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Forward-Looking Statements

     This report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934 which reflect our current views with respect to, among other things, our operations, market expectations and financial performance.
You can identify these forward-looking statements by the use of words such as “outlook,” “believes,” “expects,” “potential,” “continues,” “may,” “will,”
“should,” “seeks,” “approximately,” “predicts,” “intends,” “plans,” “estimates,” “anticipates” or the negative version of these words or other comparable
words. Such forward-looking statements are subject to various risks and uncertainties. Accordingly, there are or will be important factors that could cause
actual outcomes or results to differ materially from those indicated in these statements. We believe these factors include but are not limited to those described
under section entitled “Risk Factors” in this report, as such factors may be updated from time to time in our periodic filings with the Securities and Exchange
Commission (“SEC”), which are accessible on the SEC’s website at www.sec.gov. These factors should not be construed as exhaustive and should be read in
conjunction with the other cautionary statements that are included in this report and in our other periodic filings. We undertake no obligation to publicly
update or review any forward-looking statement, whether as a result of new information, future developments or otherwise.

     Except as otherwise indicated or unless the context otherwise requires, “Altisource,” “we,” “us,” “our” and the “Company” refer to Altisource Portfolio
Solutions S.A., a Luxembourg société anonyme, or public limited company, and its subsidiaries.
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PART I

ITEM 1. BUSINESS

Overview

          Altisource Portfolio Solutions S.A. is a provider of services focused on high value, knowledge-based functions principally related to real estate and
mortgage portfolio management, asset recovery and customer relationship management. Utilizing integrated technology that includes decision models and
behavioral based scripting engines, we provide solutions that improve clients’ performance and maximize their returns.

          On August 10, 2009 (the “Separation Date”), we became a stand-alone public company in connection with our separation from Ocwen Financial
Corporation (“Ocwen”) (the “Separation”). Prior to the Separation, we were a wholly-owned subsidiary of Ocwen. On the Separation Date, Ocwen distributed
all of the Altisource common stock to Ocwen’s shareholders (the “Distribution”). Ocwen’s stockholders received one share of Altisource common stock for
every three shares of Ocwen common stock held as of August 4, 2009 (the “Record Date”). In addition, holders of Ocwen’s 3.25% Contingent Convertible
Unsecured Senior Notes due 2024 received one share of Altisource common stock deemed held on an as if converted basis. For such notes, the conversion
ratio of 82.1693 shares of Ocwen common stock for every $1,000 in aggregate principal amount of notes held on the Record Date was calculated first, and
then we applied the distribution ratio of one share of Altisource common stock for every three shares of Ocwen common stock on an as converted basis to
determine the number of shares each note holder received.

Reportable Segments

          We classify our businesses into three reportable segments. Mortgage Services consists of mortgage portfolio management services that span the
mortgage lifecycle. Financial Services principally consists of unsecured asset recovery and customer relationship management. Technology Products consists
of modular, comprehensive integrated technological solutions for loan servicing, vendor management and invoice presentment.

     We conduct portions of our operations in all 50 states and in three countries outside of the United States.

Mortgage Services

          Mortgage Services provides residential mortgage origination and default services that extend across the lifecycle of a mortgage loan. The table below
presents revenues for our Mortgage Services segment for the past three annual periods:
             
  For the Years Ended December 31,
(in thousands)  2009  2008  2007
             
Revenue:             

Residential Property Valuation  $ 26,800  $28,882  $38,998 
Closing and Title Services   17,444   13,173   14,042 
Default Management Services   9,194   51   — 
Asset Management Services   30,464   1,167   — 
Component Services   19,196   11,683   11,220 

  
 

Total Revenue  $103,098  $54,956  $64,260 
  

 

             
Transactions with Related Parties:             

Residential Property Valuation  $ 25,762  $27,301  $26,604 
Closing and Title Services   13,496   13,173   14,042 
Default Management Services   4,367   —   — 
Asset Management Services   30,464   1,161   — 

  
 

Total  $ 74,089  $41,635  $40,646 
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  For the Years Ended December 31,
(in thousands)  2009  2008  2007
Expense Reimbursements (included in Revenue):             

Default Management Services  $ 1,770  $ —  $ — 
Asset Management Services   14,308   —   — 

  
 

Total  $16,078  $ —  $ — 
  

 

Residential Property Valuation. We provide our customers with a broad range of traditional appraisal and valuation services delivered through our network
of experienced valuation experts with proven track records. Our customers have the ability to outsource their appraisal management functions to us taking
advantage of our national vendor network and enhanced quality reviews.

Closing and Title Services. We provide our customers a centralized title and closing service. In 2009, we began to add a broad range of title services and
will continue to roll out our title agency services nationally during 2010.

Default Management Services. We principally provide non-legal administrative or back-office services to attorney customers to support foreclosure,
bankruptcy and eviction functions including new file preparation, notifications and advisories, marketing properties for foreclosure sale, document
preparation and communications on behalf of the client and billing services.

Asset Management. We provide our customers with property inspection and preservation services and a multi-channel real-estate marketplace for the
disposition of Real Estate Owned (“REO”) properties.

Component Services. We provide our customers with loan underwriting, quality control, insurance and claims processing, call center services and
analytical support.

     Expense reimbursements include costs we incur that we are able to pass through to our customers without any mark-up.

Financial Services

          This segment comprises our asset recovery and customer relationship management businesses. The following table represents revenues for our
Financial Services segment for the past three annual periods:
             
  For the Years Ended December 31,
(in thousands)  2009  2008  2007
             
Revenue:             

Asset Recovery Management  $51,019  $62,771  $36,802 
Customer Relationship Management   13,415   11,064   4,491 

  
 

Total Revenue  $64,434  $73,835  $41,293 
  

 

             
Transactions with Related Parties:             

Asset Recovery Management  $ 98  $ 1,181  $ 1,044 
  

 

Asset Recovery Management. We provide post-charge-off consumer debt collection (e.g., credit cards, auto loans, second mortgages) on a contingent fee
basis as a percentage of the cash collected.

