any Subsidiary to, make or suffer to exist any Investments (including without limitation, loans and
advances to, or other Investments in, Subsidiaries), or commitments therefor, or create any Subsidiary or become or remain a partner in any
partnership or joint venture, or make any Acquisition of any Person, except:
10.4.1 (i) Cash Equivalent Investments, (ii) any Permitted Indebtedness Hedge, and (iii) other Investments described in Schedule 10.4.1;
10.4.2 existing Investments in Subsidiaries and other Investments in existence on the date hereof and described in Schedule 10.4.2;
10.4.3 Acquisitions meeting the following requirements or otherwise approved by the Required Holders (each such Acquisition constituting a
“Permitted Acquisition”):
(i) as of the date of the consummation of such Permitted Acquisition, no Default or Event of Default shall have occurred and be continuing or
would result from such Permitted Acquisition, and the representation and warranty contained in Section 5.11 shall be true both before and after
giving effect to such Permitted Acquisition;
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(ii) such Permitted Acquisition is consummated pursuant to a negotiated acquisition agreement approved by the board of directors or other
applicable governing body of the seller or entity to be acquired, and no material challenge to such Permitted Acquisition (excluding the exercise of
appraisal rights) shall be pending or threatened by any shareholder or director of the seller or entity to be acquired;
(iii) the business to be acquired in such Permitted Acquisition is similar or related to one or more of the lines of business in which the
Company and its Subsidiaries are engaged on the Closing Date;
(iv) as of the date of the consummation of such Permitted Acquisition, all material governmental and corporate approvals required in
connection therewith shall have been obtained;
(v) the aggregate Purchase Price for all such Permitted Acquisitions during the term of this Agreement shall not exceed $100,000,000, provided
that the Purchase Price for any single Permitted Acquisition during the term of this Agreement shall not exceed $50,000,000;
(vi) prior to the consummation of such Permitted Acquisition, the Company shall have delivered to the holders of Notes a pro forma
consolidated balance sheet, income statement and cash flow statement of the Company and its Subsidiaries (the “Acquisition Pro Forma”), based
on the Company’s most recent financial statements delivered pursuant to Section 7.1.1 (using, to the extent available, historical financial statements
for such entity provided by the seller(s)) which shall be complete and shall fairly present, in all material respects, the financial condition and results
of operations and cash flows of the Company and its Subsidiaries in accordance with Agreement Accounting Principles, but taking into account
such Permitted Acquisition and the funding of all extensions of credit in connection therewith, and such Acquisition Pro Forma shall reflect that, on
a pro forma basis, the Company would have been in compliance with the financial covenants set forth in Sections 10.12 and 10.13 for the period of
four fiscal quarters reflected in the compliance certificate most recently delivered to the holders of Notes pursuant to Section 7.1.3 prior to the
consummation of such Permitted Acquisition (giving effect to such Permitted Acquisition and all extensions of credit funded in connection
therewith as if made on the first day of such period); provided, however, that no such compliance with Section 10.12 is required to be demonstrated
in such Acquisition Pro Forma for an Acquisition which is either (x) solely a purchase of assets or (y) an acquisition of an entity or a going
business for which no financial statements are available; and
(vii) prior to each such Permitted Acquisition, the Company shall deliver to the holders of Notes a documentation, information and
certification package in form reasonably acceptable to the Required Holders and demonstrating conformity with the applicable Acquisition Pro
Forma and sufficient to describe the assets and Persons being acquired, including, without limitation:
(A) a near-final version (with no further material amendments to be made thereto) of the acquisition agreement for such Permitted Acquisition
together with drafts of the material schedules thereto;
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(B) a near-final version (with no further material amendments to be made thereto) of all documents, instruments and agreements with respect
to any Indebtedness to be incurred or assumed in connection with such Permitted Acquisition; and
(C) such other documents or information as shall be reasonably requested by the Required Holders in connection with such Permitted
Acquisition;
10.4.4 a Permitted Restructuring;
10.4.5 creation of, or investment in, a Subsidiary and in respect of which the Company has otherwise complied with Sections 9.7 and 9.8,
provided that the foregoing shall not permit investments the purpose of which is the acquisition of receivables owed by a Person subject to
bankruptcy or similar proceedings;
10.4.6 Investments constituting Indebtedness permitted by Section 10.5.5;
10.4.7 Investments by a Credit Party in another Credit Party;
10.4.8 creation of, or investment in, one or more JV Entities so long as the aggregate amount invested in such JV Entities does not exceed
$10,000,000; and
10.4.9 Investments constituting Permitted Foreign Subsidiary Investments/Loans.
10.5 Indebtedness.
The Company will not, nor will it permit any Subsidiary to, create, incur or suffer to exist any Indebtedness, except:
10.5.1 the Secured Obligations;
10.5.2 Indebtedness existing on the date hereof and described in Schedule 10.5;
10.5.3 Indebtedness arising under Rate Management Transactions;
10.5.4 secured or unsecured purchase money Indebtedness (including Capitalized Leases) incurred by the Company or any of its Subsidiaries
after February 8, 2010 to finance the acquisition of assets used in its business, if (1) the total of all such Indebtedness for the Company and its
Subsidiaries taken together incurred on or after February 8, 2010, when aggregated with the Indebtedness permitted under Section 10.5.9, shall not
exceed an aggregate principal amount of $10,000,000 at any one time outstanding, (2) such Indebtedness when incurred shall not exceed the
purchase price of the asset(s) financed, (3) no such Indebtedness shall be refinanced for a principal amount in excess of the principal balance
outstanding thereon at the time of such refinancing, and (4) any Lien securing such Indebtedness is permitted under Section 10.6 (such
Indebtedness being referred to herein as “Permitted Purchase Money Indebtedness”);
10.5.5 Indebtedness arising from intercompany loans and advances (i) made by any Subsidiary to any Credit Party, (ii) made by the Company
to any other Credit Party; provided that the Company agrees that all such Indebtedness shall be expressly subordinated to the
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Secured Obligations pursuant to subordination provisions reasonably acceptable to the Required Holders or (iii) made by the Company or any
Subsidiary to any Subsidiary solely for the purpose of facilitating, in the ordinary course of business consistent with past practice as of the Closing
Date (and excluding, for the avoidance of doubt, any business relating to the acquisition of receivables owed by a Person subject to bankruptcy or
similar proceedings), the payment of fees and expenses in connection with collection actions or proceedings;
10.5.6 guaranty obligations of the Company of any Indebtedness of any Subsidiary permitted under Section 10.5.2;
10.5.7 guaranty obligations of any Subsidiary of the Company that is a Guarantor with respect to any Indebtedness of the Company or any
other Subsidiary permitted under this Section 10.5, other than the Permitted Foreign Subsidiary Non-Recourse Indebtedness;
10.5.8 [Intentionally Omitted];
10.5.9 additional unsecured Indebtedness of the Company or any Domestic Subsidiary, to the extent not otherwise permitted under this
Section 10.5; provided, however, that the aggregate principal amount of such additional Indebtedness, when aggregated with the Indebtedness
permitted under Section 10.5.4 shall not exceed $12,500,000 at any time outstanding;
10.5.10 bonds or other Indebtedness required by collections licensing laws in the ordinary course of the Credit Parties’ business;
10.5.11 Indebtedness, liabilities and contingent obligations incurred or assumed in connection with a Permitted Acquisition; provided,
however, that any such Indebtedness incurred or assumed by a Person that is a Foreign Subsidiary after giving effect to the consummation of such
Permitted Acquisition shall be permitted only to the extent such Indebtedness constitutes Permitted Foreign Subsidiary Non-Recourse
Indebtedness;
10.5.12 [Intentionally Omitted];
10.5.13 Indebtedness of Domestic Subsidiaries in an aggregate amount of not more than $15,000,000 and Permitted Foreign Subsidiary NonRecourse Indebtedness;
10.5.14 Indebtedness constituting Permitted Foreign Subsidiary Investments/Loans; and
10.5.15 additional unsecured or subordinated Indebtedness of the Company or any of its Domestic Subsidiaries, to the extent not otherwise
permitted under this Section 10.5; provided, however, that (i) the aggregate principal amount of such additional Indebtedness shall not exceed
$100,000,000, and (ii) if such Indebtedness is subordinated, the terms of such subordination shall be reasonably acceptable to the Required
Holders.
10.6 Liens.
The Company will not, nor will it permit any Subsidiary to, create, incur, or suffer to exist any Lien in, of or on the Property of the Company or
any of its Subsidiaries, except:
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10.6.1 Liens securing all Secured Obligations;
10.6.2 Liens for taxes, assessments or governmental charges or levies on its Property if the same (i) shall not at the time be delinquent or
thereafter can be paid without penalty, (ii) are disclosed on Schedule 5.6, or (iii) are being contested in good faith and by appropriate proceedings
and for which adequate reserves in accordance with Agreement Accounting Principles shall have been set aside on its books;
10.6.3 Liens imposed by law, such as landlords’, wage earners’, carriers’, warehousemen’s and mechanics’ liens and other similar liens arising
in the ordinary course of business which secure payment of obligations not more than 45 days past due or which are being contested in good faith
by appropriate proceedings and for which adequate reserves in accordance with Agreement Accounting Principles shall have been set aside on its
books;
10.6.4 Liens arising out of pledges or deposits under worker’s compensation laws, unemployment insurance, old age pensions, or other social
security or retirement benefits, or similar legislation;
10.6.5 Liens as described in Schedule 10.6;
10.6.6 deposits securing liability to insurance carriers under insurance or self-insurance arrangements;
10.6.7 deposits to secure the performance of bids, trade contracts (other than for borrowed money), leases, statutory obligations, surety and
appeal bonds, performance bonds and other obligations of a like nature incurred in the ordinary course of business;
10.6.8 easements, reservations, rights-of-way, restrictions, survey exceptions and other similar encumbrances as to real property of the
Company and its Subsidiaries which customarily exist on properties of corporations engaged in similar activities and similarly situated and which
do not materially interfere with the conduct of the business of the Company or such Subsidiary conducted at the property subject thereto;
10.6.9 purchase money Liens securing Permitted Purchase Money Indebtedness (as defined in Section 10.5); provided, that such Liens shall
not apply to any property of the Company or its Subsidiaries other than that purchased with the proceeds of such Permitted Purchase Money
Indebtedness;
10.6.10 Liens existing on any asset of any Subsidiary of the Company at the time such Subsidiary becomes a Subsidiary and not created in
contemplation of such event;
10.6.11 Liens on any asset securing Indebtedness incurred or assumed for the purpose of financing or refinancing all or any part of the cost
of acquiring or constructing such asset; provided that such Lien attaches to such asset concurrently with or within eighteen (18) months after the
acquisition or completion or construction thereof;
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10.6.12 Liens existing on any asset of any Subsidiary of the Company at the time such Subsidiary is merged or consolidated with or into the
Company or any Subsidiary and not created in contemplation of such event;
10.6.13 Liens existing on any asset prior to the acquisition thereof by the Company or any Subsidiary and not created in contemplation
thereof; provided that such Liens do not encumber any other Property or assets; and
10.6.14 Liens arising out of the refinancing, extension, renewal or refunding of any Indebtedness secured by any Lien permitted under
Sections 10.6.9 through 10.6.13; provided that (a) such Indebtedness is not secured by any additional assets, and (b) the amount of such
Indebtedness secured by any such Lien is not increased.
In addition, no Credit Party shall become a party to any agreement, note, indenture or other instrument, or take any other action, which would
prohibit the creation of a Lien on any of its Properties or other assets in favor of the Collateral Agent for the benefit of the Secured Parties;
provided, however, that any agreement, note, indenture or other instrument in connection with purchase money Indebtedness (including
Capitalized Leases) for which the related Liens are permitted hereunder may prohibit the creation of a Lien in favor of the Collateral Agent for the
benefit of the Secured Parties with respect to the assets or Property obtained with the proceeds of such Indebtedness.
10.7 Affiliates.
The Company will not, nor will it permit any Subsidiary to, enter into any transaction (including, without limitation, the purchase or sale of
any Property or service) with, or make any payment or transfer to, any Affiliate (other than the Company and the other Credit Parties) except (i) in
the ordinary course of business and pursuant to the reasonable requirements of the Company’s or such Subsidiary’s business and upon fair and
reasonable terms no less favorable to the Company or such Subsidiary than the Company or such Subsidiary would obtain in a comparable arm’s
length transaction, and (ii) the Permitted Restructuring.
10.8 Hedging Contracts.
The Company will not, nor will it permit any Subsidiary to, enter into or remain liable upon any Rate Management Transactions except for
those entered into in the ordinary course of business for bona fide hedging purposes and not for speculative purposes.
10.9 Subsidiary Covenants.
The Company will not, nor will it permit any Credit Party to, create or otherwise cause to become effective any consensual encumbrance or
restriction of any kind on the ability of any Credit Party (i) to pay dividends or make any other distribution on its stock, (ii) to pay any Indebtedness
or other obligation owed to the Company or any other Subsidiary, (iii) to make loans or advances or other Investments in the Company or any other
Subsidiary, or (iv) to sell, transfer or otherwise convey any of its property to the Company or any other Subsidiary, other than (A) customary
restrictions on transfers, business changes or similar matters relating to earn out obligations in connection with Permitted Acquisitions, and (B) as
provided in this Agreement
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and the Credit Agreement.
10.10Contingent Obligations.
The Company will not, nor will it permit any Subsidiary to, make or suffer to exist any Contingent Obligation (including, without limitation,
any Contingent Obligation with respect to the obligations of a Subsidiary), except (i) by endorsement of instruments for deposit or collection in the
ordinary course of business, (ii) the reimbursement obligations in respect of letters of credit issued under the Credit Agreement, (iii) any guaranty
of the Secured Obligations, (iv) any liability of the Company or the Guarantors under the Transaction Documents or the Loan Documents (as
defined in the Credit Agreement), (v) Contingent Obligations in respect of customary indemnification and purchase price adjustment obligations
incurred in connection with Asset Sales or other sales of assets, (vi) customary corporate indemnification obligations under charter documents,
indemnification agreements with officers and directors and underwriting agreements, and (vii) any liability under any Indebtedness permitted by
Section 10.5 (it being acknowledged and agreed that none of the Company, the Guarantors or the Domestic Subsidiaries shall make or shall suffer to
exist any Contingent Obligation in respect of Indebtedness of Foreign Subsidiaries).
10.11Subordinated Indebtedness and Amendments to Subordinated Note Documents.
The Company will not, nor will it permit any Subsidiary to, directly or indirectly voluntarily prepay, defease or in substance defease, purchase,
redeem, retire or otherwise acquire, any Subordinated Indebtedness. Furthermore, the Company will not, and will not permit any Subsidiary to,
amend the Subordinated Indebtedness Documents or any document, agreement or instrument evidencing any Indebtedness incurred pursuant to
the Subordinated Indebtedness Documents (or any replacements, substitutions, extensions or renewals thereof) or pursuant to which such
Indebtedness is issued where such amendment, modification or supplement provides for the following or which has any of the following effects:
(i) increases the overall principal amount of any such Indebtedness or increases the amount of any single scheduled installment of principal
or interest;
(ii) shortens or accelerates the date upon which any installment of principal or interest becomes due or adds any additional mandatory
redemption provisions;
(iii) shortens the final maturity date of such Indebtedness or otherwise accelerates the amortization schedule with respect to such
Indebtedness;
(iv) increases the rate of interest accruing on such Indebtedness;
(v) provides for the payment of additional fees or increases existing fees or changes any profit sharing arrangements to the detriment of the
Company or any other Credit Party;
(vi) amends or modifies any financial or negative covenant (or covenant which prohibits or restricts the Company or any of its Subsidiaries
from taking certain actions) in a manner which is more onerous or more restrictive in any material respect to the Company or
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such Subsidiary or which is otherwise materially adverse to the Company, its Subsidiaries and/or the holders of Notes or, in the case of any such
covenant, which places material additional restrictions on the Company or such Subsidiary or which requires the Company or such Subsidiary to
comply with more restrictive financial ratios or which requires the Company to better its financial performance, in each case from that set forth in the
existing applicable covenants in the Subordinated Indebtedness Documents or the applicable covenants in this Agreement; or
(vii) amends, modifies or adds any affirmative covenant in a manner which (a) when taken as a whole, is materially adverse to the Company,
its Subsidiaries and/or the holders of Notes, or (b) is more onerous than the existing applicable covenant in the Subordinated Indebtedness
Documents or the applicable covenant in this Agreement.
10.12Leverage Ratios.
10.12.1 Cash Flow Leverage Ratio. The Company will not at any time permit the ratio (the “Cash Flow Leverage Ratio”) of (i) Consolidated
Funded Indebtedness of the Company at such time to (ii) Consolidated EBITDA for the then most-recently ended four fiscal quarters to be greater
than 2.00 to 1.00.
The Cash Flow Leverage Ratio shall be calculated: (i) based upon (a) for Consolidated Funded Indebtedness at the applicable time of
determination, and (b) for Consolidated EBITDA, the actual amount as of the last day of each fiscal quarter for the most recently ended four
consecutive fiscal quarters; and (ii) giving pro forma effect to any Material Acquisition and Material Disposition. For purposes of this
Section 10.12.1, “Material Acquisition” means any Acquisition or series of related Acquisitions that involves the payment of consideration by the
Company and its Subsidiaries in excess of $10,000,000; and “Material Disposition” means any Asset Sale or series of related Asset Sales that
yields gross proceeds to the Company or any of its Subsidiaries in excess of $10,000,000.
10.12.2 Minimum Net Worth. The Company will not permit its Consolidated Net Worth to be less than the sum of (i) a dollar amount equal to
$166,506,500, plus (ii) 50% of Consolidated Net Income earned in each fiscal quarter beginning with the quarter ending March 31, 2009 (without
deduction for losses), plus (iii) 100% of the amount by which the Company’s “total stockholders’ equity” is increased after February 8, 2010 as a
result of the issuance or sale by the Company or any of its Subsidiaries of, or the conversion of any Indebtedness of such Person into, any equity
interests (including warrants and similar investments) in such Person, minus (iv) amounts expended by the Company to repurchase its capital stock
to the extent such amounts are permitted under Section 10.1(v)(A).
10.13Interest Coverage Ratio.
The Company will not permit the ratio, determined as of the end of each of its fiscal quarters for the then most-recently completed four fiscal
quarters, of (i) Consolidated EBIT of the Company, to (ii) Consolidated Interest Expense, in each case as of the end of such period, to be less than
2.00 to 1.00.
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10.14Capital Expenditures.
The Company will not, nor will it permit any Subsidiary to, expend, or be committed to expend, in excess of an aggregate of $12,500,000 for
Capital Expenditures of the Company and its Subsidiaries during any fiscal year of the Company.
10.15Rentals.
The Company will not permit, nor will it permit any Subsidiary to, create, pay or incur Consolidated Rentals in excess of $12,500,000 for any
fiscal year during the term of this Agreement on a consolidated basis for the Company and its Subsidiaries.
10.16Sale and Leaseback Transactions.
The Company will not, nor will it permit any Subsidiary to, enter into any Sale and Leaseback Transaction.
10.17Acquisitions of Receivables Portfolios.
The Company will not, nor will it permit any other Credit Party to, acquire any single Receivables Portfolio with a purchase price in excess of
the lesser of (i) 50% of Consolidated Tangible Net Worth as of the Company’s most recently ended fiscal quarter and based on the financial
statements of the Company for such fiscal quarter and (ii) $100,000,000.
10.18Liquidity.
The Company shall not permit Liquidity to be less than $5,000,000.
10.19Acquisition of Foreign Receivables.
The Company will not, nor will it permit any Subsidiary to, (i) acquire any Receivable denominated in a currency other than Dollars, (ii) acquire
any Receivable with respect to which the debtor is a resident of a jurisdiction other than the United States of America, (iii) acquire any Person
which owns any Receivable denominated in a currency other than Dollars or any Receivable with respect to which the debtor is a resident of a
jurisdiction other than the United States of America, or (iv) acquire any Person organized under the laws of any jurisdiction other than the United
States of America or any state thereof, if, after giving effect to such acquisition, the aggregate outstanding book value (without duplication) of all
such Receivables (in the case of clauses (i) and (ii)), all such Receivables owned by such Person (in the case of clause (iii)) and any and all
Receivables owned by such Person (in the case of clause (iv)) would exceed in the aggregate (a) 20% of the total book value of all Receivables of
the Company and its Subsidiaries at any time from the date hereof until the first anniversary of the date hereof, (b) 30% of the total book value of all
Receivables of the Company and its Subsidiaries at any time from the first anniversary of the date hereof until the second anniversary of the date
hereof, or (c) 40% of the total book value of all Receivables of the Company and its Subsidiaries at any time from or after the second anniversary of
the date hereof.
10.20Terrorism Sanctions Regulations.
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The Company will not, and will not permit any Affiliated Entity to, (a) become an OFAC Listed Person, or (b) have any investments in, or
engage in any dealings or transactions with, any Blocked Person.
11

EVENTS OF DEFAULT.
An “Event of Default” shall exist if any of the following conditions or events shall occur and be continuing:

(a) The Company defaults in the payment of any principal or Make-Whole Amount, if any, on any Note when the same becomes due
and payable, whether at maturity or at a date fixed for prepayment or by declaration or otherwise; or
(b) the Company defaults in the payment of any interest on any Note for more than five (5) Business Days after the same becomes due
and payable; or
(c) the Company defaults in the performance of or compliance with any term contained in Sections 8.6, 8.7, 9.7, 9.8, 9.9, 9.10 or 10; or
(d) any Credit Party defaults in the performance of or compliance with any term contained herein (other than those referred to in
paragraphs (a), (b) and (c) of this Section 11) or in any other Transaction Document and such default is not remedied within thirty (30) days after
the earlier of (i) an Authorized Officer obtaining actual knowledge of such default, and (ii) the Company receiving written notice of such default
from any holder of a Note (any such written notice to be identified as a “notice of default” and to refer specifically to this paragraph (d) of
Section 11); or
(e) any representation or warranty made in writing by or on behalf of any Credit Party or by any officer of any Credit Party in this
Agreement or in any other Transaction Document or in any writing furnished in connection with the transactions contemplated hereby or thereby
proves to have been false or incorrect in any material respect on the date as of which made; or
(f) (i) the Company or any Subsidiary is in default (as principal or as guarantor or other surety) in the payment of any principal of or
premium or make-whole amount or interest on any outstanding Indebtedness beyond any period of grace provided with respect thereto, or (ii) the
Company or any Subsidiary is in default in the performance of or compliance with any term of any evidence of any Indebtedness or of any
mortgage, indenture or other agreement relating thereto or any other condition exists, and as a consequence of such default or condition such
Indebtedness has become, or has been declared (or one or more Persons are entitled to declare such Indebtedness to be), due and payable before
its stated maturity or before its regularly scheduled dates of payment, or (iii) as a consequence of the occurrence or continuation of any event or
condition (other than the passage of time or the right of the holder of Indebtedness to convert such Indebtedness into equity interests), (x) the
Company or any Subsidiary has become obligated to purchase or repay Indebtedness before its regular maturity or before its regularly scheduled
dates of payment, or (y) one or more Persons have the right to require the Company or any Subsidiary so to purchase or repay such Indebtedness;
provided that the aggregate principal amount of all Indebtedness to which such a payment default shall occur
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and be continuing or such a failure or other event causing or permitting acceleration (or resale to the Company or any Subsidiary) shall occur and
be continuing exceeds $5,000,000 (or its equivalent in other currencies); or
(g) the Company or any Subsidiary (i) is generally not paying, or admits in writing its inability to pay, its debts as they become due,
(ii) files, or consents by answer or otherwise to the filing against it of, a petition for relief or reorganization or arrangement or any other petition in
bankruptcy, for liquidation or to take advantage of any bankruptcy, insolvency, reorganization, moratorium or other similar law of any jurisdiction,
(iii) makes an assignment for the benefit of its creditors, (iv) consents to the appointment of a custodian, receiver, trustee or other officer with
similar powers with respect to it or with respect to any substantial part of its property, (v) is adjudicated as insolvent or to be liquidated, or
(vi) takes corporate action for the purpose of any of the foregoing; or
(h) a court or Governmental Authority of competent jurisdiction enters an order appointing, without consent by the Company or any of
its Subsidiaries, a custodian, receiver, trustee or other officer with similar powers with respect to it or with respect to any substantial part of its
property, or constituting an order for relief or approving a petition for relief or reorganization or any other petition in bankruptcy or for liquidation
or to take advantage of any bankruptcy or insolvency law of any jurisdiction, or ordering the dissolution, winding-up or liquidation of the Company
or any of its Subsidiaries, or any such petition shall be filed against the Company or any of its Subsidiaries and such petition shall not be dismissed
within 60 days; or
(i) the Company or any of its Subsidiaries shall fail within 30 days to pay, bond or otherwise discharge one or more (i) judgments or
orders for the payment of money in excess of $5,000,000 (or its equivalent in other currencies) in the aggregate, or (ii) nonmonetary judgments or
orders which, individually or in the aggregate, could reasonably be expected to have a Material Adverse Effect, which judgment(s) or order(s), in
any such case, is/are not stayed on appeal or otherwise being appropriately contested in good faith or otherwise not covered by a creditworthy
insurer or indemnitor which has acknowledged in writing coverage thereof; or
(j) if (i) any Plan shall fail to satisfy the minimum funding standards of the Pension Funding Rules for any plan year or part thereof or a
waiver of such standards or extension of any amortization period is sought or granted under the Pension Funding Rules, (ii) a notice of intent to
terminate any Plan shall have been or is reasonably expected to be filed with the PBGC or the PBGC shall have instituted proceedings under ERISA
section 4042 to terminate or appoint a trustee to administer any Plan or the PBGC shall have notified the Company or any ERISA Affiliate that a Plan
may become a subject of any such proceedings, (iii) the aggregate “amount of unfunded benefit liabilities” (within the meaning of section 4001(a)
(18) of ERISA) under all Plans, determined in accordance with Title IV of ERISA, shall exceed $5,000,000 (or its equivalent in other currencies),
(iv) the Company or any ERISA Affiliate shall have incurred or is reasonably expected to incur any liability pursuant to Title I or IV of ERISA or the
penalty or excise tax provisions of the Code relating to employee benefit plans, (v) the Company or any ERISA Affiliate withdraws from any
Multiemployer Plan, (vi) the Company or any Subsidiary establishes or amends any employee welfare benefit plan that provides post-employment
welfare
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benefits in a manner that would increase the liability of the Company or any Subsidiary thereunder, (vii) the aggregate accumulated funding
deficiency or other unfunded liability (excluding the accrued funding liability for the then current fiscal year) with respect to all benefit plans (other
than pension plans) maintained by the Company and the Subsidiaries exceeds $5,000,000 (or its equivalent in other currencies), (viii) the
accumulated funding deficiency or other unfunded liability with respect to any pension plan maintained by the Company or any Subsidiary exceeds
the maximum amount prescribed by any applicable laws or regulations of any Governmental Authority, or (ix) the Company or any Subsidiary shall
otherwise fail to comply with any laws, regulations or orders in the establishment, administration or maintenance of any pension plan or shall fail to
pay or accrue any premiums, contributions or other amounts required by applicable pension plan documents or applicable laws; and any such
event or events described in clauses (i) through (ix) above, either individually or in the aggregate, could reasonably be expected to have a Material
Adverse Effect; or
(k) nonpayment by the Company or any Subsidiary of any Rate Management Obligation, when due or the breach by the Company or
any Subsidiary of any term, provision or condition contained in any Rate Management Transaction or any transaction of the type described in the
definition of “Rate Management Transactions”; or
(l) the Company or any of its Subsidiaries shall violate any Environmental Law, which has resulted in liability to the Company or any of
its Subsidiaries in an amount equal to $5,000,000 or more (or its equivalent in other currencies), which liability is not paid, bonded or otherwise
discharged within 45 days or which is not stayed on appeal and being appropriately contested in good faith; or
(m) this Agreement (including amendments, supplements or other modifications hereto), the Multiparty Guaranty Agreement (including
amendments, supplements or other modifications thereto) or any Collateral Document (including amendments, supplements or other modifications
thereto) shall fail to remain in full force or effect or any action shall be taken to assert the invalidity or unenforceability of, or which results in the
invalidity or unenforceability of, any such Transaction Document, or any Collateral Document shall, other than as permitted thereby, fail to create
or maintain for any reason a valid and perfected security interest in any collateral purported to be covered thereby.
As used in Section 11(j), the terms “employee benefit plan” and “employee welfare benefit plan” shall have the respective meanings assigned to
such terms in Section 3 of ERISA.
12

REMEDIES ON DEFAULT, ETC.
12.1 Acceleration.

(a) If an Event of Default with respect to the Company described in Section 11(g) or (h) (other than an Event of Default described in
clause (i) of Section 11(g) or described in clause (vi) of Section 11(g) by virtue of the fact that such clause encompasses clause (i) of Section 11(g))
has occurred, all the Notes then outstanding shall automatically become immediately due and payable.
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(b) If any Event of Default described in Section 11(a) or (b) has occurred and is continuing, in addition to any action that may be taken
pursuant to Section 12.1(c), any holder or holders of Notes at the time outstanding affected by such Event of Default may at any time, at its or their
option, by notice or notices to the Company, declare all the Notes held by it or them to be immediately due and payable.
(c) If any other Event of Default has occurred and is continuing, any holder or holders of a majority in principal amount of the Notes of
any Series at the time outstanding may at any time at its or their option, by notice or notices to the Company, declare all the Notes of such Series
then outstanding to be immediately due and payable.
Upon any Notes becoming due and payable under this Section 12.1, whether automatically or by declaration, such Notes will forthwith mature
and the entire unpaid principal amount of such Notes, plus (x) all accrued and unpaid interest thereon (including, but not limited to, interest accrued
thereon at the Default Rate), and (y) the Make-Whole Amount determined in respect of such principal amount (to the full extent permitted by
applicable law), shall all be immediately due and payable, in each and every case without presentment, demand, protest or further notice, all of
which are hereby waived. The Company acknowledges, and the parties hereto agree, that each holder of a Note has the right to maintain its
investment in the Notes free from prepayment by the Company (except as herein specifically provided for) and that the provision for payment of a
Make-Whole Amount by the Company in the event that the Notes are prepaid or are accelerated as a result of an Event of Default, is intended to
provide compensation for the deprivation of such right under such circumstances.
12.2 Other Remedies.
If any Default or Event of Default has occurred and is continuing, and irrespective of whether any Notes have become or have been declared
immediately due and payable under Section 12.1, the holder of any Note at the time outstanding may proceed to protect and enforce the rights of
such holder by an action at law, suit in equity or other appropriate proceeding, whether for the specific performance of any agreement contained
herein or in any Note or other Transaction Document, or for an injunction against a violation of any of the terms hereof or thereof, or in aid of the
exercise of any power granted hereby or thereby or by law or otherwise.
12.3 Rescission.
At any time after any Notes of any Series have been declared due and payable pursuant to clause (b) or (c) of Section 12.1, the holders of not
less than a majority in principal amount of the Notes of such Series then outstanding, by written notice to the Company, may rescind and annul any
such declaration and its consequences if (a) the Company has paid all overdue interest on the Notes of such Series, all principal of and MakeWhole Amount, if any, on any Notes of such Series that are due and payable and are unpaid other than by reason of such declaration, and all
interest on such overdue principal and Make-Whole Amount, if any, and (to the extent permitted by applicable law) any overdue interest in respect
of the Notes of such Series, at the Default Rate, (b) neither the Company nor any other Person shall have paid any amounts which have become
due solely by reason of such declaration, (c) all Events of Default and Defaults, other than non-payment of amounts that have become due solely
by reason of such declaration, have
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been cured or have been waived pursuant to Section 17, and (d) no judgment or decree has been entered for the payment of any monies due
pursuant hereto or to the Notes. No rescission and annulment under this Section 12.3 will extend to or affect any subsequent Event of Default or
Default or impair any right consequent thereon.
12.4 No Waivers or Election of Remedies, Expenses, etc.
No course of dealing and no delay on the part of any holder of any Note in exercising any right, power or remedy shall operate as a waiver
thereof or otherwise prejudice such holder’s rights, powers or remedies. No right, power or remedy conferred by this Agreement, any Note or any
other Transaction Document upon any holder thereof shall be exclusive of any other right, power or remedy referred to herein or therein or now or
hereafter available at law, in equity, by statute or otherwise. Without limiting the obligations of the Company under Section 15, the Company will
pay to the holder of such Note on demand such further amount as shall be sufficient to cover all costs and expenses of such holder incurred in any
enforcement or collection under this Section 12, including, without limitation, reasonable attorneys’ fees, expenses and disbursements.
12.5 Notice of Acceleration or Rescission. Whenever any Note shall be declared immediately due and payable pursuant to Section 12.1 or
any such declaration shall be rescinded and annulled pursuant to Section 12.3, the Company shall forthwith give written notice thereof to the
holder of each Note at the time outstanding.
13

REGISTRATION; EXCHANGE; SUBSTITUTION OF NOTES.
13.1 Registration of Notes.

The Company shall keep at its principal executive office a register for the registration and registration of transfers of Notes. The name and
address of each holder of one or more Notes, each transfer thereof and the name and address of each transferee of one or more Notes shall be
registered in such register. Prior to due presentment for registration of transfer, the Person in whose name any Note shall be registered shall be
deemed and treated as the owner and holder thereof for all purposes hereof, and the Company shall not be affected by any notice or knowledge to
the contrary. The Company shall give to any holder of a Note that is an Institutional Investor promptly upon request therefor, a complete and
correct copy of the names and addresses of all registered holders of Notes.
13.2 Transfer and Exchange of Notes.
Upon surrender of any Note to the Company at the address and to the attention of the designated officer (all as specified in Section 18(iii)) for
registration of transfer or exchange (and, in the case of a surrender for registration of transfer, accompanied by a written instrument of transfer duly
executed by the registered holder of such Note or such holder’s attorney duly authorized in writing and accompanied by the relevant name, address
and other information for notices of each transferee of such Note or part thereof), within ten Business Days thereafter, the Company shall execute
and deliver, at the Company’s expense (except as provided below), one or more replacement Notes (as requested by the holder thereof) in exchange
therefor, in an aggregate principal amount equal to the unpaid principal amount of the surrendered Note. Each
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such replacement Note shall be payable to such Person as such holder may request and shall be substantially in the form of the Note so
surrendered. Each such replacement Note shall be dated and bear interest from the date to which interest shall have been paid on the surrendered
Note or dated the date of the surrendered Note if no interest shall have been paid thereon. The Company may require payment of a sum sufficient
to cover any stamp tax or governmental charge imposed in respect of any such transfer of Notes. Notes shall not be transferred in denominations of
less than $1,000,000 (or its equivalent if denominated in another currency); provided that if necessary to enable the registration of transfer by a
holder of its entire holding of Notes of a Series, one Note may be in a denomination of less than $1,000,000 (or its equivalent if denominated in
another currency). Any transferee, by its acceptance of a Note registered in its name (or the name of its nominee), shall be deemed to have made the
representation set forth in Section 6.2.
13.3 Replacement of Notes.
Upon receipt by the Company at the address and to the attention of the designated officer (all as specified in Section 18(iii)) of evidence
reasonably satisfactory to it of the ownership of and the loss, theft, destruction or mutilation of any Note (which evidence shall be, in the case of
an Institutional Investor, notice from such Institutional Investor of such ownership and such loss, theft, destruction or mutilation), and
(a) in the case of loss, theft or destruction, of indemnity reasonably satisfactory to it (provided that if the holder of such Note is, or is a
nominee for, an original Purchaser or another holder of a Note with a minimum net worth of at least $5,000,000 or a Qualified Institutional Investor,
such Person’s own unsecured agreement of indemnity shall be deemed to be satisfactory), or
(b) in the case of mutilation, upon surrender and cancellation thereof,
within ten Business Days thereafter, the Company at its own expense shall execute and deliver, in lieu thereof, a replacement Note, dated and
bearing interest from the date to which interest shall have been paid on such lost, stolen, destroyed or mutilated Note or dated the date of such
lost, stolen, destroyed or mutilated Note if no interest shall have been paid thereon.
14

PAYMENTS ON NOTES.
14.1 Place of Payment.

Subject to Section 14.2, payments of principal, Make-Whole Amount, if any, and interest becoming due and payable on the Notes shall be
made in New York, New York at the principal office of JPMorgan Chase Bank in such jurisdiction. The holder of a Note may at any time, by notice to
the Company, change the place of payment of the Notes so long as such place of payment shall be either the principal office of the Company in
such jurisdiction or the principal office of a bank or trust company in such jurisdiction.
14.2 Home Office Payment.
So long as any Purchaser or its nominee shall be the holder of any Note, and notwithstanding anything contained in Section 14.1 or in such
Note to the contrary, the Company
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will pay all sums becoming due on such Note for principal, Make-Whole Amount, if any, and interest by the method and at the address specified
for such purpose below such Purchaser’s name in Schedule A, or by such other method or at such other address as such Purchaser shall have from
time to time specified to the Company in writing for such purpose, without the presentation or surrender of such Note or the making of any notation
thereon, except that upon written request of the Company made concurrently with or reasonably promptly after payment or prepayment in full of
any Note, such Purchaser shall surrender such Note for cancellation, reasonably promptly after any such request, to the Company at its principal
executive office or at the place of payment most recently designated by the Company pursuant to Section 14.1. Prior to any sale or other disposition
of any Note held by a Purchaser or its nominee, such Purchaser will, at its election, either endorse thereon the amount of principal paid thereon and
the last date to which interest has been paid thereon or surrender such Note to the Company in exchange for a replacement Note or Notes pursuant
to Section 13.2. The Company will afford the benefits of this Section 14.2 to any Institutional Investor that is the direct or indirect transferee of any
Note purchased by any Purchaser under this Agreement and that has made the same agreement relating to such Note as the Purchaser has made in
this Section 14.2.
15

EXPENSES, ETC.
15.1 Transaction Expenses.