Customer Relationship Management. We provide customer care (e.g., connects/disconnects for utilities) and early stage collections services for which we
are generally compensated on a per-call, per-person or per-minute basis.
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Technology Products

          Technology Products comprises our REALSuite of applications as well as our IT infrastructure services. We only provide our IT infrastructure services
to Ocwen and internally. The following table presents revenues for our Technology Products segment for the past three annual periods:
             
  For the Years Ended December 31,
(in thousands)  2009  2008  2007
             
Revenue:             

REALSuite  $25,784  $20,463  $18,328 
IT Infrastructure Services   21,669   24,820   17,907 

  
 

Total Revenue  $47,453  $45,283  $36,235 
  

 

             
Transactions with Related Parties(1):             

REALSuite  $ 9,899  $ 9,134  $ 7,800 
IT Infrastructure Services   10,811   26,012   16,742 

  
 

Total  $20,710  $35,146  $24,542 
  

 

 

(1)  Includes revenue earned from other segments related to RealSuite and IT infrastruture services of $1.8 million and $13.7 million, respectively in 2008
and $1.5 million and $6.9 million, respectively in 2007.

The REALSuite platform consists of a comprehensive, modular based technology suite that primarily consists of servicing platforms, a vendor management
system and an invoice presentment and payment system. A brief description of key offerings within our REALSuite is provided below:

REALServicing® — an enterprise residential mortgage loan servicing product that offers an efficient platform for loan servicing including default
administration. The technology solution features automated workflows, scripting and robust reporting capabilities. The product spans the loan
administration cycle from loan boarding to satisfaction including all collections, payment processing and reporting. We also offer REALSynergy® for
commercial real estate loan servicing.

REALTrans® — an electronic business-to-business exchange that automates and simplifies ordering, tracking and fulfilling of mortgage services. The
technology solution, whether web-based or integrated into a servicing system, connects multiple service providers through a single platform and forms an
efficient method for managing a large scale network of vendors.

REALRemit® — a patented electronic invoice presentment and payment system that provides vendors with the ability to submit invoices electronically for
payment and to have invoice payments deposited directly to their respective bank accounts.

IT Infrastructure Services. We provide a full suite of IT services (e.g., desktop applications, network management, telephony, help desk) through which we
perform remote management of IT functions internally and for Ocwen.

Corporate Items and Eliminations

          Prior to the Separation Date, this segment includes eliminations of transactions between the reporting segments as well as expenditures recognized by
us related to the Separation. Subsequent to the Separation Date, in addition to the previously mentioned items, this segment also includes costs recognized by
us related to corporate support functions, such as finance, law department and human resources.

Customers

          As of year-end, our active client base included companies primarily in the financial services, consumer products and services, telecommunications,
utilities, government and real estate and mortgage servicing sectors.
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          Our 3 largest customers in 2009 accounted for 75% of our total revenue. Our largest customers include Ocwen, American Express Company
(“American Express”) and Assurant, Inc (“Assurant”) which accounted for 47%, 16% and 12%, respectively, of Altisource’s total revenue. In determining
amounts from Ocwen, we include amounts directly paid for by Ocwen (e.g., RealServicing fees) as well as revenues derived from the loan portfolios serviced
by Ocwen, although such services are charged to the mortgagee and/or the investor and are not expenses to Ocwen. Ocwen is contractually obligated to
purchase services from us; however, Ocwen is not restricted from redeveloping these services. Since we intend to continue to expand revenues from our
existing customer base, including Ocwen, we expect our revenues will become more concentrated with certain key customers during 2010.

Sales and Marketing

          We have developed a team of experienced sales personnel with subject matter expertise for each of our primary services. These individuals maintain
relationships throughout the industry verticals we serve and play an important role in generating new client leads as well as identifying opportunities to
expand our services with existing clients. Additional leads are also generated through request for proposal processes from key industry participants. Our sales
team works collaboratively and is compensated principally with a base salary and commission for sales generated.

          From a sales and marketing perspective, our primary focus is on expanding relationships with existing customers and targeting new customers that
could have a material positive impact on our results of operations. Given the highly concentrated nature of the industries in which we serve, the time and
effort spent in expanding relationships or winning new relationships is significant.

Intellectual Property

          We rely on a combination of contractual restrictions, internal security practices, patents, trademarks, copyrights, trade secrets and other intellectual
property to establish and protect our software, technology and expertise. We also own or, as necessary and appropriate, have obtained licenses from third
parties to intellectual property relating to our products, processes and business. These intellectual property rights are important factors in the success of our
businesses. We actively protect our rights and intend to continue our policy of taking all measures we deem reasonable and necessary to develop and protect
our patents, copyrights, trade secrets, trademarks and other intellectual property rights.

          As of December 31, 2009, we held a patent that expires in 2023 and had 18 pending patent applications with projected expiration dates from 2020 to
2030. In addition, Altisource has registered trademarks or recently filed applications for registration of trademarks in a number of countries or groups of
countries including 17 separate trademarks in the United States and up to twelve filings for the same marks in the European Community, India and in nine
other countries or groups of countries. These trademarks generally can be renewed indefinitely.

Competition

          The industry verticals in which we engage are highly competitive and generally consist of a few national vendors as well as large number of regional or
in-house providers resulting in a fragmented market with disparate service offerings. From an overall perspective, we compete with the global business
process outsourcing firms such as Genpact Limited, WNS (Holdings) Limited and ExlService Holdings, Inc. In our Mortgage Services segment, we compete
with national and regional third party service providers and in-house servicing operations of large mortgage lenders and servicers. Our Financial Services
segment competes with other large receivables management companies as well as smaller companies and law firms focused on collections. Our Technology
Products segment competes with third party data processing or software development companies.

          Given the diverse nature of services that we and our competitors offer, we cannot determine our position in the market with accuracy, but we believe
that we represent only a small portion of very large sized markets. Given our size, some of our competitors may offer more diversified services, operate in
broader geographic markets or have greater financial resources than we do. In addition, some of our larger customers retain multiple providers resulting in
continuous evaluation of our performance against our competitors.
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          Competitive factors in our Mortgage Services business include the quality and timeliness of our services, the size and competence of our network of
vendors and the breadth of the services we offer. For Financial Services, competitive factors include the ability to achieve a collection rate comparable to our
competitors; the quality and personal nature of the service; the consistency and professionalism of the service and the recruitment, training and retention of
our workforce. Competitive factors in our Technology Products business include the quality of the technology-based application or service; application
features and functions; ease of delivery and integration; our ability to maintain, enhance and support the applications or services and costs. We believe that
our national platform, integrated technology and global delivery model in our three reportable segments provide us with a competitive advantage in each of
these categories.

Employees

          As of December 31, 2009, we had the following number of employees:
                 
              Consolidated
  United States  India  Other  Altisource
                 
Mortgage Services   70   1,089   —   1,159 
Financial Services(1)   757   350   2   1,109 
Technology Products   11   411   —   422 
Corporate   28   104   25   157 
  

 

Total Employees   866   1,954   27   2,847 
  

 

 

(1)  We also have approximately 700 employees in India utilized via an outsource agreement with an unrelated third-party.

          We have not experienced any work stoppages and we consider our relations with employees to be good. We believe that our future success will depend,
in part, on our ability to continue to attract, hire and retain skilled and experienced personnel.

Seasonality

          Our Financial Services business is subject to seasonality with collections revenue typically higher in the first calendar quarter of each year because
consumers may use income tax refunds to make payments on debts and lower in the fourth quarter because of spending during holiday season. Our Mortgage
Services business typically has higher revenue during warmer months generally beginning in March and continuing through October as home buying activity
tends to be reduced during winter months and as a result of the holiday season.

Government Regulation

          Our business is subject to extensive regulation by federal, state and local governmental authorities including the Federal Trade Commission and the
state agencies that license our mortgage services and collection entities. We also must comply with a number of federal, state and local consumer protection
laws including, among others, the Gramm-Leach-Bliley Act, the Fair Debt Collection Practices Act, the Real Estate Settlement Procedures Act, the Truth in
Lending Act, the Fair Credit Reporting Act and the Homeowners Protection Act. These statutes apply to debt collection, foreclosure and claims handling. In
some instances, the regulators mandate certain disclosures and notices to borrowers. These requirements can and do change as statutes and regulations are
enacted, promulgated or amended.

          We are subject to certain federal, state and local consumer protection provisions. We are also subject to licensing and regulation as a mortgage service
provider and/or debt collector in a number of states. We are subject to audits and examinations that are conducted by the states. Our employees who sell title
insurance products and real estate services may be required to be licensed by various state commissions for the particular type of product sold
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and to participate in regular continuing education programs. From time to time, we receive requests from state and other agencies for records, documents and
information regarding our policies, procedures and practices regarding our mortgage services and debt collection business activities. We incur ongoing costs
to comply with governmental regulations.

Available Information

          We file annual, quarterly and current reports and other information with the SEC. These filings are available to the public over the Internet at the SEC’s
web site at http://www.sec.gov. You may also read and copy any document we file at the SEC’s public reference room located at 100 F Street, N.E.,
Washington, DC 20549. Please call the SEC at 1 800-SEC-0330 for further information on the public reference room.

          Our principal Internet address is www.altisource.com. We make available free of charge on or through www.altisource.com our annual reports on Form
10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports, as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the SEC. The contents of our website are not, however, a part of this report.
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ITEM 1A. RISK FACTORS

          The following risk factors and other information included in this Annual Report on Form 10-K should be carefully considered. The risks and
uncertainties described below are not the only ones we face. Additional risks and uncertainties not presently known to us or that we presently deem less
significant may also impair our business operations. If any of the following risks actually occur, our business, operating results and financial condition could
be materially adversely affected.

RISKS RELATED TO OUR BUSINESS IN GENERAL:

Our business is dependent on our ability to grow, and an inability to attract new customers could adversely affect us.

     Our business is dependent on our ability to grow which is affected by our ability to retain and expand our existing client relationships and our ability to
attract new customers. Our ability to retain existing customers and expand those relationships is subject to a number of risks including the risk that we do not:

•  maintain or improve the quality of services that we provide to our customers;
 

•  maintain or improve the level of attention expected by our customers; and
 

•  successfully leverage our existing client relationships to sell additional services.

     If our efforts to retain and expand our client relationships and to attract new customers do not prove effective, it could have a material adverse effect on our
business, results of operations and financial condition.

Our continuing relationship with Ocwen may inhibit our ability to obtain and retain other customers that compete with Ocwen.

          As of December 31, 2009, our chairman owns or controls 18% of Ocwen’s common stock and 24% of our common stock. We derived 47% of our
revenues in 2009 from Ocwen or the loan servicing portfolio managed by Ocwen. Given this close and continuing relationship with Ocwen, we may
encounter difficulties in obtaining and retaining other customers who compete with Ocwen. Should these and other potential customers continue to view
Altisource as part of Ocwen or as too closely related to or dependent upon Ocwen, they may be unwilling to utilize our services and our growth could be
inhibited as a result.

We are dependent on certain key customer relationships, the loss of or their inability to pay could reduce our revenues.

          We currently generate approximately 47% of our revenue from Ocwen, including 72% and 44% of our Mortgage Services and Technology Products
segments revenue, respectively. Following the Separation, Ocwen is contractually obligated to purchase certain Mortgage Services and Technology Products
from us under service agreements that extend for eight years from the Separation Date subject to termination under certain provisions.

          Our most significant Financial Services customer is American Express which accounted for 16% of our total 2009 revenues. Our relationship with
American Express is governed by an agreement that generally sets out the guidelines on which we will provide services although each assignment from
American Express is separately agreed to by American Express. American Express is not contractually obligated to continue to use our services at historical
levels or at all, and the relationship is terminable by American Express by giving 30 days prior written notice to us.