Whether or not the transactions contemplated hereby are consummated, the Company will pay all reasonable costs and expenses (including
reasonable attorneys’ fees of a special counsel, local counsel and, if reasonably required by the Required Holders, other counsel) incurred by the
Purchasers, any holder of a Note or the Collateral Agent in connection with such transactions and in connection with any amendments, waivers or
consents under or in respect of this Agreement, the Notes or any of the other Transaction Documents (whether or not such amendment, waiver or
consent becomes effective), and the Company will, in addition, pay: (a) the costs and expenses incurred in enforcing or defending (or determining
whether or how to enforce or defend) any rights under this Agreement, the Notes or any of the other Transaction Documents or in responding to
any subpoena or other legal process or informal investigative demand issued in connection with this Agreement, the Notes or any of the other
Transaction Documents, or by reason of being a holder of any Note, (b) the costs and expenses, including financial advisors’ fees, incurred in
connection with the insolvency or bankruptcy of the Company or any Subsidiary or in connection with any work-out or restructuring of the
transactions contemplated hereby and by the Notes, and (c) the costs and expenses incurred in connection with the initial filing of this Agreement
and all related documents and financial information with the SVO. The Company will pay, and will save each Purchaser and each other holder of a
Note harmless from, all claims in respect of any fees, costs or expenses, if any, of brokers and finders.
15.2 Survival.
The obligations of the Company under this Section 15 will survive the payment or transfer of any Note, the enforcement, amendment or
waiver of any provision of this Agreement or the Notes, and the termination of this Agreement.
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16

S URVIVAL OF REPRESENTATIONS AND WARRANTIES; ENTIRE AGREEMENT.

All representations and warranties contained herein or in any of the other Transaction Documents shall survive the execution and delivery of
this Agreement, the Notes and the other Transaction Documents, the purchase or transfer by any Purchaser of any Note or portion thereof or
interest therein and the payment of any Note, and may be relied upon by any subsequent holder of a Note, regardless of any investigation made at
any time by or on behalf of such Purchaser or any other holder of a Note. All statements contained in any certificate delivered by or on behalf of
the Company or any other Credit Party pursuant to this Agreement or any of the other Transaction Documents shall be deemed representations
and warranties of the Company or such other Credit Party under this Agreement or such other Transaction Document. Subject to the preceding
sentence, this Agreement, the Notes and the other Transaction Documents embody the entire agreement and understanding between each
Purchaser and the Company and supersede all prior agreements and understandings relating to the subject matter hereof.
17

AMENDMENT AND WAIVER.
17.1 Requirements.

(a) This Agreement and the Notes may be amended, and the observance of any term hereof or of the Notes may be waived (either
retroactively or prospectively), with (and only with) the written consent of the Company and the Required Holders of the Notes of each Series,
except that (a) no amendment or waiver of any of the provisions of Section 1, 2, 3, 4, 5 or 6 hereof, or any defined term (as it is used therein), will be
effective as to any Purchaser unless consented to by such Purchaser in writing, and (b) no such amendment or waiver may, without the written
consent of the holder of each Note at the time outstanding affected thereby, (i) subject to the provisions of Section 12 relating to acceleration or
rescission, change the amount or time of any prepayment or payment of principal of, or reduce the rate or change the time of payment or method of
computation of interest or of the Make-Whole Amount on, the Notes, (ii) change the percentage of the principal amount of the Notes the holders of
which are required to consent to any such amendment or waiver, or (iii) amend any of Sections 8, 11(a), 11(b), 12, 17 or 20.
(b) Notwithstanding the foregoing provisions of Section 17.1(a), if: (1) the Company and the Administrative Agent under the Credit
Agreement have notified the holders of Notes in writing that the Required Lenders (as defined in the Credit Agreement on the date hereof) have
approved the amendment of the corresponding provision(s) in the Credit Agreement; (2) the Majority of the Combined Banks and Noteholders
(calculated on a date which is no more than 5 Business Days after such written notification with such calculation made as of the date of such
notification) have consented to such amendment for purpose of the Credit Agreement and this Agreement; (3) no Default or Event of Default exists
at such time (other than a Default or Event of Default existing solely as the result of a breach of the provision(s) of this Agreement which
correspond to such provision(s) of the Credit Agreement which the Required Lenders have approved for amendment as described in the
immediately preceding clause (1)); (4) no repayment of principal of the debt facilities under the Credit Agreement is required as consideration for
such proposed amendment; and (5) no fee or other remuneration is required to be paid to or for the benefit of any party to the Credit Agreement as
consideration for such proposed amendment unless the holders of Notes are paid their ratable share of such
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remuneration (based on the principal amount outstanding as of such notification date of the Notes and of the bank facilities under the Credit
Agreement), then each Purchaser agrees (and each holder of a Note, by its acceptance of a Note, will be deemed to have agreed) to amend the
following provisions in a substantially similar manner (except as expressly provided in the immediately succeeding clauses (iv)), to be effective
concurrent with the effectiveness of the corresponding amendment to the corresponding provision of the Credit Agreement:
(i) Section 9.2 (Conduct of Business);
(ii) Section 10.4.3 (Permitted Acquisitions);
(iii) the dollar limitation set forth in each of Section 10.5.4(1) (Permitted Purchase Money Indebtedness) and Section 10.5.9 (Additional
Unsecured Indebtedness), but, in each case, only to the extent that the aggregate amount of such permitted Indebtedness does not exceed
$25,000,000;
(iv) Section 10.5.13, but only so long as conditions (a), (b) and (c) of the definition of the term “Permitted Foreign Subsidiary Non-Recourse
Indebtedness” are not amended;
(v) Section 10.14;
(vi) Section 10.15;
(vii) Section 10.17; and
(viii) Section 10.19.
17.2 Solicitation of Holders of Notes.
(a) Solicitation. The Company will provide each holder of the Notes (irrespective of the amount of Notes then owned by it) with sufficient
information, sufficiently far in advance of the date a decision is required, to enable such holder to make an informed and considered decision with
respect to any proposed amendment, waiver or consent in respect of any of the provisions hereof or of the Notes. The Company will deliver
executed or true and correct copies of each amendment, waiver or consent effected pursuant to the provisions of this Section 17 to each holder of
outstanding Notes promptly following the date on which it is executed and delivered by, or receives the consent or approval of, the requisite
holders of Notes.
(b) Payment. The Company will not directly or indirectly pay or cause to be paid any remuneration, whether by way of supplemental or
additional interest, fee or otherwise, or grant any security or provide other credit support, to any holder of Notes as consideration for or as an
inducement to the entering into by any holder of Notes of any waiver or amendment of any of the terms and provisions hereof unless such
remuneration is concurrently paid, or security is concurrently granted or other credit support concurrently provided, on the same terms, ratably to
each holder of Notes then outstanding even if such holder did not consent to such waiver or amendment.
17.3 Binding Effect. etc.
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Any amendment or waiver consented to as provided in this Section 17 applies equally to all holders of Notes and is binding upon them and
upon each future holder of any Note and upon the Company without regard to whether such Note has been marked to indicate such amendment or
waiver. No such amendment or waiver will extend to or affect any obligation, covenant, agreement, Default or Event of Default not expressly
amended or waived or impair any right consequent thereon. No course of dealing between the Company and the holder of any Note nor any delay
in exercising any rights hereunder or under any Note shall operate as a waiver of any rights of any holder of such Note. As used herein, the term
“this Agreement” and references thereto shall mean this Agreement as it may from time to time be amended or supplemented.
17.4 Notes Held by Company, etc.
Solely for the purpose of determining whether the holders of the requisite percentage of the aggregate principal amount of Notes or any
Series thereof then outstanding have approved or consented to any amendment, waiver or consent to be given under this Agreement or the Notes
or any Series thereof, or have directed the taking of any action provided herein or in the Notes or any Series thereof to be taken upon the direction
of the holders of a specified percentage of the aggregate principal amount of Notes or any Series thereof then outstanding, Notes directly or
indirectly owned by the Company or any of its Affiliates shall be deemed not to be outstanding.
18

NOTICES.

All notices and communications provided for hereunder shall be in writing and sent (a) by telefacsimile if the sender on the same day sends a
confirming copy of such notice by a recognized overnight delivery service (charges prepaid), or (b) by registered or certified mail with return receipt
requested (postage prepaid), or (c) by a recognized overnight delivery service (with charges prepaid). Any such notice must be sent:
(i) if to a Purchaser or its nominee, to such Person at the address specified for such communications in Schedule A, or at such other
address as such Person or nominee shall have specified to the Company in writing,
(ii) if to any other holder of any Note, to such holder at such address as such other holder shall have specified to the Company in
writing, or
(iii) if to the Company, to the Company at its address set forth at the beginning hereof to the attention of the Chief Financial Officer, or
at such other address as the Company shall have specified to the holder of each Note in writing.
Notices under this Section 18 will be deemed to have been given only when actually received.
19

REPRODUCTION OF DOCUMENTS.

This Agreement, and all documents relating hereto, including, without limitation, (a) consents, waivers and modifications that may hereafter
be executed, (b) documents received by any Purchaser at the Closing (except the Notes themselves), and (c) financial statements, certificates and
other information previously or hereafter furnished to any Purchaser, may be reproduced by such Purchaser by any photographic, photostatic,
electronic, digital or other
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similar process and such Purchaser may destroy any original document so reproduced. The Company agrees and stipulates that, to the extent
permitted by applicable law, any such reproduction shall be admissible in evidence as the original itself in any judicial or administrative proceeding
(whether or not the original is in existence and whether or not such reproduction was made by such Purchaser in the regular course of business)
and any enlargement, facsimile or further reproduction of such reproduction shall likewise be admissible in evidence. This Section 19 shall not
prohibit the Company or any holder of Notes from contesting any such reproduction to the same extent that it could contest the original, or from
introducing evidence to demonstrate the inaccuracy of any such reproduction.
20

CONFIDENTIAL INFORMATION.

For the purposes of this Section 20, “Confidential Information” means information delivered to any Purchaser by or on behalf of the
Company or any Subsidiary in connection with the transactions contemplated by or otherwise pursuant to this Agreement that is proprietary in
nature and that was clearly marked or labeled or otherwise adequately identified when received by such Purchaser as being confidential information
of the Company or such Subsidiary, provided that such term does not include information that (a) was publicly known or otherwise known to such
Purchaser prior to the time of such disclosure, (b) subsequently becomes publicly known through no act or omission by such Purchaser or any
person acting on such Purchaser’s behalf, (c) otherwise becomes known to such Purchaser other than through disclosure by the Company or any
Subsidiary, or (d) constitutes financial statements delivered to such Purchaser under Section 7.1 that are otherwise publicly available. Each
Purchaser will maintain the confidentiality of such Confidential Information in accordance with procedures adopted by such Purchaser in good faith
to protect confidential information of third parties delivered to such Purchaser, provided that such Purchaser may deliver or disclose Confidential
Information to (i) its directors, officers, employees, agents, attorneys and affiliates (to the extent such disclosure reasonably relates to the
administration of the investment represented by its Notes), (ii) its financial advisors and other professional advisors who agree to hold confidential
the Confidential Information substantially in accordance with the terms of this Section 20, (iii) any other holder of any Note, (iv) any Institutional
Investor to which it sells or offers to sell such Note or any part thereof or any participation therein (if such Person has agreed in writing prior to its
receipt of such Confidential Information to be bound by the provisions of this Section 20), (v) any Person from which it offers to purchase any
security of the Company (if such Person has agreed in writing prior to its receipt of such Confidential Information to be bound by the provisions of
this Section 20), (vi) any federal or state regulatory authority having jurisdiction over such Purchaser, (vii) the NAIC or the SVO or, in each case,
any similar organization, or any nationally recognized rating agency that requires access to information about such Purchaser’s investment
portfolio, or (viii) any other Person to which such delivery or disclosure may be necessary or appropriate (w) to effect compliance with any law,
rule, regulation or order applicable to such Purchaser, (x) in response to any subpoena or other legal process, (y) in connection with any litigation
to which such Purchaser is a party or (z) if an Event of Default has occurred and is continuing, to the extent such Purchaser may reasonably
determine such delivery and disclosure to be necessary or appropriate in the enforcement or for the protection of the rights and remedies under
such Purchaser’s Notes and this Agreement. Each holder of a Note, by its acceptance of a Note, will be deemed to have agreed to be bound by and
to be entitled to the benefits of this Section 20 as though it were a party to this Agreement. On reasonable request by the Company
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in connection with the delivery to any holder of a Note of information required to be delivered to such holder under this Agreement or requested by
such holder (other than a holder that is a party to this Agreement or its nominee), such holder will enter into an agreement with the Company
embodying the provisions of this Section 20.
21

MISCELLANEOUS.

21.1 Successors and Assigns.
All covenants and other agreements contained in this Agreement by or on behalf of any of the parties hereto bind and inure to the benefit of
their respective successors and assigns (including, without limitation, any subsequent holder of a Note) whether so expressed or not.
21.2 Payments Due on Non-Business Days; Payment Currency.
Anything in this Agreement or the Notes to the contrary notwithstanding (but without limiting the requirement in Section 8.4 that the notice
of any optional prepayment specify a Business Day as the date fixed for such prepayment), any payment of principal of or Make-Whole Amount or
interest on any Note that is due on a date other than a Business Day shall be made on the next succeeding Business Day without including the
additional days elapsed in the computation of the interest payable on such next succeeding Business Day; provided that if the maturity date of any
Note is a date other than a Business Day, the payment otherwise due on such maturity date shall be made on the next succeeding Business Day
and shall include the additional days elapsed in the computation of interest payable on such next succeeding Business Day.
21.3 Accounting Terms.
All accounting terms used herein which are not expressly defined in this Agreement have the meanings respectively given to them in
accordance with Agreement Accounting Principals. Except as otherwise specifically provided herein, (i) all computations made pursuant to this
Agreement shall be made in accordance with Agreement Accounting Principals, and (ii) all financial statements shall be prepared in accordance
with Agreement Accounting Principals.
21.4 Severability.
Any provision of this Agreement that is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the
extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in
any jurisdiction shall (to the full extent permitted by law) not invalidate or render unenforceable such provision in any other jurisdiction.
21.5 Construction.
Each covenant contained herein shall be construed (absent express provision to the contrary) as being independent of each other covenant
contained herein, so that compliance with any one covenant shall not (absent such an express contrary provision) be deemed to excuse compliance
with any other covenant. Where any provision herein refers to action to be taken by
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any Person, or which such Person is prohibited from taking, such provision shall be applicable whether such action is taken directly or indirectly by
such Person.
For the avoidance of doubt, all Schedules and Exhibits attached to this Agreement shall be deemed to be a part hereof.
21.6 Counterparts.
This Agreement may be executed in any number of counterparts, each of which shall be an original but all of which together shall constitute
one instrument. Each counterpart may consist of a number of copies hereof, each signed by less than all, but together signed by all, of the parties
hereto.
21.7 Governing Law.
This Agreement shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of
New York excluding choice-of-law principles of the law of such state that would permit the application of the laws of a jurisdiction other than such
state.
21.8 Jurisdiction and Process; Waiver of Jury Trial. (a) The Company irrevocably submits to the non-exclusive jurisdiction of any New
York State or federal court sitting in the Borough of Manhattan, The City of New York, over any suit, action or proceeding arising out of or relating
to this Agreement, the Notes or the other Transaction Documents. To the fullest extent permitted by applicable law, the Company irrevocably
waives and agrees not to assert, by way of motion, as a defense or otherwise, any claim that it is not subject to the jurisdiction of any such court,
any objection that it may now or hereafter have to the laying of the venue of any such suit, action or proceeding brought in any such court and any
claim that any such suit, action or proceeding brought in any such court has been brought in an inconvenient forum.
(b) The Company consents to process being served by or on behalf of any holder of Notes in any suit, action or proceeding of the nature
referred to in Section 21.8(a) by mailing a copy thereof by registered or certified mail (or any substantially similar form of mail), postage prepaid,
return receipt requested, to it at its address specified in Section 18 or at such other address of which such holder shall then have been notified
pursuant to said Section. The Company agrees that such service upon receipt (i) shall be deemed in every respect effective service of process upon
it in any such suit, action or proceeding, and (ii) shall, to the fullest extent permitted by applicable law, be taken and held to be valid personal
service upon and personal delivery to it. Notices hereunder shall be conclusively presumed received as evidenced by a delivery receipt furnished
by the United States Postal Service or any reputable commercial delivery service.
(c) Nothing in this Section 21.8 shall affect the right of any holder of a Note to serve process in any manner permitted by law, or limit any right
that the holders of any of the Notes may have to bring proceedings against the Company in the courts of any appropriate jurisdiction or to enforce
in any lawful manner a judgment obtained in one jurisdiction in any other jurisdiction.
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(d) THE PARTIES HERETO HEREBY WAIVE TRIAL BY JURY IN ANY ACTION BROUGHT ON OR WITH RESPECT TO THIS
AGREEMENT, THE NOTES OR ANY OTHER DOCUMENT EXECUTED IN CONNECTION HEREWITH OR THEREWITH.
21.9 Transaction References. The Company agrees that Prudential Capital Group may (a) refer to its role in originating the purchase of the
Notes from the Company, as well as the identity of the Company and the aggregate principal amount and issue date of the Notes, on its internet site
or in marketing materials, press releases, published “tombstone” announcements or any other print or electronic medium, and (b) display the
Company’s corporate logo in conjunction with any such reference.
21.10 Amendment and Restatement; No Novation. This Agreement amends, restates and replaces the Prior Agreement, and is not intended to
constitute a novation of the obligations thereunder.
* * * * *
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If you are in agreement with the foregoing, please sign the form of agreement on a counterpart of this Agreement and return it to the
Company, whereupon this Agreement shall become a binding agreement between you and the Company.
Very truly yours,
ENCORE CAPITAL GROUP, INC.
By: /S / J. Brandon Black
Name: J. Brandon Black
Title: President & Chief Executive Officer

The foregoing is hereby agreed to as of
the date thereof.
THE PRUDENTIAL INSURANCE COMPANY OF AMERICA
By: /S / Matthew Douglass
Vice President
PRUCO LIFE INSURANCE COMPANY
By: /S / Matthew Douglass
Vice President
PRUDENTIAL RETIREMENT INSURANCE AND ANNUITY COMPANY
By: Prudential Investment Management, Inc., investment manager
By: /S / Matthew Douglass
Vice President
PRUDENTIAL ANNUITIES LIFE ASSURANCE CORPORATION
By: Prudential Investment Management, Inc., investment manager
By: /S / Matthew Douglass
Vice President

Each of the undersigned Guarantors consents to the amendments effected in this Amended and Restated Senior Secured Note Purchase
Agreement (including the sale and purchase of the 2011 Notes) and the transactions contemplated hereby, reaffirms its obligations under the
Multiparty Guaranty and its waivers, as set forth in the Multiparty Guaranty, of each and every one of the possible defenses to such obligations. In
addition, the undersigned Guarantor reaffirms that its obligations under the Multiparty Guaranty are separate and distinct from the Company’s
obligations.
ASCENSION CAPITAL GROUP, INC., a Delaware corporation
By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President
MIDLAND CREDIT MANAGEMENT, INC., a Kansas corporation
By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President & Chief Executive Officer
MIDLAND FUNDING LLC, a Delaware limited liability company
By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President
MIDLAND FUNDING NCC-2 CORPORATION, a Delaware corporation
By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President
MIDLAND INTERNATIONAL LLC, a Delaware limited liability company
By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President
MIDLAND PORTFOLIO S ERVICES, INC., a Delaware corporation
By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President

MRC RECEIVABLES CORPORATION, a Delaware corporation
By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President
MIDLAND INDIA LLC, a Minnesota limited liability company
By: /s/ Ronald E. Naves, Jr.
Name: Ronald E. Naves, Jr.
Title: Assistant Secretary

[*] The asterisk denotes that confidential portions of this exhibit have been omitted in reliance on Rule 24b-2 of the Securities Exchange Act of 1934. The confidential portions have been
submitted separately to the Securities and Exchange Commission.

SCHEDULE A
PURCHASER SCHEDULE

Purchaser Name

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA

Name in Which Notes are to
be Registered

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA

Note Registration Numbers;
Original Principal Amounts

[*]

Payment on Account of Notes

Method: Federal Funds Wire Transfer
Account Information:
Account No.:

[*]

Account No.:

[*]

[*]

Re: (See “Accompanying information” below)
Accompanying Information

Name of Company:
Description of Security:
PPN:
292554 A*3

Encore Capital Group, Inc.
7.75% Senior Secured Notes due 2017

Name of Company:
Description of Security:
PPN:
292554 A@1

Encore Capital Group, Inc.
7.375% Senior Secured Notes due 2018

Each such wire transfer shall also set forth the due date and application (as among principal,
interest, Make-Whole Amount, if any) of the payment being made.
Address for Notices Related to Payments

The Prudential Insurance Company of America
c/o Investment Operations Group
Gateway Center Two, 10th Floor
100 Mulberry Street
Newark, NJ 07102-4077
Attn:
Manager, Billings and Collections
with telephonic prepayment notices to:
Manager, Trade Management Group
Tel:
(973) 367-3141
Fax:
(800) 224-2278

Address for All Other Notices

The Prudential Insurance Company of America
c/o Prudential Capital Group
Four Embarcadero Center, Suite 2700
San Francisco, California 94111-4180
Attn:
Fax:

Other Instructions

Managing Director
415-421-6233

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA
By:
Name:

[*] The asterisk denotes that confidential portions of this exhibit have been omitted in reliance on Rule 24b-2 of the Securities Exchange Act of 1934. The confidential portions have been
submitted separately to the Securities and Exchange Commission.

Purchaser Name

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA
Title:
Vice President

Instructions re Delivery of Notes

Prudential Capital Group
Four Embarcadero Center, Suite 2700
San Francisco, CA 94111-4180
Attn:
James F. Evert, Esq.

Tax Identification Number

22-1211670
2

Purchaser Name
Name in Which Notes are to be Registered
Note Registration Numbers;
Principal Amounts
Payment on Account of Note
Method
Account Information

Accompanying Information

Address for Notices Related to Payments

PRUCO LIFE INSURANCE COMPANY
PRUCO LIFE INSURANCE COMPANY
[*]
Federal Funds Wire Transfer
[*]
ABA No.: [*]
Account No.: [*]
Account Name: [*]
Re: (see “ Accompanying Information” below)
Name of Company:
Encore Capital Group, Inc.
Description of Security:
7.75% Senior Secured Notes due 2017
PPN: 292554 A*3
Each such wire transfer shall also set forth the due date and application (as
among principal, interest, and Make-Whole Amount, if any) of the payment
being made.
Pruco Life Insurance Company
c/o The Prudential Insurance Company of America
c/o Investment Operations Group
Gateway Center Two, 10th Floor
100 Mulberry Street
Newark, NJ 07102-4077
Attn: Manager, Billings and Collections
with telephonic prepayment notices to:

Address for All Other Notices

Other Instructions

Instructions re Delivery of Notes

Tax Identification Number

Manager, Trade Management Group
Tel: (973) 367-3141
Fax: (800) 224-2278
The Prudential Insurance Company of America
c/o Prudential Capital Group
Four Embarcadero Center, Suite 2700
San Francisco, California 94111-4180
Attn: Managing Director
Fax: 415-421-6233
PRUCO LIFE INSURANCE COMPANY
By:
Name:
Title:
Prudential Capital Group
Four Embarcadero Center, Suite 2700
San Francisco, CA 94111-4180
Attn: James F. Evert, Esq.
22-1944557

[*] The asterisk denotes that confidential portions of this exhibit have been omitted in reliance on Rule 24b-2 of the Securities Exchange Act of 1934. The confidential portions have been
submitted separately to the Securities and Exchange Commission.

Purchaser Name
Name in Which Notes are to be Registered
Note Registration Numbers;
Principal Amounts
Payment on Account of Note

PRUDENTIAL RETIREMENT INSURANCE AND ANNUITY COMPANY
PRUDENTIAL RETIREMENT INSURANCE AND ANNUITY COMPANY
[*]

Method

Federal Funds Wire Transfer

Account Information

[*]
ABA No.: [*]
Account No.: [*]
Account No.: [*]

Accompanying Information

Re: (See “ Accompanying information” below)
Name of Company:
Encore Capital Group, Inc.
Description of Security:
7.75% Senior Secured Notes due 2017
PPN: 292554 A*3
Name of Company:
Description of Security:
PPN: 292554 A@1

Address for Notices Related to Payments

Encore Capital Group, Inc.
7.375% Senior Secured Notes due 2018

Each such wire transfer shall also set forth the due date and application (as among principal, interest, Make-Whole Amount, if any)
of the payment being made.
Prudential Retirement Insurance and Annuity Company
c/o Prudential Investment Management, Inc.
Private Placement Trade Management
PRIAC Administration
Gateway Center Four, 7th Floor
100 Mulberry Street
Newark, NJ 07102
with telephonic prepayment notices to:
Manager, Trade Management Group
Tel: (973) 802-8107
Fax: (888) 889-3832

[*] The asterisk denotes that confidential portions of this exhibit have been omitted in reliance on Rule 24b-2 of the Securities Exchange Act of 1934. The confidential portions have been
submitted separately to the Securities and Exchange Commission.

Address for All Other Notices

Other Instructions

Instructions re Delivery of Notes

Tax Identification Number

Prudential Retirement Insurance and Annuity Company
c/o Prudential Capital Group
Four Embarcadero Center, Suite 2700
San Francisco, California 94111-4180
Attn: Managing Director
Fax: 415-421-6233
PRUDENTIAL RETIREMENT INSURANCE AND ANNUITY COMPANY
By: Prudential Investment Management, Inc., investment manager
By:
Name:
Title:
Prudential Capital Group
Four Embarcadero Center, Suite 2700
San Francisco, CA 94111-4180
Attn: James F. Evert, Esq.
06-1050034

Purchaser Name
Note Registration Number; Principal Amount
Payment on Account of Note
Method
Account Information

Accompanying Information

Address for Notices Related to Payments

Address for All Other Notices

PRUDENTIAL ANNUITIES LIFE ASSURANCE CORPORATION
[*]
Federal Funds Wire Transfer
[*]
ABA # [*]
Acct. # [*]
Acct Name: [*]
Re: (See “ Accompanying Information” below)
Name of Obligors:
Description of Security:
PPN:

Encore Capital Group, Inc.
7.75% Senior Secured Notes due 2017
292554 A*3

Due date and application (as among principal, Make-Whole Amount and interest) of the payment being made.
The Prudential Insurance Company of America
c/o Investment Operations Group
Gateway Center Two, 10th Floor
100 Mulberry Street
Newark, NJ 07102-4077
Attention: Manager, Billings and Collections
The Prudential Insurance Company of America
c/o Prudential Capital Group
Four Embarcadero Center, Suite 2700
San Francisco, CA 94111-4180

Recipient of telephonic prepayment notices

Attn:
Managing Director
Fax:
415-421-6233
Manager, Trade Management Group

Instructions re Delivery of Notes

Tel:
(973) 367-3141
Fax:
(888) 889-3832
Send physical security by nationwide overnight delivery service to:

Tax Identification Number

Prudential Capital Group
Four Embarcadero Center, Suite 2700
San Francisco, CA 94111
Attn:
James F. Evert, Esq.
06-1241288

[*] The asterisk denotes that confidential portions of this exhibit have been omitted in reliance on Rule 24b-2 of the Securities Exchange Act of 1934. The confidential portions have been
submitted separately to the Securities and Exchange Commission.