          Assurant accounted for 12% of our 2009 revenue contributing to both our Mortgage Services and Technology Services segments. Our relationship with
Assurant is governed by five year agreements that establish minimum service and pricing levels and generally are not terminable except in certain
circumstances.
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          While no other individual client represents more than 10% of our consolidated revenues, we are exposed to customer concentration. Most of our
customers are not contractually obligated to continue to use our services at historical levels or at all. The loss of any of these key customers or their failure to
pay us could reduce our revenues and adversely affect results of operations.

If we do not adapt our services to changes in technology or in the marketplace, or if our ongoing efforts to upgrade our technology are not successful, we
could lose customers and have difficulty attracting new customers for our services.

          The markets for our services are characterized by constant technological changes, frequent introductions of new services and evolving industry
standards. Our future success will be significantly affected by our ability to enhance, primarily through use of automation, econometrics and behavioral
science principles, our current services and develop and introduce new services that address the increasingly sophisticated needs of our customers and their
customers. These initiatives carry the risks associated with any new service development effort including cost overruns, delays in delivery and performance
monitoring. There can be no assurance that we will be successful in developing, marketing and selling new services that meet these changing demands. In
addition, we may experience difficulties that could delay or prevent the successful development, introduction and marketing of these services. Finally, our
services and their enhancements may not adequately meet the demands of the marketplace and achieve market acceptance. Any of these results would have a
negative impact on our financial condition and results of operations.

Technology failures could damage our business operations and increase our costs.

          The industries in which we operate are characterized by rapidly changing technologies, and system disruptions or failures may interrupt or delay our
ability to provide services to our customers. Any sustained and repeated disruptions in these services may have an adverse impact on our results of operations.

          The secure transmission of confidential information over the Internet is essential to maintaining consumer confidence. Security breaches and acts of
vandalism could result in a compromise or breach of the technology that we use to protect our customers’ personal information and transaction data.
Consumers generally are concerned with security breaches and privacy on the Internet, and Congress or individual states could enact new laws regulating the
electronic commerce market that could adversely affect us and our results of operations.

We may be subject to claims of legal violations or wrongful conduct which may cause us to pay unexpected litigation costs or damages or modify our
products or processes.

          From time to time, we may be subject to costly and time-consuming legal proceedings that claim legal violations or wrongful conduct. These lawsuits
may involve clients, vendors, competitors and / or other large groups of plaintiffs and, if resulting in findings of violations, could result in substantial
damages. Since the interpretation of some laws governing our business is prone to ambiguity, the company may be forced to settle some claims out of court
and change existing company practices, products and processes that are currently revenue generating. This could lead to unexpected costs or a loss of
revenue.

If we fail to comply with privacy regulations imposed on providers of services to financial institutions, our business could be harmed.

          As a provider of services to financial institutions, we are bound by the same limitations on disclosure of the information we receive from their
customers that apply to the financial institutions themselves. If we fail to comply with these regulations, we could be exposed to suits or to governmental
proceedings; our customer relationships and reputation could be harmed; and we could be inhibited in our ability to obtain new customers. In addition, the
adoption of more restrictive privacy laws or rules in the future on the federal or state level could have an adverse impact on us.
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Our business is subject to extensive regulation, and failure to comply with existing or new regulations may adversely impact us.

          Our business is subject to extensive regulation by federal, state and local governmental authorities including the Federal Trade Commission and the
state agencies that license certain of our mortgage related services and collection services. We also must comply with a number of federal, state and local
consumer protection laws including, among others, the Gramm-Leach-Bliley Act, the Fair Debt Collection Practices Act, the Real Estate Settlement
Procedures Act, the Truth in Lending Act, the Fair Credit Reporting Act and the Homeowners Protection Act. These statutes apply to debt collection,
foreclosure, real estate, settlement services and claims handling, and they mandate certain disclosures and notices to borrowers. These requirements can and
do change as statutes and regulations are enacted, promulgated or amended.

          We are subject to certain federal, state and local consumer protection provisions. We also are subject to licensing and regulation as a mortgage service
provider and/or debt collector in a number of states. We are subject to audits and examinations that are conducted by the states in which we do business. Our
employees and businesses that sell title insurance products and real estate services may be required to be licensed by various state commissions for the
particular type of product sold and to participate in regular continuing education programs. From time to time, we receive requests from state and other
agencies for records, documents and information regarding our policies, procedures and practices regarding our mortgage services and debt collection
business activities. We incur significant ongoing costs to comply with governmental regulations.

          The volume of new or modified laws and regulations has increased in recent years and, in addition, some individual municipalities have begun to enact
laws that restrict mortgage service activities. If our regulators impose new or more restrictive requirements, we may incur additional significant costs to
comply with such requirements which could further adversely affect our results of operations or financial condition. In addition, our failure to comply with
these laws and regulations can possibly lead to civil and criminal liability; loss of licensure; damage to our reputation in the industry; fines and penalties, and
litigation, including class action lawsuits or administrative enforcement actions. Any of these outcomes could harm our results of operations or financial
condition.

Altisource is a Luxembourg company and it may be difficult to enforce judgments against it or its directors and executive officers.

          Altisource is a public limited company organized under the laws of Luxembourg. As a result, Luxembourg law and the articles of incorporation govern
the rights of shareholders. The rights of shareholders under Luxembourg law may differ from the rights of shareholders of companies incorporated in other
jurisdictions. A significant portion of the assets of Altisource are located outside the United States. It may be difficult for investors to enforce, in the United
States, judgments obtained in U.S. courts against Altisource or its directors based on the civil liability provisions of the U.S. securities laws or to enforce, in
Luxembourg, judgments obtained in other jurisdictions including the United States.

If the Distribution does not qualify as a tax-free transaction, taxes could be imposed on Ocwen, Altisource and our shareholders. We have agreed to
indemnify Ocwen for payment of taxes and tax-related losses and agreed to certain restrictions.

          Altisource has agreed to indemnify Ocwen for certain tax liabilities that, if triggered, could have a material adverse effect on Altisource’s financial
condition and results of operations. Ocwen is subject to tax on certain of the asset transfers within Ocwen that were made in the pre-Distribution
Restructuring, and under the applicable Treasury regulations, each member of Ocwen’s consolidated group at the time of the Separation (including several
Altisource subsidiaries) would be severally liable for such tax liability. If the Distribution does not qualify as a tax-free transaction for United States income
tax purposes, Ocwen shareholders generally would be treated as if they received a distribution equal to the full fair market value of the Altisource common
stock on the date of the Separation.