SCHEDULE B
DEFINED TERMS
As used herein, the following terms have the respective meanings set forth below or set forth in the Section hereof following such term:
“Accounts” means and includes all of the Company’s and each Subsidiary’s presently existing and hereafter arising or acquired accounts,
accounts receivable, and all present and future rights of the Company or such Subsidiary to payment for goods sold or leased or for services
rendered (except those evidenced by instruments or chattel paper), whether or not they have been earned by performance, and all rights in any
merchandise or goods which any of the same may represent, and all rights, title, security and guarantees with respect to each of the foregoing,
including, without limitation, any right of stoppage in transit.
“Acquisition” means any transaction or any series of related transactions, other than a Permitted Restructuring or purchases or acquisitions
of Receivables Portfolios in the ordinary course of business, consummated on or after the Closing Date, by which the Company or any of its
Subsidiaries (i) acquires any going business or all or substantially all of the assets of any firm, corporation or limited liability company, or division
thereof, whether through purchase of assets, merger or otherwise, or (ii) directly or indirectly acquires (in one transaction or as the most recent
transaction in a series of transactions) at least a majority (in number of votes) of the securities of a corporation which have ordinary voting power
for the election of directors (other than securities having such power only by reason of the happening of a contingency) or a majority (by
percentage of voting power) of the outstanding ownership interests of a partnership or limited liability company of any Person; provided, however,
that the following shall not be considered “Acquisitions”: (a) any asset purchase consisting solely of Receivables Portfolios, and (b) the purchase
of stock of an entity (1) the assets of which consist solely of Receivables, (2) which has not engaged in the conduct of business and (3) which has
no Indebtedness.
“Acquisition Pro Forma” is defined in Section 10.4.3(vi).
“Adjusted Available Aggregate Revolving Loan Commitment” has the meaning specified in the Credit Agreement as of the date hereof.
“Affiliate” of any Person means any other Person directly or indirectly controlling, controlled by or under common control with such Person.
A Person shall be deemed to control another Person if the controlling Person is the “beneficial owner” (as defined in Rule 13d-3 under the
Securities Exchange Act of 1934) of 10% or more of any class of voting securities (or other ownership interests) of the controlled Person or
possesses, directly or indirectly, the power to direct or cause the direction of the management or policies of the controlled Person, whether through
ownership of voting securities, by contract or otherwise.
“Affiliated Entity” means the Subsidiaries of the Company and any of their or the Company’s respective Controlled Affiliates.
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“Aggregate Outstanding Revolving Credit Exposure” has the meaning specified in the Credit Agreement as of the date hereof.
“Agreement” means this Amended and Restated Senior Secured Note Purchase Agreement, dated as of February 10, 2011, between the
Company, on the one hand, and the Purchasers, on the other hand, as it may from time to time be amended, supplemented or otherwise modified.
“Agreement Accounting Principles” means generally accepted accounting principles as in effect in the United States from time to time,
applied in a manner consistent with that used in preparing the financial statements of the Company referred to in Section 5.4; provided, that
“Agreement Accounting Principles” shall exclude the effects of Accounting Standards Codification 825-10-25 (previously referred to as SFAS 159)
or any successor or similar provision to the extent it relates to “fair value” accounting for liabilities.
“Amortized Collections” means, for any period, the aggregate amount of collections from receivable portfolios (including that portion
attributable to sales of receivables) of the Company and its Subsidiaries calculated on a consolidated basis for such period, in accordance with
Agreement Accounting Principles, that are not included in consolidated revenues by reason of the application of such collections to principal of
such receivable portfolios (for purposes of illustration only, the Amortized Collections have been most recently identified in the amount of
$187,726,000 as the aggregate of “Collections applied to investment of receivable portfolios, net” and “Provision for impairment on receivable
portfolios, net” in the Company’s consolidated statement of cash flows for the period ended December 31, 2009 as reflected in the Company’s Form
10-K for such period).
“Applicable Pledge Percentage” means 100%, but 65% in the case of a pledge of capital stock of a Foreign Subsidiary to the extent a 100%
pledge would cause a Deemed Dividend Problem or a Financial Assistance Problem.
“Asset Sale” means, with respect to the Company or any Subsidiary, the sale, lease, conveyance, disposition or other transfer by such
Person of any of its assets (including by way of a Sale and Leaseback Transaction, and including the sale or other transfer of any of the capital
stock or other equity interests of such Person or any Subsidiary of such Person) to any Person other than the Company or any of its WhollyOwned Subsidiaries other than (i) the sale of Receivables in the ordinary course of business, (ii) the sale or other disposition of any obsolete,
excess, damaged or worn-out Equipment disposed of in the ordinary course of business, (iii) leases of assets in the ordinary course of business
consistent with past practice, and (iv) sales or dispositions of assets outside the ordinary course of business with an aggregate fair market value
not to exceed, during the term of this Agreement, $10,000,000.
“Authorized Officer” means any of the President and Chief Executive Officer, Chief Financial Officer, Chief Operating Officer, Treasurer,
Assistant Treasurer or Controller of the Company, or such other officer of the Company as may be designated by the Company in writing to the
holders of Notes from time to time, acting singly.
“Blocked Person” is defined in Section 5.20.
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“Borrowing Base” means, as of any date of calculation, an amount, as set forth on the most current Borrowing Base Certificate delivered to
the holders of Notes on or prior to such date, equal to (i) the lesser of: (1) 30% of Estimated Remaining Collections (exclusive of any Receivables in
any Receivables Portfolio that are not Eligible Receivables) as of the last day of the month for which such Borrowing Base Certificate was provided;
and (2) the product of the net book value of all Receivables Portfolios acquired by any Credit Party on or after January 1, 2005 multiplied by 95%,
minus (ii) the aggregate principal amount outstanding in respect of the Notes.
“Borrowing Base Certificate” means a certificate, in substantially the form of Exhibit E hereto, setting forth the Borrowing Base and the
component calculations thereof.
“Business Day” means any day other than a Saturday, a Sunday or a day on which commercial banks in New York City or Toronto, Ontario
are required or authorized to be closed.
“Capital Expenditures” means, without duplication, any expenditures for any purchase or other acquisition of any asset which would be
classified as a fixed or capital asset on a consolidated balance sheet of the Company and its Subsidiaries prepared in accordance with Agreement
Accounting Principles, but excluding, solely for the fiscal year in which each Acquisition is consummated, any such expenditures of any Person or
business acquired pursuant to such Acquisition.
“Capitalized Lease” of a Person means any lease of Property by such Person as lessee which would be capitalized on a balance sheet of such
Person prepared in accordance with Agreement Accounting Principles.
“Capitalized Lease Obligations” of a Person means the amount of the obligations of such Person under Capitalized Leases which would be
shown as a liability on a balance sheet of such Person prepared in accordance with Agreement Accounting Principles.
“Cash Equivalent Investments” means (i) short-term obligations of, or fully guaranteed by, the United States of America, (ii) commercial paper
rated A-1 or better by S&P or P-1 or better by Moody’s, (iii) demand deposit accounts maintained in the ordinary course of business, and
(iv) certificates of deposit issued by and time deposits with commercial banks (whether domestic or foreign) having capital and surplus in excess of
$100,000,000; provided in each case that the same provides for payment of both principal and interest (and not principal alone or interest alone) and
is not subject to any contingency regarding the payment of principal or interest.
“Cash Flow Leverage Ratio” is defined in Section 10.12.1.
“Change of Control” means: (i) the acquisition by any Person, or two or more Persons acting in concert (other than Red Mountain Capital
Partners LLC, JCF FPK I LP or any affiliate thereof), of beneficial ownership (within the meaning of Rule 13d-3 of the SEC under the Securities
Exchange Act of 1934) of 30% or more of the outstanding shares of voting stock of the Company; (ii) other than pursuant to a transaction permitted
hereunder, the Company shall cease to own, directly or indirectly and free and clear of all Liens or other encumbrances, all of the outstanding
shares of voting stock of the Guarantors on a fully diluted basis; (iii) the majority
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of the Board of Directors of the Company fails to consist of Continuing Directors; or (iv) the acquisition by Red Mountain Capital Partners LLC,
JCF FPK I LP and/or any affiliate of either of them and/or any other Persons acting in concert with any of the foregoing Persons described in this
clause (iv) of beneficial ownership (within the meaning of Rule 13d-3 of the SEC under the Exchange Act) of greater than 50% of the outstanding
shares of voting stock of the Company. No Permitted Restructuring shall constitute a Change of Control.
“Closing” is defined in Section 3.
“Closing Date” means the date on which the Closing occurs.
“Code” means the Internal Revenue Code of 1986, as amended from time to time, and the rules and regulations promulgated thereunder from
time to time.
“Collateral” means all Property and interests in Property now owned or hereafter acquired by the Company or any of its Subsidiaries in or
upon which a security interest, lien or mortgage is granted (or is required to be granted pursuant to the terms hereof) in favor of the Collateral
Agent pursuant to the Collateral Documents, on behalf of itself and the Secured Parties, to secure the Secured Obligations.
“Collateral Agent” means JPMorgan Chase Bank, N.A. in its capacity as collateral agent for the Secured Parties and any successor collateral
agent appointed pursuant to the terms of the Intercreditor Agreement.
“Collateral Documents” means all agreements, instruments and documents executed in connection with this Agreement that are intended to
create or evidence Liens to secure the Secured Obligations, including, without limitation, the Pledge and Security Agreement, the Intellectual
Property Security Agreements, the Mortgages and all other security agreements, mortgages, deeds of trust, loan agreements, notes, guarantees,
subordination agreements, pledges, powers of attorney, consents, assignments, contracts, fee letters, notices, leases, financing statements and all
other written matter whether heretofore, now, or hereafter executed by the Company or any of its Subsidiaries and delivered to the Collateral Agent,
on behalf of itself and the Secured Parties to secure the Secured Obligations.
“Company” is defined in the introductory paragraph.
“Consolidated EBIT” means Consolidated Net Income plus, to the extent deducted from revenues in determining Consolidated Net Income,
(i) Consolidated Interest Expense (whether actual or contingent), (ii) expense for taxes paid or accrued and (iii) any extraordinary losses minus, to
the extent included in Consolidated Net Income, (a) interest income, (b) any extraordinary gains, (c) the income of any JV Entity or any other Person
(1) in which any Person other than the Company or any of its Subsidiaries has a joint interest or a partnership interest or other ownership interest,
and (2) to the extent the Company or any of its Subsidiaries does not control the board of directors or other governing body of such JV Entity or
Person or otherwise does not control the declaration of a dividend or other distribution by such JV Entity or Person, except in each case to the
extent of the amount of dividends or other distributions actually paid to the Company or any of its Subsidiaries by such JV Entity or Person during
the relevant period, and (d) the income of any Subsidiary of the Company to the extent that the declaration or
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payment of dividends or distributions (including via intercompany advances or other intercompany transactions but in each case up to and not
exceeding the amount of such income) by that Subsidiary of that income is not at the time permitted by operation of the terms of its charter or any
agreement, instrument, judgment, decree, order, statute, rule or governmental regulation applicable to that Subsidiary, all calculated for the
Company and its Subsidiaries on a consolidated basis.
“Consolidated EBITDA” means Consolidated Net Income plus, (1) to the extent not included in such revenue, Amortized Collections, and
(2) to the extent deducted from revenues in determining Consolidated Net Income, (i) Consolidated Interest Expense (whether actual or contingent),
(ii) expense for taxes paid or accrued, (iii) depreciation expense, (iv) amortization expense, (v) any extraordinary losses, and (vi) non-cash charges
arising from compensation expense as a result of the adoption of amendments to Agreement Accounting Principles requiring certain stock based
compensation to be recorded as an expense within the Company’s consolidated statement of operations, minus, to the extent included in
Consolidated Net Income, (a) interest income, (b) any extraordinary gains, (c) the income of any JV Entity or any other Person (1) in which any
Person other than the Company or any of its Subsidiaries has a joint interest or a partnership interest or other ownership interest, and (2) to the
extent the Company or any of its Subsidiaries does not control the board of directors or other governing body of such JV Entity or Person or
otherwise does not control the declaration of a dividend or other distribution by such JV Entity or Person, except in each case to the extent of the
amount of dividends or other distributions actually paid to the Company or any of its Subsidiaries by such JV Entity or Person during the relevant
period, and (d) the income of any Subsidiary of the Company to the extent that the declaration or payment of dividends or distributions (including
via intercompany advances or other intercompany transactions but in each case up to and not exceeding the amount of such income) by that
Subsidiary of that income is not at the time permitted by operation of the terms of its charter or any agreement, instrument, judgment, decree, order,
statute, rule or governmental regulation applicable to that Subsidiary, all calculated for the Company and its Subsidiaries on a consolidated basis.
“Consolidated Funded Indebtedness” means at any time the aggregate dollar amount of Consolidated Indebtedness which has actually been
funded and is outstanding at such time, whether or not such amount is due or payable at such time.
“Consolidated Indebtedness” means, at any time, the Indebtedness of the Company and its Subsidiaries that would be reflected on a
consolidated balance sheet of the Company prepared in accordance with Agreement Accounting Principles as of such time.
“Consolidated Interest Expense” means, with reference to any period, the interest expense and contingent interest expense of the Company
and its Subsidiaries (including that portion attributable to Capital Leases) calculated on a consolidated basis for such period, in accordance with
Agreement Accounting Principles.
“Consolidated Net Income” means, with reference to any period, (i) the net income (or loss) of the Company and its Subsidiaries calculated on
a consolidated basis for such period in accordance with Agreement Accounting Principles, and (ii) without duplication with the net income (or loss)
described in the foregoing clause (i), the actual amount of dividends or other
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distributions actually paid during such period to the Company or any of its Subsidiaries by a JV Entity.
“Consolidated Net Worth” means at any time, with respect to any Person, the consolidated stockholders’ equity of such Person and its
Subsidiaries calculated on a consolidated basis in accordance with Agreement Accounting Principles.
“Consolidated Rentals” means, with reference to any period, the Rentals of the Company and its Subsidiaries calculated on a consolidated
basis for such period in accordance with Agreement Accounting Principles.
“Consolidated Tangible Assets” means Consolidated Total Assets minus any Intangible Assets.
“Consolidated Tangible Net Worth” means at any time, with respect to any Person, the consolidated stockholders’ equity of such Person
and its Subsidiaries calculated on a consolidated basis in accordance with Agreement Accounting Principles minus any Intangible Assets.
“Consolidated Total Assets” means the total assets of the Company and its Subsidiaries calculated on a consolidated basis in accordance
with Agreement Accounting Principles.
“Contingent Obligation” of a Person means any agreement, undertaking or arrangement by which such Person assumes, guarantees,
endorses, contingently agrees to purchase or provide funds for the payment of, or otherwise becomes or is contingently liable upon, the obligation
or liability of any other Person, or agrees to maintain the net worth or working capital or other financial condition of any other Person, or otherwise
assures any creditor of such other Person against loss, including, without limitation, any comfort letter, operating agreement, take-or-pay contract
or the obligations of any such Person as general partner of a partnership with respect to the liabilities of the partnership.
“Continuing Director” means, with respect to any Person as of any date of determination, any member of the board of directors of such
Person who (i) was a member of such board of directors on the Closing Date, or (ii) was nominated for election or elected to such board of directors
with the approval of the required majority of the Continuing Directors who were members of such board at the time of such nomination or election.
“Control” means the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of a
Person, whether through the ownership of voting securities, by contract or otherwise. “Controlling” and “Controlled” have meanings correlative
thereto.
“Credit Agreement” means that certain Credit Agreement, dated as of February 8, 2010, by and among the Company, the Lenders and the
other Persons party thereto and JPMorgan Chase Bank, N.A., as administrative agent thereunder, as amended, amended and restated,
supplemented, refinanced, replaced or otherwise modified from time to time.
“Credit Party” means, at any time, any of the Company and any Person which is a
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Guarantor at such time.
“Deemed Dividend Problem” means, with respect to any Foreign Subsidiary, such Foreign Subsidiary’s accumulated and undistributed
earnings and profits being deemed to be repatriated to the Company or the applicable parent Domestic Subsidiary for U.S. federal income tax
purposes and the effect of such repatriation causing adverse tax consequences to the Company or such parent Domestic Subsidiary, in each case
as determined by the Company in its commercially reasonable judgment acting in good faith and in consultation with its legal and tax advisors.
“Default” means an event or condition the occurrence or existence of which would, with the lapse of time or the giving of notice or both,
become an Event of Default.
“Default Rate” means (i) as to any 2010 Note, that rate of interest that is the greater of (a) 9.75% per annum and (b) 2% over the rate of
interest publicly announced by JPMorgan Chase Bank in New York, New York as its “base” or “prime” rate, and (ii) as to any 2011 Note, that rate of
interest that is the greater of (a) 9.375% per annum and (b) 2% over the rate of interest publicly announced by JPMorgan Chase Bank in New York,
New York as its “base” or “prime” rate.
“Disqualified Stock” means any capital stock or other equity interest that, by its terms (or by the terms of any security into which it is
convertible or for which it is exchangeable), or upon the happening of any event, matures or is mandatorily redeemable, pursuant to a sinking fund
obligation or otherwise, or redeemable at the option of the holder thereof, in whole or in part, on or prior to the date that is 91 days after the final
maturity of the Notes.
“Dollars” and “$” means lawful currency of the United States of America.
“Domestic Subsidiary” means any Subsidiary of any Person organized under the laws of a jurisdiction located in the United States of
America.
“Eligible Receivables” of any Credit Party shall mean, as of any date of determination, (i) Receivables owned by a Credit Party as of the
Closing Date, which Receivables were included in the Borrowing Base under the Credit Agreement as of the Closing Date, and (ii) Receivables
purchased by a Credit Party on or after the Closing Date to the extent such Receivable is owned, or to be purchased by such Credit Party by
applying the proceeds of an existing Credit Extension (as defined in the Credit Agreement as of the date hereof) within five (5) Business Days of the
making of such Credit Extension, and in the case of both (i) and (ii) that is payable in Dollars and in which the Collateral Agent has, or upon
purchase by such Credit Party, will have, for the benefit of the Secured Parties, a first-priority perfected security interest pursuant to the Collateral
Documents, other than any such Receivable:
(a) that is not an existing obligation for which sufficient consideration has been given;
(b) with respect to which such Credit Party does not (or will not, upon the closing of the relevant purchase thereof) have good and marketable
title pursuant to a legal, valid and binding bill of sale or purchase agreement entered into by such Credit Party or assignment to
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such Credit Party;
(c) that has been repurchased by, or returned or put back to, the Person from whom such Credit Party acquired such Receivable and such
Receivable has not subsequently been replaced with a new Receivable of at least comparable value acquired from such Person;
(d) all or any portion of which is subject to any Lien (except the Lien in favor of the Collateral Agent under the Collateral Documents);
(e) that is due from or has been originated by any Subsidiary or Encore Affiliate;
(f) that is not a type of collateral for which a security interest can be perfected by filing pursuant to Article 9 of the Uniform Commercial Code
as then in effect in the State of New York; and
(g) that is owed by (i) the government (or any department, agency, public corporation, or instrumentality thereof) of any country other than
the United States of America unless such Receivable is backed by a letter of credit acceptable to the Required Holders which is in the possession
of the Collateral Agent, or (ii) the government of the United States of America, or any department, agency, public corporation, or any agency or
instrumentality thereof, including any agency or instrumentality which is obligated to make payment with respect to Medicare, Medicaid or other
Receivables representing amounts owing under any other program established by federal, state, county, municipal or other local law which requires
that payments for healthcare services be made to the provider of such services in order to comply with any applicable “anti-assignment”
provisions, provider agreement or federal, state, county, municipal or other local law, rule or regulation.
“Encore Affiliate” means any Person directly or indirectly controlling, controlled by or under common control with the Company. A Person
shall be deemed to control another Person if the controlling Person is the “beneficial owner” (as defined in Rule 13d-3 under the Securities
Exchange Act of 1934) of 10% or more of any class of voting securities (or other ownership interests) of the controlled Person and possesses,
directly or indirectly, the power to direct or cause the direction of the management or policies of the controlled Person, whether through ownership
of voting securities, by contract or otherwise.
“Environmental Laws” means any and all federal, state, local and foreign statutes, laws, judicial decisions, regulations, ordinances, rules,
judgments, orders, decrees, plans, injunctions, permits, concessions, grants, franchises, licenses, agreements and other governmental restrictions
relating to (i) the protection of the environment, (ii) the effect of the environment on human health, (iii) emissions, discharges or releases of
pollutants, contaminants, hazardous substances or wastes into surface water, ground water or land, or (iv) the manufacture, processing,
distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, hazardous substances or wastes or the clean-up or
other remediation thereof.
“Equipment” means all of the Company’s and each Subsidiary’s present and future (i) equipment, including, without limitation, machinery,
manufacturing, distribution, data processing and office equipment, assembly systems, tools, molds, dies, fixtures, appliances, furniture, furnishings,
vehicles, vessels, aircraft, aircraft engines, and trade fixtures, (ii) other
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tangible personal property (other than inventory), and (iii) any and all accessions, parts and appurtenances attached to any of the foregoing or
used in connection therewith, and any substitutions therefor and replacements, products and proceeds thereof.
“Equipment Financing Transactions” means the secured equipment financing arrangements of the Credit Parties set forth on Schedule 10.5.
“ERISA” means the Employee Retirement Income Security Act of 1974, as amended from time to time, and the rules and regulations
promulgated thereunder from time to time in effect.
“ERISA Affiliate” means any trade or business (whether or not incorporated) that is treated as a single employer together with the Company
or a Subsidiary under section 414 of the Code.
“Estimated Remaining Collections” means, as of any date, the aggregate amount of gross remaining cash collections which any Credit Party
anticipates to receive from a Receivables Portfolio or as otherwise referred to by the Company as the total amount of “Estimated Remaining Gross
Collections”, determined and reported by the Company pursuant to its financial statements and other reporting to the holders of Notes as
described in Section 7.1 (it being understood and agreed that (i) such amount shall be calculated by the Company in accordance with Agreement
Accounting Principles and in a manner consistent with the Company’s past practice and with the methodology used in the reporting of Estimated
Remaining Collections in the Company’s public filings with the SEC, (ii) the manner and method of computing Estimated Remaining Collections and
all assumptions made in connection therewith shall be explained to each holder of Notes in reasonably full detail upon such holder’s request, and
(iii) any deviation from the current method and assumptions used in computing Estimated Remaining Collections is subject to approval by the
Required Holders in their discretion).
“Event of Default” is defined in Section 11.
“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to time, and the rules and regulations promulgated
thereunder from time to time in effect.
“Excluded Subsidiaries” means the JV Entities and any other successor or transferee JV Entities created in connection with a Permitted
Restructuring.
“Financial Assistance Problem” means, with respect to any Foreign Subsidiary, the inability of such Foreign Subsidiary to become a
Guarantor or to permit its capital stock from being pledged pursuant to a pledge agreement on account of legal or financial limitations imposed by
the jurisdiction of organization of such Foreign Subsidiary or other relevant jurisdictions having authority over such Foreign Subsidiary, in each
case as determined by the Company in its commercially reasonable judgment acting in good faith and in consultation with its legal and tax advisors.
“Financial Contract” of a Person means (i) any exchange-traded or over-the-counter futures, forward, swap or option contract or other
financial instrument with similar
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characteristics, or (ii) any Rate Management Transaction; provided that any Permitted Indebtedness Hedge shall not be a Financial Contract so
long as such Permitted Indebtedness Hedge relates to capital stock of the Company.
“First Tier Foreign Subsidiary” means each Foreign Subsidiary with respect to which any one or more of the Company and its Domestic
Subsidiaries directly owns or controls more than 50% of such Foreign Subsidiary’s issued and outstanding equity interests.
“Foreign Subsidiary” means any Subsidiary of any Person which is not a Domestic Subsidiary of such Person.
“Governmental Authority” means
(a) the government of
(i) the United States of America or any state or other political subdivision thereof, or
(ii) any other jurisdiction in which the Company or any Subsidiary conducts all or any part of its business, or which asserts jurisdiction
over any properties of the Company or any Subsidiary, or
(b) any entity exercising executive, legislative, judicial, regulatory or administrative functions of, or pertaining to, any such government.
“Guarantor” means each Subsidiary of the Company which is a party to the Multiparty Guaranty, including each Subsidiary of the Company
which becomes a party to the Multiparty Guaranty pursuant to a joinder or other supplement thereto.
“holder” means, with respect to any Note, the Person in whose name such Note is registered in the register maintained by the Company
pursuant to Section 13.1.
“Hostile Tender Offer” means, with respect to the use of proceeds of any of the Notes, any offer to purchase, or any purchase of, shares of
capital stock of any corporation or equity interests in any other entity, or securities convertible into or representing the beneficial ownership of, or
rights to acquire, any such shares or equity interests, if such shares, equity interests, securities or rights are of a class which is publicly traded on
any securities exchange or in any over-the-counter market, other than purchases of such shares, equity interests, securities or rights representing
less than 5% of the equity interests or beneficial ownership of such corporation or other entity for portfolio investment purposes, and such offer or
purchase has not been duly approved by the board of directors of such corporation or the equivalent governing body of such other entity.
“including” means, unless the context clearly requires otherwise, “including without limitation.”
“Indebtedness” of a Person means, at any time, without duplication, such Person’s (i) obligations for borrowed money, (ii) obligations
representing the deferred purchase price of
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Property or services (other than current accounts payable arising in the ordinary course of such Person’s business payable on terms customary in
the trade), (iii) obligations, whether or not assumed, secured by Liens or payable out of the proceeds or production from Property now or hereafter
owned or acquired by such Person, (iv) obligations which are evidenced by notes, bonds, debentures, acceptances, or other instruments,
(v) obligations to purchase securities or other Property arising out of or in connection with the sale of the same or substantially similar securities or
Property, (vi) Capitalized Lease Obligations, (vii) Contingent Obligations of such Person, (viii) reimbursement obligations under letters of credit,
bankers’ acceptances, surety bonds and similar instruments, (ix) Off-Balance Sheet Liabilities, (x) obligations under Sale and Leaseback
Transactions, (xi) Net Mark-to-Market Exposure under Rate Management Transactions and other Financial Contracts, (xii) Rate Management
Obligations and (xiii) any other obligation for borrowed money which in accordance with Agreement Accounting Principles would be shown as a
liability on the consolidated balance sheet of such Person.
“Indemnity and Contribution Agreement” means the Indemnity and Contribution Agreement, dated as of September 20, 2010, by and among
each of the Credit Parties in the form of Exhibit B-2, as amended, restated, supplemented or otherwise modified from time to time.
“Institutional Investor” means (a) any Purchaser of a Note, (b) any holder of a Note holding (together with one or more of its Affiliates) more
than 5% of the aggregate principal amount of the Notes then outstanding, (c) any bank, trust company, savings and loan association or other
financial institution, any pension plan, any investment company, any insurance company, any broker or dealer, or any other similar financial
institution or entity, regardless of legal form, and (d) any Related Fund of any holder of any Note.
“Intangible Assets” means the aggregate amount, for the Company and its Subsidiaries on a consolidated basis, of: (1) all assets classified as
intangible assets under Agreement Accounting Principles, including, without limitation, goodwill, trademarks, patents, copyrights, organization
expenses, franchises, licenses, trade names, brand names, mailing lists, catalogs, excess of cost over book value of assets acquired, and bond
discount and underwriting expenses; (2) loans or advances to, investments in, or receivables from (i) Encore Affiliates, officers, directors,
employees or shareholders of the Company or any Subsidiary, or (ii) any Person if such loan, advance, investment or receivable is outside the
Company’s or any Subsidiary’s normal course of business; and (3) prepaid expenses; provided that Intangible Assets shall not include deferred
court costs, deferred tax assets, deposits under state workers compensation programs and assets of the Company’s excess deferred compensation
plan.
“Intellectual Property Security Agreements” means the intellectual property security agreements as any Credit Party may from time to time
make in favor of the Collateral Agent for the benefit of the Secured Parties, in each case as the same may be amended, restated, supplemented or
otherwise modified from time to time.
“Intercreditor Agreement” means the Intercreditor Agreement, dated as of September 20, 2010, among each of the parties listed therein in the
form of Exhibit C, as amended, restated, supplemented or otherwise modified from time to time.
“Investment” of a Person means any loan, advance (other than commission, travel and
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similar advances to officers, employees made in the ordinary course of business), extension of credit (other than Accounts arising in the ordinary
course of business) or contribution of capital by such Person; stocks, bonds, mutual funds, partnership interests, notes, debentures or other
securities owned by such Person; any deposit accounts and certificate of deposit owned by such Person; and structured notes, derivative financial
instruments and other similar instruments or contracts owned by such Person. No Permitted Restructuring shall constitute an Investment.
“JV Entity” means (a) any Subsidiary (without giving effect to the proviso at the end of the definition of Subsidiary) of the Company that is
(i) a joint venture with another Person, and (ii) designated as a “JV Entity” by the Company with the written consent of the Required Holders, and
(b) any subsidiary of such Subsidiary.
“Lenders” means the several lenders from time to time party to the Credit Agreement in their capacities as such.
“Lien” means any lien (statutory or other), mortgage, pledge, hypothecation, assignment, deposit arrangement, encumbrance or preference,
priority or other security agreement or preferential arrangement of any kind or nature whatsoever (including, without limitation, the interest of a
vendor or lessor under any conditional sale, Capitalized Lease or other title retention agreement, and, in the case of stock, stockholders agreements,
voting trust agreements and all similar arrangements).
“Liquidity” means, at any time the same is to be determined, the sum of (i) all unencumbered cash and Cash Equivalent Investments held by
the Credit Parties free and clear of any Liens or claims other than Liens under the Collateral Documents or customary rights of set-off or similar
rights of any financial institution holding deposit accounts or securities accounts of the Company or any of its Subsidiaries, and (ii) an amount
equal to the lesser of (a) the Aggregate Revolving Loan Commitment (as defined in the Credit Agreement on the date hereof), and (b) the Borrowing
Base, in each case minus the Aggregate Outstanding Revolving Credit Exposure.
“Majority of the Combined Banks and Noteholders” means, at any time of determination, greater than 50% of the aggregate principal amount
outstanding of the Secured Obligations.
“Make-Whole Amount” is defined in Section 8.7.
“Mandatory Credit Agreement Prepayment” means any mandatory prepayment or repayment required to be made prior to the Revolving
Loan Termination Date under, and as defined as of the date hereof in, the Credit Agreement pursuant to terms or provisions thereof which become
effective after September 20, 2010.
“Material” means material in relation to the business, operations, affairs, financial condition, assets, properties, or prospects of the Company
and its Subsidiaries taken as a whole.
“Material Acquisition” is defined in Section 10.12.1.
“Material Adverse Effect” means a material adverse effect on (i) the business, Property,
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condition (financial or otherwise), operations or results of operations or prospects of the Company, or the Company and its Subsidiaries taken as a
whole, (ii) the ability of the Company or any Subsidiary to perform its obligations under the Transaction Documents, or (iii) the validity or
enforceability of any of the Transaction Documents or the rights or remedies of the Collateral Agent or the holders of Notes thereunder or their
rights with respect to the Collateral.
“Material Disposition” is defined in Section 10.12.1.
“Medicaid” means the medical assistance program established by Title XIX of the Social Security Act (42. U.S.C. ss. 1396 ET SEQ.) and any
successor or similar statutes, as in effect from time to time.
“Medicare” means the health insurance program for the aged and disabled established by Title XVIII of the Social Security Act (42 U.S.C. ss.
1395 ET SEQ.) and any successor or similar statutes as in effect from time to time.
“Mortgage” means each of those certain mortgages and deeds of trust as are entered into by the Credit Parties pursuant hereto or in
connection herewith, in each case as amended, restated, supplemented or otherwise modified from time to time.
“Mortgage Instruments” means such title reports, title insurance, opinions of counsel, surveys, appraisals and environmental reports as are
requested by, and in form and substance reasonably acceptable to, the Required Holders from time to time.
“Mortgaged Properties” means each Credit Party’s real Property with a book value equal to or in excess of $1,000,000.
“Most Favored Covenants” is defined in Section 9.9.
“Multiemployer Plan” means any Plan that is a “multiemployer plan” (as such term is defined in section 4001(a)(3) of ERISA).
“Multiparty Guaranty” means the Multiparty Guaranty, dated as of September 20, 2010, made by each of the Guarantors in favor of the
holders from time to time of the Notes in the form of Exhibit B-1, as amended, restated, supplemented or otherwise modified from time to time.
“NAIC” means the National Association of Insurance Commissioners or any successor thereto.
“Net Cash Proceeds” means, with respect to any sale or other disposition of Property of the Company or any Subsidiary by any Person, cash
(freely convertible into Dollars) received by such Person or any Subsidiary of such Person from such disposition of Property (including cash
received as consideration for the assumption or incurrence of liabilities incurred in connection with or in anticipation of such disposition of
Property), or conversion to cash of non-cash proceeds (whether principal or interest, release of escrow arrangements or otherwise) received from
any such disposition of Property, in each case after (i) provision for all income or other taxes measured by or resulting from such disposition of
Property, (ii) cash payment of all
13

reasonable brokerage commissions and other fees and expenses related to such disposition of Property, and (iii) taking into account all amounts in
cash used to repay Indebtedness secured by a Lien on any Property disposed of in such disposition of Property.
“Net Mark-to-Market Exposure” of a Person means, as of any date of determination, the excess (if any) of all unrealized losses over all
unrealized profits of such Person arising from Rate Management Transactions. “Unrealized losses” means the fair market value of the cost to such
Person of replacing such Rate Management Transaction as of the date of determination (assuming the Rate Management Transaction were to be
terminated as of that date), and “unrealized profits” means the fair market value of the gain to such Person of replacing such Rate Management
Transaction as of the date of determination (assuming such Rate Management Transaction were to be terminated as of that date).
“Notes” is defined in the flush language at the end of Section 1.
“Notice Event” means:
(i) the execution by the Company or any Subsidiary or Affiliate of any agreement or letter of intent with respect to any proposed
transaction or event or series of transactions or events which, individually or in the aggregate, may reasonably be expected to result in a Change of
Control; or
(ii) the execution of any written agreement which, when fully performed by the parties thereto, would result in a Change of Control.
“OFAC Listed Person” is defined in Section 5.20.
“Off-Balance Sheet Liability” of a Person means the principal component of (i) any repurchase obligation or liability of such Person
(excluding any such obligation or liability for disposition of Receivables), with respect to Accounts or notes receivable sold by such Person,
(ii) any liability under any so-called “synthetic lease” or “tax ownership operating lease” transaction entered into by such Person, or (iii) any
obligation arising with respect to any other transaction which is the functional equivalent of or takes the place of borrowing but which does not
constitute a liability on the consolidated balance sheets of such Person, but excluding from this clause (iii) all Operating Leases.
“Officer’s Certificate” means a certificate of an Authorized Officer or of any other officer of the Company whose responsibilities extend to
the subject matter of such certificate.
“Operating Lease” of a Person means any lease of Property (other than a Capitalized Lease) by such Person as lessee which has an original
term (including any required renewals and any renewals effective at the option of the lessor) of one year or more.
“PBGC” means the Pension Benefit Guaranty Corporation referred to and defined in ERISA or any successor thereto.
“Pension Act” means the Pension Protection Act of 2006, as amended from time to time and the rules and regulations promulgated thereunder
from time to time in effect.
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“Pension Funding Rules” means the rules of the Code and ERISA regarding minimum required contributions (including any installment
payment thereof) to certain Plans and set forth in, with respect to plan years ending prior to the effective date as to such Plan of the Pension Act,
Section 412 of the Code and Section 302 of ERISA, each as in effect prior to the Pension Act and, thereafter, Sections 412 and 430 of the Code and
Sections 302 and 303 of ERISA.
“Permitted Acquisition” is defined in Section 10.4.
“Permitted Indebtedness” means Indebtedness permitted by Section 10.5.15.
“Permitted Foreign Subsidiary Investments/Loans” means (i) Investments by any Credit Party in any Foreign Subsidiary, and
(ii) Indebtedness arising from intercompany loans and advances made by any Credit Party to any Foreign Subsidiary; provided, that (x) the purpose
of such Investment or Indebtedness is the acquisition of receivables owed by a Person subject to bankruptcy or similar proceedings, and (y) the
amount of such Investments and Loans, in the aggregate and on a combined basis, shall not exceed at any time ten percent (10%) of Consolidated
Tangible Net Worth.
“Permitted Foreign Subsidiary Non-Recourse Indebtedness” means Indebtedness of Foreign Subsidiaries, provided that (a) no Default or
Event of Default exists at the time of or immediately after giving effect to the incurrence of such Indebtedness, (b) such Indebtedness is nonrecourse at all times to the Company, the Guarantors and the Domestic Subsidiaries, (c) such Indebtedness does not benefit at any time from any
direct or indirect guaranties or other credit support from the Company, any Guarantor or any Domestic Subsidiary, and (d) the total principal
amount outstanding of such Indebtedness does not exceed (i) 20% of Consolidated Tangible Net Worth at any time prior to the first anniversary of
the date of this Agreement, (ii) 30% of Consolidated Tangible Net Worth at any time on and after the first anniversary of the date of this Agreement
and prior to the second anniversary of the date of this Agreement, or (iii) 40% of Consolidated Tangible Net Worth at any time on and after the
second anniversary of the date of this Agreement.
“Permitted Indebtedness Hedge” means any one or more derivative transactions (including the issuance by the Company of warrants on its
capital stock and the purchase by the Company of an option on its capital stock) entered into concurrently with Permitted Indebtedness.
“Permitted Purchase Money Indebtedness” is defined in Section 10.5.4.
“Permitted Restructuring” means a transaction or series of transactions pursuant to which the Company or any Subsidiary sells, assigns or
otherwise transfers Receivables and/or other assets between or among themselves, including transfers to or mergers or consolidations with, or
voluntary dissolutions or liquidations into, newly created Wholly-Owned Subsidiaries of the Company or the Subsidiaries, subject to compliance
with Sections 9.7 and 9.8; provided that (i) no Receivables or other assets of Excluded Subsidiaries shall be commingled with the assets of a Credit
Party as a result of such Permitted Restructuring, (ii) no such transfers shall take place from a Credit Party to an Excluded Subsidiary or to a
Subsidiary that is not a Credit Party, and (iii) such transactions are effected for tax planning and related general corporate purposes.
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“Permitted Unsecured Indebtedness Repayment Event” means (i) any Indebtedness permitted pursuant to Section 10.5.14 that has a
scheduled final maturity or is subject to scheduled mandatory prepayment, redemption or defeasance prior to the scheduled final maturity of the
Notes, and (ii) if such Indebtedness has not been refinanced in its entirety in compliance with the terms of this Agreement on or before the date
that is 10 Business days prior to the date that is three months prior to the earliest of the date of the scheduled final maturity or any scheduled
mandatory prepayment, redemption or defeasance of such Indebtedness.
“Person” means an individual, partnership, corporation, limited liability company, association, trust, unincorporated organization, business
entity or Governmental Authority.
“PIM” means Prudential Investment Management, Inc.
“Plan” means an “employee benefit plan” (as defined in section 3(3) of ERISA) subject to Title I of ERISA that is or, within the preceding five
years, has been established or maintained, or to which contributions are or, within the preceding five years, have been made or required to be made,
by the Company or any ERISA Affiliate or with respect to which the Company or any ERISA Affiliate may have any liability.
“Pledge and Security Agreement” means that certain Amended and Restated Pledge and Security Agreement, dated as of September 20,
2010, by and between the Credit Parties and the Collateral Agent for the benefit of the Secured Parties, as the same may be amended, restated,
supplemented, or otherwise modified from time to time.
“Pledge Subsidiary” means each Domestic Subsidiary and First Tier Foreign Subsidiary.
“Principal Credit Facility” means any loan agreement, credit agreement, note purchase agreement, indenture or similar document under
which credit facilities in the aggregate original principal or commitment amount of at least $10,000,000 are provided for.
“Prior Agreement” is defined in Section 1A.
“Property” of a Person means any and all property, whether real, personal, tangible, intangible, or mixed, of such Person, or other assets
owned, leased or operated by such Person.
“Purchase Price” means the total consideration and other amounts payable in connection with any Acquisition, including, without
limitation, any portion of the consideration payable in cash, all Indebtedness, liabilities and contingent obligations incurred or assumed in
connection with such Acquisition and all transaction costs and expenses incurred in connection with such Acquisition.
“Purchasers” is defined in the first paragraph of this Agreement.
“Qualified Institutional Buyer” means any Person who is a “qualified institutional buyer” within the meaning of such term as set forth in
Rule 144A(a)(1) under the Securities Act.
“Ratable Share” means, at any time, the aggregate principal amount of Notes outstanding at such time as a percentage of the sum of (x) the
aggregate principal amount of
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Loans (as defined in the Credit Agreement as of the date hereof) outstanding at such time plus (y) the aggregate principal amount of Notes
outstanding at such time.
“Rate Management Obligations” of a Person means any and all obligations of such Person, whether absolute or contingent and howsoever
and whensoever created, arising, evidenced or acquired (including all renewals, extensions and modifications thereof and substitutions therefor),
under (i) any and all Rate Management Transactions, and (ii) any and all cancellations, buy backs, reversals, terminations or assignments of any
Rate Management Transactions.
“Rate Management Transaction” means any transaction (including an agreement with respect thereto) now existing or hereafter entered into
by the Company or a Subsidiary which is a rate swap, basis swap, forward rate transaction, commodity swap, commodity option, equity or equity
index swap, equity or equity index option, bond option, interest rate option, foreign exchange transaction, cap transaction, floor transaction, collar
transaction, forward transaction, currency swap transaction, cross-currency rate swap transaction, currency option or any other similar transaction
(including any option with respect to any of these transactions) or any combination thereof, whether linked to one or more interest rates, foreign
currencies, commodity prices, equity prices or other financial measures; provided that any Permitted Indebtedness Hedge shall not be a Rate
Management Transaction so long as such Permitted Indebtedness Hedge relates to capital stock of the Company.
“Receivable” of a Credit Party shall mean a right of such Credit Party to the payment of money arising out of a consumer transaction, and
which right was acquired by such Credit Party with a group of similar rights.
“Receivables Portfolio” of a Credit Party means any group of Receivables of such Credit Party acquired by such Credit Party as part of a
single transaction.
“Regulation U” means Regulation U of the Board of Governors of the Federal Reserve System as from time to time in effect and any
successor or other regulation or official interpretation of said Board of Governors relating to the extension of credit by banks, non-banks and nonbroker lenders for the purpose of purchasing or carrying margin stocks applicable to member banks of the Federal Reserve System.
“Regulation X” means Regulation X of the Board of Governors of the Federal Reserve System as from time to time in effect and any
successor or other regulation or official interpretation of said Board of Governors relating to the extension of credit by foreign lenders for the
purpose of purchasing or carrying margin stock (as defined therein).
“Related Fund” means, with respect to any holder of any Note, any fund or entity that (i) invests in Securities or bank loans, and (ii) is
advised or managed by such holder, the same investment advisor as such holder or by an affiliate of such holder or such investment advisor.
“Rentals” of a Person means the aggregate rent expense incurred by such Person under any Operating Lease.
“Reportable Event” means a reportable event as defined in Section 4043 of ERISA and
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the regulations issued under such section, with respect to a Plan subject to Title IV of ERISA, excluding, however, such events as to which the
PBGC has by regulation waived the requirement of Section 4043(a) of ERISA that it be notified within 30 days of the occurrence of such event,
provided, however, that a failure to meet the minimum funding standard of Section 412 of the Code and of Section 302 of ERISA shall be a
Reportable Event regardless of the issuance of any such waiver of the notice requirement in accordance with either Section 4043(a) of ERISA or
variance from the minimum funding standard allowed under Section 412(c) of the Code.
“Required Holders” means, at any time, the holder or holders of a majority of the aggregate principal amount of the Notes or of a Series of
Notes, as the context may require, from time to time outstanding (exclusive of Notes then owned by the Company, any Subsidiary or any of their
respective Affiliates).
“Restricted Payment” means (i) any dividend or other distribution, direct or indirect, on account of any equity interests of the Company or
any of its Subsidiaries now or hereafter outstanding, except a dividend payable solely in such Person’s capital stock (other than Disqualified Stock)
or in options, warrants or other rights to purchase such capital stock, (ii) any redemption, retirement, purchase or other acquisition for value, direct
or indirect, of any equity interests of the Company or any of its Subsidiaries now or hereafter outstanding, other than in exchange for, or out of the
proceeds of, the substantially concurrent sale (other than to a Subsidiary of the Company) of other equity interests of the Company (other than
Disqualified Stock), and (iii) any redemption, purchase, retirement, defeasance, prepayment or other acquisition for value, direct or indirect, of any
Indebtedness prior to the stated maturity thereof, other than the Obligations (as defined in the Credit Agreement on the date hereof) and the
obligations evidenced by the Notes and under the other Transaction Documents and the Equipment Financing Transactions.
“Sale and Leaseback Transaction” means any sale or other transfer of Property by any Person with the intent to lease such Property as
lessee.
“SEC” means the Securities and Exchange Commission of the United States, or any successor thereto.
“Secured Parties” shall have the meaning specified in the Intercreditor Agreement.
“Secured Obligations” shall have the meaning specified in the Intercreditor Agreement.
“Securities” or “Security” shall have the meaning specified in Section 2(1) of the Securities Act.
“Securities Act” means the Securities Act of 1933, as amended from time to time, and the rules and regulations promulgated thereunder from
time to time in effect.
“Series” is defined in the flush language at the end of Section 1.
“Subordinated Indebtedness” of a Person means any Indebtedness (other than Indebtedness arising from intercompany loans and advances)
of such Person the payment of which is subordinated to payment of the Secured Obligations.
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“Subordinated Indebtedness Documents” means any document, agreement or instrument evidencing any Subordinated Indebtedness or
entered into in connection with any Subordinated Indebtedness.
“Subsidiary” of a Person means (i) any corporation more than 50% of the outstanding securities having ordinary voting power of which shall
at the time be owned or controlled, directly or indirectly, by such Person or by one or more of its Subsidiaries or by such Person and one or more of
its Subsidiaries, or (ii) any partnership, limited liability company, association, joint venture or similar business organization more than 50% of the
ownership interests having ordinary voting power of which shall at the time be so owned or controlled; provided that, for purposes of the
Transaction Documents, each JV Entity shall be deemed to not be a Subsidiary. Unless otherwise expressly provided, all references herein to a
“Subsidiary” shall mean a Subsidiary of the Company.
“SVO” means the Securities Valuation Office of the National Association of Insurance Commissioners (or any successor organization
acceding to the authority thereof).
“Transaction Documents” means this Agreement, the Notes, the Multiparty Guaranty, the Indemnity and Contribution Agreement, the
Collateral Documents, the Intercreditor Agreement and all other documents, instruments and agreements executed in connection herewith or
therewith or contemplated hereby or thereby, as the same may be amended, restated, supplemented or otherwise modified and in effect from time to
time.
“USA Patriot Act” means United States Public Law 107-56, Uniting and Strengthening America by Providing Appropriate Tools Required to
Intercept and Obstruct Terrorism (USA PATRIOT ACT) Act of 2001, as amended from time to time, and the rules and regulations promulgated
thereunder from time to time in effect.
“Wholly-Owned Subsidiary” of a Person means (i) any Subsidiary all of the outstanding voting securities of which shall at the time be owned
or controlled, directly or indirectly, by such Person or one or more Wholly-Owned Subsidiaries of such Person, or by such Person and one or more
Wholly-Owned Subsidiaries of such Person, or (ii) any partnership, limited liability company, association, joint venture or similar business
organization 100% of the ownership interests having ordinary voting power of which shall at the time be so owned or controlled.
“2010 Notes” is defined in Section 1B.
“2010 Notes Purchasers” means The Prudential Insurance Company of America, Pruco Life Insurance Company, Prudential Retirement
Insurance and Annuity Company and Prudential Annuities Life Assurance Corporation.
“2011 Notes” is defined in Section 1C.
“2011 Notes Purchasers” means The Prudential Insurance Company of America and Prudential Retirement Insurance and Annuity
Company.
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SCHEDULE 5.6
TAXES
None

SCHEDULE 5.8
SUBSIDIARIES
Wholly-owned subsidiaries of Encore Capital Group, Inc:
Midland Credit Management, Inc., a Kansas corporation
Midland Credit Management (Mauritius) Ltd., a Mauritius private limited company
Wholly-owned subsidiaries of Midland Credit Management, Inc.:
Midland Portfolio Services, Inc., a Delaware corporation
Ascension Capital Group, Inc., a Delaware corporation
Midland International LLC, a Delaware limited liability company
Wholly-owned subsidiaries of Midland Portfolio Services, Inc.:
Midland Funding LLC, a Delaware limited liability company
Midland Funding NCC-2 Corporation, a Delaware corporation
MRC Receivables Corporation, a Delaware corporation
Wholly-owned subsidiaries of Midland International LLC:
Midland India LLC, a Minnesota limited liability company
Midland Credit Management India Private Limited, an India private limited company
(Subsidiary owned 99.999% by Midland India LLC and .001% by Midland International LLC)

SCHEDULE 5.12
MATERIAL AGREEMENTS
None

SCHEDULE 10.4.1
PERMITTED INVESTMENTS
1)

Maximum Maturity
a)
The maximum allowable maturity for any security is 24 months. For securities where the interest rate is adjusted periodically (e.g.
floating rate securities), the reset date will be used to determine the maturity date.