          Even if the Distribution were to otherwise qualify for tax-free treatment, it would become taxable to Ocwen if stock representing a 50% or greater
interest in Ocwen or Altisource were acquired by one or more persons, directly or indirectly, as part of a plan or series of related transactions that included the
Distribution.

          In order to help preserve the tax-free treatment of the Distribution, we have agreed not to take certain actions without first securing the consent of
certain Ocwen officers or securing an opinion from a nationally
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recognized law firm or accounting firm that such action will not cause the Distribution to be taxable. In general, such actions will include (i) for a period of
two years after the Separation, engaging in certain transactions involving (a) the acquisition of our stock or (b) the issuance of shares of our stock.

          The covenants in, and our indemnity obligations under, the Tax Matters Agreement may limit our ability to pursue strategic transactions or engage in
new business or other transactions that may maximize the value of our business. These covenants and indemnity obligations might discourage, delay or
prevent a change of control that could be favorable to our common shareholders.

          See “Certain Relationships and Related Party Transactions — Agreements with Ocwen — Tax Matters Agreement.”

ITEM 1B. UNRESOLVED STAFF COMMENTS

          Not applicable.

ITEM 2. PROPERTIES

          Our principal executive offices are located in leased office space in Luxembourg, Grand Duchy of Luxembourg. We also lease other office space in the
United States (Arizona, California, Georgia and New York), India (Bangalore, Goa and Mumbai) and Uruguay (Montevideo) to conduct our operations. We
do not own any real property. We consider these facilities to be suitable and adequate for the management and operations of our business.

ITEM 3. LEGAL PROCEEDINGS

          We may from time to time be involved in litigation and claims incidental to the conduct of our business. Our businesses are also subject to extensive
regulation which may result in regulatory proceedings against us. See “Item 1A. Risk Factors” above. Certain legal proceedings in which we are involved are
discussed in Note 14 to our consolidated financial statements.

ITEM 4. (Removed and Reserved)
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES

          Our common stock began trading on the NASDAQ Global Select Market under the symbol “ASPS” on August 10, 2009. The following table sets forth
the high and low close of day sales prices for our common stock, for the periods indicated, as reported by the NASDAQ Global Select Market since the stock
was first traded.
         
  2009

Quarter Ended  Low  High
September 30  $10.10  $14.51 
December 31  $14.41  $21.21 

          The number of holders of record of our common stock as of March 1, 2010 was 111. The number of beneficial stockholders is substantially greater than
the number of holders as a large portion of our common stock is held through brokerage firms.

Dividends

          We did not pay dividends on our common stock during the year ended December 31, 2009, and we do not intend to pay dividends in the foreseeable
future.

Securities Authorized for Issuance under Equity Compensation Plans

          The information required by this item is incorporated herein by reference to our definitive proxy statement to be filed pursuant to Regulation 14A under
the Exchange Act.

Stock Performance Graph

The information contained in Altisource Common Stock Comparative Performance Graph section shall not be deemed to be “soliciting material” or “filed”
or incorporated by reference in future filings with the SEC, or subject to the liabilities of Section 18 of the Securities Exchange Act of 1934, as amended,
except to the extent that we specifically request that it be treated as soliciting material or incorporate it by reference into a document filed under the
Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended.

The graph below compares the cumulative total stockholder return on our common stock with the cumulative total return on the S&P’s 500 Index for the
period commencing on August 10, 2009, the first trading day of our common stock, and ending on December 31, 2009, the last trading day of fiscal year
2009. The graph assumes an investment of $100 at the beginning of such period. The comparisons in the graphs below are based upon historical data and are
not indicative of, nor intended to forecast, future performance of our common stock.

                                 
    

 

 
    8/10/09   8/31/09   9/30/09   10/31/09   11/30/09   12/31/09  
 
 Altisource   $100.00   $117.62   $118.36   $125.00   $132.30   $172.05  
 S&P 500    100.00    101.34    104.96    102.89    108.79    110.72  
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ITEM 6. SELECTED FINANCIAL DATA

          The consolidated statements of operations data for the years ended December 31, 2009, 2008 and 2007 and the balance sheet data as of December 31,
2009 and 2008 were derived from our audited consolidated financial statements that are included elsewhere in this filing. The historical results presented
below may not be indicative of our future performance and does not necessarily reflect what our financial position and results of operations would have been
had we operated as a separate, stand-alone entity for periods ending prior to August 9, 2009 that are presented (as discussed in Note 1 to the consolidated
financial statements).

          The unaudited statements of operations data for the years ended December 31, 2006 and 2005 and the unaudited balance sheet data at December 31,
2006 and 2005 are derived from Altisource’s accounting records for those periods and have been prepared on a basis consistent with Altisource audited
combined consolidated financial statements.

          The selected consolidated financial data should be read in conjunction with “Item 7. Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and our consolidated financial statements and related notes included elsewhere in this Form 10-K.
                     
  Years Ended December 31,  
(in thousands, except per share data)  2009   2008   2007   2006   2005  
                     
Revenue (1)  $ 202,812  $ 160,363  $ 134,906  $ 96,603  $ 89,915 
Cost of Revenue (1)   126,797   115,048   96,954   72,163   75,675 
  

 
  

 
  

 
  

 
  

 
 

Gross Profit   76,015   45,315   37,952   24,440   14,240 
Selling, General and Administrative Expenses(1)   39,473   28,088   27,930   17,622   17,953 
  

 
  

 
  

 
  

 
  

 
 

Income (Loss) from Operations   36,542   17,227   10,022   6,818   (3,713)
Other (Expense) Income, net   1,034   (2,626)   (1,743)   205   (192)
  

 
  

 
  

 
  

 
  

 
 

Income (Loss) before Income Taxes   37,576   14,601   8,279   7,023   (3,905)
Income Tax Provision   (11,605)   (5,382)   (1,564)   (1,616)   2,401 
  

 
  

 
  

 
  

 
  

 
 

Net Income (Loss)  $ 25,971  $ 9,219  $ 6,715  $ 5,407  $ (1,504)
  

 

  

 

  

 

  

 

  

 

 

                     
Net Income per share                     

Basic  $ 1.09  $ 0.38  $ 0.28  $ 0.22  $ (0.06)
  

 

  

 

  

 

  

 

  

 

 

Diluted  $ 1.08  $ 0.38  $ 0.28  $ 0.22  $ (0.06)
  

 

  

 

  

 

  

 

  

 

 

                     
Transactions with related parties included above:                     

Revenue  $ 94,897  $ 64,251  $ 59,350  $ 51,971  $ 41,312 
  

 

  

 

  

 

  

 

  

 

 

Selling, General and Administrative Expenses  $ 4,308  $ 6,208  $ 8,864  $ 9,103  $ 9,049 
  

 

  

 

  

 

  

 

  

 

 

Interest Expense  $ 1,290  $ 2,269  $ 965  $ 503  $ 679 
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  As of December 31,
(in thousands)  2009  2008  2007  2006  2005
                     
Cash  $ 30,456  $ 6,988  $ 5,688  $ —  $ — 
Accounts Receivable, net   30,497   9,077   16,770   7,925   10,403 
Goodwill(1)   9,324   11,540   14,797   1,618   1,618 
Intangible Assets, net(1)   33,719   36,391   38,945   —   — 
Premises and Equipment, net   11,408   9,304   12,173   9,826   11,242 
Total Assets   120,556   76,675   92,845   22,205   24,706 
Lines of Credit and Other Secured Borrowings   —   1,123   147   —   — 
Capital Lease Obligations   664   1,356   3,631   3,219   2,603 
Total Liabilities   34,208   16,129   17,171   7,357   8,471 

 

(1)  The operations of NCI are included in our financial statements effective June 6, 2007, the date of acquisition. NCI is a receivables management
company specializing in contingency collections and customer relationship management for credit card issuers and other consumer credit providers.
Total goodwill and intangibles were $41.4 million, $46.3 million and $52.1 million, at December 31, 2009, 2008 and 2007, respectively. NCI revenues
were $63.1 million, $69.6 million and $36.0 million for the years ended December 31, 2009, 2008 and 2007, respectively. NCI operating expenses
(including both cost and revenue and selling, general and administrative expenses) were $69.0 million, $74.8 million and $38.4 million for the years
ended December 31, 2009, 2008 and 2007, respectively.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

          The following discussion and analysis should be read in conjunction with our consolidated financial statements and the related notes included within
this Annual Report on Form 10-K.

          Significant components of the MD&A section include:
     
  Page  
     
SECTION 1 — Overview   17 
The overview section provides a summary of Altisource and our reportable business segments. We also include a discussion of factors affecting
our consolidated results of operations as well as items specific to each business group. In addition, we provide a brief description of our basis of
presentation for our financial results.     
     
SECTION 2 — Consolidated Results of Operations   19 
The consolidated results of operations section provides an analysis of our results on a consolidated basis for the years ending December 31, 2009,
2008 and 2007. Significant subsections within this section are as follows:     
     

Summary Consolidated Results   19 
Revenue   19 
Cost of Revenue   20 
Selling, General and Administrative Expenses   21 
EBITDA   22 
Income Taxes   22 
Recent Accounting Pronouncements   23 

     
SECTION 3 — Segment Results of Operations   23 
The segment results of operations section provides an analysis of our results on a reportable operating segment basis for the years ended
December 31, 2009, 2008 and 2007. We discuss known trends and uncertainties. Significant subsections within this section are as follows:     
     

Mortgage Services   26 
Financial Services   29 
Technology Products   31 

     
SECTION 4 — Liquidity and Capital Resources   33 
The liquidity and capital resources section provides discussion of our ability to generate adequate amounts of cash to meet our current and future
needs. Significant subsections within this section are as follows:     
     

Liquidity   33 
Cash Flows   34 
Liquidity Requirements after December 31, 2009   35 
Capital Resources   35 

     
SECTION 5 — Critical Accounting Policies   35 
     
SECTION 6 — Off-Balance Sheet Arrangements   37 
     
SECTION 7 — Contractual Obligations, Commitments and Contingencies   37 
     
SECTION 8 — Other Matters   38 
The other matters section provides a discussion of related party transactions and provisions of the various separation related agreements with
Ocwen.     

16



Table of Contents

SECTION 1 — OVERVIEW

Our Business

          Altisource is a provider of services focused on high value, knowledge-based functions principally related to real estate and mortgage portfolio
management, asset recovery and customer relationship management. Utilizing integrated technology that includes decision models and behavioral based
scripting engines, we provide solutions that improve clients’ performance and maximize their returns.

          During 2009, we were a knowledge process provider primarily focused on the receivables management and default mortgage services vertical. Our
objective is to become a global knowledge process provider focused on the entire mortgage services lifecycle and credit to cash lifecycle management space.
We will achieve this objective by executing on our strategies of penetrating existing customers, acquiring new customers, continuing to focus on increasing
quality and reducing costs while investing in new service offerings.

Existing Customer Penetration. Within our Mortgage Services segment, we significantly expanded our revenues derived from the current loan portfolio
serviced by Ocwen. Although most of our Mortgage Service offerings were launched in late 2008 or during 2009, we estimate that as of December 31,
2009 we were able to capture approximately 30 — 35% of the available referrals given Ocwen’s existing loan portfolio. After considering the
composition of the loan portfolio serviced by Ocwen, including consideration of amounts serviced for Government Sponsored Entities (“GSEs”), our
current and expected service offerings and the expected mix of direct services provided versus those referred, we anticipate that we can capture
approximately 50 — 55% of revenue, or $200 — $210 million, from Ocwen’s existing loan portfolio. Assuming we are able to continue to deliver
high-quality services in a timely manner, our ability to capture this revenue is primarily a function of our ability to execute on our national rollout plans.
We expect to complete our national rollout in the fourth quarter of 2010. Since revenue recognition generally occurs 1 — 6 months from date of
referral, we would expect to be at a normalized run rate in mid 2011.