2)

Eligible investments
a)
All investments will be held in US Dollars (other than investments held in Indian Rupees (INR), in an aggregate US Dollar equivalent
amount not to exceed $5,000,000 at any time).
b)
Specific instruments are limited to:
i)
Direct obligations of the U.S. Treasury including Treasury Bills, Notes and Bonds.
ii)
Federal Agency Securities which carry the direct or implied guarantee of the U.S. Government including Government National
Mortgage Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federal National Mortgage Association, Student
Loan Marketing Association, World Bank, and Tennessee Valley Authority, including Notes, Discount Notes, Medium Term
Notes and Floating Rate Notes.
iii)
Bank Certificates of Deposit and Bankers’ Acceptances including Eurodollar denominated and Yankee issues. Investments will
be limited to those institutions having capital and surplus in excess of $100,000,000 with total assets in excess of $2 billion and
which carry a Moody’s and Standard and Poor’s rating of A1/P1 or better.
iv)
Corporate Debt Securities consisting of commercial paper, rated A1/P1 or better and medium term notes and floating rate notes
issued by foreign or domestic corporations which pay in U.S. Dollars and carry a rating of AA or better.
v)
Short term Tax Exempt Securities including municipal notes rated A1/P1 or better; Municipal Notes rated SP-1/MIG-2 or better,
and Bonds rated AA or better.
vi)
Pre-refunded municipal bonds escrowed to maturity and backed by U.S. Treasury securities.
vii)
Repurchase agreements with major banks and dealers which are recognized as Primary Dealers by the Federal Reserve Bank of
New York. Collateral for these transactions must be U.S. Treasury or Agency (with the direct or implied guaranty of the U.S.
Government) securities only and valued at 102% of market value,
viii) Money-Market mutual funds which offer daily purchase and redemption and maintain a constant share price. The Borrower will
invest only in ‘no-load’ funds, which have a constant $1.00 NAV.
ix)
Money-Market interest bearing deposit accounts with banks that are members of the Federal Reserve Bank having capital and
surplus in excess of $100,000,000 and that maintain capital levels that are at or above federal banking regulators’ requirements
for well capitalized institutions.

3)

Concentration Limits
a)
U.S. Government, Federal Agency Obligations and Repurchase Agreements, or Institutional Funds investing in same: no limit
b)
Corporate and bank debt not to exceed $10 million per issuer.
c)
Municipal bond debt not to exceed $10 million per issuer.

SCHEDULE 10.4.2
EXISTING INVESTMENTS
Wholly-owned subsidiaries of Encore Capital Group, Inc:
Midland Credit Management, Inc., a Kansas corporation
Midland Credit Management (Mauritius) Ltd., a Mauritius private limited company
Wholly-owned subsidiaries of Midland Credit Management, Inc.:
Midland Portfolio Services, Inc., a Delaware corporation
Ascension Capital Group, Inc., a Delaware corporation
Midland International LLC, a Delaware limited liability company
Wholly-owned subsidiaries of Midland Portfolio Services, Inc.:
Midland Funding LLC, a Delaware limited liability company
Midland Funding NCC-2 Corporation, a Delaware corporation
MRC Receivables Corporation, a Delaware corporation
Wholly-owned subsidiaries of Midland International LLC:
Midland India LLC, a Minnesota limited liability company
Midland Credit Management India Private Limited, an India private limited company
Other Investments:
Assets of the Midland Credit Management, Inc. Executive Nonqualified Excess Plan are invested in various securities (mutual funds, money market
funds, & COLI) that match plan participants’ investments.

SCHEDULE 10.5
EXISTING INDEBTEDNESS
Amounts due pursuant to the following:
• Note and Security Agreement between California First Leasing Corporation and Midland Credit Management, Inc. (guaranteed by Encore Capital
Group, Inc.)
• Capital Lease Agreement between US Bancorp and Midland Credit Management, Inc. (guaranteed by Encore Capital Group, Inc.)
• Guaranty by Encore Capital Group, Inc. of the obligations of Midland Credit Management, Inc. under the lease for its San Diego facility
• Capital Equipment Lease Agreement between Cisco and Midland Credit Management, Inc. (guaranteed by Encore Capital Group, Inc.)
• Capital Equipment Lease Agreement between Dell and Midland Credit Management, Inc. (guaranteed by Encore Capital Group, Inc.)
• Lease Agreement between Sundance III, LLC and Encore Capital Group, Inc. for St. Cloud.
• Lease Agreement between Pranjiwan Lodhia and Lolita Lodhia and Encore Capital Group, Inc. for Phoenix.
• Lease Agreement between Dinesh Kimar and Manmahan Gaind and Midland Credit Management India Private Limited
• Lease Agreement between LBA Realty Fund-Holding Co. I, LLC. and Midland Credit Management, Inc for San Diego
• Lease Agreement between Arbors at Brookhollow, LLC and Midland Credit Management, Inc. for Arlington
• Lease Agreement between R.S. Technologies Private Limited and Midland Credit Management India Private Limited for India Towers B
• Lease Agreement between Ardent Enterprise and Midland Credit management, Inc. for San Diego
• Premium Finance Agreement between AFCO and Encore Capital Group, Inc.
• Insurance Policy Agreement between CNA and Encore Capital Group, Inc.
• Repurchase and putback obligations pursuant to agreements for the-sale of Receivables.
• Obligations to participants in the Midland Credit Management, Inc. Executive Nonqualified Excess Plan (deferred compensation plan)
• Obligations to participants in the Midland Credit Management, Inc. self-insured health insurance plans through Cigna and life insurance
through Lincoln Financial
• Capital Equipment Lease Agreement between IBM Global Finance and Midland Credit Management, Inc. (guaranteed by Encore Capital Group,
Inc.)

• Premium Finance Agreement between First Insurance Funding Corp and Encore Capital Group, Inc.
• Master Lease Agreement between Religare Finvest Limited and Midland Credit Management India Pvt. Ltd.

SCHEDULE 10.6
EXISTING LIENS
Original File Date
and Number
05-0027807281
9/6/05
05-0027807403
9/6/06
93861350
9/26/05
93996751
11/18/05
6289888
12/7/06

Debtor
ASCENSION CAPITAL GROUP, INC.

State
TX

Secured Party
JPMorgan Chase
Bank, N.A.
JPMorgan Chase
Bank, N.A.
Xerox Corporation

ASCENSION CAPITAL GROUP, INC.

TX

MIDLAND CREDIT MANAGEMENT, INC.

KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

6422299
11/1/07

EMCC Investment
Ventures, LLC

MIDLAND CREDIT MANAGEMENT, INC.

KS

70546051
2/11/08

Key Equipment
Finance Inc.

MIDLAND CREDIT MANAGEMENT, INC

KS

70609719
10/31/08

Key Equipment
Finance Inc.

MIDLAND CREDIT MANAGEMENT, INC.

KS

6549976
12/8/08

CSI Leasing, Inc.

IBM Credit LLC
Sherman
Acquisition LLC

Collateral Description
Equipment: Minolta EP1030
Lease #3961140
Equipment: Lease #007320570-005
Equipment: Xerox 411OCPC, WC265HC, WC275HC and
WC245HC
Equipment: Type 7310 7316 999 BCN422
Accounts identified on Accounts Schedule attached thereto,
together with the right to collect all principal interest or other
proceeds
Evidences sale from time to time of certain non-performing
consumer or credit card accounts by Debtor to Secured Party
as described in and pursuant to Terminated of Forward Flow
Purchase Agreement dated 10/30/2007
Equipment: Notice filing, Collateral defined therein is covered
by financing statement only to the extent such collateral is
provided to or obtained by Debtor in connection with present
or future leases, loans, conditional sale agreements or other
agreements with Secured Party and obligations funded by
Secured Party
Equipment: Notice filing, Collateral defined therein is covered
by financing statement only to the extent such collateral is
provided to or obtained by Debtor in connection with present
or future leases, loans, conditional sale agreements or other
agreements with Secured Party and obligations funded by
Secured Party
Equipment: various items of leased computer equipment
under Master Lease 246720

Original File Date
and Number
6566608
2/6/09

Secured Party
Roundup Funding,
L.L.C.

KS

6572085
2/20/09

Roundup Funding,
L.L.C.

MIDLAND CREDIT MANAGEMENT, INC.

KS

6579189
3/20/09

Roundup Funding,
L.L.C.

MIDLAND CREDIT MANAGEMENT, INC.

KS

70650044
5/7/09

MIDLAND CREDIT MANAGEMENT, INC.

KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

6608780
6/24/09
70669655
8/14/09

MIDLAND CREDIT MANAGEMENT, INC.

KS

70675785
9/15/09

MIDLAND CREDIT MANAGEMENT, INC.

KS

70681056
10/9/09

US Bancorp
Equipment Finance,
Inc.
Cisco Systems
Capital Corporation
US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.

Debtor
MIDLAND CREDIT MANAGEMENT, INC.

State
KS

MIDLAND CREDIT MANAGEMENT, INC.

Collateral Description
Certain consumer loans accounts which are believed to have
at least one obligor in a Bankruptcy Proceeding under the
U.S. Bankruptcy Code pursuant to an agreement between the
Seller and the Buyer, and proceeds arising therefrom
Certain consumer loans accounts which are believed to have
at least one obligor in a Bankruptcy Proceeding under the
U.S. Bankruptcy Code pursuant to an agreement between the
Seller and the Buyer, and proceeds arising therefrom
Certain consumer loans accounts which are believed to have
at least one obligor in a Bankruptcy Proceeding under the
U.S. Bankruptcy Code pursuant to an agreement between the
Seller and the Buyer, and proceeds arising therefrom
Equipment: Software and other personal property under
certain Equipment Schedule No. 2 to Master Lease
Agreement dated as of 6/9/03
Equipment: items of leased equipment described on Schedule
thereto
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03

Original File Date
and Number
70682237
10/16/09

Debtor
MIDLAND CREDIT MANAGEMENT, INC.

State
KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

70689760
11/24/09

MIDLAND CREDIT MANAGEMENT, INC.

KS

70690933
12/1/09

MIDLAND CREDIT MANAGEMENT, INC.

KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

6668172
2/1/10
70713826
2/3/10

MIDLAND CREDIT MANAGEMENT, INC.

KS

70727362
3/4/10

MIDLAND CREDIT MANAGEMENT, INC.

KS

70727370
3/4/10

MIDLAND CREDIT MANAGEMENT, INC.

KS

70727388
3/4/10

Secured Party
US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.
Cisco Systems
Capital Corporation
DELL Financial
Services L.L.C.

US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.

Collateral Description
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
For Informational Purposes Only: 1 5520CT CSI914057; 1
5520CT CS1914057C
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: items of leased equipment described on Schedule
thereto
All computer equipment, peripherals, and other equipment
and all of Lessee’s rights, title and interest in and to use any
software and services that are financed under and described in
Master Lease Agreement between Lessor and Lessee
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03

Original File Date
and Number
6693329
4/29/10
70759563
5/6/10

Debtor
MIDLAND CREDIT MANAGEMENT, INC.

State
KS

Secured Party
Cisco Systems
Capital Corporation
US Bancorp
Equipment Finance,
Inc.

MIDLAND CREDIT MANAGEMENT, INC.

KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

97854301
5/10/10

Velocity
Investments, LLC

MIDLAND CREDIT MANAGEMENT, INC.

KS

70770081
5/28/10

MIDLAND CREDIT MANAGEMENT, INC.

KS

70770727
5/28/10

MIDLAND CREDIT MANAGEMENT, INC.

KS

70770735
5/28/10

MIDLAND CREDIT MANAGEMENT, INC.

KS

70783084
6/24/10

US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.

Collateral Description
Equipment: items of leased equipment described on Schedule
thereto
For Informational Purposes Only: 1 455 CQD022671BW; 1
MR3022 MPC037087; 1 MJ1101 MWC092838; 1 FAX
BOARD GD1250; 1 455 CQD022707BW; 1 MR3022
MPC036976; 1 MJ1101 MWC092840; 1 FAX BOARD
GD1250; 1 523 CZK726576; 1 283 CUL736642; 1 283
CUL736662; 1 TE3500C CCJ718207; 1 283 CUL624837; 1
603 CQI827587; 1 453 CIH846926; 1 453 CIH846921; 1
283 CUF845329; 1 723 CRI819855; 1 723 CRI819854; 1
523 CZI831367; 1 TE167 CWH858154
All Debtor’s right, title and interest in and to all Loans
purchased under that certain Account Purchase Agreement
dated as of 12/11/06
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
For Informational Purposes Only: 1 MR3018 MSD092332; 1
MJ1101 MWE094948; 1 FAX BOARD GD1250; 1 4520C
CAE020101; 1 MR3018 MSD092331; 1 MJ1101
MWE094947; 1 FAX BOARD GD1250; 1 4520C
CAE020027CLR; 1 4520C CAE020101CLR; 1 523
CZK726576; 1 283 CUL736642; 1 283 CUL736662; 1
TE3500C CCJ718207CLR; 1 283 CUL624837; 1 603
CQI827587; 1 453 CIH846926; 1 453 CIH846921; 1 283
CUF845329; 1 723 CRI819855; 1 723 CRI819854; 1 4520C
CAE020027; 1 523 CZI831367; 1 TEI67 CWH858154

Original File Date
and Number
70785329
6/29/10
70807214
8/17/10

Debtor
MIDLAND CREDIT MANAGEMENT, INC.

State
KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

70807222
8/17/10

MIDLAND CREDIT MANAGEMENT, INC.

KS

70807305
8/17/10

MIDLAND CREDIT MANAGEMENT, INC.

KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

70827592
9/30/10
70828301
8/1/10
70845826
11/10/10

Secured Party
IBM Credit LLC
US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.
IBM Credit LLC
IBM Credit LLC
US Bancorp
Equipment Finance,
Inc.

Collateral Description
Equipment: All the equipment together with all related
software listed thereto
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: All the equipment together with all related
software listed thereto
Equipment: All the equipment together with all related
software listed thereto
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03

Original File Date
and Number
70845982
11/11/10

Debtor
MIDLAND CREDIT MANAGEMENT, INC.

State
KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

70854794
12/2/10

MIDLAND CREDIT MANAGEMENT, INC.

KS

MIDLAND CREDIT MANAGEMENT, INC.

KS

70868711
1/4/11
70871152
1/7/11

MIDLAND CREDIT MANAGEMENT, INC.

KS

MIDLAND CREDIT MANAGEMENT, INC.

CA

MIDLAND CREDIT MANAGEMENT, INC.

CA

05-7043415605
9/26/05

Portfolio Recovery
Associates

MIDLAND CREDIT MANAGEMENT, INC.

CA

06-7076079517
6/30/06

Portfolio Recovery
Associates

70880559
1/25/11
0417861155
6/22/04

Secured Party
US Bancorp
Equipment Finance,
Inc.
US Bancorp
Equipment Finance,
Inc.
IBM Credit LLC
US Bancorp
Equipment Finance,
Inc.
IBM Credit LLC
Portfolio Recovery
Associates, LLC

Collateral Description
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: All the equipment together with all related
software listed thereto
Equipment: all equipment, software and other personal
property that is financed by Lessor under certain Equipment
Schedule to Master Lease Agreement dated as of 6/9/03
Equipment: All the equipment together with all related
software listed thereto
All accounts, contract rights, chosen in action, accounts
receivables and general intangibles owned or acquired and
purchased by the Purchaser and sold by the Seller under
specified Purchase and Sale Agreement
All accounts, contract rights, chosen in action, accounts
receivables and general intangibles owned or acquired and
purchased by the Purchaser and sold by the Seller under
specified Purchase and Sale Agreement
All accounts, contract rights, choses in action, accounts
receivables and general intangibles owned or acquired and
purchased by the Purchaser and sold by the Seller under
specified Purchase and Sale Agreement

Original File Date
and Number
07-7098601038
1/12/07

Secured Party
Portfolio Recovery
Associates, LLC

CA

07-7113358378
5/9/07

Portfolio Recovery
Associates, LLC

MIDLAND CREDIT MANAGEMENT, INC.

CA

07-7119448900
6/26/07

Portfolio Recovery
Associates, LLC

MIDLAND CREDIT MANAGEMENT, INC.

CA

07-7120593377
7/3/07

Portfolio Recovery
Associates, LLC

MIDLAND CREDIT MANAGEMENT, INC.

CA

07-7127800335
8/31/07

Portfolio Recovery
Associates, LLC

MIDLAND CREDIT MANAGEMENT, INC.

CA

07-7132050500
10/3/07

Portfolio Recovery
Associates, LLC

MIDLAND CREDIT MANAGEMENT, INC.

CA

MIDLAND FUNDING LLC

DE

09-7211674825
10/20/09
20081650207
5/13/08

Noble Systems
Corporation
Senex Funding,
LLC

Debtor
MIDLAND CREDIT MANAGEMENT, INC.

State
CA

MIDLAND CREDIT MANAGEMENT, INC.

Collateral Description
All accounts, contract rights, choses in action, accounts
receivables and general intangibles owned or acquired and
purchased by the Purchaser and sold by the Seller under
specified Purchase and Sale Agreement
All accounts, contract rights, choses in action, accounts
receivables and general intangibles owned or acquired and
purchased by the Purchaser and sold by the Seller under
specified Purchase and . Sale Agreement
All accounts, contract rights, choses in action, accounts
receivables and general intangibles owned or acquired and
purchased by the Purchaser and sold by the Seller under
specified Purchase and Sale Agreement
All accounts, contract rights, choses in action, accounts
receivables and general intangibles owned or acquired and
purchased by the Purchaser and sold by the Seller under
specified Purchase and Sale Agreement
All accounts, contract rights, choses in action, accounts
receivables and general intangibles owned or acquired and
purchased by the Purchaser and sold by the Seller under
specified Purchase and Sale Agreement
All accounts, contract rights, choses in action, accounts
receivables and general intangibles owned or acquired and
purchased by the Purchaser and sold by the Seller under
specified Purchase and Sale Agreement
150 Agent Stations - Enterprise Contact Center
All accounts receivables sold and assigned pursuant to certain
Account Purchase Agreement dated as of 4/4/2008, all
proceeds thereof

Debtor
MIDLAND FUNDING NCC-2 CORPORATION

State
CA

Original File Date
and Number
0417861185
6/22/04

Secured Party
Portfolio Recovery
Associates, LLC

MRC RECEIVABLES CORPORATION

CA

0407660973
3/9/04

PRA III, LLC

MRC RECEIVABLES CORPORATION

CA

0417861158
6/22/04

Portfolio Recovery
Associates, LLC

Collateral Description
All accounts, contract rights, chosen in action, accounts
receivables and general intangibles owned or acquired and
purchased by the Secured Party and sold . by the Debtor
under specified Purchase and Sale Agreement
All accounts, contract rights, choses in action, accounts
receivables and general intangibles owned or acquired and
purchased by the Purchaser and sold by the Seller under
specified Purchase and Sale Agreement
All accounts, contract rights, chores in action, accounts
receivables and general . intangibles owned or acquired and
purchased by the Purchaser and sold by the Seller under
specified Purchase and Sale Agreement

Obligations with respect to collected funds on third-party accounts pursuant to the Servicing Agreement dated as of December 27, 2000
among CCS Receivables Management, LLC, Daiwa Finance Corporation and Midland Credit Management, Inc., as amended (Service Agreement
assigned to by CCS Receivables Management, LLC to Arrow Financial Services LLC effective March 31, 2005).
Obligations with respect to collected funds on third-party accounts pursuant to servicing agreements between Ascension Capital Group, Inc.
and its clients.

EXHIBIT A-1
[FORM OF 2010 NOTE]
ENCORE CAPITAL GROUP, INC.
7.75% SENIOR SECURED NOTE DUE SEPTEMBER 17, 2017
No. [
$[

]
]

[Date]
PPN: 292554 A*3

FOR VALUE RECEIVED, the undersigned, ENCORE CAPITAL GROUP, INC. (herein called the “Company”), a company organized and
existing under the laws of Delaware, hereby promises to pay to [
], or registered assigns, the principal sum of [
] DOLLARS (or
so much thereof as shall not have been prepaid) on September 17, 2017, with interest (computed on the basis of a 360-day year of twelve 30-day
months) (a) on the unpaid balance hereof at the rate of 7.75% per annum from the date hereof, payable at maturity and quarterly, on the 17th day of
each March, June, September and December in each year, commencing with the March 17, June 17, September 17 or December 17 next succeeding
the date hereof until the principal hereof shall have become due and payable, and (b) at a rate per annum from time to time equal to the greater of
(i) 9.75% and (ii) 2% over the rate of interest publicly announced by JPMorgan Chase Bank from time to time in New York, New York as its “base”
or “prime” rate (A) on any overdue payment of interest, and (B) following the occurrence and during the continuance of an Event of Default on the
unpaid principal balance, any overdue payment of interest and any overdue payment of any Make-Whole Amount, in the case of this clause (b),
payable at maturity and quarterly as aforesaid (or, at the option of the registered holder hereof, on demand).
Payments of principal of, interest on and any Make-Whole Amount with respect to this Note are to be made in lawful money of the United
States of America at JPMorgan Chase Bank, New York, New York or at such other place as the holder hereof shall designate to the Company in
writing as provided in the Agreement referred to below.
This Note is one of a series of senior secured notes (herein called the “Notes”) issued pursuant to an Amended and Restated Senior Secured
Note Purchase Agreement, dated as of February 10, 2011 (as from time to time amended, amended and restated, supplemented or otherwise
modified, the “Agreement”), between the Company, on the one hand, and the other Persons party thereto, on the other hand, and is entitled to the
benefits thereof. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality provisions set forth in
Section 20 of the Agreement, and (ii) made the representation set forth in Section 6.2 of the Agreement. Unless otherwise indicated, capitalized
terms used in this Note shall have the respective meanings ascribed to such terms in the Agreement.
This Note is a registered Note and, as provided in the Agreement, upon surrender of this Note for registration of transfer, duly endorsed, or
accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in writing,
a replacement Note for a like principal amount will be issued to, and registered in the

name of, the transferee. Prior to due presentment for registration of transfer, the Company may treat the person in whose name this Note is
registered as the owner hereof for the purpose of receiving payment and for all other purposes, and the Company will not be affected by any notice
to the contrary.
The Company will make required prepayments of principal on the dates and in the amounts specified in the Agreement. This Note is also
subject to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Agreement, but not otherwise.
This Note is secured by, and entitled to the benefits of, the Collateral Documents. Reference is made to the Collateral Documents for the terms
and conditions governing the collateral security for the obligations of the Company hereunder.
If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the
manner, at the price (including any applicable Make-Whole Amount) and with the effect, provided in the Agreement.
This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New
York excluding choice-of-law principles of the law of such state that would permit the application of the laws of a jurisdiction other than such state.
ENCORE CAPITAL GROUP, INC.
By:
Name:
Title:

EXHIBIT A-2
[FORM OF 2011 NOTE]
ENCORE CAPITAL GROUP, INC.
7.375% SENIOR SECURED NOTE DUE FEBRUARY 10, 2018
No. [
$[

]
]

[Date]
PPN: 292554 A@1

FOR VALUE RECEIVED, the undersigned, ENCORE CAPITAL GROUP, INC. (herein called the “Company”), a company organized and
existing under the laws of Delaware, hereby promises to pay to [
], or registered assigns, the principal sum of [
] DOLLARS (or
so much thereof as shall not have been prepaid) on February 10, 2018, with interest (computed on the basis of a 360-day year of twelve 30-day
months) (a) on the unpaid balance hereof at the rate of 7.375% per annum from the date hereof, payable at maturity and quarterly, on the 10th day of
each February, May, August and November in each year, commencing with the February 10, May 10, August 10 or November 10 next succeeding
the date hereof until the principal hereof shall have become due and payable, and (b) at a rate per annum from time to time equal to the greater of
(i) 9.375% and (ii) 2% over the rate of interest publicly announced by JPMorgan Chase Bank from time to time in New York, New York as its “base”
or “prime” rate (A) on any overdue payment of interest, and (B) following the occurrence and during the continuance of an Event of Default on the
unpaid principal balance, any overdue payment of interest and any overdue payment of any Make-Whole Amount, in the case of this clause (b),
payable at maturity and quarterly as aforesaid (or, at the option of the registered holder hereof, on demand).
Payments of principal of, interest on and any Make-Whole Amount with respect to this Note are to be made in lawful money of the United
States of America at JPMorgan Chase Bank, New York, New York or at such other place as the holder hereof shall designate to the Company in
writing as provided in the Agreement referred to below.
This Note is one of a series of senior secured notes (herein called the “Notes”) issued pursuant to an Amended and Restated Senior Secured
Note Purchase Agreement, dated as of February 10, 2011 (as from time to time amended, amended and restated, supplemented or otherwise
modified, the “Agreement”), between the Company, on the one hand, and the other Persons party thereto, on the other hand, and is entitled to the
benefits thereof. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality provisions set forth in
Section 20 of the Agreement, and (ii) made the representation set forth in Section 6.2 of the Agreement. Unless otherwise indicated, capitalized
terms used in this Note shall have the respective meanings ascribed to such terms in the Agreement.
This Note is a registered Note and, as provided in the Agreement, upon surrender of this Note for registration of transfer, duly endorsed, or
accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in writing,
a replacement Note for a like principal amount will be issued to, and registered in the

name of, the transferee. Prior to due presentment for registration of transfer, the Company may treat the person in whose name this Note is
registered as the owner hereof for the purpose of receiving payment and for all other purposes, and the Company will not be affected by any notice
to the contrary.
The Company will make required prepayments of principal on the dates and in the amounts specified in the Agreement. This Note is also
subject to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Agreement, but not otherwise.
This Note is secured by, and entitled to the benefits of, the Collateral Documents. Reference is made to the Collateral Documents for the terms
and conditions governing the collateral security for the obligations of the Company hereunder.
If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the
manner, at the price (including any applicable Make-Whole Amount) and with the effect, provided in the Agreement.
This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New
York excluding choice-of-law principles of the law of such state that would permit the application of the laws of a jurisdiction other than such state.
ENCORE CAPITAL GROUP, INC.
By:
Name:
Title:

Exhibit B-1
[FORM OF] MULTIPARTY GUARANTY
This MULTIPARTY GUARANTY (“Guaranty”), dated as of September 20, 2010, is made jointly and severally by each of the Persons listed
on the signature pages hereof as Guarantors and each of the other Persons that from time to time becomes an Additional Guarantor pursuant to the
terms of Section 14 hereof (each a “Guarantor” and collectively the “Guarantors”), in favor of each of the holders from time to time of the Notes as
defined in the below-defined Note Agreement (each a “Beneficiary” and collectively as the “Beneficiaries”). Capitalized terms used but not
defined herein shall have the meanings given to them in the Note Agreement (as defined below).
RECITALS
A. Encore Capital Group, Inc., a Delaware corporation (the “Company”), has entered into that certain Senior Secured Note Purchase
Agreement, dated concurrently herewith (as amended, restated, supplemented or otherwise modified from time to time, the “Note Agreement”),
between the Company, on the one hand, and the Purchasers named therein, on the other hand.
B. Each Guarantor is a member of an affiliated group of companies that includes the Company and each of the Guarantors, and the proceeds
from the issuance and sale of the Notes will be used, in part, to enable the Company and the Guarantors to make transfers amongst themselves in
connection with their respective operations. Each Guarantor will receive direct and indirect benefits from the issuance of the Notes and the other
transactions contemplated by the Note Agreement.
C. The Note Agreement requires that Persons which become Subsidiaries of the Company after the date of the execution and delivery of the
Note Agreement shall execute and deliver this Guaranty (or a counterpart signature page to this Guaranty pursuant to Section 14).
GUARANTY
NOW, THEREFORE, in consideration of the foregoing and for other good and valuable consideration, the receipt and sufficiency of which is
hereby acknowledged, each Guarantor hereby agrees as follows:
1.

GUARANTY.

(a) Unconditional Guaranty. Each Guarantor hereby unconditionally, absolutely and irrevocably guarantees to each of the Beneficiaries
the complete payment when due (whether at stated maturity, by acceleration or otherwise) and due performance of all Guaranteed
Obligations. The term “Guaranteed Obligations” means all loans, advances, debts, liabilities and obligations for monetary amounts and
otherwise from time to time owing by the Company to the Beneficiaries in connection with the Note Agreement, the Notes and the other
Transaction Documents, whether due or to become due, matured or unmatured, liquidated or unliquidated, contingent or non-contingent, and

all covenants and duties regarding such amounts, of any kind or nature, present or future, whether or not evidenced by any note, agreement
or instrument, arising under or in respect of the Note Agreement, the Notes or the other Transaction Documents. This term includes all
principal, interest (including interest that accrues after the commencement with respect to the Company of any action under applicable
bankruptcy law), Make-Whole Amount, if any, or other prepayment consideration, if any, overdue interest, indemnification payments, fees
(including non-usage fees), expenses, costs or other sums (including, without limitation, all reasonable and documented fees and
disbursements of any law firm or other external counsel to the Beneficiaries) chargeable to the Company under the Note Agreement, the
Notes or the other Transaction Documents.
(b) Reimbursement of Expenses by Guarantors. Each Guarantor also agrees to pay upon demand all costs and expenses of the
Beneficiaries (including, without limitation, all reasonable and documented fees and disbursements of any law firm or other external counsel to
the Beneficiaries) incurred by the Beneficiaries in enforcing any rights under this Guaranty or any other Transaction Documents to which
such Guarantor is a party.
(c) Guaranteed Obligations Unaffected. No payment or payments made by any other Guarantor, guarantor or by any other Person, or
received or collected by any of the Beneficiaries from any other Guarantor, guarantor or from any other Person by virtue of any action or
proceeding or any setoff or appropriation or application at any time or from time to time in reduction of or in payment of the Guaranteed
Obligations shall be deemed to modify, reduce, release or otherwise affect the liability of each of the Guarantors hereunder which shall,
notwithstanding any such payments, remain liable for the Guaranteed Obligations, subject to Section 7 below, until the Guaranteed
Obligations are paid in full.
(d) Joint and Several Liability. All Guarantors and their respective successors and assigns shall be jointly and severally liable for the
payment of the Guaranteed Obligations and the expenses required to be reimbursed to the Beneficiaries pursuant to Section 1(b) above,
notwithstanding any relationship or contract of co-obligation by or among the Guarantors or their successors and assigns.
(e) Enforcement of Guaranteed Obligations. Each Guarantor hereby jointly and severally agrees, in furtherance of the foregoing and not
in limitation of any other right that any Beneficiary may have at law or in equity against any Guarantor by virtue hereof, that upon the failure
of the Company to pay any of the Guaranteed Obligations when and as the same shall become due, whether at stated maturity, by required
prepayment, declaration, acceleration, demand or otherwise (including amounts that would become due but for the operation of the automatic
stay under Section 362(a) of the United States Bankruptcy Code, 11 U.S.C. § 362(a)), that the Guarantors will upon demand pay, or cause to be
paid, in cash, the unpaid amount of all Guaranteed Obligations owing to the Beneficiary or Beneficiaries making such demand an amount
equal to all of the Guaranteed Obligations then due to such Beneficiary or Beneficiaries.
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(f) Notice of Payment Under Guaranty. Each Guarantor agrees that whenever, at any time, or from time to time, it shall make any
payment to any of the Beneficiaries on account of its liability hereunder, it will notify such Beneficiary in writing that such payment is
made under this Guaranty for such purpose.
2.

SUBROGATION.

Notwithstanding any payment or payments made by any Guarantor hereunder, each Guarantor hereby irrevocably waives, solely with respect
to such payment or payments, any and all rights of subrogation to the rights of the Beneficiaries against the Company and, except to the extent
otherwise provided in the Indemnity and Contribution Agreement, any and all rights of contribution, reimbursement, repayment, assignment,
indemnification or implied contract or any similar rights against the Company, any endorser or other guarantor of all or any part of the Guaranteed
Obligations, in each case until such time as the Guaranteed Obligations shall have been paid in full in cash (subject to Section 7 below). In
furtherance of the foregoing, for so long as any Guaranteed Obligations shall remain outstanding, no Guarantor shall take any action or commence
any proceeding against the Company or any other guarantor of the Guaranteed Obligations (or any of their respective successors, transferees or
assigns, whether in connection with a bankruptcy proceeding or otherwise), to recover any amounts in respect of payments made under this
Guaranty to the Beneficiaries.
If, notwithstanding the foregoing, any amount shall be paid to any Guarantor on account of such subrogation or other rights at any time
when all of the Guaranteed Obligations shall not have been paid in full in cash (subject to Section 7 below), such amount shall be held by such
Guarantor in trust for the Beneficiaries, segregated from other funds of such Guarantor, and shall, forthwith upon receipt by such Guarantor, be
turned over (i) to each Beneficiary (ratably based on the principal amount outstanding of Notes held by such Beneficiary at such time as a
percentage of the aggregate principal amount outstanding of Notes held by all the Beneficiaries at such time) in the exact form received by such
Guarantor (duly endorsed by such Guarantor to such Beneficiary if required), to be applied against the Guaranteed Obligations, whether matured or
unmatured, in such order as such Beneficiary may determine, or (ii) as a court of competent jurisdiction may otherwise direct.
3.

AMENDMENTS, ETC., WITH RESPECT TO THE GUARANTEED OBLIGATIONS.

Each Guarantor shall remain obligated hereunder notwithstanding: (a) that any demand for payment of any of the Guaranteed Obligations
made by any Beneficiary may be rescinded by such Beneficiary, and any of the Guaranteed Obligations continued; (b) that any of the Note
Agreement, the Notes, the other Transaction Documents or any other document executed in connection with any of them may be renewed,
extended, amended, modified, supplemented or terminated, in whole or in part (and each Guarantor expressly waives, any and all of its rights to
consent to any of the foregoing actions described in this clause (b) and agrees that no such action, absent such Guarantor’s consent, will result in
the exoneration of such Guarantor under applicable law); (c) that any guaranty, collateral or right of setoff at any time held by any Person for the
payment of the Guaranteed Obligations may be obtained, sold, exchanged, waived, surrendered or released; (d) any loss or impairment of any rights
of subrogation, reimbursement,
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repayment, contribution, indemnification or other similar rights of any Guarantor against the Company, any other Guarantor or any other Person
with respect to all or any part of the Guaranteed Obligations; (e) any assignment or other transfer by any holder of the Notes of any part of the
Guaranteed Obligations or the Notes; (f) any impossibility of performance, impracticability, frustration of purpose or illegality under the Note
Agreement, the Notes or any other Transaction Document or any force majeure or act of any governmental authority; or (g) any reorganization,
merger, amalgamation or consolidation of the Company or any Guarantor with or into any other Person. Each Guarantor hereby waives, any and all
defenses, counterclaims or offsets which such Guarantor might or could have by reason of any of the foregoing and any other defense or objection
which such Guarantor might or could have to the absolute, primary and continuing nature, or the validity, enforceability or amount of this Guaranty
(other than any defense based upon the final payment in full in cash and performance in full of the Guaranteed Obligations).
4.

GUARANTY ABSOLUTE AND UNCONDITIONAL.

Each Guarantor waives any and all notice of the creation, renewal, extension, amendment, modification or accrual of any of the Guaranteed
Obligations and notice of or proof of reliance by any Beneficiary upon this Guaranty or acceptance of this Guaranty. The Note Agreement, the
Notes, the other Transaction Documents and the Guaranteed Obligations in respect of any of them shall conclusively be deemed to have been
created, contracted for or incurred in reliance upon this Guaranty; and all dealings between the Company or the Guarantors, on the one hand, and
any of the Beneficiaries, on the other, shall likewise conclusively be presumed to have been had or consummated in reliance upon this Guaranty.
Each Guarantor waives diligence, presentment, protest, demand for payment and notice of default or nonpayment to or upon the Company, the
other Guarantors, any other guarantor or itself with respect to the Guaranteed Obligations. This Guaranty shall be construed as a continuing,
irrevocable, absolute and unconditional guaranty of payment, performance and compliance when due (and not of collection) and is a primary
obligation of each Guarantor without regard to (a) the validity or enforceability of the Note Agreement, the Notes, the other Transaction
Documents, any of the Guaranteed Obligations or any other guaranty or right of setoff with respect thereto at any time or from time to time held by
any Beneficiary, (b) any defense, setoff or counterclaim (other than a defense of payment or performance) which may at any time be available to or
be asserted by the Company or any one or more of the other Guarantors against any Beneficiary, or (c) any other circumstance whatsoever (with or
without notice to or knowledge of the Company or any other Guarantor or guarantor) which constitutes, or might be construed to constitute, an
equitable or legal discharge of the Company, the other Guarantors or any other guarantor of the Guaranteed Obligations, in bankruptcy or in any
other instance.
When pursuing its rights and remedies hereunder against any of the Guarantors, any Beneficiary may, but shall be under no obligation to,
pursue such rights and remedies as it may have against any other Guarantor or any other Person under a guaranty of the Guaranteed Obligations or
any right of setoff with respect thereto, and any failure by such Beneficiary to pursue such other rights or remedies or to collect any payments from
any such other Guarantor or Person or to realize upon any such guaranty or to exercise any such right of setoff, or any release of any such other
Guarantor or Person or any such guaranty or right of setoff, shall not relieve
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the Guarantors of any liability hereunder, and shall not impair or affect the rights and remedies, whether express, implied or available as a matter of
law, of each of the Beneficiaries against the Guarantors.
Without limiting the generality of the foregoing, to the fullest extent permitted by law, each Guarantor waives any rights and defenses which
are or may become available to such Guarantor by reason of California Civil Code §§2787 through 2855, 2899 and 3433 and California Code of Civil
Procedure §§580a, 580b, 580d and 726. Accordingly, each Guarantor waives all rights and defenses that such Guarantor may have because the
Company’s debt is secured by real property. This means, among other things: (A) the Beneficiaries may collect from such Guarantor without first
foreclosing on any real or personal property Collateral pledged by the Company; and (B) if the Collateral Agent forecloses on any real property
Collateral pledged by the Company: (1) the amount of the debt may be reduced only by the price for which that Collateral is sold at the foreclosure
sale, even if the Collateral is worth more than the sale price, and (2) the Beneficiaries may collect from such Guarantor even if the Collateral Agent,
by foreclosing on the real property Collateral, has destroyed any right such Guarantor may have to collect from the Company. This is an
unconditional and irrevocable waiver of any rights and defenses any Guarantor may have because the Company’s debt is secured by real property.
These rights and defenses include, but are not limited to, any rights of defenses based upon §§580a, 580b, 580d or 726 of the California Code of
Civil Procedure. Further, each Guarantor waives any right or defense it may have at law or equity, including California Code of Civil Procedure
§580a, to a fair market value hearing or action to determine a deficiency judgment after a foreclosure. As provided below, this Guaranty shall be
governed by, and construed in accordance with, the laws of the State of New York. The foregoing is included solely out of an abundance of
caution, and shall not be construed to mean that any of the above referenced provisions of California law are in any way applicable to this Guaranty
or the Guaranteed Obligations.
5.

DUTY OF GUARANTORS TO STAY INFORMED.

Each of the Guarantors hereby agrees that it has complete and absolute responsibility for keeping itself informed of the business, operations,
properties, assets, condition (financial or otherwise) of the Company, the other Guarantors, any and all endorsers and any and all guarantors of the
Guaranteed Obligations and of all other circumstances bearing upon the risk of nonpayment of the obligations evidenced by the Notes or the
Guaranteed Obligations, and each of the Guarantors further agrees that the Beneficiaries shall have no duty, obligation or responsibility to advise it
of any such facts or other information, whether now known or hereafter ascertained, and each Guarantor hereby waives any such duty, obligation
or responsibility on the part of the Beneficiaries to disclose such facts or other information to any Guarantor.
6.

REPRESENTATIONS AND WARRANTIES.

Each Guarantor hereby represents and warrants to each of the Beneficiaries that, as of the date such Person becomes a party hereto:
(a) Such Guarantor, if it is a corporation, limited partnership or limited liability company, has all requisite organizational power and
authority to own its
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properties and to carry on its business as currently conducted and as proposed to be conducted, and to execute and deliver this Guaranty
and to perform its obligations hereunder;
(b) Such Guarantor, if it is a general partnership, has all requisite partnership power and authority to conduct its business, to own and
lease its property or assets, to execute and deliver this Guaranty and to perform its obligations hereunder;
(c) The execution, delivery and performance by such Guarantor of this Guaranty have been duly authorized by all necessary corporate,
limited liability company or partnership action;
(d) This Guaranty constitutes a valid and binding obligation of such Guarantor, enforceable against such Guarantor in accordance with
its terms, except as the enforceability thereof may be subject to or limited by bankruptcy, insolvency, reorganization, arrangement, moratorium
or other similar laws relating to or affecting the rights of creditors generally and general principles of equity, regardless of whether such
enforceability is considered in a proceeding at law or in equity;
(e) Such Guarantor has made its appraisal of and investigation into the business, prospects, operations, property or assets, condition
(financial or otherwise) and creditworthiness of the Company and the other Guarantors and has made its decision to enter into this Guaranty
independently based on such documents and information as it has deemed appropriate and without reliance upon any of the Beneficiaries or
any of their partners, directors, trustees, members, officers, agents, designees or employees, and such Guarantor has established adequate
means of obtaining from the Company and the other Guarantors, on a continuing basis, financial or other information pertaining to the
business, prospects, operations, property, assets, condition (financial or otherwise) of the Company and the other Guarantors;
(f) Neither such Guarantor nor its properties or assets have any immunity from jurisdiction of any court or from any legal process
(whether through service of process or notice, attachment prior to judgment, attachment in aid of execution, execution or otherwise) under
applicable law; and
(g) Each of the representations and warranties set forth in Section 5 of the Note Agreement, to the extent it pertains to such Guarantor
given its status as a Subsidiary of the Company, is true and correct.
7.

TERMINATION; REINSTATEMENT.

This Guaranty shall remain in full force and effect until all Guaranteed Obligations shall have been satisfied by irrevocable payment in full in
cash, upon the occurrence of which this Guaranty shall, subject to the immediately succeeding sentence, terminate. This Guaranty shall continue to
be effective, or be reinstated, as the case may be, if at any time the payment, or any part thereof, of any of the Guaranteed Obligations is rescinded
or otherwise must be restored or returned by any Beneficiary in connection with the insolvency, bankruptcy, dissolution, liquidation or
reorganization of the Company or any other Guarantor or in connection with the
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application of applicable fraudulent conveyance or fraudulent transfer law, all as though such payments had not been made.
8.

PAYMENTS.

Each Guarantor hereby agrees that upon demand the Guaranteed Obligations will be paid to each of the Beneficiaries without setoff or
counterclaim in U.S. dollars in immediately available funds at the location specified by such Beneficiary pursuant to the Note Agreement.
9.

SEVERABILITY.

Whenever possible, each provision of this Guaranty shall be interpreted in such manner as to be effective and valid under all applicable laws
and regulations. If, however, any provision of this Guaranty shall be prohibited by or invalid under any such law or regulation, it shall be deemed
modified to conform to the minimum requirements of such law or regulation, or, if for any reason it is not deemed so modified, it shall be ineffective
and invalid only to the extent of such prohibition or invalidity without the remainder thereof or any of the remaining provisions of this Guaranty
being prohibited or invalid.
10.

HEADINGS.

Section headings in this Guaranty are included herein for convenience of reference only and shall not constitute a part of this Guaranty for
any other purpose or be given any substantive effect.
11.

APPLICABLE LAW.

THIS GUARANTY SHALL BE GOVERNED BY, AND SHALL BE CONSTRUED AND ENFORCED IN ACCORDANCE WITH, THE
INTERNAL LAWS OF THE STATE OF NEW YORK, EXCLUDING CHOICE-OF-LAW PRINCIPLES OF THE LAW OF SUCH STATE THAT
WOULD PERMIT THE APPLICATION OF THE LAWS OF A JURISDICTION OTHER THAN SUCH STATE.
12.

ENTIRE AGREEMENT.

This Guaranty constitutes the entire agreement among the parties hereto relating to the subject matter hereof and supersedes any and all prior
or contemporaneous commitments, agreements, representations, and understandings, whether written or oral, relating to the subject matter hereof
and may not be contradicted or varied by evidence of prior, contemporaneous, or subsequent oral agreements or discussions of the Guarantors, on
the one hand, and the Beneficiaries, on the other hand. There are no oral agreements between the Guarantors, on the one hand, and the
Beneficiaries, on the other hand.
13.

CONSTRUCTION.

Each of the Guarantors and the Beneficiaries acknowledges that it has had the benefit of legal counsel of its own choice and has been
afforded an opportunity to review this Guaranty with such legal counsel.
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14.

ADDITIONAL GUARANTORS.

The initial Guarantors hereunder shall be those Subsidiaries of the Company as are signatories hereto on the date hereof. From time to time
subsequent to the date hereof, additional Persons may become parties hereto, as additional Guarantors (each an “Additional Guarantor”), in
accordance with the terms of Section 9.7 of the Note Agreement by executing a counterpart of this Guaranty. Upon delivery of any such executed
counterpart, notice of which is hereby waived by the Guarantors, each such Additional Guarantor shall be a Guarantor under this Guaranty with the
same force and effect, and subject to the same agreements, representations, guaranties, indemnities, liabilities and obligations as if such Additional
Guarantor were an original signatory hereof. Each Guarantor expressly agrees that its obligations arising hereunder shall not be affected or
diminished by the addition or release of any other Guarantor hereunder, nor by any election of the Beneficiaries not to cause any Person otherwise
obligated to become a Guarantor hereunder pursuant to the terms of the Note Agreement to become an Additional Guarantor hereunder. This
Guaranty shall be fully effective as to any Guarantor that is or becomes a party hereto regardless of whether any other Person becomes or fails to
become or ceases to be a Guarantor hereunder. The execution of a counterpart of this Guaranty by any Person shall not require the consent of any
other Guarantor and all of the Guaranteed Obligations of each Guarantor under this Guaranty shall remain in full force and effect notwithstanding
the addition of any Additional Guarantor to this Guaranty.
15.

COUNTERPARTS; EFFECTIVENESS.

This Guaranty and any amendments, waivers, consents, or supplements may be executed in any number of counterparts and by different
parties hereto in separate counterparts, each of which when so executed and delivered shall be deemed an original, but all of which counterparts
together shall constitute but one and the same instrument.
This Guaranty shall become effective as to each Guarantor upon the execution and delivery of a counterpart hereof by such Guarantor
(whether or not a counterpart hereof shall have been executed by any other Person) and receipt of written or telephonic notification of such
execution and authorization of delivery thereof.
Delivery of an executed counterpart hereof by any Guarantor by facsimile or electronic pdf shall be as effective as delivery of a manually
executed counterpart hereof and shall be considered a representation that an original executed counterpart hereof will be delivered.
16.

WAIVERS AND AMENDMENTS; SUCCESSORS AND ASSIGNS.

No amendment or waiver of any term or provision of this Guaranty or consent to any departure by any Guarantor therefrom shall in any event
be effective unless the same is in writing and signed by the Required Holders, and in the case of an amendment, the Required Holders and the
Guarantors; provided, however, that no such amendment reducing any payment obligations under this Guaranty shall be effective unless signed
by each Beneficiary. This Guaranty is a continuing guaranty and shall be binding upon each Guarantor and its successors and assigns; provided,
however, that no Guarantor shall assign this Guaranty or any of the rights or obligations of such Guarantor hereunder without the prior written
consent of the Required
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Holders. This Guaranty shall inure to the benefit of each of the Beneficiaries and its successors, assigns and transferees.
17.

ADDRESS FOR NOTICES.

All notices and communications provided for hereunder shall be in writing and sent by first class mail or nationwide overnight delivery
service (with charges prepaid) and (i) if to any Purchaser or its nominee, addressed as specified for such communications in the Purchaser Schedule
attached to the Note Agreement, or at such other address as such Purchaser or its nominee shall have specified to the Company, on behalf of each
of the Guarantors, in writing, (ii) if to any other Beneficiary, addressed to such Person at such address as it shall have specified in writing to the
Company or, if any such Person shall not have so specified an address, then addressed to such Person in care of the last holder of Notes held by
such Person which shall have so specified an address to the Company, and (iii) if to any Guarantor, addressed to such Guarantor care of the
Company at 8875 Aero Drive, Suite 200, San Diego, California 92123, Attention: Chief Financial Officer.
18.

FAILURE OR INDULGENCE NOT WAIVER; REMEDIES CUMULATIVE.

No failure or delay on the part of any Beneficiary in the exercise of any power, right or privilege hereunder shall impair such power, right or
privilege or be construed to be a waiver of any default or acquiescence therein, nor shall any single or partial exercise of any such power, right or
privilege preclude other or further exercise thereof or of any other right, power or privilege. All rights and remedies existing under this Guaranty are
cumulative to, and not exclusive of, any rights or remedies otherwise available.
19.

PERSONAL JURISDICTION.

Each Guarantor irrevocably agrees that any legal action or proceeding with respect to this Guaranty, the other Transaction Documents or any
of the agreements, documents or instruments delivered in connection herewith shall be brought in the courts of the State of New York or the United
States of America for the Southern District of New York as the Required Holders may elect, and, by execution and delivery hereof, each Guarantor
accepts and consents to, for itself and in respect of its property, generally and unconditionally, the jurisdiction of the aforesaid courts and agrees
that such jurisdiction shall be exclusive, unless waived by the Required Holders in writing, with respect to any action or proceeding brought by
such Guarantor against any Beneficiary. Each Guarantor hereby waives, to the full extent permitted by law, any right to stay or to dismiss any
action or proceeding brought before said courts on the basis of forum non conveniens.
20.

WAIVER OF JURY TRIAL.

THE PARTIES HERETO AGREE TO WAIVE THEIR RESPECTIVE RIGHTS TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION
BASED UPON OR ARISING OUT OF THIS GUARANTY, ANY OTHER TRANSACTION DOCUMENT, OR ANY DEALINGS BETWEEN OR
AMONG THEM RELATING TO THE SUBJECT MATTER OF THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY AND THE
LENDER/BORROWER RELATIONSHIP THAT IS BEING ESTABLISHED.
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THE SCOPE OF THIS WAIVER IS INTENDED TO BE ALL-ENCOMPASSING OF ANY AND ALL DISPUTES THAT MAY BE FILED IN ANY
COURT AND THAT RELATE TO THE SUBJECT MATTER OF THIS TRANSACTION, INCLUDING WITHOUT LIMITATION, CONTRACT
CLAIMS, TORT CLAIMS, BREACH OF DUTY CLAIMS, AND ALL OTHER COMMON LAW AND STATUTORY CLAIMS. EACH OF THE
PARTIES HERETO ACKNOWLEDGE THAT THIS WAIVER IS A MATERIAL INDUCEMENT TO ENTER INTO THIS BUSINESS
RELATIONSHIP, THAT EACH HAS ALREADY RELIED ON THE WAIVER IN ENTERING INTO THIS GUARANTY AND THE OTHER
TRANSACTION DOCUMENTS, AND THAT EACH WILL CONTINUE TO RELY ON THE WAIVER IN THEIR RELATED FUTURE DEALINGS.
EACH OF THE PARTIES HERETO FURTHER WARRANT AND REPRESENT THAT EACH HAS REVIEWED THIS WAIVER WITH ITS
LEGAL COUNSEL, AND THAT EACH KNOWINGLY AND VOLUNTARILY WAIVES ITS JURY TRIAL RIGHTS FOLLOWING
CONSULTATION WITH LEGAL COUNSEL. IN THE EVENT OF LITIGATION, THIS GUARANTY MAY BE FILED AS A WRITTEN CONSENT
TO A TRIAL BY THE COURT.
[Remainder of page intentionally left blank; signature pages follow.]
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IN WITNESS WHEREOF, the undersigned has caused this Guaranty to be duly executed as of the date first above written.
GUARANTORS:
ASCENSION CAPITAL GROUP, INC.,
a Delaware corporation
By:
Name:
Title:
MIDLAND CREDIT MANAGEMENT, INC.,
a Kansas corporation
By:
Name:
Title:
MIDLAND FUNDING LLC,
a Delaware limited liability company
By:
Name:
Title:
MIDLAND FUNDING NCC-2 CORPORATION,
a Delaware corporation
By:
Name:
Title:
MIDLAND INTERNATIONAL LLC,
a Delaware limited liability company
By:
Name:
Title:
[SIGNATURE PAGE TO MULTIPARTY GUARANTY]

MIDLAND PORTFOLIO S ERVICES, INC.,
a Delaware corporation
By:
Name:
Title:
MRC RECEIVABLES CORPORATION,
a Delaware corporation
By:
Name:
Title:
MIDLAND INDIA LLC,
a Minnesota limited liability company
By:
Name:
Title:
[SIGNATURE PAGE TO MULTIPARTY GUARANTY]

of

IN WITNESS WHEREOF, the undersigned Additional Guarantor has caused this Multiparty Guaranty to be duly executed and delivered as
,
.

[ADDITIONAL GUARANTOR]
By:
Name:
Title:
Address for Notices:
c/o the Company as provided in the Note Agreement
[SIGNATURE PAGE TO MULTIPARTY GUARANTY]

Exhibit B-2
[FORM OF] INDEMNITY AND CONTRIBUTION AGREEMENT
This INDEMNITY AND CONTRIBUTION AGREEMENT (this “Agreement”), dated as of September 20, 2010, is entered into among each of the
Persons identified on the signature pages hereof as Guarantors, and such other Persons who from time to time become parties hereto in accordance
with Section 9 of this Agreement (collectively, the “Guarantors” and each, individually, a “Guarantor”) and Encore Capital Group, Inc., a Delaware
corporation (the “Company”). The Company and the Guarantors are sometimes referred to herein as the “Credit Parties”. Capitalized terms not
otherwise defined herein shall have the meanings given to such terms in the Note Agreement (as defined below).
The Company has entered into that certain Senior Secured Note Purchase Agreement, dated concurrently herewith (as amended, restated,
supplemented or otherwise modified from time to time, the “Note Agreement”), among the Company, on the one hand, and the Purchasers named
therein, on the other hand.
The Guarantors include certain Subsidiaries of the Company, and the proceeds from the issuance and sale of the Notes will be used, in part,
by the Company and the Guarantors in connection with their respective operations.
Pursuant to the Transaction Documents, the Credit Parties are jointly and severally liable for all obligations (the “Obligations”) under such
documents. Each Credit Party acknowledges that it has received and expects to receive financial and other support, directly or indirectly, from the
other Credit Parties (including, without limitation, in the form of existing liquidity provided to the Credit Parties by the extension of credit from the
issuance and sale of the Notes); accordingly, each Credit Party has determined that it is in its interest and to its financial benefit to execute and
deliver an agreement in the form hereof.
Accordingly, the Credit Parties agree as follows:
SECTION 1. INDEMNITY AND CONTRIBUTION.
A. Definitions. The following defined terms are used in this Section 1:
“Claiming Credit Party” shall mean any Credit Party which has made an Excess Payment, until the amount thereof has been reduced to zero
through reimbursements to such Credit Party hereunder or otherwise.
“Excess Payment” shall mean, with respect to any payment made by a Credit Party to any holder of a Note pursuant to the terms of the Note
Agreement, the Notes, the Multiparty Guaranty or any other Transaction Document on or after any Payment Date, the amount by which such
payment exceeds the aggregate amount of proceeds of the Notes received, directly or indirectly, by such Credit Party as of such Payment Date as a

result of the credit provided from the issuance and sale of the Notes. For purposes of this definition of “Excess Payment”, the amount of any
payment made by a Credit Party shall include an amount equal to the gross proceeds from any sale of such Credit Party’s assets pursuant to the
Transaction Documents to which such Credit Party is a party to satisfy all or any part of the Obligations.
“First Round Contributing Credit Party” shall mean each Credit Party as to which a Payment Deficiency exists.
“Net Worth” shall mean the difference between the following: (1) the aggregate value of all assets (including contingent assets) of a Credit
Party (at fair valuation and present fair saleable value), less (2) the aggregate amount of all liabilities (including contingent liabilities) of that Credit
Party. Net Worth shall be measured, in the case of each Credit Party, as of the date of this Agreement, subject to adjustment in accordance with the
provisions of Sections 1C and/or 1D below. In the event that the Net Worth of any Credit Party is less than zero, the Net Worth of such Credit
Party shall be zero for purposes of any computation pursuant to Section 1C and/or 1D below.
“Payment Date” shall mean the maturity date (or the date of any required prepayment) of any of the Notes or the date of any notice of
acceleration delivered by any holder of the Notes to the Company pursuant to Section 12.1 of the Note Agreement with respect to any of the Notes.
“Payment Deficiency” shall mean, with respect to any Credit Party as of any Payment Date, the amount by which the aggregate amount of
proceeds of the Notes received by such Credit Party, directly or indirectly, from the issuance and sale of the Notes as of such Payment Date
exceeds the payments made by such Credit Party under the Note Agreement, the Notes, the Multiparty Guaranty or any other Transaction
Documents as of such Payment Date.
“Second Round Contributing Credit Party” shall mean each Credit Party having a positive Net Worth after giving effect to payments made
or received by that Credit Party pursuant to Section 1B below.
B. First Round Contributions. Each Credit Party agrees (subject to Section 3 hereof) that in the event a payment shall be made by any other
Credit Party under any of the Transaction Documents, or assets of any other Credit Party shall be sold pursuant to any mortgage, security
agreement or similar instrument or agreement to satisfy any Obligations at any time on or after a Payment Date, each First Round Contributing
Credit Party shall be responsible, by way of contribution, for the reimbursement to the Claiming Credit Parties of an amount equal to the Excess
Payment of each Claiming Credit Party; provided that the aggregate amount owed by any First Round Contributing Credit Party shall not exceed
the Payment Deficiency of such First Round Contributing Credit Party. The aggregate amounts so reimbursed by all First Round Contributing
Credit Parties shall be allocated, among all Claiming Credit Parties, in proportion to the Excess Payment made by each such Claiming Credit Party as
compared to the aggregate Excess Payments made by all such Claiming Credit Parties.
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C. Second Round Contributions. In the event that an Excess Payment made by a Claiming Credit Party is not completely reimbursed pursuant
to Section 1B above, and such Claiming Credit Party has a negative Net Worth after giving effect to such prior reimbursements (but without giving
effect to any other reimbursement right under this Section 1), then there shall be a second contribution round for the benefit of that Claiming Credit
Party in accordance with this Section 1C. The Second Round Contributing Credit Parties shall reimburse, to such Claiming Credit Parties, an
aggregate amount equal to the total remaining Excess Payments of such Claiming Credit Parties; provided, however, that in no event shall the
amount so paid by any Second Round Contributing Credit Party exceed the amount of its Net Worth (before giving effect to the contribution made
by such party under this Section 1C). Subject to the foregoing proviso, the amount so contributed by each Second Round Contributing Credit
Party shall be equal to such total remaining Excess Payments multiplied by a fraction, the numerator of which is the Net Worth of such Second
Round Contributing Credit Party, and the denominator of which is the aggregate Net Worth of all Second Round Contributing Credit Parties. The
aggregate amount of such contributions under this Section 1C shall, in turn, be allocated among such Claiming Credit Parties in proportion to the
remaining Excess Payment of each.
D. Subsequent Round Contributions. In the event that an Excess Payment made by a Claiming Credit Party pursuant to Section 1C above is
not completely reimbursed pursuant thereto (or pursuant to any subsequent round of contribution payments made under this Section 1D), then
there shall be a further contribution round in which each Credit Party which made a contribution in the immediately preceding round and continues
to have a positive Net Worth after giving effect thereto shall be responsible, by way of contribution, for its pro rata share of such remaining
unreimbursed Excess Payments. The calculation of such further pro rata contribution obligations as between such contributing Credit Parties, and
the allocation of such contributions among such Claiming Credit Parties, shall proceed in each such subsequent round in accordance with the
respective proration and allocation provisions generally set forth in Section 1C. Nothing in this Section 1 shall affect any Credit Party’s joint and
several liability for all Obligations.
SECTION 2. No Waiver of Other Rights. All rights of each Credit Party under Section 1 shall be in addition to and not in derogation of any
and all other rights of indemnity, contribution, reimbursement or subrogation which such Credit Party may have under applicable law in respect of
the Note Agreement, the Notes, the Multiparty Guaranty or any other Guaranty, as applicable, but in all events subject to the subordination
provisions in Section 3. However, such Credit Party shall be entitled to only a single satisfaction of any claim giving rise to any rights under
Section 1 and applicable law in respect of the Transaction Documents to which such Person is a party, and any such other rights of indemnity,
contribution, reimbursement or subrogation shall be expressly subordinate (in time and right of payment) to the contractual rights of each Credit
Party under Section 1.
SECTION 3. Subordination. Each Credit Party (i) subordinates all present and future indebtedness owing to it from any of the other Credit
Parties (including, without
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limitation, under Section 1 and under such Credit Party’s rights of indemnity, contribution, reimbursement or subrogation under applicable law) to
the final payment in full in cash of all of the Obligations, (ii) agrees that it will not accelerate, or make a claim in respect of, such indebtedness or
otherwise attempt to enforce any of its rights under Section 1 until all Obligations have been indefeasibly paid in full in cash and (iii) agrees that it
will not assign or pledge to any Person all or any part of such indebtedness, except for any Liens permitted under Section 10.6 of the Note
Agreement. If, notwithstanding the foregoing, any Credit Party shall collect, enforce or receive any amounts in respect of such indebtedness, such
amounts shall be collected, enforced and received by such Credit Party as trustee for the holders of the Notes, and shall promptly be paid over
(x) to the holders of the Notes for application to the Obligations in accordance with the terms of the Note Agreement and the other Transaction
Documents, without affecting in any manner the liability of the other Credit Parties to such Credit Party hereunder, or (y) as a court of competent
jurisdiction may otherwise direct. Notwithstanding anything to the contrary in this Section 3, any Credit Party may make payments to any other
Credit Party in respect of indebtedness owing by such Credit Party to any such other Credit Party during such times as no Event of Default has
occurred and is continuing.
SECTION 4. Waivers.
A. Each of the Credit Parties waives any right to require a Claiming Credit Party to: (i) proceed against any Person, including another Credit
Party; (ii) proceed against or exhaust any collateral held from another Credit Party or any other Person; (iii) pursue any other remedy in the Claiming
Credit Party’s power; or (iv) make any presentments, demands for performance, or give any notices of nonperformance, protests, notices of
protests or notices of dishonor in connection with any of the payments required under this Agreement.
B. Each of the Credit Parties waives any defense arising by reason of: (i) any disability or other defense of, any other Credit Party or any other
Person; (ii) the cessation from any cause whatsoever, other than payment in full, of any liability of any Credit Party or any other Person; (iii) any act
or omission by a Claiming Credit Party which directly or indirectly results in or aids the discharge of a Credit Party from the obligation to make
payments required by this Agreement by operation of law or otherwise; and (iv) any modification of the obligations, in any form whatsoever,
including any modification made after revocation hereof to any obligations incurred prior to such revocation, and including without limitation the
renewal, extension, acceleration or other change in time for payment of the obligations, or other change in the terms of the obligations or any part
thereof, including increase or decrease of the rate of interest thereon.
C. Each of the Credit Parties waives all rights and defenses arising out of an election of remedies by a Claiming Credit Party, even though that
election of remedies, might prejudice the Credit Party’s rights of subrogation and reimbursement against another Credit Party.
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SECTION 5. Termination. This Agreement shall survive and remain in full force and effect so long as any part of the Obligations has not
been paid in full in cash, and shall continue to be effective or be reinstated, as the case may be, if at any time any part of a payment of the
Obligations is rescinded or must otherwise be restored by any holder of Notes or any Credit Party upon the bankruptcy or reorganization of any
Credit Party, or otherwise.
SECTION 6. No Waiver. No failure on the part of any Credit Party to exercise, and no delay in exercising, any right, power or remedy under
this Agreement shall operate as a waiver thereof, nor shall any single or partial exercise of any right, power or remedy by any Credit Party preclude
any other or further exercise or the exercise of any other right, power or remedy. All remedies under this Agreement are cumulative and are not
exclusive of any other remedies provided by law. No Credit Party shall be deemed to have waived any rights under this Agreement unless the
waiver is in writing and signed by the party or parties affected.
SECTION 7. Binding Agreement. Whenever in this Agreement any of the parties is referred to, the reference shall include the successors
and assigns of the party; and all covenants, promises and agreements by or on behalf of the parties that are contained in this Agreement shall bind
and inure to the benefit of their respective successors and assigns. This Agreement shall not be amended or terminated, nor any provision herein
waived, and no Credit Party may assign or delegate any of its obligations under this Agreement (and any attempted assignment or delegation shall
be void), without in each case the prior written consent of the Required Holders. Each Credit Party acknowledges and agrees that the holders from
time to time of Notes are intended indirect beneficiaries of the benefits created in favor of each Credit Party by the indemnification and contribution
provisions of this Agreement.
SECTION 8. Severability. To the extent that any one or more of the provisions contained in this Agreement should be held invalid, illegal or
unenforceable in any respect, no party shall be required to comply with the provision for so long as the provision is held to be invalid, illegal or
unenforceable, but the validity, legality and enforceability of the remaining provisions contained in this Agreement shall not in any way be affected
or impaired. The parties shall endeavor in good-faith negotiations to replace the invalid, illegal or unenforceable provisions with valid provisions
the economic effect of which comes as close as possible to that of the invalid, illegal or unenforceable provisions.
SECTION 9. Additional Credit Parties. From time to time subsequent to the date hereof, additional Persons may become parties hereto as
Guarantors in accordance with the terms of Section 9.7 of the Note Agreement. Each such Person shall become a party to this Agreement by
executing and delivering to the holders of the Notes, with a copy to the other parties hereto, a counterpart of this Agreement and, thereupon, shall
be deemed a Guarantor for all purposes hereunder with the same force and effect as if originally named as a Guarantor herein. The addition of any
new Guarantor as a party to this Agreement shall not require the consent of any other Credit Party hereunder.
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SECTION 10. Counterparts. This Agreement may be executed in two or more counterparts, each of which shall be deemed an original, but all
of which, when taken together, shall constitute but one instrument. The counterpart signature pages may be detached and assembled to form a
single original document. This Agreement shall be effective with respect to any Credit Party when a counterpart bearing the signature of such
Credit Party shall have been executed and delivered to all parties. In the event that any Person shall become a Credit Party after the date hereof, that
Person may become a party to this Agreement by executing and delivering to all parties a counterpart of this Agreement. Upon execution and
delivery of the counterpart, such Person shall be a Credit Party for purposes of this Agreement.
SECTION 11. Governing Law. THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE
LAWS OF THE STATE OF NEW YORK, EXCLUDING CHOICE OF LAW PRINCIPLES OF THE LAW OF SUCH STATE THAT WOULD
PERMIT THE APPLICATION OF THE LAWS OF A JURISDICTION OTHER THAN SUCH STATE.
[Remainder of page intentionally blank; signature pages follow.]
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The parties have caused this Agreement to be duly executed as of the date hereof.
GUARANTORS:
ASCENSION CAPITAL GROUP, INC.,
a Delaware corporation
By:
Name:
Title:
MIDLAND CREDIT MANAGEMENT, INC.,
a Kansas corporation
By:
Name:
Title:
MIDLAND FUNDING LLC,
a Delaware limited liability company
By:
Name:
Title:
MIDLAND FUNDING NCC-2 CORPORATION,
a Delaware corporation
By:
Name:
Title:
MIDLAND INTERNATIONAL LLC,
a Delaware limited liability company
By:
Name:
Title:
[SIGNATURE PAGE TO INDEMNITY, CONTRIBUTION AND SUBORDINATION AGREEMENT]

MIDLAND PORTFOLIO S ERVICES, INC.,
a Delaware corporation
By:
Name:
Title:
MRC RECEIVABLES CORPORATION,
a Delaware corporation
By:
Name:
Title:
MIDLAND INDIA LLC,
a Minnesota limited liability company
By:
Name:
Title:
COMPANY:
ENCORE CAPITAL GROUP, INC.,
a Delaware corporation
By:
Name:
Title:
[SIGNATURE PAGE TO INDEMNITY, CONTRIBUTION AND SUBORDINATION AGREEMENT]

IN WITNESS WHEREOF, the undersigned additional Guarantor has caused this Indemnity and Contribution Agreement to be duly executed
and delivered as of
,
.
[ADDITIONAL GUARANTOR]
By:
Name:
Title:
Address for Notices:
c/o the Company as provided in the Note Agreement
[SIGNATURE PAGE TO INDEMNITY, CONTRIBUTION AND SUBORDINATION AGREEMENT]

Exhibit C
EXECUTION COPY
INTERCREDITOR AGREEMENT
This INTERCREDITOR AGREEMENT, dated as of September 20, 2010 (as the same may be amended, restated, supplemented or
otherwise modified from time to time, the “Agreement”), is entered into by and among JPMorgan Chase Bank, N.A. (“JPMorgan”), in its capacity as
administrative agent (collectively with its successors and assigns, the “Agent”) for the “Lenders” under the Bank Credit Agreement (as defined
below) (such Lenders, collectively with their respective successors and assigns, the “Banks”) and the holders of the Pru Notes (as defined below)
listed on Annex II attached hereto or becoming bound by this Agreement as provided in Section 38 hereof (collectively with their respective
successors and assigns, the “Pru Noteholders”) (the Banks, the relevant Affiliates of the Banks (in respect of Banking Services Obligations and
Rate Management Obligations), the Pru Noteholders and the Agent, together with their respective successors and assigns, are herein sometimes
collectively called the “Secured Parties” and individually called a “Secured Party”), and JPMorgan, in its capacity as contractual representative for
the Secured Parties hereunder (the “Collateral Agent”), Capitalized terms used herein but not defined herein shall have the meanings set forth in the
“Bank Credit Agreement” (as defined below) as in effect on the date hereof.
RECITALS:
WHEREAS, Encore Capital Group, Inc. (herein called the “Borrower”), the Banks party thereto, and the Agent entered into that certain
Credit Agreement dated as of February 8, 2010 (as used herein, the term “Bank Credit Agreement” means the foregoing Credit Agreement, as the
same may be amended, restated, supplemented or otherwise modified from time to time);
WHEREAS, the Pru Noteholders listed on Annex II attached hereto are the holders of the 7.75% Senior Secured Notes, due 2017 in an
aggregate principal amount of $50,000,000 (collectively, as the same may be amended, restated, supplemented or otherwise modified from time to
time, the “Initial Pru Notes”), issued pursuant to a Senior Secured Note Purchase Agreement, dated as of September 20, 2010 between the Borrower,
on the one hand, and the Pru Noteholders listed on Annex II attached hereto and such other noteholders as may acquire notes thereunder as
therein provided, on the other hand (as the same may be amended, restated, supplemented or otherwise modified from time to time, the “Pru Note
Agreement”) pursuant to which the Borrower may from time to time issue one or more additional series of its senior notes in an aggregate principal
amount not to exceed $25,000,000 (each as may be amended, restated, supplemented or otherwise modified from time to time, the “Additional Pro
Notes” and, collectively with the Initial Pru Notes, the “Pru Notes”);
WHEREAS, pursuant to the terms of the Collateral Documents, each of the Borrower and the entities set forth on Annex III hereto
(such entities together with all other parties which guaranty any Secured Obligations from time to time, collectively, the “Guarantors”) that have
guaranteed the repayment of all amounts due and payable under the Secured Creditor Documents, may from time to time grant a security interest in
certain of its assets to the Collateral Agent;
WHEREAS, the Secured Parties desire to agree to the relative priority of the application of payments received pursuant to the terms of
the Collateral Documents and all Guaranties and certain other payments with respect to the Secured Obligations (as defined below), and certain
other rights and interests; and