With respect to Financial Services, we provide contingency collection services to seven of the most recognizable credit card issuers in the industry.
Four of these clients were acquired in the past couple of years. Currently, we capture a negligible amount spent by these credit card issuers on
contingency collection with the exception of American Express where we continue to be one of their largest service providers. Although we will
continue to provide the best service possible to American Express and expand this relationship when opportunities arise, we also intend on expanding
our relationship with other key existing customers.

New Customer Acquisition. Although expanding our customer base is not a significant focus for 2010, we have or expect to take certain steps this year
that will facilitate broadening our customer base in 2011 and beyond. This includes the development of a sales and marketing team and the acquisition
of The Mortgage Partnership of America, L.L.C. (“MPA”) in February 2010. Given the concentrated client base and nature of our services, the sales
cycle can take 6 — 18 months or longer.

Invest in New Service Offerings. We intend on continuing to invest in services complementary to our existing service offerings in order to prepare for
continued growth. This includes expansion into origination appraisals and the expansion of our title agency services. We will also continue to develop
our multi-channel real estate marketplace principally around our recently launched website www.gohoming.com. Another longer-term service offering
will be the commercialization of our REALSuite technology which could increase Technology Products revenue and/or facilitate higher adoption of our
Mortgage Service offerings particularly by key clients. Finally, we intend to develop additional services within the credit to cash lifecycle management
vertical which may be based upon our patented invoice presentment system.

Highest Quality at Lowest Operating Costs. We firmly believe that by integrating six-sigma, econometrics and consumer behavioral principles into the
delivery of our services we are able to significantly improve the quality of services delivered while reducing overall operating costs.
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          Given the nature of our services (i.e. high margins and limited capital requirements) our free cash flow increases as we grow the business. This also
allows us to maintain a simple, debt free balance sheet.

Separation

          On August 10, 2009, Altisource became a stand-alone public company in connection with our Separation from Ocwen. In connection with the
Separation, Altisource and Ocwen entered into various agreements that address the allocation of assets and liabilities between them and that define their
relationship after the Separation including a Separation Agreement, a Tax Matters Agreement, an Employee Matters Agreement, an Intellectual Property
Agreement, a Data Center and Disaster Recovery Agreement, a Transition Services Agreement and certain long-term services contracts (collectively, the
“Agreements”). Additional information may be found in Note 4 to the consolidated financial statements.

Basis of Presentation

          The accompanying financial statements present the historical results of operations, assets and liabilities attributable to the Altisource businesses. For
periods prior to the Separation Date, these financial statements include allocations of expenses from Ocwen for certain corporate functions including
insurance, employee benefit plan expense and allocations for certain centralized administration costs for executive management, treasury, real estate,
accounting, auditing, tax, risk management, law department, internal audit, human resources and benefits administration. We determined these allocations
using proportional cost allocation methods including the use of relevant operating profit, fixed assets, sales and payroll measurements. Management believes
such allocations are reasonable; however, they may not be indicative of the actual expense that would have been incurred had the Company been operating as
an independent company for the periods presented. Total corporate costs allocated to the Company, excluding Separation costs, were $4.3 million for the
period ended August 10, 2009. The charges for these functions are included primarily in “Selling, General and Administrative Expenses” in the Consolidated
Statements of Operations. In addition, Ocwen had allocated interest expense to us based upon our portion of assets to Ocwen’s total assets which is included
in “Interest Expense” in the Consolidated Statements of Operations. There have been no allocations of expenses from Ocwen charged to us since the
Separation Date.

          The financial statements also do not necessarily reflect what the Company’s results of operations, financial position and cash flows would have been
had the Company operated as an independent company during the entire periods presented. For instance, as an independent public company, Altisource incurs
costs in excess of those allocated by Ocwen for maintaining a separate Board of Directors, obtaining a separate audit, relocating certain executive
management and hiring additional personnel.

Factors Affecting Comparability

          In addition to items noted within the Basis of Presentation section presented above, the following additional items, all of which were incurred in 2009,
may impact the comparability of our results:

 •  $3.4 million of one-time costs associated with the Separation;
 

 •  $1.9 million of facility closure costs recognized within the Financial Services segment associated with the closure of two collection facilities;
 

 •  $2.3 million of settlement gain recognized within the Financial Services segment; and
 

 •  $1.4 million of settlement losses recognized in the fourth quarter in the Financial Services segment with respect to the Noble dialer arbitration.
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SECTION 2 — CONSOLIDATED RESULTS OF OPERATIONS

Summary Consolidated Results

          Following is a discussion of our consolidated results of operations for each of the years in the three year period ended December 31, 2009. For a more
detailed discussion of the factors that affected the results of our business segments in these periods, see “SECTION 3 — SEGMENT RESULTS OF
OPERATIONS” below.

          The following table sets forth information regarding our results of operations for the years ended December 31, 2009, 2008, and 2007.
                             
  Years Ended December 31,   Variance 2009 vs. 2008   Variance 2008 vs. 2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Revenue  $ 202,812  $ 160,363  $ 134,906  $ 42,449   26%  $ 25,457   19%
Cost of Revenue   126,797   115,048   96,954   11,749   10   18,094   19 
  

 
  

 
  

 
  

 
      

 
     

Gross Profit   76,015   45,315   37,952   30,700   68   7,363   19 
Selling, General and

Administrative Expenses   39,473   28,088   27,930   11,385   41   158   1 
  

 
  

 
  

 
  

 
      

 
     

Income from Operations   36,542   17,227   10,022   19,315   112   7,205   72 
Other Income (Expense), net   1,034   (2,626)   (1,743)   3,660   139   (883)   (51)
  

 
  

 
  

 
  

 
      

 
     