NOW, THEREFORE, in consideration of the premises and the mutual agreements herein contained, the Secured Parties and the
Collateral Agent hereby agree as follows:
1. Defined Terms. As used in this Agreement, the following terms shall have the following meanings, in addition to the terms defined in
the Recitals:
“Actionable Default” means, under the Bank Credit Agreement or the Pru Note Agreement, (a) a Default shall have occurred thereunder
as a result of (i) the nonpayment of amounts owing thereunder or under any note issued thereunder after expiration of any applicable cure or grace
period provided thereunder, (ii) noncompliance with Sections 6.4, 6.10, 6.11, 6.12. 6.13, 6.14, 6.15, 6.21, 6.22 or 6.30 of the Bank Credit Agreement or
Sections 9.2, 10.1, 10.2, 10.3, 10.4, 10.5, 10.6, 10.12, 10.13 or 10.18 of the Pru Note Agreement, (iii) the bankruptcy or insolvency of the Borrower or
any of its subsidiaries, including, without limitation, the Guarantors or (iv) the occurrence of a Change of Control under the Bank Credit Agreement
or the occurrence of a “Change of Control” under the Pru Note Agreement, (b) a notice shall have been delivered to the Borrower by the Agent
under the Bank Credit Agreement or a Pru Noteholder under the Pru Note Agreement indicating that an Event of Default (as defined therein) has
occurred and is continuing and the Secured Obligations due under any such Secured Creditor Document are immediately due and payable, to the
extent provided for in the applicable Secured Creditor Document, (c) a default shall have occurred under any Collateral Document or Guaranty
(defined below) and the Agent, the Collateral Agent, or a Secured Party, as applicable, shall have caused the amounts owing thereunder to become
immediately due and payable, to the extent provided for in the applicable Collateral Document or Guaranty or (d) any other Default that is caused by
any Rate Management Transaction (as defined in the Bank Credit Agreement) with a Secured Party being terminated by such Secured Party prior to
the stated termination date of such Rate Management Transaction, and the Borrower or any Guarantor is required to make a payment to such
Secured Party as a result of such termination.
“Collateral” means all property of the Borrower or any Guarantor in which the Collateral Agent shall have been granted a security
interest or lien under any of the Collateral Documents.
“Collateral Account” means the collateral account established and maintained by the Collateral Agent pursuant to Section 8.
“Collateral Agent’s Expenses” means all of the fees, costs and expenses of the Collateral Agent (including, without limitation, the
reasonable fees and disbursements of its counsel) (i) arising in connection with the preparation, execution, delivery, modification, restatement,
amendment or termination of this Agreement and each Collateral Document, if not previously reimbursed, or the enforcement (whether in the
context of a civil action, adversarial proceeding, workout or otherwise) of any of the provisions hereof or thereof, or (ii) incurred or required to be
advanced in connection with the sale or other disposition or the custody, preservation or protection of the Collateral pursuant to any Collateral
Document and the exercise or enforcement of the Collateral Agent’s rights under this Agreement and in and to the Collateral.
“Collateral Documents” means any and all security agreements, pledge agreements, mortgages, deeds of trust, financing statements,
and other similar instruments executed by the Borrower or any Guarantor in favor of the Collateral Agent from time to time pursuant hereto, in each
case as such agreements, documents and instruments may be amended, modified, supplemented and/or restated, and together in each case with
any other agreements, instruments and documents incidental thereto.
“Default” means (a) any “Default” (as defined in the Bank Credit Agreement) or (b) any “Event of Default” (as defined in the Pru Note
Agreement).
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“Distribution Date” means the second business day in each calendar week, commencing with the first such business day following
receipt by the Collateral Agent of a Notice of Actionable Default.
“Guaranty” means any guaranty entered into in favor of the Agent, the Collateral Agent, and/or any other Secured Party guaranteeing
the repayment of the Secured Obligations due and payable under a Secured Creditor Document.
“L/C Interests” means, with respect to any Bank, such Bank’s direct or participation interests in all unpaid reimbursement obligations
with respect to Letters of Credit and such Bank’s direct obligations or risk participations with respect to undrawn amounts of all outstanding
Letters of Credit, provided that the undrawn amounts of outstanding Letters of Credit shall be considered to have been reduced to the extent of any
amount on deposit with the Agent at any time as provided in Section 9(b) hereof.
“Notice of Actionable Default” means a written notice to the Collateral Agent from any Secured Party or Secured Parties stating that it
is a “Notice of Actionable Default” hereunder and certifying that an Actionable Default has occurred and is continuing. A Notice of Actionable
Default may be included in a written direction to the Collateral Agent from the Requisite Secured Parties pursuant to Section 5.
“Notice of Default” means a written notice to the Collateral Agent from any Secured Party or Secured Parties stating that it is a “Notice
of Default” hereunder and certifying that a Default has occurred and is continuing.
“Principal Exposure” means, with respect to any Secured Party at any time (i) if such Secured Party is a Bank under the Bank Credit
Agreement, the aggregate amount of such Secured Party’s Commitment under the Bank Credit Agreement, or, if the Banks shall then have
terminated the Commitments under the Bank Credit Agreement, the sum of (x) the outstanding principal amount of such Secured Party’s Loans
thereunder and (y) the outstanding face and/or principal amount of such Secured Party’s L/C Interests thereunder at such time and (ii) if such
Secured Party is a Pru Noteholder, the outstanding principal amount of such Secured Party’s Pru Notes at such time.
“Pro Rata Share” means, with respect to any Secured Party at any time, a fraction (expressed as a percentage), the numerator of which is
the amount of such Secured Party’s Principal Exposure at such time, and the denominator of which is the aggregate amount of the Principal
Exposure of all of the Secured Parties at such time.
“Requisite Secured Parties” means, at any time, (i) Banks under the Bank Credit Agreement whose Pro Rata Shares exceed fifty percent
of the aggregate Pro Rata Shares of the Banks under the Bank Credit Agreement (provided that the Pro Rata Share of any Defaulting Lender shall
not be included in the foregoing calculation) and (ii) Pru Noteholders whose Pro Rata Shares exceed fifty percent of the aggregate Pro Rata Shares
of the Pru Noteholders.
“Secured Creditor Documents” means the Bank Credit Agreement, the Pru Note Agreement and the Pru Notes.
“Secured Obligations” means all of the monetary obligations owed by the Borrower or any Guarantor to the Secured Parties or the
Agent under the Bank Credit Agreement, the Pru Note Agreement, the Pru Notes, any other Secured Creditor Document, the Guaranties, the
Collateral Documents, and related agreements, documents, and instruments, including, without limitation, (1) the
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“Obligations” (as defined in the Bank Credit Agreement), (2) the outstanding principal amount of, accrued and unpaid interest on, and any unpaid
Make-Whole Amount (as defined in the Pru Note Agreement) or other breakage or prepayment indemnification due with respect to, the Loans and
the Pru Notes, (3) any unpaid reimbursement obligations with respect to any Letters of Credit, (4) any undrawn amounts of any outstanding Letters
of Credit and (5) any other unpaid amounts (including amounts in respect of Banking Services Obligations (as defined in the Bank Credit
Agreement), Rate Management Obligations (as defined in the Bank Credit Agreement), fees, expenses, indemnification and reimbursement) due
from the Borrower or any Guarantor under any of the Pru Note Agreement, the Pru Notes, the Bank Credit Agreement, any other Secured Creditor
Document, the Guaranties or the Collateral Documents; provided that (x) the undrawn amounts of any outstanding Letters of Credit shall be
considered to have been reduced to the extent of any amount on deposit with the Agent at any time as provided in Section 9(b) hereof or Sections
2.2 or 8.1 of the Bank Credit Agreement and (y) Banking Services Obligations and Rate Management Obligations (or any similar terms defined in the
Bank Credit Agreement) shall only constitute Secured Obligations under this Agreement and the Collateral Documents to the extent that the
holders of such Banking Services Obligations or Rate Management Obligations (or such similar terms), as the case may be, have agreed to be
bound by the provisions of this Agreement.
2. Appointment; Nature of Relationship. Subject to the terms and conditions contained in this Agreement, the Agent (on behalf of the
Banks) and the Pru Noteholders hereby designate and appoint JPMorgan as their Collateral Agent under this Agreement and the Collateral
Documents, and each of them hereby authorizes the Collateral Agent to take such action on its behalf under the provisions of this Agreement and
the Collateral Documents and to exercise such powers as are set forth herein or therein, together with such other powers as are incidental thereto.
The Collateral Agent agrees to act as such on the express terms and conditions contained in this Agreement. Notwithstanding the use of the
defined term “Collateral Agent,” it is expressly understood and agreed that the Collateral Agent shall not have any fiduciary responsibilities to any
Secured Party by reason of this Agreement and that the Collateral Agent is merely acting as the representative of the Secured Parties with only
those duties as are expressly set forth in this Agreement and the Collateral Documents. In its capacity as the Secured Parties’ contractual
representative, the Collateral Agent (i) does not assume any fiduciary duties to any of the Secured Parties and (ii) is acting as an independent
contractor, the rights and duties of which are limited to those expressly set forth in this Agreement and the Collateral Documents. The Agent (on
behalf of the Banks) and the Pru Noteholders agree to assert no claim against the Collateral Agent on any agency theory or any other theory of
liability for breach of fiduciary duty, all of which claims each of them hereby waives.
3. Powers and Duties. Subject to the provisions of Section 6 hereof, the Collateral Agent shall have and may exercise such powers
under the Collateral Documents as are specifically delegated to the Collateral Agent by the terms hereof and thereof, together with such powers as
are reasonably incidental thereto. The Collateral Agent shall have no implied duties to the Secured Parties, or any obligation to the Secured Parties
to take any action hereunder or under any of the Collateral Documents, except any action specifically required by this Agreement or any of the
Collateral Documents to be taken by the Collateral Agent or directed by the Requisite Secured Parties in accordance with the terms hereof. The
Collateral Agent shall not take any action which is in conflict with any provisions of applicable law or of this Agreement or any Collateral
Document.
4. Authorization to Execute Collateral Documents. If the Collateral Agent receives written notice from either the Agent or a Pru
Noteholder at any time or from time to time hereunder that Collateral Documents are required pursuant to the Bank Credit Agreement or the Pru
Note Agreement in connection with the grant of a security interest in and lien against the assets of the Borrower and/or a Guarantor, the Collateral
Agent is authorized to and shall execute and deliver such Collateral Documents as the Agent or such Pru Noteholder shall direct requiring
execution and delivery by it and is authorized
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to and shall accept delivery from the Borrower of such Collateral Documents as the Agent or the Pru Noteholder shall direct which do not require
execution by the Collateral Agent, provided, however, that the Collateral Agent shall not execute a Collateral Document providing for a lien on real
property without the approval of the Requisite Secured Parties.
5. Direction by Requisite Secured Parties. Except as otherwise provided in this Section 5, the Collateral Agent shall take any action with
respect to the Collateral and the Collateral Documents directed in writing by the Requisite Secured Parties. Notwithstanding the foregoing, the
Collateral Agent shall not be obligated to take any such action (i) which is in conflict with any provisions of applicable law or of this Agreement or
any Collateral Document or (ii) with respect to which the Collateral Agent, in its opinion, shall not have been provided adequate security and
indemnity against the costs, expenses and liabilities that may be incurred by it as a result of compliance with such direction. Under no
circumstances shall the Collateral Agent be liable for following the written direction of the Requisite Secured Parties. In each instance in which the
Requisite Secured Parties deliver a written direction to the Collateral Agent pursuant hereto, the Collateral Agent shall promptly send a copy of
such written direction to each Secured Party that is not included in such Requisite Secured Parties.
6. Notice of Actionable Default. Any Secured Party or Secured Parties may give the Collateral Agent a Notice of Default or a Notice of
Actionable Default in the manner provided in Section 31 and shall give a copy of such Notice of Default or Notice of Actionable Default to each of
the other Secured Parties. If and only if the Collateral Agent shall have received a Notice of Actionable Default, the Collateral Agent shall, if and
only if directed in writing by the Requisite Secured Parties, exercise the rights and remedies provided in this Agreement and in any of the Collateral
Documents.
7. Remedies. Each of the Secured Parties hereby irrevocably agrees that the Collateral Agent shall be authorized, after the occurrence
and during the continuance of an Actionable Default and at the direction of the Requisite Secured Parties or incidental to any such direction, for
the purpose of carrying out the terms of this Agreement and any of the Collateral Documents, to take any and all appropriate action and to execute
any and all documents and instruments that may be necessary or desirable to accomplish the purposes hereof and thereof, including, without
limiting the generality of the foregoing, to the extent permitted by applicable law, to do the following:
(i) to ask for, demand, sue for, collect, receive and give acquittance for any and all moneys due or to become due with respect to
the Collateral (except that, without the consent of all Secured Parties, the Collateral Agent shall not accept any Secured Obligations in
whole or partial consideration from the disposition of any Collateral),
(ii) to receive, take, endorse, assign and deliver any and all checks, notes, drafts, acceptances, documents and other negotiable
and nonnegotiable instruments, documents and chattel paper taken or received by the Collateral Agent in connection with this
Agreement or any of the Collateral Documents,
(iii) to commence, file, prosecute, defend, settle, compromise or adjust any claim, suit, action or proceeding with respect to the
Collateral,
(iv) to sell, transfer, assign or otherwise deal in or with the Collateral or any part thereof pursuant to the terms and conditions of
this Agreement and the Collateral Documents, and
(v) to do, at its option and at the expense and for the account of the Secured Parties (to the extent the Collateral Agent shall not
be reimbursed by the Borrower) at
5

any time or from time to time, all acts and things which the Collateral Agent deems reasonably necessary to protect or preserve the
Collateral and to realize upon the Collateral.
8. The Collateral Account. (a) Upon receipt by the Collateral Agent of a Notice of Actionable Default, and until such time as the
Actionable Default described therein is cured or waived, the Collateral Agent shall establish and maintain at its principal office an interest-bearing
account that shall be entitled the “Encore Capital Collateral Account.” All moneys received by the Collateral Agent with respect to Collateral after
receipt of a Notice of Actionable Default and until such time as the Actionable Default described therein is cured or waived shall be deposited in
the Collateral Account and thereafter shall be held, applied and/or disbursed by the Collateral Agent in accordance with Section 9. In addition,
(i) any other payments received, directly or indirectly, by any Secured Party of or with respect to any of the Secured Obligations from the Borrower
or any Guarantor after the occurrence and during the continuance of an Actionable Default (including, without limitation, any amount of any
balances held by any Secured Party for the account of the Borrower or any Guarantor or any other property held or owing by it to or for the credit
or for the account of the Borrower or any Guarantor which has been set off or appropriated by it and any payments received upon the termination
of any Rate Management Transaction prior to its stated termination date), (ii) any payment received by any Secured Party with respect to any of the
Secured Obligations in an insolvency or reorganization proceeding or otherwise with respect to the Borrower or any Guarantor or (iii) any payment
from a Guarantor received by any Secured Party with respect to any Secured Obligations, shall, in each case, promptly be delivered to the Collateral
Agent and thereafter shall be held, applied and/or disbursed by the Collateral Agent in accordance with Section 9, provided, that the foregoing
clauses (i), (ii) and (iii) shall not apply to distributions by the Collateral Agent under Section 9. The Collateral Account at all times shall be subject
to the exclusive dominion and control of the Collateral Agent. Each of the Borrower and each Guarantor hereby pledges, assigns and grants to the
Collateral Agent, on behalf of and for the ratable benefit of the Secured Parties, a security interest in all of its right, title and interest in and to the
Collateral Account and all funds which may from time to time be on deposit therein to secure the prompt and complete payment and performance of
the Secured Obligations.
(b) Notwithstanding the foregoing, with respect to any collections or payments received by any Secured Party on or after the
occurrence and during the continuance of an Actionable Default but prior to the date of the occurrence of an event described in clauses (a)(iii) or
(b) of the definition of Actionable Default (such event, an “Acceleration”), (1) such collections and payments shall be delivered to the Collateral
Agent pursuant to the foregoing provisions, only to the extent that the principal amount of the Secured Obligations owed to such Secured Party on
the date of such Acceleration is less than the principal amount of the Secured Obligations owed to such Secured Party on the date of such
Actionable Default, and (2) the amount of any such collections and payments subject to the foregoing provisions shall not be so delivered until the
date of the occurrence of such Acceleration. For the purposes of the preceding sentence, any collection or payment received by the Agent on
behalf of the Banks shall be considered to have been received by the Banks, and applied to pay the Secured Obligations owed to the Banks, to
which such payment or collection relates whether or not distributed by the Agent to the Banks.
(c) Any re-allocations of any payments or distributions initially made or received on any Secured Obligations due to payments and
transfers among the Secured Parties and the Collateral Agent under Section 8(b) shall be deemed to reduce the Secured Obligations of any Secured
Party receiving any such payment or other transfer under Section 8(b) and shall be deemed to restore and reinstate the Secured Obligations of any
Secured Party making any such payment or other transfer under Section 8(b), in each case by the amount of such payment and other transfer;
provided that if for any reason such restoration and reinstatement shall not be binding against the Borrower or any Guarantor, the Secured Parties
agree to take actions as shall have the effect of placing them in the same relative positions as they
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would have been if such restoration and reinstatement had been binding against the Borrower and the Guarantors.
9. Application of Moneys. (a) All moneys held by the Collateral Agent in the Collateral Account shall be distributed by the Collateral
Agent on each Distribution Date as follows:
FIRST: To the Collateral Agent in an amount equal to the Collateral Agent’s Expenses that are unpaid as of such Distribution
Date, and to any Secured Party that has theretofore advanced or paid any such Collateral Agent’s Expenses in an amount equal to the
amount thereof so advanced or paid by such Secured Party prior to such Distribution Date;
SECOND: To the Secured Parties pro rata in proportion to the respective amounts of the Secured Obligations owed to the Secured
Parties under the Secured Creditor Documents as of such Distribution Date; and
THIRD: Any surplus remaining after payment in full in cash of all Collateral Agent’s Expenses and all of the Secured Obligations
shall be paid to the Borrower, or to whomever may be lawfully entitled to receive the same, or as a court of competent jurisdiction may
direct, provided that if any Secured Party shall have notified the Collateral Agent in writing that a claim is pending for which such
Secured Party is entitled to the benefits of an indemnification, reimbursement or similar provision under which amounts are not yet due
but with respect to which the Borrower continues to be contingently liable, and amounts payable by the Borrower with respect thereto
are secured by the Collateral, the Collateral Agent shall continue to hold the amount specified in such notice in the Collateral Account
until the Borrower’s liability with respect thereto is discharged or released to the satisfaction of such Secured Party.
Notwithstanding the foregoing, except for any surplus under clause THIRD above, the Collateral Agent shall not be required (unless directed by
the Requisite Secured Parties) to make a distribution on any Distribution Date if the balance in the Collateral Account available for distribution on
such Distribution Date is less than $10,000. The Collateral Agent shall not be responsible for any Secured Party’s application (or order of
application) of payments received by such Secured Party from the Collateral Agent hereunder to the Secured Obligations owing to such Secured
Party. For the purpose of determining the amounts to be distributed pursuant to clause SECOND of subsection (a) above with respect to the
undrawn amounts of the outstanding Letters of Credit, such undrawn amounts shall be reduced by any amounts held as collateral pursuant to
subsection (b) of this Section 9.
(b) Any distribution pursuant to clause SECOND of subsection (a) above with respect to the undrawn amount of any outstanding
Letter of Credit shall be paid to the Agent to be held as collateral for the Banks and disposed of as provided in this subsection (b). On each date on
which a payment is made to a beneficiary pursuant to a draw on a Letter of Credit, the Agent shall distribute to the Banks from the amounts held
pursuant to this subsection (b) for application to the payment of the reimbursement obligation due to such Banks with respect to such draw an
amount equal to the product of (1) the total amount then held pursuant to this subsection (b), and (2) a fraction, the numerator of which is the
amount of such draw and the denominator of which is the aggregate undrawn amount of all outstanding Letters of Credit immediately prior to such
draw. On each date on which a reduction in the undrawn amount of any outstanding Letter of Credit occurs other than on account of a payment
made to a beneficiary pursuant to a draw on such Letter of Credit, the Agent shall distribute to the Collateral Agent from the amounts held pursuant
to this subsection (b) an amount equal to the product of (1) the total amount then held pursuant to this subsection (b) and (2) a fraction the
numerator of which is the amount of such reduction and the
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denominator of which is the aggregate undrawn amount of all outstanding Letters of Credit immediately prior to such reduction, which amount shall
be distributed by the Collateral Agent as provided in clause SECOND of subsection (a) above. At such time as no Letters of Credit are outstanding,
any remaining amount held pursuant to this subsection (b), after the distribution therefrom as provided above, shall be distributed to the Collateral
Agent for application as provided in clause SECOND of subsection (a) above.
(c) The Borrower and each Guarantor, by its acknowledgment hereto, agrees that in the event any payment is made with respect to any
Secured Obligations, as between the Borrower, each Guarantor and each Secured Party, the Secured Obligations discharged by such payment shall
be the amount or amounts of the Secured Obligations with respect to which such payment is distributed pursuant to this Section 9 notwithstanding
the payment may have initially been made by the Borrower or a Guarantor with respect to other Secured Obligations.
10. Information from Secured Parties. Each of the Secured Parties hereby agrees, promptly upon request by the Collateral Agent, to
provide to the Collateral Agent in writing such information regarding the Secured Obligations held by such Secured Party as may be reasonably
required by the Collateral Agent at any time to determine such Secured Party’s Pro Rata Share or to calculate distributions to such Secured Party
from the Collateral Account. Each Secured Party shall notify the Collateral Agent in writing promptly following the repayment in full of all Secured
Obligations owing to such Secured Party.
11. Limitation on Collateral Agent’s Duties in Respect of Collateral. Other than the Collateral Agent’s duties set forth in this Agreement
and the Collateral Documents as to the custody of Collateral and the proceeds thereof received by the Collateral Agent hereunder and thereunder
and all other monies received by the Collateral Agent pursuant to Section 8 and the accounting to the Borrower, the Guarantors, and the Secured
Parties therefor, the Collateral Agent shall have no duty to the Borrower, the Guarantors, or the Secured Parties with respect to any Collateral in its
possession or control or in the possession or control of its agent or nominee, any income thereon, or the preservation of rights against prior parties
or any other rights pertaining thereto.
12. Secured Party Credit Decision. Each Secured Party acknowledges that it has, independently and without reliance upon the Collateral
Agent or any other Secured Party and based on the financial information provided by the Borrower and its Subsidiaries and such other documents
and information as it has deemed appropriate, made its own credit analysis and decision to enter into this Agreement. Each Secured Party also
acknowledges that it will, independently and without reliance upon the Collateral Agent or any other Secured Party and based on such documents
and information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under this
Agreement and the Collateral Documents.
13. Exculpation. Neither the Collateral Agent nor any of its directors, officers, affiliates, agents or employees shall be responsible for or
have any duty to ascertain, inquire into, or verify (i) any statement, warranty or representation made by the Borrower or any Guarantor in
connection with any Collateral Document or Guaranty; (ii) the performance or observance of any of the covenants or agreements of the Borrower,
or any Guarantor under any Collateral Document or Guaranty; (iii) the satisfaction or observance of any condition or covenant specified in any of
the Secured Creditor Documents; (iv) the existence or possible existence of any default under any of the Secured Creditor Documents or any
Actionable Default; (v) the validity, enforceability, effectiveness or genuineness of any Collateral Document, Guaranty or any other instrument or
writing furnished in connection herewith; (vi) the validity, perfection or priority of any security interest or lien created under any Collateral
Document; or (vii) the financial condition of the Borrower or any of its Subsidiaries.
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14. Employment of Agents and Counsel. The Collateral Agent may execute any of its duties as the Collateral Agent hereunder and
under any Collateral Document by or through employees, agents, and attorneys-in-fact and shall not be answerable to the Secured Parties, except
as to money or securities received by it or its authorized agents, for the default or misconduct of any such agents or attorneys-in-fact selected by it
with reasonable care. The Collateral Agent shall be entitled to advice of counsel concerning the contractual arrangement between the Collateral
Agent and the Secured Parties and all matters pertaining to the Collateral Agent’s duties hereunder and under the Collateral Documents.
15. Reliance on Documents and Counsel. The Collateral Agent shall be entitled to rely upon any notice, consent, certificate, affidavit,
letter, telegram, statement, paper or document believed by it to be genuine and correct and to have been signed or sent by the proper person or
persons, and, in respect to legal matters, upon the opinion of counsel selected by the Collateral Agent, which may be employees of the Collateral
Agent.
16. Collateral Agent’s Reimbursement and Indemnification. The Secured Parties agree to reimburse and indemnify the Collateral Agent
ratably in proportion to their respective Pro Rata Shares as of the date of the occurrence of the event as to which such reimbursement or
indemnification is being made (i) for any costs or expenses not reimbursed by the Borrower, or any Guarantor, under its Collateral Documents or
Guaranty, as applicable, (ii) for any other expenses incurred by the Collateral Agent, on behalf of the Secured Parties, in connection with the
preservation or protection of the Collateral or the validity, perfection or priority of the Collateral Agent’s interest therein or the enforcement of the
Collateral Documents and (iii) for any liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or
disbursements of any kind and nature whatsoever which may be imposed on, incurred by or asserted against the Collateral Agent in any way
relating to or arising out of the Collateral Documents or any other document delivered in connection therewith or the transactions contemplated
thereby, or the enforcement of any of the terms thereof or of any such other documents, provided that no Secured Party shall be liable for any of
the foregoing to the extent any of the foregoing is found by a court of competent jurisdiction by final and nonappealable judgment to have arisen
from the gross negligence or willful misconduct of the Collateral Agent. The agreements in this Section 16 shall survive the repayment of the
Secured Obligations and the termination of the other provisions of this Agreement.
17. Rights as a Secured Party. Notwithstanding that JPMorgan is acting as the Collateral Agent hereunder, JPMorgan in its individual
capacity shall have the same rights and powers hereunder as any Secured Party and may exercise the same as though it were not the Collateral
Agent, and the term “Secured Party” or “Secured Parties” shall include JPMorgan in its individual capacity.
18. Successor Collateral Agent. The Collateral Agent may resign at any time by giving not less than thirty days’ prior written notice
thereof to the Secured Parties, the Borrower and the Guarantors and, only to the extent the Collateral Agent is an Insolvent Entity, may be removed
at any time by the Requisite Secured Parties. Upon any such resignation or removal, the Requisite Secured Parties shall have the right to appoint,
on behalf of the Secured Parties, a successor Collateral Agent. If no successor Collateral Agent shall have been so appointed by the Requisite
Secured Parties or if no successor Collateral Agent shall have accepted its appointment by the Requisite Secured Parties within thirty days after the
retiring Collateral Agent’s giving notice of resignation or its removal by the Requisite Secured Parties, then the retiring or removed Collateral Agent
may appoint, on behalf of the Secured Parties, a successor Collateral Agent, so long as such successor Collateral Agent is not a Secured Party or
an affiliate of a Secured Party or an Insolvent Entity. Upon the acceptance of any appointment as the Collateral Agent hereunder by a successor
Collateral Agent, such successor Collateral Agent shall thereupon succeed to and become vested with all the rights, powers, privileges and duties
of the retiring or removed Collateral Agent, and the retiring or removed Collateral Agent shall be discharged from its
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duties and obligations hereunder and under the Collateral Documents. No resignation or removal of the Collateral Agent shall become effective
until a replacement Collateral Agent shall have been selected as provided herein and shall have assumed in writing the obligations of the Collateral
Agent hereunder and under the Collateral Documents. Any replacement Collateral Agent shall be a bank or trust company having capital, surplus,
and undivided profits of at least $250,000,000. After any retiring or removed Collateral Agent’s resignation or removal hereunder as Collateral
Agent, the provisions of this Agreement shall continue in effect for its benefit in respect of any actions taken or omitted to be taken by it while it
was acting as the Collateral Agent hereunder and under the Collateral Documents. As used herein, “Insolvent Entity” means any entity that has
(i) become or is insolvent or (ii) become the subject of a bankruptcy or insolvency proceeding, or has had a receiver, conservator, trustee or
custodian appointed for it, or has taken any action in furtherance of, or indicating its consent to, approval of or acquiescence in any such
proceeding or appointment.
19. Release. If the Collateral Agent receives written notice from the Agent and the Required Holders under the Pru Note Agreement that
the lien on any Collateral granted pursuant to any Collateral Document may be released pursuant to a transaction permitted by both the terms of the
Bank Credit Agreement and the Pru Note Agreement, the Collateral Agent shall promptly release such Collateral in accordance with the directions
of the Agent and the Required Holders under the Pru Note Agreement. The Collateral Agent shall not otherwise release or subordinate any lien on
any Collateral except pursuant to Section 7 or Section 20.
20. Release and Termination. All of the Collateral shall be released and this Agreement shall be terminated on the earlier of:
(a) the date on which (i) the Collateral Agent shall have received from each of the Secured Parties written notice that all Secured
Obligations (other than contingent indemnity obligations) owing to such Secured Party have been paid in full and (ii) all Collateral
Agent’s Expenses shall have been paid in full; or
(b) the date on which (i) the Collateral Agent shall have received written notice from (1) the Agent and (2) the Pru Noteholders
directing the Collateral Agent to release the Collateral, and (ii) all Collateral Agent’s Expenses shall have been paid in full.
21. Amendments and Waivers of Collateral Documents. The Collateral Agent shall not execute or deliver any amendment or waiver,
other than any amendments or waivers which are of a technical nature, with respect to any Collateral Document except at the direction or with the
consent of the Requisite Secured Parties.
22. Notices With Respect to Secured Creditor Documents. Each of the Agent and each Pru Noteholder agrees to use its best efforts to
give to the other (a) copies of any notice of the occurrence or existence of any default in payment of the Secured Obligations sent to the Borrower
and/or any Subsidiary of the Borrower, simultaneously with the sending of such notice to the Borrower and/or such Subsidiary, and (b) notice of
any acceleration of the Loans or the Pru Notes, promptly upon such acceleration, but the failure to give any of the foregoing notices shall not affect
the validity of such notice of default or such acceleration or create a cause of action against or cause a forfeiture of any rights of the party failing to
give such notice or create any claim or right on behalf of any third party.
23. No Other Security. Neither the Agent nor any Secured Party shall take or receive a security interest in or lien upon any of the
property or assets of the Borrower or any of its Subsidiaries as security for the Secured Obligations other than pursuant to this Agreement and the
Collateral Documents or as security for any other obligations of the Borrower or any of its Subsidiaries other than
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the Secured Obligations. The existence of a common law lien and setoff rights on deposit accounts shall not be prohibited by the provisions of this
Section 23 provided that any realization on such lien or setoff rights and the application of the proceeds thereof shall be subject to the provisions
of this Agreement. Each Secured Party agrees that it will have recourse to the Collateral only through the Collateral Agent, that it shall have no
independent recourse thereto and that it shall refrain from exercising any rights or remedies under the Collateral Documents which have or may
have arisen or which may arise as a result of an Event of Default or an acceleration of the Secured Obligations, except that, upon the direction of the
Requisite Secured Parties, any Secured Party may set off any amount of any balances held by it for the account of the Borrower or any Guarantor or
any other property held or owing by it to or for the credit or for the account of the Borrower or any Guarantor provided that the amount set off is
delivered to the Collateral Agent for application pursuant to Section 8 hereof. Without such direction, no Secured Party shall set off any such
amount.
24. Accounting; Invalidated Payments. (a) The Agent and each Secured Party agrees to render an accounting to any of the others of
the outstanding amounts of the Secured Obligations, of receipts of payments from the Borrower, any Subsidiary of the Borrower and any Guarantor
and of other items relevant to the provisions of this Agreement upon the reasonable request from one of the others as soon as reasonably
practicable after such request.
(b) To the extent that any payment received by any Secured Party pursuant to a distribution under Section 9(a) hereof is subsequently
invalidated, declared fraudulent or preferential, set aside or required to be paid to a trustee, receiver, or any other party under any bankruptcy act,
state or federal law, common law or equitable cause, then each other Secured Party that received a payment pursuant to such distribution shall
purchase from the Secured Party whose payment was invalidated (the “Affected Secured Party”), at such time as the Affected Secured Party is
required to return or repay such payment, an undivided participation interest in the Affected Secured Parties’ Secured Obligations in an amount
such that after such purchase the amount of such distribution (after deduction of the invalidated payment) shall have been shared ratably among
the Secured Parties as contemplated by Section 9(a) hereof.
25. Continuing Agreement. This Agreement shall in all respects be a continuing, absolute, unconditional and irrevocable agreement,
and shall remain in full force and effect until terminated in accordance with Section 20. Without limiting the generality of the foregoing, this
Agreement shall survive the commencement of any bankruptcy, reorganization, compromise, arrangement, insolvency, readjustment of debt,
dissolution or liquidation or similar proceeding involving the Borrower, a Subsidiary of the Borrower or a Guarantor. The Collateral Agent and each
Secured Party agrees that this Agreement shall continue to be effective or be reinstated, as the case may be, if at any time any payment (in whole or
in part) of any of the Secured Obligations pursuant to any distribution hereunder is rescinded or must otherwise be restored by the Collateral
Agent or any Secured Party, upon the insolvency, bankruptcy or reorganization of the Borrower, a Subsidiary of the Borrower or a Guarantor or
otherwise, as though such payment had not been made.
26. Representations and Warranties. Each of the parties hereto severally represents and warrants to the other parties hereto that it has
full corporate power, and has taken all action necessary, to execute and deliver this Agreement and to fulfill its obligations hereunder, and that no
governmental or other authorizations are required in connection herewith, and that this Agreement constitutes its legal, valid and binding
obligation, enforceable in accordance with its terms, except as limited by bankruptcy, insolvency, reorganization, moratorium, regulatory and similar
laws of general application and by general principles of equity.
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27. Binding Effect. This Agreement shall be binding upon, and inure to the benefit of and be enforceable by, the Collateral Agent, the
Secured Parties and each of their respective successors, transferees and assigns. Without limiting the generality of the foregoing sentence, if any
Secured Party assigns or otherwise transfers (in whole or in part) to any other person or entity the Secured Obligations to such Secured Party
under the Bank Credit Agreement or the Pru Note Agreement, such other person or entity shall thereupon become vested with all rights and
benefits, and become subject to all the obligations, in respect thereof granted to or imposed upon such Secured Party under this Agreement.
28. No Reliance by Borrower. None of the Borrower, any Subsidiary of the Borrower, or any Guarantor shall have any rights under this
Agreement or be entitled, in any manner whatsoever, to rely upon or enforce, or to raise as a defense, the provisions of this Agreement or the
failure of the Collateral Agent, the Agent or any Secured Party to comply with such provisions.
29. Other Proceedings. Nothing contained herein shall limit or restrict the independent right of any Secured Party to initiate an action or
actions in any bankruptcy, reorganization, compromise, arrangement, insolvency, readjustment of debt, dissolution or liquidation or similar
proceeding in its individual capacity and to appear or to be heard on any matter before the bankruptcy or other applicable court in any such
proceeding, including, without limitation, with respect to any questions concerning the post-petition usage of collateral and post-petition financing
arrangement; provided that neither the Collateral Agent nor any Secured Party shall contest the validity or enforceability of or seek to avoid, have
declared fraudulent or have set aside any of the Secured Obligations.
30. Amendments and Waivers. No amendment to or waiver of any provision of this Agreement, nor consent to any departure by any
Secured Party, the Agent or the Collateral Agent herefrom, shall in any event be effective unless the same shall be in writing and signed by the
“Required Holders” (as defined in and under the Pru Note Agreement), the Agent (on behalf of the Banks), and the Collateral Agent, and then such
waiver or consent shall be effective only in the specific instance and for the specific purpose for which given. In addition to the foregoing, Sections
8 and 9 and this Section 30 shall not be amended or waived directly or indirectly without the consent of the Collateral Agent and all Secured Parties.
No consent of the Borrower or a Guarantor shall be required for any such amendment, waiver or departure to provisions of this Agreement unless
such amendment, waiver or departure relates to a provision of this Agreement expressly binding upon the Borrower or such Guarantor.
31. Notices. All notices and other communications provided to any party under this Agreement shall be in writing or by facsimile and
addressed, delivered or transmitted to such party at its address or facsimile number set forth (a) in the case of the Agent, the Collateral Agent and
each of the Banks, on Annex I hereto, (b) in the case of the Pru Noteholders listed on Annex II hereto, on Annex II hereto, (c) in the case of the
Borrower or any Guarantor, on Annex III hereto, or (d) in any case, at such other address or facsimile number as may be designated by such party
in a notice (which complies with the other requirements of this Section 31) to the other parties. Any notice, if mailed and properly addressed with
postage prepaid or if properly addressed and sent by prepaid courier service, shall be deemed given when received; and notice, if transmitted by
facsimile, shall be deemed given when transmitted if actually received, and the burden or proving receipt shall be on the transmitting party.
32. No Waiver. No failure or delay on the part of any Secured Party, the Agent or the Collateral Agent in exercising any power or right
under this Agreement shall operate as a waiver thereof, nor shall any single or partial exercise of any such power or right preclude any other or
further exercise thereof or the exercise of any other power or right. The remedies herein provided are cumulative and not exclusive of any remedies
provided by law.
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33. Severability. Whenever possible each provision of this Agreement shall be interpreted in such manner as to be effective and valid
under applicable law, but if any provision of this Agreement shall be prohibited by or invalid under such law, such provision shall be ineffective to
the extent of such prohibition or invalidity, without invalidating the remainder of such provision or the remaining provisions of this Agreement.
34. No Strict Construction. The parties hereto have participated jointly in the negotiation and drafting of this Agreement. In the event
an ambiguity or question of intent or interpretation arises, this Agreement shall be construed as if drafted jointly by the parties hereto and no
presumption or burden of proof shall arise favoring or disfavoring any party by virtue of the authorship of any provisions of this Agreement.
35. GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS
OF THE STATE OF NEW YORK. THIS AGREEMENT CONSTITUTES THE ENTIRE UNDERSTANDING BETWEEN THE PARTIES HERETO
WITH RESPECT TO THE SUBJECT MATTER HEREOF AND SUPERSEDES ANY PRIOR AGREEMENTS, WRITTEN OR ORAL, WITH
RESPECT THERETO.
36. Counterparts. This Agreement may be separately executed and delivered in counterparts and by the different parties hereto in
separate counterparts, each of which when so executed and delivered shall be deemed to constitute one and the same Agreement. Facsimile
transmission of the signature of any party hereto shall be effective as an original signature.
37. Headings. Section headings used in this Agreement are for convenience only and shall not affect the construction of this
Agreement.
38. Additional Pru Noteholders. Any purchaser of Additional Pru Notes pursuant to the Pru Note Agreement not a party to this
Agreement may become a “Pru Noteholder” hereunder, provided that such purchaser shall sign the Addendum to Intercreditor Agreement in the
form of Exhibit A attached hereto by which such purchaser agrees to be bound by the terms of this Agreement. Accordingly, upon the execution
and delivery of the Addendum to Intercreditor Agreement by any such purchaser, such purchaser shall become a Secured Party for all purposes of
this Agreement.
[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by their duly authorized officers.
JPMORGAN CHASE BANK, N.A., as Agent for itself and
on behalf of the Banks
By:
Name:
Title:
Signature Page to
Intercreditor Agreement

THE PRUDENTIAL INSURANCE COMPANY OF
AMERICA, as a Pru Noteholder
By:
Vice President
PRUCO LIFE INSURANCE COMPANY, as a Pru
Noteholder
By:
Vice President
PRUDENTIAL RETIREMENT INSURANCE AND
ANNUITY COMPANY, as a Pru Noteholder
By: Prudential Investment Management, Inc., investment
manager
By:
Vice President
PRUDENTIAL ANNUITIES LIFE ASSURANCE
CORPORATION, as a Pru Noteholder
By: Prudential Investment Management, Inc., investment
manager
By:
Vice President
Signature Page to
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JPMORGAN CHASE BANK, N.A., as Collateral Agent
By:
Name:
Title:
Signature Page to
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The provisions of the last two sentences of Section 8(a) and all of Section 8(c) and Section 9(c) agreed to, by:
ENCORE CAPITAL GROUP, INC.

ASCENSION CAPITAL GROUP, INC.

By:
Name: J. Brandon Black
Title: President

By:
Name: J. Brandon Black
Title: President

MIDLAND CREDIT MANAGEMENT, INC.

MIDLAND FUNDING LLC

By:
Name: J. Brandon Black
Title: President

By:
Name: J. Brandon Black
Title: President

MIDLAND FUNDING NCC-2 CORPORATION

MIDLAND INTERNATIONAL LLC

By:
Name: J. Brandon Black
Title: President

By:
Name: J. Brandon Black
Title: President

MIDLAND PORTFOLIO SERVICES, INC.

MRC RECEIVABLES CORPORATION

By:
Name: J. Brandon Black
Title: President

By:
Name: J. Brandon Black
Title: President

MIDLAND INDIA LLC
By:
Name: Ronald E. Naves, Jr.
Title: Secretary
Signature Page to
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ANNEX I
NOTICE INFORMATION: Any notice or other information required to be delivered hereunder to the Agent, the Banks and/or the Collateral Agent
shall be delivered to the following:
JPMorgan Chase Bank, N.A.
Mid-Corporate Banking
650 Town Center Drive, Suite 1000
Costa Mesa, CA 92626
Attention: Anna C. Ruiz
Telecopy No.: 310-975 1353
anna.c.ruiz@jpmorgan.com

ANNEX II
PRU NOTEHOLDERS: The following are the “Pru Noteholders”:
The Prudential Insurance Company Of America
Pruco Life Insurance Company
Prudential Retirement Insurance And Annuity Company
Prudential Annuities Life Assurance Corporation
NOTICE INFORMATION: Any notice or other information required to be delivered hereunder to any Pru Noteholder shall be delivered to the
following:
c/o Prudential Capital Group
Four Embarcadero Center, Suite 2700
San Francisco, CA 94111
Attention: Managing Director
Telefacsimile: (415) 421-6233

ANNEX III
GUARANTORS: The following are “Guarantors” on the date hereof:
Ascension Capital Group, Inc.
Midland Credit Management, Inc.
Midland Funding LLC
Midland Funding NCC-2 Corporation
Midland International LLC
Midland Portfolio Services, Inc.
MRC Receivables Corporation
Midland India LLC
NOTICE INFORMATION: Any notice or other information required to be delivered hereunder to the Borrower and/or any Guarantor shall be
delivered to the following:
Encore Capital Group, Inc.
8875 Aero Drive, Suite 200
San Diego, California 92123
Attention: General Counsel
Telephone: (858) 309-6964
FAX: (858) 309-6995

EXHIBIT A
ADDENDUM TO INTERCREDITOR AGREEMENT
The undersigned hereby acknowledges receipt of a copy of the Intercreditor Agreement dated as of September 20, 2010 (the “Intercreditor
Agreement”) and agrees to the terms of the Intercreditor Agreement and executes and delivers this Addendum to Intercreditor Agreement and
agrees hereby to become a party to the Intercreditor Agreement with all the rights, benefits and obligations of a Pru Noteholder and Secured Party
(in each case as defined in the Intercreditor Agreement).
The undersigned purchasers have purchased the following Additional Pru Notes [insert description of Additional Pru Notes].
Dated:
[PRU NOTEHOLDERS]
By:
Its
Acknowledged and Agreed:
JPMORGAN CHASE BANK, N.A.,
as Collateral Agent
By:
Its
Exhibit A to
Intercreditor Agreement

Exhibit D-1
FORM OF OPINION OF
SPECIAL COUNSEL TO THE CREDIT PARTIES
(Encore Capital Group, Inc. and the Guarantors)
Matters to be Covered In the Opinion of Special Counsel to the Credit Parties
Reference is made to the Senior Secured Note Purchase Agreement, by and between Encore Capital Group, Inc., a Delaware corporation (the
“Company”), on the one hand, and the Purchasers named therein, on the other hand (the “Note Agreement”). Capitalized terms used herein and not
defined herein have the respective meanings specified for such terms in the Note Agreement.
The closing opinion of PILLSBURY WINTHROP S HAW PITTMAN LLP, special counsel for the Company and the Guarantors (the Guarantors,
together with the Company, are referred to as the “Credit Parties”), required pursuant to Section 4A(d) of the Note Agreement, shall be dated the
Closing Date and shall be to the effect that:
1. Each of the Credit Parties: (a) is duly organized, validly existing and in good standing under the laws of its jurisdiction of organization;
(b) has the requisite power and authority to own and operate its property, to lease the property it operates as lessee and to conduct the business in
which it is currently engaged; and (c) is qualified to do business and is in good standing in each jurisdiction in which the ownership or leasing of
its property or the conduct of its business requires such qualification or in which it maintains an office and where any statutory fines or penalties or
any corporate or similar disability imposed for the failure to so qualify could reasonably be expected to have a Material Adverse Effect.
2. Each of the Credit Parties: (a) has the power and authority to (i) execute and deliver each of the Transaction Documents to which it is a
party (and, in the case of the Company, to issue the Notes), and (ii) perform its obligations, and carry out the transactions under the Transaction
Documents to which it is a party on the terms and conditions set forth therein; and (b) has taken all necessary action to duly authorize the
execution and delivery of each of the Transaction Documents to which it is a party (and, in the case of the Company, the issuance of the Notes),
and the performance of each of the Transaction Documents to which it is a party.
3. Each Credit Party has duly executed and delivered each of the Transaction Documents to which it is party. Each of the Transaction
Documents to which any Credit Party is a party constitutes a valid and binding agreement and obligation of such Credit Party, enforceable against
such Credit Party in accordance with its terms.
4. No authorization, consent or approval of, or registration, declaration or other filing with, any Governmental Authority is required on the
part of any of the Credit Parties for the execution and delivery of the Transaction Documents to which it is a party (and, in the case
1.

of the Company, the issuance of the Notes) or the performance by such Credit Party of its obligations under the Transaction Documents.
5. Each of the (a) execution and delivery by each of the Credit Parties of each of the Transaction Documents to which it is a party (and, in the
case of the Company, the issuance of the Notes), and (b) performance by each of the Credit Parties of its obligations under the Transaction
Documents do not: (i) violate or contravene any provision of any law, statute, rule or regulation of the United States of America or the State of New
York, State of Delaware or the State of California, in each case applicable to the such Credit Party; (ii) to the best of our knowledge, violate or
contravene any order, writ, judgment, decree, determination or award of any Governmental Authority as presently in effect applicable to any of the
Credit Parties; (iii) conflict with or result in a breach of or constitute a default under the articles or certificate of incorporation (or similar charter
document), or the bylaws (or similar document), of any of the Credit Parties; (iv) violate or result in a breach of or constitute any default under any
contract to which any of the Credit Parties or their respective direct or indirect subsidiaries is a party or by which any of them or their respective
property is bound, in each case which contract is material to the operations of the Credit Parties, taken as a whole, a list of which contracts has
been certified to you by the Credit Parties and is set forth on Exhibit A hereto (the “Material Contracts”); or (v) result in or require the creation or
imposition of any lien or other encumbrance on any of the property or revenues of any of the Credit Parties or any of their respective direct or
indirect subsidiaries pursuant to any provision of any Material Contract, or any such law, rule, or regulation.
6. The provisions of the Pledge and Security Agreement are effective under the Uniform Commercial Code of the State of New York (the “New
York UCC”) to create a valid, attached security interest in favor of the Collateral Agent, for the benefit of itself and the Secured Parties, in all right,
title and interest of the Credit Parties in those items and types of Collateral described in the Security Agreement to which Article 9 of the New York
UCC is applicable.
7. Upon the proper filing (as defined in Section 9-516 of the Uniform Commercial Code of the State of Delaware (the “Delaware UCC”)) of the
financing statement naming the Company as debtor in the applicable filing office in the State of Delaware listed on Exhibit B hereto, including the
payment of any requisite filing or recording fees, the Collateral Agent, for the benefit of itself and the Secured Parties, will have a perfected security
interest under Article 9 of the Delaware UCC in so much of the Collateral described in the Pledge and Security Agreement and indicated on such
financing statement as constitutes personal property of such Credit Party in which a security interest can be perfected by the filing of UCC
financing statements in the State of Delaware under Article 9 of the Delaware UCC [SIMILAR OPINIONS FOR FINANCING STATEMENTS OF
EACH OTHER CREDIT PARTY].
8. After giving effect to the delivery (within the meaning given such term by the California UCC) by the applicable Grantors under the Pledge
and Security Agreement to the Collateral Agent pursuant to the Pledge and Security Agreement in pledge, within the State of California, of each of
the stock certificates representing the shares of capital stock of the entities whose names are set forth in item A of Exhibit D to the Pledge and
Security Agreement (the “Pledged Shares”), together with properly completed and effective stock powers endorsing the Pledged Shares and duly
executed by such Grantors in blank, and assuming the continued
2.

possession of the Pledged Shares and of such stock powers by the Collateral Agent within the State of California, the Collateral Agent shall acquire
a valid security interest, for the benefit of itself and the Secured Parties, in all right, title and interest of such Grantors in the Pledged Shares
pursuant to the Pledge and Security Agreement, to the extent that a security interest therein may be created pursuant to Article 9 of the New York
UCC, and such security interest will be perfected, with the consequences of perfection by control with respect to the Pledged Shares accorded by
the California UCC.
9. It is not necessary in connection with the offer, sale and delivery of the Notes to the Purchasers in the manner contemplated by the Note
Agreement to register the Notes under the Securities Act of 1933, as amended, or to qualify an indenture in respect of the Notes under the Trust
Indenture Act of 1939, as amended.
10. None of the Credit Parties is required to register as an “investment company” under the Investment Company Act of 1940, as amended.
None of the Credit Parties is a “public utility” as that term is defined under the Federal Power Act, as amended, and the regulations publicly
promulgated by the Federal Energy Regulatory Commission (“FERC”) thereunder. None of the Credit Parties is a “public utility company” or a
“holding company” of a “public-utility company”, as those terms are defined under the Public Utility Holding Company Act of 2005, and the
regulations promulgated by the FERC thereunder.
11. The extension, arranging and obtaining of the credit represented by the Notes do not violate Regulations T, U or X of the Board of
Governors of the Federal Reserve System.
This opinion is intended solely for your benefit and the benefit of any transferee and is not to be made available to or relied upon by any
other Person, firm, or entity without our prior written consent; provided, however, that this opinion may be made available to Persons with
regulatory authority over you, including, without limitation, the National Association of Insurance Commissioners.
Very truly yours,
PILLSBURY WINTHROP S HAW PITTMAN LLP
3.
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September 20 2010
Purchasers listed on Annex A hereto under the
Note Purchase Agreement, as hereinafter defined.
Re:

Note Purchase Agreement, dated as of September 20, 2010 (the “Note Purchase Agreement”) by and among the Encore Capital Group,
Inc., a Delaware corporation (“Borrower”), and those certain purchasers listed on Exhibit A hereto (the “Purchasers”).

Ladies and Gentlemen:
We have acted as special local counsel to Midland Credit Management, Inc., a Kansas corporation (“Kansas Subsidiary”), in the State of
Kansas in connection with the transactions (the “Transactions”) contemplated by the Note Purchase Agreement.
A.

Documents Reviewed.

In rendering the opinions expressed in this letter, we have examined and relied solely upon executed originals or copies of the following
documents:
Company Records
(i) Kansas Subsidiary’s Articles (the “Kansas Subsidiary’s Articles”), which have been certified to us as of September 16, 2010 by the
Secretary of State of Kansas;
(ii) a Certificate of Good Standing regarding Kansas Subsidiary dated September 16, 2010 and obtained by us from the website of the
Secretary of State of the State of Kansas;
(iii) Kansas Subsidiary’s bylaws (the “Kansas Subsidiary’s Bylaws”), which have been certified by the Secretary of Kansas Subsidiary
as of the Closing Date to be correct and complete;
(iv) a Certificate of the Secretary of Kansas Subsidiary dated as of the Closing Date (the “Secretary’s Certificate”) and the exhibits or
addenda thereto (including a copy of consent resolutions of the directors of Kansas Subsidiary duly authorizing the Transactions, which copy is
certified by the Secretary of Kansas Subsidiary to be true and correct resolutions of the directors of Kansas Subsidiary and in full force mid effect
as of the Closing Date);
(v) a Certificate of the Secretary of Kansas Subsidiary dated as of the Closing Date and attached hereto as Exhibit A (the “Officer’s
Certificate”);
Transaction Documents
(vi) the Note Purchase Agreement;
(vii) an Amended and Restated Pledge and Security Agreement executed by Borrower, Kansas Subsidiary and certain other subsidiaries
of Borrower in favor of Collateral Agent (“Security Agreement”);
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(viii) a Multiparty Guaranty executed by Kansas Subsidiary and certain other subsidiaries of Borrower in favor of Purchasers; and
(ix) an Indemnity and Contribution Agreement executed by the Kansas Subsidiary, the Borrower and certain other subsidiaries of
Borrower.
The documents listed in clauses (i) through (v) above are collectively referred to in this letter as the “Company Records,” and the documents
listed in clauses (vi) through (ix) above are collectively referred to in this letter as the “Transaction Documents.” Capitalized terms used in this
letter without definition have the meanings set forth in the Note Purchase Agreement.
We have also reviewed the Uniform Commercial Code financing statement (the “Financing Statement”) naming Kansas Subsidiary as debtor
and JP Morgan Chase Bank, N.A. (“Collateral Agent”) as collateral agent as secured party, to be filed with the office of the Secretary of State of
the State of Kansas. Unless otherwise indicated, references in this letter to the “UCC” mean the Uniform Commercial Code as in effect on the
Closing Date in the State of Kansas.
B.

Limitations, Qualifications & Assumptions.

We call your attention to the fact that we did not conduct an investigation that independently confirms the assumptions or facts upon which
we render this opinion and, with your permission, we have relied upon the representations and warranties as to factual matters contained in and
made by Kansas Subsidiary in the Transaction Documents and the Company Records together with certain representations and statements made to
us by Kansas Subsidiary and its officers and public officials as to factual matters material to the opinions expressed in this letter. We have no
independent knowledge that any of such facts, representations or statements are untrue. Specifically, but without limitation, we have made no
inquiries of securities holders or employees of Kansas Subsidiary (other than obtaining representations in officer’s certificates from certain officers
of Kansas Subsidiary as described above). No inference as to our knowledge of the existence or absence of any fact should be drawn from the fact
of our limited representation of Kansas Subsidiary in connection with the Transactions. We have not, for purposes of the opinions in this letter,
(i) searched computerized or electronic databases for the docket or records of any court, governmental agency, regulatory body or other filing
office in any jurisdiction, or (ii) undertaken any further inquiry other than as stated in this letter.
In rendering our opinions set forth in Paragraphs 1, 2 and 3(a) below, we have relied exclusively on the Company Records, we have not
obtained tax good standing certificates, and no opinion is provided with respect to tax good standing.
The opinions and statements expressed in this letter are subject to the following assumptions, comments, conditions, exceptions,
qualifications and limitations:
(a) Our opinions and statements expressed in this letter are restricted to matters governed by United States federal law and the laws of the
State of Kansas. We assume the Transaction Documents constitute the legal, valid and binding obligations of the parties thereto, enforceable
against the parties thereto in accordance with their terms.
(b) We express no opinion with respect to: (i) any federal or state securities laws; (ii) the statutes, administrative decisions, rules or
regulations of any county, municipality or any other political subdivision.
(c) We have assumed and relied upon the accuracy of all factual information set forth in the Transaction Documents, Company Records,
instruments and certificates referred to in this letter. In reviewing the Transaction Documents, Company Records, instruments and certificates, we
have assumed the genuineness of all signatures and initials thereon (including those of Kansas Subsidiary), the
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genuineness of all notaries contained thereon, conformance of all copies with the original thereof and originals to all copies thereof, and the
accuracy of all statements, representations and warranties contained therein. We have further assumed that all certificates, documents and
instruments dated prior to the Closing Date (including those of Kansas Subsidiary) remain accurate and correct on the Closing Date.
(d) We have not reviewed any agreements, documents or transactions described or referred to in the Company Records, and we express no
opinion as to the effect of such agreements, documents and transactions upon the Transaction Documents or the matters discussed in this letter.
(e) We have assumed (i) the due execution and delivery of the Transaction Documents by all parties, the corporate or other existence of all
parties (excluding Kansas Subsidiary), and the authorization, power and full legal right of all parties (excluding Kansas Subsidiary) under all
applicable laws and regulations (without approvals, or authorizations, consents or other orders of any public or private body or board other than
those previously obtained) to execute, and deliver, and perform all of such parties’ respective obligations under, the Transaction Documents, (ii) all
natural persons who have executed the Transaction Documents had or have sufficient legal capacity to enter into and perform the obligations
described in such documents, and (iii) in the case of any acknowledged document, the execution thereof has been duly acknowledged by a notary
public, commissioner of deeds or other person necessary under the law of the applicable jurisdiction to authenticate such document.
(f) We have assumed that: (i) there is no agreement, or instrument (whether written or oral), or any course of dealing or performance, trade
practice, or usage of trade, defining, supplementing, amending, modifying, waiving or qualifying the terms of any of the Transaction Documents,
(ii) the Transaction Documents accurately reflect the complete understanding of the parties with respect to the transactions contemplated thereby
and the rights and obligations of the parties thereunder, and (iii) the terms and conditions of the Transactions as reflected in the Transaction
Documents have not been amended, modified or supplemented, directly or indirectly, by any other agreement or understanding of the parties or
any waiver of any of the material provisions of the Transaction Documents.
(g) We have assumed the absence of any circumstance (such as, but not limited to, fraud, inducement, duress, waiver, estoppel, unintentional
or intentional mistake, criminal activity or failure of consideration) extrinsic to the Transaction Documents that might give rise to a defense against
enforcement of the Transaction Documents. We have also assumed that the conduct of the parties has complied with any requirement of good
faith, fair dealing and conscionability. We have further assumed that Purchasers, Collateral Agent and the other recipients of this letter have acted
in good faith and without notice of any defense against enforcement of any rights created by, or any adverse claim to any property transferred or
secured as a part of or contemplated by, the Transaction Documents.
(h) We have made no examination of, and we express no opinion with respect to: (i) title to, or the nature or extent of Kansas Subsidiary’s
interest or rights in, any of the real or personal property constituting Collateral; (ii) any description of the Collateral in Financing Statement or any
of the Transaction Documents; (iii) the existence or non-existence of liens, security interests, charges or encumbrances on or in the Collateral;
(iv) the priority of any liens on any part of the Collateral; (v) the public records of any state or any county or other political subdivision thereof;
(vi) the truth of any representation or warranty regarding the Collateral in any of the Transaction Documents; (vii) the existence, condition or
location of any of the Collateral; or (viii) any other matter not expressly addressed in this letter. We have assumed that, to the extent that the
assignment or encumbrance of any licenses, franchises, leases, plans, specifications, operating agreements, service contracts, accounts, contract
rights, general intangibles, or other contracts, claims, property, rights, interests or other Collateral that any Transaction Document purports to
assign or encumber requires the consent of another party, such consents have been obtained.
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(i) We assume that the Collateral described in the Financing Statement includes and is limited to certain personal property owned by Kansas
Subsidiary (specifically excluding fixtures) described in the Security Agreement and in which a security interest may be perfected by the filing of a
UCC financing statement (the “Financing Statement Collateral”). We render no opinion with respect to the perfection of a security interest with
respect to any of the Financing Statement Collateral that must be perfected by a method other than the filing of the Financing Statement. We have
assumed that the Financing Statement Collateral exists, Kansas Subsidiary has sufficient “rights” (as defined in the UCC) in the Financing
Statement Collateral for the security interest granted by the Security Agreement to attach, and Purchasers have given Kansas Subsidiary
“value” (as defined in the UCC) in accordance with the Security Agreement. We have also assumed that (i) neither Kansas Subsidiary nor any
Purchaser uses any trade names or does business under any names other than the names indicated on the Financing Statement, and (ii) the
addresses for Kansas Subsidiary and Collateral Agent appearing on the Financing Statement constitute their correct and complete mailing
addresses. We have assumed the due recordation or filing of the Financing Statement with, and the acceptance for filing by, the Kansas Secretary
of State and the payment of all filing and recording fees.
(j) We express no opinion regarding the perfection of any security interest in (i) any Financing Statement Collateral acquired by Kansas
Subsidiary after the Closing Date, or (ii) proceeds (as defined in Section 9-102(a)(64) of the UCC) of the Financing Statement Collateral. Our opinion
with respect to the perfection of a security interest in proceeds of the Financing Statement Collateral is limited by Section 9-315 of the UCC. We
express no opinion regarding Collateral Agent’s security interests, on behalf of Purchasers, in any collateral that is or becomes an accession to, or
commingled or processed with, other collateral to the extent that the security interest of Collateral Lender and Purchasers is limited by Section 9-335
or Section 9-336 of the UCC. We express no opinion regarding security interests in any collateral that is subject to a statute, regulation or treaty of
the United States of America that provides for a national or international registration or a national or international certificate of title for the
perfection of a security interest therein or that specifies a place of filing different from the place specified in the UCC for filing to perfect such
security interest.
(k) We note that a security interest in the Collateral may be perfected either by taking possession of the Collateral or by filing the Financing
Statement and that we have assumed that both courses of action will be taken with respect to Collateral consisting of money, instruments,
certificated securities, tangible chattel paper, and negotiable documents (as such terms are defined in the UCC, collectively the “Possessory
Collateral”). We note further that, with respect to perfection by possession, the local law of the jurisdiction where the related Collateral is located
will govern (i) the perfection, the effect of perfection or non-perfection, and the priority of a possessory security interest in such Collateral, and
(ii) the effect of perfection or non-perfection and the priority of a non-possessory security interest in such Collateral. We assume the Purchasers
have taken possession of the Possessory Collateral in Kansas and that the Possessory Collateral is located, within the meaning of Sections 9-301
and 9-305 of the UCC, only in the State of Kansas.
(l) We express no opinion with respect to any security interest in any of the Collateral constituting “fixtures” under the UCC.
(m) We express no opinion as to any actions that may be required to be taken periodically under the UCC or other applicable law in order for
the effectiveness of the Financing Statement, or the validity or perfection of any security interest, to be maintained. In addition, actions taken by
Collateral Agent and Purchasers (e.g. releasing or assigning its security interest or delivering possession of any collateral to Kansas Subsidiary or
another person) may affect the validity and perfection of its security interests, and there may be limitations on the exercise of Purchasers’ remedies
arising out of any failure by Purchasers of Collateral Agent to comply with statutory requirements or judicial decisions in the actual exercise of its
rights in connection with the foreclosure, sale or other enforcement of its security interests
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in any collateral granted pursuant to the Transaction Documents. Specifically, our opinion regarding the creation and perfection of Collateral
Agent’s liens, on behalf of Purchasers in the Collateral should not be read or construed to include any opinion as to: (i) the obligation to account
for any surplus arising from the sale or other disposition of collateral and the application of proceeds thereof to the satisfaction of indebtedness
secured thereby; (ii) Collateral Agent’s or Purchasers’ retention or disposition of any collateral and equity of redemption; (iii) acceptance by
Purchasers or Collateral Agent of any collateral in discharge of any obligation secured; (iv) the marshalling of any collateral; (v) Collateral Agent’s
or Purchasers’ liability for failure to comply with Part 6 of Article 9 of the UCC; or (vi) to the extent not covered by the preceding clauses (i) through
(v), any rights and remedies (and corresponding duties) prohibited pursuant to Section 9-602 of the UCC from being waived, varied or released.
(n) We express no opinion as to the priority of any Transaction Document or security interest, including (i) liens for the payment of federal,
state or local taxes or charges that are given priority by operation of law, including under Sections 6321 and 6323(c)(2) and (d) of the Internal
Revenue Code; (ii) claims of the United States of America under the federal priority statutes (31 U.S.C. Section 3713 et seq.); (iii) liens in favor of the
United States of America, any state or local governmental authority or any agency or instrumentality thereof (including liens arising under Title IV
of ERISA) that are given priority by operation of law; (iv) liens of a collecting bank under Section 4-210 of the UCC; (v) the rights of a “lien
creditor” as defined in Section 9-102(52) of the UCC, which is entitled to priority under Section 9-323(b) of the UCC; (vi) security interests in respect
of proceeds of collateral, to the extent that the applicable secured party has a perfected security interest in such proceeds under Section 9-315 and
such interest is entitled to priority under Section 9-322 of the UCC; (vii) the rights of a “purchaser” of instruments, documents, and securities who
is entitled to priority under Section 9-331 of the UCC; (viii) any other liens, claims or other interests that arise by operation of law and do not require
any filing or possession in order to take priority over security interests perfected through the filing of a financing statement or the possession of
collateral; (ix) a security interest that was perfected automatically upon attachment pursuant to Section 9-309 of the UCC prior to the perfection of
Collateral Agent’s security interest in the Collateral under the Transaction Documents; (x) a security interest temporarily perfected without filing or
possession under Section 9-312(e), (f) or (g) of the UCC; (xi) a security interest in deposit accounts, electronic chattel paper, investment property or
letter-of-credit rights that is perfected by control under Section 9-314 of the UCC; and (xii) the rights of any person or entity to whom any of the
Collateral has been released or reassigned or in whose favor the security interest of Collateral Agent, on behalf of Purchasers, has been
subordinated.
(o) We express no opinion as to the enforceability or priority of future advances made pursuant to the Transaction Documents.
(p) We note specifically that Section 552 of the United States Bankruptcy Code, 11 U.S.C. § 101, et seq., limits the extent to which property
acquired by a debtor after the commencement of a case under the United States Bankruptcy Code may be subject to a security interest arising from
a security agreement entered into by such debtor before the commencement of the case, and Section 547 of the United States Bankruptcy Code may
render a security interest in such after-acquired property voidable to the extent it serves as collateral for any antecedent debt, subject to the
exceptions provided in this letter.
(q) None of the opinions set forth in this letter include any implied opinion unless such implied opinion is both (i) essential to the legal
conclusion reached by the express opinions set forth herein and (ii) based upon prevailing norms and expectations among experienced lawyers in
the State of Kansas, reasonable under the circumstances. Moreover, unless explicitly addressed in this letter, the opinions set forth herein do not
address any of the following legal issues, and we specifically express no opinion with respect thereto: (1) federal securities laws and regulations,
state blue sky laws and regulations; (2) Federal Reserve Board margin regulations; (3) pension and employee benefit laws and regulations;
(4) federal and state anti-trust and unfair competition laws and regulations; (5) federal and
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state laws and regulations concerning filing and notice requirements (e.g. Hart-Scott-Rodino and Exon-Florio); (6) federal and state environmental
laws and regulations; (7) federal patent, copyright and trademark, state trademark and other federal and state intellectual property laws and
regulations; (8) federal and state racketeering laws and regulations; (9) federal and state health and safety laws and regulations; and (10) federal
and state labor laws and regulations.
C.

Opinions.

Based on the foregoing, and qualified in the manner and to the extent set forth in this letter, we are of the opinion that:
1. Kansas Subsidiary is a corporation duly incorporated, validly existing and in good standing under the laws of the State of Kansas.
2. Kansas Subsidiary has all requisite corporate power and authority to (a) own and encumber its properties and (b) execute, deliver and
perform its obligations under the Transaction Documents to which it is a party. The execution, delivery and performance by Kansas Subsidiary of
the Transaction Documents to which it is a party has been duly authorized by all necessary corporate action.
3. The execution and delivery by Kansas Subsidiary of each of the Transaction Documents to which it is a party, and the performance by
Kansas Subsidiary of its obligations thereunder, do not: (a) conflict with, result in a breach of, or constitute (with notice or lapse of time or both) a
default under, Kansas Subsidiary’s Articles or Kansas Subsidiary’s Bylaws; or (b) violate any Kansas or federal statute or regulation known to us
to be applicable to Kansas Subsidiary or its property.
4. The Financing Statement is in proper form for filing and upon the filing of the Financing Statement with the Kansas Secretary of State,
Purchasers will have a perfected security interest in that part of the Financing Statement Collateral in which a security interest is perfected by filing
a financing statement under the UCC.
5. The provisions of the Security Agreement are effective under the UCC to create a valid security interest in favor of Collateral Agent, on
behalf of Purchasers, in so much of the collateral described in the Security Agreement as constitutes personal property to which Article 9 of the
UCC is applicable, securing the obligations purported to be secured by the Security Agreement;
6. Upon execution of the Security Agreement and delivery to Collateral Agent, for the benefit of Purchasers, of the Possessory Collateral,
Collateral Agent will have a perfected security interest in such Possessory Collateral, for the benefit of Purchasers.
This letter is furnished to you at your request and is intended solely for your information and use and the use of your successors and
assigns in connection with the Transactions, and may not, without our prior written consent, be relied upon by any person or entity other than you
and your successors and assigns or for any other purpose.
This letter is a confidential communication and is not to be quoted in whole or in part or otherwise referred to, furnished, used, reproduced,
distributed or disclosed, nor is it to be filed with any governmental agency or any other person or entity other than those referenced in the
preceding sentence without, in each instance, our prior written consent. Notwithstanding the foregoing, at your request, we hereby consent to
delivery hereof to (but not reliance by) the Collateral Agent’s or any Purchaser’s auditors, advisors, counsels, any Governmental Authority, as
such term is defined in the Note Purchase Agreement, or any other person, if requested or required, in the exercise of audit or regulatory oversight
of the Collateral Agent or such Purchaser, including, without limitation, the NAIC.
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The information set forth in this letter is as of the Closing Date, and we undertake no obligation or responsibility to, after the Closing Date,
update or supplement this opinion in response to or to make you aware of subsequent changes in the status of the law, future events occurring or
information arising that, in any such case, affects or may affect the transactions contemplated by the Transaction Documents, The foregoing
opinions should not be construed as relating to any matter other than the Transactions.
Very truly yours,
/s/ POLSINELLI SHUGHART PC
POLSINELLI SHUGHART PC

Exhibit A
OFFICER’S CERTIFICATE OF
MIDLAND CREDIT MANAGEMENT, INC.
POLSINELLI SHUGHART PC
September 20, 2010
Reference is hereby made to: (i) that certain Note Purchase Agreement dated as of September 20, 2010 (the “Note Purchase Agreement”)
among the Encore Capital Group, Inc., a Delaware corporation (“Borrower”), certain purchasers party thereto (the “Purchasers”); (ii) an Amended
and Restated Pledge and Security Agreement executed by Borrower, Midland Credit Management, Inc. (the “Company”) and certain other
subsidiaries of Borrower in favor of Collateral Agent (the “Pledge Agreement”); (iii) a Multiparty Guaranty executed by the Company and certain
other subsidiaries of Borrower in favor of Purchasers (the “Guaranty”), (iv) an Indemnity and Contribution Agreement executed by the Company,
the Borrower and certain other subsidiaries of Borrower (the “Indemnity”, and together with the Note Purchase Agreement, the Pledge Agreement
and the Guaranty, the “Transaction Documents”); and (iv) the transactions contemplated by the Transaction Documents (the “Transactions”).
In connection with and as a condition to the Transactions, Polsinelli Shughart PC (“PS”) has been requested to deliver certain legal opinions (the
“Opinions”) to the Purchasers. Capitalized terms used in this certificate without definition have the meanings set forth in the Opinions.
The undersigned, being the duly appointed President of the Company, certifies to PS, after due inquiry and review of the Opinion and the
Transaction Documents, on behalf of the Company, that:
1. The Company has the full power and authority to execute and deliver, and to perform all of its duties and obligations contemplated by the
Transaction Documents.
2. Each person who, as an officer or representative of the Company, signed the Transaction Documents or any other document or certificate
delivered by or on behalf of the Company prior hereto or on the date hereof in connection with the Transactions, was, at the respective times of
such signing and delivery, and is as of the date hereof, duly elected or appointed, qualified and acting as such officer or representative, and the
signature of each such person appearing on any such documents is his or her genuine signature.
3. The Company understands that PS is relying on this certificate in connection with delivery of the Opinions and that PS would be unwilling
to deliver the Opinions but for the assurances by the Company contained herein.
4. Any actions on the part of the Company contemplated in the Opinions to have occurred on or prior to the date hereof have in fact so
occurred.
5. The factual statements and assumptions made in the Opinions, insofar as they relate to the Company or the rights, duties, obligations,
actions or financial conditions of the Company or to the Transaction Documents to which the Company is a party, are true and correct as of the
date hereof,
6. The Company has no reason to believe that any statement or fact expressed in the Opinions is untrue, inaccurate, incomplete or misleading.
The Company is not aware of the existence of any material fact omitted from the Opinions that could reasonably be expected to impact the legal
opinions set forth in the Opinions.

7. The Company has no reason to believe that the representations and warranties made by the Company in the Transaction Documents and
any other document or certificate related thereto are not true and correct as of the date hereof.
8. No assignment or encumbrance of any licenses, franchises, leases, plans, specifications, operating agreements, service contracts,
accounts, contract rights, general intangibles, or other contracts, claims, property, rights or interests that any Transaction Document purports to
assign or encumber requires the consent of another party or, if any such consent is required, such consent has been obtained.
9. The individual signing this certificate has been duly authorized to execute and deliver this certificate to PS on behalf of the Company.
[Remainder of Page Intentionally Left Blank; Signature Page Follows]

MIDLAND CREDIT MANAGEMENT, INC.
By:
J. Brandon Black, President and CEO

Annex A
Purchasers
The Prudential Insurance Company Of America
Pruco Life Insurance Company
Prudential Retirement Insurance And Annuity Company
Prudential Annuities Life Assurance Corporation

Exhibit D-3
LAPP, LIBRA, THOMSON, STOEBNER & PUSCH
CHARTERED
ATTORNEYS AT LAW

120 S OUTH S IXTH S TREET
S UITE 2500
MINNEAPOLIS, MINNESOTA 55402
(612)338-5815
FAX: (612) 338-6651
September 20, 2010
Purchasers listed on Annex A hereto under the
Note Purchase Agreement, as hereinafter defined.
Re:

Senior Secured Note Purchase Agreement, dated as of September 20, 2010 (the “Note Purchase Agreement”) by and among Encore
Capital Group, Inc., a Delaware corporation (“Borrower”), and those certain purchasers listed on Exhibit A hereto (the “Purchasers”).

Ladies and Gentlemen:
We have acted as special local counsel to Midland India LLC, a Minnesota limited liability company (“Minnesota Subsidiary”), in the State
of Minnesota in connection with the transactions (the “Transactions”) contemplated by the Note Purchase Agreement.
A.

Documents Reviewed.

In rendering the opinions expressed in this letter, we have examined and relied solely upon executed originals or copies of the following
documents:
Company Records
(i) Minnesota Subsidiary’s Articles of Organization, as amended to date (collectively, the “Minnesota Subsidiary’s Articles”) which
have been certified to us as of September 16, 2010 by the Secretary of State of the State of Minnesota;
(ii) a Certificate of Good Standing (the “Certificate of Good Standing”) regarding Minnesota Subsidiary issued on September 16, 2010
by the Secretary of State of the State of Minnesota;
(iii) Minnesota Subsidiary’s Operating Agreement (the “Minnesota Subsidiary’s Operating Agreement”), which have been certified by
the Secretary of Minnesota Subsidiary as of the Closing Date to be correct and complete;
(iv) a Certificate of the Secretary of Minnesota Subsidiary dated as of the Closing Date (the “Secretary’s Certificate”) and the exhibits
or addenda thereto (including a copy of resolutions of the governors of Minnesota Subsidiary duly authorizing the Transactions, which copy is
certified by the Secretary of Minnesota Subsidiary to be true and correct resolutions of the governors of Minnesota Subsidiary and in full force and
effect as of the Closing Date);
(v) a Certificate of the President of Minnesota Subsidiary dated as of the Closing Date and attached hereto as Exhibit A (the “Officer’s
Certificate”);
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Transaction Documents
(vi) the Note Purchase Agreement;
(vii) an Amended and Restated Pledge and Security Agreement executed by Borrower, Minnesota Subsidiary and certain other
subsidiaries of Borrower in favor of Collateral Agent (“Security Agreement”);
(viii) a Multiparty Guaranty executed by Minnesota Subsidiary and certain other subsidiaries of Borrower in favor of Purchasers; and
(ix) an Indemnity and Contribution Agreement executed by Minnesota Subsidiary, the Borrower and certain other subsidiaries of
Borrower.
The documents listed in clauses (i) through (v) above are collectively referred to in this letter as the “Company Records,” and the documents
listed in clauses (vi) through (ix) above are collectively referred to in this letter as the “Transaction Documents.” Capitalized terms used in this
letter without definition have the meanings set forth in the Note Purchase Agreement.
We have also reviewed the Uniform Commercial Code financing statement no. 201019088181 filed with the Secretary of State of the State of
Minnesota (“Filing Office”) on February 9, 2010, as amended by the UCC Financing Statement Amendment to be filed with the Filing Office
(collectively the “Financing Statement”) naming Minnesota Subsidiary as debtor and JP Morgan Chase Bank, N.A. (“Collateral Agent”) as
collateral agent as secured party. Unless otherwise indicated, references in this letter to the “UCC” mean the Uniform Commercial Code as in effect
on the Closing Date in the State of Minnesota.
B.

Limitations, Qualifications & Assumptions.

We call your attention to the fact that we did not conduct an investigation that independently confirms the assumptions or facts upon which
we render this opinion and, with your permission, we have relied upon the representations and warranties as to factual matters contained in and
made by Minnesota Subsidiary in the Transaction Documents and the Company Records together with certain representations and statements
made to us by Minnesota Subsidiary and its officers and public officials as to factual matters material to the opinions expressed in this letter. We
have no independent knowledge that any of such facts, representations or statements are untrue. Specifically, but without limitation, we have made
no inquiries of securities holders or employees of Minnesota Subsidiary (other than obtaining representations in officer’s certificates from certain
officers of Minnesota Subsidiary as described above). No inference as to our knowledge of the existence or absence of any fact should be drawn
from the fact of our limited representation of Minnesota Subsidiary in connection with the Transactions. We have not, for purposes of the opinions
in this letter, (i) searched computerized or electronic databases for the docket or records of any court, governmental agency, regulatory body or
other filing office in any jurisdiction, or (ii) undertaken any further inquiry other than as stated in this letter.
In rendering our opinions set forth in Paragraphs 1, 2 and 3(a) below, we have relied exclusively on the Company Records. In rendering the
opinion in Paragraph 3(b) below, such opinion is limited to such laws, rules or regulations that in our experience are typically applicable to a
transaction of the nature contemplated by the Transaction Documents.
The opinions and statements expressed in this letter are subject to the following assumptions, comments, conditions, exceptions,
qualifications and limitations:

LAPP, LIBRA, THOMSON, STOEBNER & PUSCH
CHARTERED
Page 3
(a) Our opinions and statements expressed in this letter are restricted to matters governed by United States federal law and the laws of the
State of Minnesota. We assume the Transaction Documents with a governing law provision other than Minnesota constitute the legal, valid and
binding obligations of the parties thereto, enforceable against the parties thereto in accordance with their terms.
(b) We express no opinion with respect to: (i) any federal or state securities laws; or (ii) the statutes, administrative decisions, rules or
regulations of any county, municipality or any other political subdivision of the State of Minnesota.
(c) We have assumed and relied upon the accuracy of all factual information set forth in the Transaction Documents, Company Records,
instruments and certificates referred to in this letter. In reviewing the Transaction Documents, Company Records, instruments and certificates, we
have assumed the genuineness of all signatures and initials thereon (including those of Minnesota Subsidiary), the genuineness of all notaries
contained thereon, conformance of all copies with the original thereof and originals to all copies thereof, and the accuracy of all statements,
representations and warranties contained therein. We have further assumed that all certificates, documents and instruments dated prior to the
Closing Date (including those of Minnesota Subsidiary) remain accurate and correct on the Closing Date,
(d) We have not reviewed any agreements, documents or transactions described or referred to in the Company Records, and we express no
opinion as to the effect of such agreements, documents and transactions upon the Transaction Documents or the matters discussed in this letter.
(e) We have assumed (i) the due execution and delivery of the Transaction Documents by all parties, the corporate or other existence of all
parties (excluding Minnesota Subsidiary), and the authorization, power and full legal right of all parties (excluding Minnesota Subsidiary) under all
applicable laws and regulations (without approvals, or authorizations, consents or other orders of any public or private body or board other than
those previously obtained) to execute, and deliver, and perform all of such parties’ respective obligations under, the Transaction Documents, (ii) all
natural persons who have executed the Transaction Documents had or have sufficient legal capacity to enter into and perform the obligations
described in such documents, and (iii) in the case of any acknowledged document, the execution thereof has been duly acknowledged by a notary
public, commissioner of deeds or other person necessary under the law of the applicable jurisdiction to authenticate such document.
(f) We have assumed that: (i) there is no agreement, or instrument (whether written or oral), or any course of dealing or performance, trade
practice, or usage of trade, defining, supplementing, amending, modifying, waiving or qualifying the terms of any of the Transaction Documents,
(ii) the Transaction Documents accurately reflect the complete understanding of the parties with respect to the transactions contemplated thereby
and the rights and obligations of the parties thereunder, and (iii) the terms and conditions of the Transactions as reflected in the Transaction
Documents have not been amended, modified or supplemented, directly or indirectly, by any other agreement or understanding of the parties or
any waiver of any of the material provisions of the Transaction Documents.
(g) We have assumed the absence of any circumstance (such as, but not limited to, fraud, inducement, duress, waiver, estoppel, unintentional
or intentional mistake, criminal activity or failure of consideration) extrinsic to the Transaction Documents that might give rise to a defense against
enforcement of the Transaction Documents. We have also assumed that the conduct of the parties has complied with any requirement of good
faith, fair dealing and conscionability. We have further assumed that Purchasers, Collateral Agent and the other recipients of this letter have acted
in good faith and without notice of any defense against enforcement of any rights created by, or any adverse claim to any property transferred or
secured as a part of or contemplated by, the Transaction Documents.
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(h) We have made no examination of, and we express no opinion with respect to: (i) title to, or the nature or extent of Minnesota Subsidiary’s
interest or rights in, any of the real or personal property constituting Collateral; (ii) any description of the Collateral in Financing Statement or any
of the Transaction Documents; (iii) the existence or non-existence of liens, security interests, charges or encumbrances on or in the Collateral;
(iv) the priority of any liens on any part of the Collateral; (v) the public records of any state or any county or other political subdivision thereof;
(vi) the truth of any representation or warranty regarding the Collateral in any of the Transaction Documents; (vii) the existence, condition or
location of any of the Collateral; or (viii) any other matter not expressly addressed in this letter. We have assumed that, to the extent that the
assignment or encumbrance of any licenses, franchises, leases, plans, specifications, operating agreements, service contracts, accounts, contract
rights, general intangibles, or other contracts, claims, property, rights, interests or other Collateral that any Transaction Document purports to
assign or encumber requires the consent of another party, such consents have been obtained.
(i) We assume that the Collateral described in the Financing Statement includes and is limited to certain personal property owned by
Minnesota Subsidiary (specifically excluding fixtures) described in the Security Agreement and in which a security interest may be perfected by the
filing of a UCC financing statement in the Filing Office (the “Financing Statement Collateral”), We render no opinion with respect to the
perfection of a security interest with respect to any of the Financing Statement Collateral that must be perfected by a method other than the filing of
the Financing Statement in the Filing Office. We have assumed that the Financing Statement Collateral exists, Minnesota Subsidiary has sufficient
“rights” (as defined in the UCC) in the Financing Statement Collateral for the security interest granted by the Security Agreement to attach, and
Purchasers have given Minnesota Subsidiary “value” (as defined in the UCC) in accordance with the Security Agreement. We have also assumed
that (i) neither Minnesota Subsidiary nor any Purchaser uses any trade names or does business under any names other than the names indicated
on the Financing Statement, and (ii) the addresses for Minnesota Subsidiary and Collateral Agent appearing on the Financing Statement constitute
their correct and complete mailing addresses. We have assumed the due recordation or filing of the Financing Statement with, and the acceptance
for filing by, the Minnesota Secretary of State and the payment of all filing and recording fees.
(j) We express no opinion regarding the perfection of any security interest in (i) any Financing Statement Collateral acquired by Minnesota
Subsidiary after the Closing Date, or (ii) proceeds (as defined in Section 9-102(a)(64) of the UCC) of the Financing Statement Collateral. Our opinion
with respect to the perfection of a security interest in proceeds of the Financing Statement Collateral is limited by Section 9-315 of the UCC. We
express no opinion regarding Collateral Agent’s security interests, on behalf of Purchasers, in any collateral that is or becomes an accession to, or
commingled or processed with, other collateral to the extent that the security interest of Collateral Lender and Purchasers is limited by Section 9-335
or Section 9-336 of the UCC. We express no opinion regarding security interests in any collateral that is subject to a statute, regulation or treaty of
the United States of America that provides for a national or international registration or a national or international certificate of title for the
perfection of a security interest therein or that specifies a place of filing different from the place specified in the UCC for filing to perfect such
security interest.
(k) We note that a security interest in the Collateral may be perfected either by taking possession of the Collateral or by filing the Financing
Statement and that we have assumed that both courses of action will be taken with respect to Collateral consisting of money, instruments,
certificated securities, tangible chattel paper, and negotiable documents (as such terms are defined in the UCC, collectively the “Possessory
Collateral”). We note further that, with respect to perfection by possession, the local law of the jurisdiction where the related Collateral is located
will govern (i) the perfection, the effect of perfection or non-perfection, and the priority of a possessory security interest in such Collateral, and
(ii) the effect of perfection or non-perfection and the priority of a non-possessory security interest in such Collateral. We assume the Purchasers
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have taken possession of the Possessory Collateral in Minnesota and that the Possessory Collateral is located, within the meaning of Sections 9301 and 9-305 of the UCC, only in the State of Minnesota.
(1) We express no opinion with respect to any security interest in any of the Collateral constituting fixtures, as-extracted collateral, timber to
be cut, or farm products under the UCC, any property or transactions excluded from the UCC by virtue of Section 336.9-109, or any motor vehicles,
mobile homes or other property where the ownership is evidenced by a certificate of title.
(m) We express no opinion as to any actions that may be required to be taken periodically under the UCC or other applicable law in order for
the effectiveness of the Financing Statement, or the validity or perfection of any security interest, to be maintained. In addition, actions taken by
Collateral Agent and Purchasers (e.g. releasing or assigning its security interest or delivering possession of any collateral to Minnesota Subsidiary
or another person) may affect the validity and perfection of its security interests, and there may be limitations on the exercise of Purchasers’
remedies arising out of any failure by Purchasers of Collateral Agent to comply with statutory requirements or judicial decisions in the actual
exercise of its rights in connection with the foreclosure, sale or other enforcement of its security interests in any collateral granted pursuant to the
Transaction Documents. Specifically, our opinion regarding the creation and perfection of Collateral Agent’s liens, on behalf of Purchasers in the
Collateral should not be read or construed to include any opinion as to: (i) the obligation to account for any surplus arising from the sale or other
disposition of collateral and the application of proceeds thereof to the satisfaction of indebtedness secured thereby; (ii) Collateral Agent’s or
Purchasers’ retention or disposition of any collateral and equity of redemption; (iii) acceptance by Purchasers or Collateral Agent of any collateral
in discharge of any obligation secured; (i v) the marshalling of any collateral; (v) Collateral Agent’s or Purchasers’ liability for failure to comply with
Part 6 of Article 9 of the UCC; or (vi) to the extent not covered by the preceding clauses (i) through (v), any rights and remedies (and corresponding
duties) prohibited pursuant to Section 9-602 of the UCC from being waived, varied or released.
(n) We express no opinion as to the priority of any Transaction Document or security interest, including (i) liens for the payment of federal,
state or local taxes or charges that are given priority by operation of law, including under Sections 6321 and 6323(c)(2) and (d) of the Internal
Revenue Code; (ii) claims of the United States of America under the federal priority statutes (31 U.S.C. Section 3713 et seq.); (iii) liens in favor of the
United States of America, any state or local governmental authority or any agency or instrumentality thereof (including liens arising under Title IV
of ERISA) that are given priority by operation of law; (iv) liens of a collecting bank under Section 4-210 of the UCC; (v) the rights of a “lien
creditor” as defined in Section 9-102(52) of the UCC, which is entitled to priority under Section 9-323(b) of the UCC; (vi) security interests in respect
of proceeds of collateral, to the extent that the applicable secured party has a perfected security interest in such proceeds under Section 9-315 and
such interest is entitled to priority under Section 9-322 of the UCC; (vii) the rights of a “purchaser” of instruments, documents, and securities who
is entitled to priority under Section 9-331 of the UCC; (viii) any other liens, claims or other interests that arise by operation of law and do not require
any filing or possession in order to take priority over security interests perfected through the filing of a financing statement or the possession of
collateral; (ix) a security interest that was perfected automatically upon attachment pursuant to Section 9-309 of the UCC prior to the perfection of
Collateral Agent’s security interest in the Collateral under the Transaction Documents; (x) a security interest temporarily perfected without filing or
possession under Section 9-312(e), (f) or (g) of the UCC; (xi) a security interest in deposit accounts, electronic chattel paper, investment property or
letter-of-credit rights that is perfected by control under Section 9-314 of the UCC; and (xii) the rights of any person or entity to whom any of the
Collateral has been released or reassigned or in whose favor the security interest of Collateral Agent, on behalf of Purchasers, has been
subordinated.
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(o) We express no opinion as to the enforceability or priority of future advances made pursuant to the Transaction Documents.
(p) We note specifically that Section 552 of the United States Bankruptcy Code, 11 U.S.C. § 101, et seq., limits the extent to which property
acquired by a debtor after the commencement of a case under the United States Bankruptcy Code may be subject to a security interest arising from
a security agreement entered into by such debtor before the commencement of the case, and Section 547 of the United States Bankruptcy Code may
render a security interest in such after-acquired property voidable to the extent it serves as collateral for any antecedent debt, subject to the
exceptions provided in this letter.
(q) None of the opinions set forth in this letter include any implied opinion unless such implied opinion is both (i) essential to the legal
conclusion reached by the express opinions set forth herein and (ii) based upon prevailing norms and expectations among experienced lawyers in
the State of Minnesota, reasonable under the circumstances. Moreover, unless explicitly addressed in this letter, the opinions set forth herein do
not address any of the following legal issues, and we specifically express no opinion with respect thereto: (1) federal securities laws and
regulations, state blue sky laws and regulations; (2) Federal Reserve Board margin regulations; (3) pension and employee benefit laws and
regulations; (4) federal and state antitrust and unfair competition laws and regulations; (5) federal and state laws and regulations concerning filing
and notice requirements (e.g. Hart-Scott-Rodino and Exon-Florio); (6) federal and state environmental laws and regulations; (7) federal patent,
copyright and trademark, state trademark and other federal and state intellectual property laws and regulations; (8) federal and state racketeering
laws and regulations; (9) federal and state health and safety laws and regulations; (10) federal and state labor laws and regulations; or (11) your
compliance with any federal or state law relating to your legal or regulatory status or the nature of your business.
C.

Opinions.

Based on the foregoing, and qualified in the manner and to the extent set forth in this letter, we are of the opinion that:
1. Minnesota Subsidiary is a limited liability company duly organized, validly existing and in good standing under the laws of the State of
Minnesota.
2. Minnesota Subsidiary has all requisite limited liability company power and authority to (a) own and encumber its properties and
(b) execute, deliver and perform its obligations under the Transaction Documents to which it is a party. The execution, delivery and performance by
Minnesota Subsidiary of the Transaction Documents to which it is a party has been duly authorized by all necessary limited liability company
action.
3. The execution and delivery by Minnesota Subsidiary of each of the Transaction Documents to which it is a party, and the performance by
Minnesota Subsidiary of its obligations thereunder, do not: (a) conflict with, result in a breach of, or constitute (with notice or lapse of time or both)
a default under, Minnesota Subsidiary’s Articles or Minnesota Subsidiary’s Operating Agreement; or (b) violate any Minnesota or federal statute
or regulation known to us to be applicable to Minnesota Subsidiary or its property.
4. The Financing Statement is in proper form for filing and upon the filing of the Financing Statement with the Filing Office, Purchasers will
have a perfected security interest in that part of the Financing Statement Collateral in which a security interest is perfected by filing a financing
statement under the UCC in the Filing Office.
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5. The provisions of the Security Agreement are effective under the UCC to create a valid security interest in favor of Collateral Agent, on
behalf of Purchasers, in so much of the collateral described in the Security Agreement as constitutes personal property to which Article 9 of the
UCC is applicable, securing the obligations purported to be secured by the Security Agreement.
6. Upon execution of the Security Agreement and delivery to Collateral Agent, for the benefit of Purchasers, of the Possessory Collateral,
Collateral Agent will have a perfected security interest in such Possessory Collateral, for the benefit of Purchasers.
This letter is furnished to you at your request and is intended solely for your information and use and the use of your successors and
assigns in connection with the Transactions, and may not, without our prior written consent, be relied upon by any person or entity other than you
and your successors and assigns or for any other purpose.
This letter is a confidential communication and is not to be quoted in whole or in part or otherwise referred to, furnished, used, reproduced,
distributed or disclosed, nor is it to be filed with any governmental agency or any other person or entity other than those referenced in the
preceding sentence without, in each instance, our prior written consent. Notwithstanding the foregoing, at your request, we hereby consent to
delivery hereof to (but not reliance by) the Collateral Agent’s or any Purchaser’s auditors, advisors, counsels, any Governmental Authority, as
such term is defined in the Note Purchase Agreement, or any other person, if requested or required, in the exercise of audit or regulatory oversight
of the Collateral Agent or such Purchaser, including, without limitation, the National Association of Insurance Commissioners.
The information set forth in this letter is as of the Closing Date, and we undertake no obligation or responsibility to, after the Closing Date,
update or supplement this opinion in response to or to make you aware of subsequent changes in the status of the law, future events occurring or
information arising that, in any such case, affects or may affect the transactions contemplated by the Transaction Documents, The foregoing
opinions should not be construed as relating to any matter other than the Transactions.
Very truly yours,
LAPP, LIBRA, THOMSON, STOEBNER & PUSCH,
CHARTERED
/s/ Lapp, Libra, Thomson, Stoebner & Pusch, Chartered
By: /s/ David A. Libra
David A. Libra
Vice President

Exhibit A
OFFICER’S CERTIFICATE OF
MIDLAND INDIA LLC
LAPP, LIBRA, THOMSON, STOEBNER
& PUSCH, CHARTERED
September 20, 2010
Reference is hereby made to: (i) that certain Note Purchase Agreement dated as of September 20, 2010 (the “Note Purchase Agreement”)
among the Encore Capital Group, Inc., a Delaware corporation (“Borrower”), certain purchasers party thereto (the “Purchasers”); (ii) an Amended
and Restated Pledge and Security Agreement executed by Borrower, Midland India LLC (the “Company”) and certain other subsidiaries of
Borrower in favor of Collateral Agent (the “Pledge Agreement”); (iii) a Multiparty Guaranty executed by the Company and certain other
subsidiaries of Borrower in favor of Purchasers (the “Guaranty”), (iv) an Indemnity and Contribution Agreement executed by the Company, the
Borrower and certain other subsidiaries of Borrower (the “Indemnity”, and together with the Note Purchase Agreement, the Pledge Agreement and
the Guaranty, the “Transaction Documents”); and (v) the transactions contemplated by the Transaction Documents (the “Transactions”).
In connection with and as a condition to the Transactions, Lapp, Libra, Thomson, Stoebner & Pusch, Chartered (“LLTSP”) has been requested to
deliver certain legal opinions (the “Opinions”) to the Purchasers. Capitalized terms used in this certificate without definition have the meanings set
forth in the Opinions.
The undersigned, being the duly appointed President of the Company, certifies to LLTSP, after due inquiry and review of the Opinion and the
Transaction Documents, on behalf of the Company, that:
1. The Company has the full power and authority to execute and deliver, and to perform all of its duties and obligations contemplated by the
Transaction Documents.
2. Each person who, as an officer or representative of the Company, signed the Transaction Documents or any other document or certificate
delivered by or on behalf of the Company prior hereto or on the date hereof in connection with the Transactions, was, at the respective times of
such signing and delivery, and is as of the date hereof, duly elected or appointed, qualified and acting as such officer or representative, and the
signature of each such person appearing on any such documents is his or her genuine signature.
3. The Company understands that LLTSP is relying on this certificate in connection with delivery of the Opinions and that LLTSP would be
unwilling to deliver the Opinions but for the assurances by the Company contained herein.
4. Any actions on the part of the Company contemplated in the Opinions to have occurred on or prior to the date hereof have in fact so
occurred.

5. The factual statements and assumptions made in the Opinions, insofar as they relate to the Company or the rights, duties, obligations,
actions or financial conditions of the Company or to the Transaction Documents to which the Company is a party, are true and correct as of the
date hereof.
6. The Company has no reason to believe that any statement or fact expressed in the Opinions is untrue, inaccurate, incomplete or misleading.
The Company is not aware of the existence of any material fact omitted from the Opinions that could reasonably be expected to impact the legal
opinions set forth in the Opinions.
7. The Company has no reason to believe that the representations and warranties made by the Company in the Transaction Documents and
any other document or certificate related thereto are not true and correct as of the date hereof.
8. No assignment or encumbrance of any licenses, franchises, leases, plans, specifications, operating agreements, service contracts,
accounts, contract rights, general intangibles, or other contracts, claims, property, rights or interests that any Transaction Document purports to
assign or encumber requires the consent of another party or, if any such consent is required, such consent has been obtained.
9. The individual signing this certificate has been duly authorized to execute and deliver this certificate to LLTSP on behalf of the Company.
[Remainder of Page Intentionally Left Blank; Signature Page Follows]

MIDLAND INDIA LLC
By: /s/ J. Brandon Black
J. Brandon Black, President and CEO

Annex A
Purchasers
The Prudential Insurance Company of America
Pruco Life Insurance Company
Prudential Retirement Insurance and Annuity Company
Prudential Annuities Life Assurance Corporation

Exhibit E
Form of Borrowing Base Certificate
Encore Capital Group, Inc.
Borrowing Base Certificate
As of:
(the “Calculation Date”)
Pursuant to, and in accordance with, the terms and provisions of that certain Senior Secured Note Purchase Agreement (the “Agreement”),
between Encore Capital Group, Inc. (the “Company”), on the one hand, and the Purchasers named therein, on the other hand, the Company is
executing and delivering to the Purchasers this Borrowing Base Certificate accompanied by supporting data (collectively referred to as the
“Report”). Capitalized terms not otherwise defined herein shall have the meanings given to such terms in the Agreement. The Company
represents and warrants to the Purchasers that this Report is true and correct in all material respects, and is based on information contained in
the Company’s records. The Company, by the execution of this Report, hereby certifies that, as of the Calculation Date, the Receivables Portfolios
included in the Borrowing Base referenced in this Borrowing Base Certificate are performing, in the aggregate, at a sufficient level to support
the amount of such Borrowing Base.

(in $000s)

Adj. Purchase Price

Total Collections
to Date

Total
Est.
Collections

Total Life Coll.

Total

<2003
2003
2004
2005
2006
2007
2008
2009
2010
Grand Total
Estimated Remaining Collections (“ERC”)
MULTIPLY:
Margined ERC
LESS: Existing Unsecured Notes(*)
PLUS: Unrestricted Cash up to amount of Existing Unsecured Notes (*)

30%

(1) ERC calculation
(*)

if Existing Unsecured Notes are outstanding on or after June 19, 2010.

Net book value (“NBV”) of Receivables Portfolios acquired on or after January 1, 2005
MULTIPLY:
(2) NBV calculation
Initial Borrowing Base (lesser of (1) and (2) above)
LESS: aggregate principal amount outstanding in respect of the Notes
= (A) Borrowing Base
Aggregate Outstanding Revolving Credit Exposure
PLUS: aggregate principal amount outstanding in respect of the Notes
= (B)
Borrowing Base (A)

95%

PLUS: aggregate principal amount outstanding in respect of the Notes
= (C)
(B) MINUS (C) =
Greater than $10,000,000?

[Yes / No]
ENCORE CAPITAL GROUP, INC.
By:
Name: Ren Zamora
Title: Director of Finance

(Back To Top)

Section 3: EX-4.2 (FORM OF 7.75% SENIOR SECURED NOTE DUE
2017)
Exhibit 4.2
EXHIBIT A-1
[FORM OF 2010 NOTE]
ENCORE CAPITAL GROUP, INC.
7.75% SENIOR SECURED NOTE DUE SEPTEMBER 17, 2017
No. [
$[

]
]

[Date]
PPN: 292554 A*3

FOR VALUE RECEIVED, the undersigned, ENCORE CAPITAL GROUP, INC. (herein called the “Company”), a company organized and
existing under the laws of Delaware, hereby promises to pay to [
], or registered assigns, the principal sum of [
] DOLLARS (or
so much thereof as shall not have been prepaid) on September 17, 2017, with interest (computed on the basis of a 360-day year of twelve 30-day
months) (a) on the unpaid balance hereof at the rate of 7.75% per annum from the date hereof, payable at maturity and quarterly, on the 17th day of
each March, June, September and December in each year, commencing with the March 17, June 17, September 17 or December 17 next succeeding
the date hereof until the principal hereof shall have become due and payable, and (b) at a rate per annum from time to time equal to the greater of
(i) 9.75% and (ii) 2% over the rate of interest publicly announced by JPMorgan Chase Bank from time to time in New York, New York as its “base”
or “prime” rate (A) on any overdue payment of interest, and (B) following the occurrence and during the continuance of an Event of Default on the
unpaid principal balance, any overdue payment of interest and any overdue payment of any Make-Whole Amount, in the case of this clause (b),
payable at maturity and quarterly as aforesaid (or, at the option of the registered holder hereof, on demand).
Payments of principal of, interest on and any Make-Whole Amount with respect to this Note are to be made in lawful money of the United
States of America at JPMorgan Chase Bank, New York, New York or at such other place as the holder hereof shall designate to the Company in
writing as provided in the Agreement referred to below.
This Note is one of a series of senior secured notes (herein called the “Notes”) issued pursuant to an Amended and Restated Senior Secured
Note Purchase Agreement, dated as of February 10, 2011 (as from time to time amended, amended and restated, supplemented or otherwise
modified, the “Agreement”), between the Company, on the one hand, and the other Persons party thereto, on the other hand, and is entitled to the
benefits thereof. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality provisions set forth in
Section 20 of the Agreement, and (ii) made the representation set forth in Section 6.2 of the Agreement. Unless otherwise indicated, capitalized
terms used in this Note shall have the respective meanings ascribed to such terms in the Agreement.
This Note is a registered Note and, as provided in the Agreement, upon surrender of this Note for registration of transfer, duly endorsed, or
accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in writing,
a replacement Note for a like principal amount will be issued to, and registered in the

name of, the transferee. Prior to due presentment for registration of transfer, the Company may treat the person in whose name this Note is
registered as the owner hereof for the purpose of receiving payment and for all other purposes, and the Company will not be affected by any notice
to the contrary.
The Company will make required prepayments of principal on the dates and in the amounts specified in the Agreement. This Note is also
subject to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Agreement, but not otherwise.
This Note is secured by, and entitled to the benefits of, the Collateral Documents. Reference is made to the Collateral Documents for the terms
and conditions governing the collateral security for the obligations of the Company hereunder.
If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the
manner, at the price (including any applicable Make-Whole Amount) and with the effect, provided in the Agreement.
This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New
York excluding choice-of-law principles of the law of such state that would permit the application of the laws of a jurisdiction other than such state.
ENCORE CAPITAL GROUP, INC.
By:
Name:
Title:

(Back To Top)

Section 4: EX-4.3 (FORM OF 7.375% SENIOR SECURED NOTE DUE
2018)
Exhibit 4.3
EXHIBIT A-2
[FORM OF 2011 NOTE]
ENCORE CAPITAL GROUP, INC.
7.375% SENIOR SECURED NOTE DUE FEBRUARY 10, 2018
No. [
$[

]
]

[Date]
PPN: 292554 A@1

FOR VALUE RECEIVED, the undersigned, ENCORE CAPITAL GROUP, INC. (herein called the “Company”), a company organized and
existing under the laws of Delaware, hereby promises to pay to [
], or registered assigns, the principal sum of [
] DOLLARS (or
so much thereof as shall not have been prepaid) on February 10, 2018, with interest (computed on the basis of a 360-day year of twelve 30-day
months) (a) on the unpaid balance hereof at the rate of 7.375% per annum from the date hereof, payable at maturity and quarterly, on the 10th day of
each February, May, August and November in each year, commencing with the February 10, May 10, August 10 or November 10 next succeeding
the date hereof until the principal hereof shall have become due and payable, and (b) at a rate per annum from time to time equal to the greater of
(i) 9.375% and (ii) 2% over the rate of interest publicly announced by JPMorgan Chase Bank from time to time in New York, New York as its “base”
or “prime” rate (A) on any overdue payment of interest, and (B) following the occurrence and during the continuance of an Event of Default on the
unpaid principal balance, any overdue payment of interest and any overdue payment of any Make-Whole Amount, in the case of this clause (b),
payable at maturity and quarterly as aforesaid (or, at the option of the registered holder hereof, on demand).
Payments of principal of, interest on and any Make-Whole Amount with respect to this Note are to be made in lawful money of the United
States of America at JPMorgan Chase Bank, New York, New York or at such other place as the holder hereof shall designate to the Company in
writing as provided in the Agreement referred to below.
This Note is one of a series of senior secured notes (herein called the “Notes”) issued pursuant to an Amended and Restated Senior Secured
Note Purchase Agreement, dated as of February 10, 2011 (as from time to time amended, amended and restated, supplemented or otherwise
modified, the “Agreement”), between the Company, on the one hand, and the other Persons party thereto, on the other hand, and is entitled to the
benefits thereof. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality provisions set forth in
Section 20 of the Agreement, and (ii) made the representation set forth in Section 6.2 of the Agreement. Unless otherwise indicated, capitalized
terms used in this Note shall have the respective meanings ascribed to such terms in the Agreement.
This Note is a registered Note and, as provided in the Agreement, upon surrender of this Note for registration of transfer, duly endorsed, or
accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in writing,
a replacement Note for a like principal amount will be issued to, and registered in the

name of, the transferee. Prior to due presentment for registration of transfer, the Company may treat the person in whose name this Note is
registered as the owner hereof for the purpose of receiving payment and for all other purposes, and the Company will not be affected by any notice
to the contrary.
The Company will make required prepayments of principal on the dates and in the amounts specified in the Agreement. This Note is also
subject to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Agreement, but not otherwise.
This Note is secured by, and entitled to the benefits of, the Collateral Documents. Reference is made to the Collateral Documents for the terms
and conditions governing the collateral security for the obligations of the Company hereunder.
If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the
manner, at the price (including any applicable Make-Whole Amount) and with the effect, provided in the Agreement.
This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New
York excluding choice-of-law principles of the law of such state that would permit the application of the laws of a jurisdiction other than such state.
ENCORE CAPITAL GROUP, INC.
By:
Name:
Title:
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Section 5: EX-10.1 (AMENDMENT NO. 3 TO THE CREDIT
AGREEMENT)
Exhibit 10.1
AMENDMENT NO. 3
Dated as of March 25, 2011
to
CREDIT AGREEMENT
Dated as of February 8, 2010
THIS AMENDMENT NO. 3 (“Amendment”) is made as of March [ ], 2011 by and among Encore Capital Group, Inc. (the “Borrower”),
the financial institutions listed on the signature pages hereof (the “Lenders”) and JPMorgan Chase Bank, N.A. (“JPMorgan”), as Collateral Agent
(the “Collateral Agent”) and as Administrative Agent (the “Administrative Agent” and, together with the Collateral Agent, the “Agents”), under
that certain Credit Agreement dated as of February 8, 2010 by and among the Borrower, the Lenders and the Agents (as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”). Capitalized terms used herein and not otherwise defined herein shall have the
respective meanings given to them in the Credit Agreement.
WHEREAS, the Borrower has requested that the Lenders and the Administrative Agent agree to certain amendments with respect to
the Credit Agreement;
WHEREAS, the Lenders party hereto and the Administrative Agent have agreed to such amendments on the terms and conditions set
forth herein;
NOW, THEREFORE, in consideration of the premises set forth above, the terms and conditions contained herein, and other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the Borrower, the Lenders party hereto and the
Administrative Agent have agreed to enter into this Amendment.
1. Amendments to Credit Agreement. Effective as of the date of satisfaction of the conditions precedent set forth in Section 2 below,
Section 1.1 of the Credit Agreement is amended as follows:
(a) The definition of “Revolving Loan Termination Date” set forth therein is amended to delete the following parenthetical therefrom:
“(or, solely with respect to the Non-Extending Lender, the Non-Extending Lender Revolving Loan Termination Date)”;
(b) The definitions of “Non-Extending Lender” and “Non-Extending Lender Revolving Loan Termination Date” set forth therein are
amended and restated in their entirety as follows:
“ “Non-Extending Lender” means [Reserved]. As of the Amendment No. 3 Effective Date, there are no Non-Extending Lenders.”

“ “Non-Extending Lender Revolving Loan Termination Date” means [Reserved]. As of the Amendment No. 3 Effective Date, there is no
Non-Extending Lender Revolving Loan Termination Date.”; and
(c) The following definition of “Amendment No. 3 Effective Date” is added to Section 1.1 in its appropriate alphabetical order therein:
“ “Amendment No. 3 Effective Date” means March 25, 2011.”
2. Conditions of Effectiveness. The effectiveness of this Amendment is subject to the conditions precedent that (a) the Administrative
Agent shall have received counterparts of this Amendment duly executed by the Borrower, the Required Lenders (including Israel Discount Bank),
the Administrative Agent and the Collateral Agent and the Consent and Reaffirmation attached hereto duly executed by the Guarantors, (b) the
Borrower shall have paid, for the account of Israel Discount Bank, an upfront fee in an amount equal to 0.05% multiplied by Israel Discount Bank’s
Commitment, and (c) the Borrower shall have paid, to the extent invoiced, all fees and expenses of the Administrative Agent and its affiliates
(including attorneys’ fees and expenses) in connection with this Amendment and the other Loan Documents.
3. Representations and Warranties of the Borrower. The Borrower hereby represents and warrants as follows:
(a) This Amendment and the Credit Agreement as amended hereby constitute legal, valid and binding obligations of the Borrower and
are enforceable against the Borrower in accordance with their terms.
(b) As of the date hereof and giving effect to the terms of this Amendment, (i) there exists no Default or Unmatured Default and (ii) the
representations and warranties contained in Article V of the Credit Agreement, as amended hereby, are true and correct, except for representations
and warranties made with reference solely to an earlier date.
4. Reference to and Effect on the Credit Agreement.
(a) Upon the effectiveness hereof, each reference to the Credit Agreement in the Credit Agreement or any other Loan Document shall
mean and be a reference to the Credit Agreement as amended hereby.
(b) Except as specifically amended above, the Credit Agreement and all other documents, instruments and agreements executed and/or
delivered in connection therewith shall remain in full force and effect and are hereby ratified and confirmed.
(c) Other than as expressly set forth herein, the execution, delivery and effectiveness of this Amendment shall not operate as a waiver
of any right, power or remedy of the Administrative Agent or the Lenders, nor constitute a waiver of any provision of the Credit Agreement or any
other documents, instruments and agreements executed and/or delivered in connection therewith.
5. Governing Law. This Amendment shall be governed by and construed in accordance with the internal laws of the State of New York,
but giving effect to federal laws applicable to national banks.
6. Headings. Section headings in this Amendment are included herein for
2

convenience of reference only and shall not constitute a part of this Amendment for any other purpose.
7. Counterparts. This Amendment may be executed by one or more of the parties hereto on any number of separate counterparts, and all
of said counterparts taken together shall be deemed to constitute one and the same instrument.
[Signature Pages Follow]
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IN WITNESS WHEREOF, this Amendment has been duly executed as of the day and year first above written.
ENCORE CAPITAL GROUP, INC.,
as the Borrower
By:
/S / J. BRANDON BLACK
Name: J. Brandon Black
Title: President & CEO

Signature Page to Amendment No. 3
Encore Capital Group, Inc.
Credit Agreement dated as of February 8, 2010

JPMORGAN CHASE BANK, N.A.,
as Administrative Agent and as a Lender
By:
/S / ANNA C. ARAYA
Name: Anna C. Araya
Title: Vice President

JPMORGAN CHASE BANK, N.A.,
as Collateral Agent
By:
/S / ANNA C. ARAYA
Name: Anna C. Araya
Title: Vice President

Signature Page to Amendment No. 3
Encore Capital Group, Inc.
Credit Agreement dated as of February 8, 2010

BANK OF AMERICA, N.A., as a Lender
By: /S / CHRISTOPHER D. PANNACCIULLI
Christopher D. Pannacciulli
Senior Vice President

Signature Page to Amendment No. 3
Encore Capital Group, Inc.
Credit Agreement dated as of February 8, 2010

SUNTRUST BANK, as a Lender
By:
/S / WILLIAM CHRISTENSEN
Name: William Christensen
Title: Director

Signature Page to Amendment No. 3
Encore Capital Group, Inc.
Credit Agreement dated as of February 8, 2010

MORGAN STANLEY SENIOR FUNDING, INC., as a
Lender
By:
/S / HARRY COMNINELLIS
Name: Harry Comninellis
Title: Vice President

Signature Page to Amendment No. 3
Encore Capital Group, Inc.
Credit Agreement dated as of February 8, 2010

CALIFORNIA BANK & TRUST, as a Lender
By:
/S / MICHAEL POWELL
Name: Michael Powell
Title: Senior Vice President

Signature Page to Amendment No. 3
Encore Capital Group, Inc.
Credit Agreement dated as of February 8, 2010

CITIBANK, N.A., as a Lender
By:
/S / DENNIS JANS
Name: Dennis Jans
Title: Sr. Vice President

Signature Page to Amendment No. 3
Encore Capital Group, Inc.
Credit Agreement dated as of February 8, 2010

ISRAEL DISCOUNT BANK OF NEW YORK, as a Lender
By:
/S / KENNETH LIPKE
Name: Kenneth Lipke
Title: FVP
By:
/S / JEFFERY S. ACKERMAN
Name: Jeffery S. Ackerman
Title: Senior Vice President

Signature Page to Amendment No. 3
Encore Capital Group, Inc.
Credit Agreement dated as of February 8, 2010

MANUFACTURERS BANK, as a Lender
By:
/S / MAUREEN KELLY
Name: Maureen Kelly
Title: Vice President

Signature Page to Amendment No. 3
Encore Capital Group, Inc.
Credit Agreement dated as of February 8, 2010

UNION BANK, N.A., as a Lender
By:
/S / MARK A DELMAN
Name: Mark Adelman
Title: Vice President

Signature Page to Amendment No. 3
Encore Capital Group, Inc.
Credit Agreement dated as of February 8, 2010

CONSENT AND REAFFIRMATION
Each of the undersigned hereby acknowledges receipt of a copy of the foregoing Amendment No. 3 to the Credit Agreement dated as
of February 8, 2010 (as the same may be amended, restated, supplemented or otherwise modified from time to time, the “Credit Agreement”) by and
among Encore Capital Group, Inc. (the “Borrower”), the financial institutions from time to time party thereto (the “Lenders”) and JPMorgan Chase
Bank, N.A., in its individual capacity as a Lender and in its capacites as contractual representative (the “Administrative Agent”) and as collateral
agent (the “Collateral Agent”), which Amendment No. 3 is dated as of March 25, 2011 (the “Amendment”). Capitalized terms used in this Consent
and Reaffirmation and not defined herein shall have the meanings given to them in the Credit Agreement. Without in any way establishing a course
of dealing by the Administrative Agent, the Collateral Agent or any Lender, each of the undersigned consents to the Amendment and reaffirms the
terms and conditions of the Guaranty Agreement, the Pledge and Security Agreement and any other Loan Document executed by it and
acknowledges and agrees that such agreement and each and every such Loan Document executed by the undersigned in connection with the
Credit Agreement remains in full force and effect and is hereby reaffirmed, ratified and confirmed.
All references to the Credit Agreement contained in the above-referenced documents shall be a reference to the Credit Agreement as so
modified by the Amendment and as each of the same may from time to time hereafter be amended, modified or restated.
Dated: March 25, 2011
[Signature Page Follows]

MIDLAND CREDIT MANAGEMENT, INC.

ASCENSION CAPITAL GROUP, INC.

By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President & CEO

By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President

MIDLAND PORTFOLIO SERVICES, INC.

MIDLAND FUNDING LLC

By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President

By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President

MIDLAND INDIA LLC

MIDLAND INTERNATIONAL LLC

By: /s/ Ronald E. Naves, Jr.
Name: Ronald E. Naves, Jr.
Title: Secretary

By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President

MIDLAND FUNDING NCC-2 CORPORATION

MRC RECEIVABLES CORPORATION

By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President

By: /s/ J. Brandon Black
Name: J. Brandon Black
Title: President
Signature Page to Consent and Reaffirmation
Amendment No. 3
Encore Capital Group, Inc.
Credit Agreement dated as of February 8, 2010
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Section 6: EX-31.1 (CERTIFICATION OF THE PRINCIPAL EXECUTIVE
OFFICER)
Exhibit 31.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
I, J. Brandon Black, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Encore Capital Group, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d.

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial

reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: April 27, 2011

By:

/s/ J. Brandon Black
J. Brandon Black
President and Chief Executive Officer
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Section 7: EX-31.2 (CERTIFICATION OF THE PRINCIPAL FINANCIAL
OFFICER)
Exhibit 31.2
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
I, Paul Grinberg, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Encore Capital Group, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d.

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: April 27, 2011

By:

/s/ Paul Grinberg
Paul Grinberg
Executive Vice President, Chief Financial
Officer and Treasurer
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Section 8: EX-32.1 (CERTIFICATION OF THE CHIEF EXECUTIVE
OFFICER AND CHIEF FINANCIAL OFFICER)
Exhibit 32.1

ENCORE CAPITAL GROUP, INC.
CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Encore Capital Group, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2011 as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), each of the undersigned certifies, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of his knowledge:
(1)

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the consolidated financial condition and results of
operations of the Company.

/s/ J. Brandon Black
J. Brandon Black
President and Chief Executive Officer
April 27, 2011
/s/ Paul Grinberg
Paul Grinberg
Executive Vice President, Chief
Financial Officer and Treasurer
April 27, 2011
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