Income Before Income Taxes   37,576   14,601   8,279   22,975   157   6,322   76 
Income Tax Provision   (11,605)   (5,382)   (1,564)   (6,223)   (116)   (3,818)   (244)
  

 
  

 
  

 
  

 
      

 
     

Net Income  $ 25,971  $ 9,219  $ 6,715  $ 16,752   182%  $ 2,504   37%
  

 

  

 

  

 

  

 

      

 

     

                             
Transactions with Related Parties:                             

Revenue  $ 94,897  $ 64,251  $ 59,350  $ 30,646   48%  $ 4,901   8%
  

 

  

 

  

 

  

 

      

 

     

Selling, General and
Administrative Expenses  $ 4,308  $ 6,208  $ 8,864  $ (1,900)   (31)% $ (2,656)   (30)%

  

 

  

 

  

 

  

 

      

 

     

Interest Expense  $ 1,290  $ 2,269  $ 965  $ (979)   (43)% $ 1,304   135%
  

 

  

 

  

 

  

 

      

 

     

Revenue
                             
  Years Ended December 31,   Variance 2009 vs. 2008   Variance 2008 vs. 2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Mortgage Services  $ 103,098  $ 54,956  $ 64,260  $ 48,142   88% $ (9,304)   (14)%
Financial Services   64,434   73,835   41,293   (9,401)   (13)   32,542   79 
Technology Products   47,453   45,283   36,235   2,170   5   9,048   25 
Corporate and Eliminations   (12,173)   (13,711)   (6,882)   1,538   11   (6,829)   (99)
  

 
  

 
  

 
  

 
      

 
     

Total Revenue  $ 202,812  $ 160,363  $ 134,906  $ 42,449   26% $ 25,457   19%
  

 

  

 

  

 

  

 

      

 

     

                             
Transactions with Related Parties:                             

Mortgage Services  $ 74,089  $ 41,635  $ 40,646  $ 32,454   78% $ 989   2%
Financial Services   98   1,181   1,044   (1,083)   (92)   137   13 
Technology Products(1)  20,710   35,416   24,542   (14,436)   (41)   10,604   43 

 

(1)  Includes revenue earned from other segments related to RealSuite and IT infrastruture services of $1.8 million and $13.7 million, respectively in 2008
and $1.5 million and $6.9 million, respectively in 2007.

          The principal driver of the increase in revenue during 2009 was our development of residential default oriented services which facilitated our expanded
relationship with Ocwen. The increase was primarily in default management, asset management and closing and title services. We expect to complete the
national rollout of our default services during 2010 which will facilitate greater penetration of Ocwen’s loan servicing portfolio and should facilitate sales
efforts to other customers. Our Technology Products segment also ended the year with an increase in revenue as decreases in infrastructure support revenue
were offset by increases in REALServicing principally with
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one third-party customer. Finally, Financial Services revenues continued to be negatively impacted by the overall economic conditions resulting in a decrease
in revenues for this segment.

          When comparing 2008 to 2007, the primary increase in revenues was the result of the acquisition of NCI. We acquired NCI in June 2007 and included
revenues only from the date of acquisition. Technology products revenue increase was primarily due to providing support services to NCI since the date of
acquisition and from a change in our billings to Ocwen to move from a cost-based method to market-based method in the second quarter of 2008. Mortgage
services revenues declined primarily as revenues from valuation, title search and mortgage due diligence reduced consistent with the reduction in loan
originations as a result of the mortgage crisis. Our default services were mostly in development with limited revenue.

          During 2010, we expect that we will be able to significantly grow our revenues when compared to prior periods as we execute upon the following
initiatives:

 •  Completion of our national platform for default services which will allow us to capture a greater share of revenues related to loans serviced by
Ocwen;

 

 •  Rollout nationally our Title Agency business;
 

 •  Inclusion of MPA since the February 2010 acquisition date; and
 

 •  Greater penetration of existing Financial Services clients.

          Our revenues for Mortgage Services and Technology Products will also benefit to the extent that Ocwen acquires new residential portfolios.

Cost of Revenue

          Cost of Revenue principally includes payroll and employee benefits associated with personnel employed in customer service roles; fees paid to external
providers including printing and mailing costs for correspondence with debtors; technology and telephony expenses as well as depreciation and amortization
of operating assets; and reimbursable expenses. The components of Cost of Revenue were as follows for the years ended December 31, 2009, 2008 and 2007:
                             
  Years Ended December 31,   Variance 2009 vs. 2008   Variance 2008 vs. 2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Compensation and Benefits  $ 51,251  $ 59,311  $ 44,886  $ (8,060)   (14)% $ 14,425   32%
Outside Fees and Services   59,103   35,825   32,830   23,278   65   2,995   9 
Technology and Communication   16,443   19,912   19,238   (3,469)   (17)   674   4 
  

 
  

 
  

 
  

 
      

 
     

Total Cost of Revenue  $ 126,797  $115,048  $ 96,954  $ 11,749   10%  $ 18,094   19%
  

 

  

 

  

 

  

 

      

 

     

                             
Gross Margin Percentage   37%  28%  28%                
  

 

  

 

  

 

                 

          Our gross margin percentage increased to 37% in 2009 from 28% in 2008. The increase in gross margin reflects the composition of revenues being
more weighted towards Mortgage Services which have higher margins. In addition, we aggressively reduced our compensation cost within our Financial
Services segment both by reducing the overall number of collectors as well as redistributing collectors to less expensive locations.

          Outside Fees and Services primarily increased in our Mortgage Services segment consistent with greater revenues. We include in this line expense
reimbursements, or pass through costs, associated with property preservation and default management services of $16.1 million. Outside Fees and Services
also increased in our Financial Services segment as we attempted to collect on more accounts in 2009 than in 2008 and, therefore, incurred greater costs. Our
Financial Services segment also increased its use of external collectors resulting in a shift in cost from Compensation and Benefits to Outside Fees and
Services.
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          Technology and Communications decreased in part due to the reduction of telephony costs, as well as lower overall technology costs due to fewer
collectors in the Financial Services segment. Finally, we incurred lower depreciation in 2009 as several assets became fully depreciated late in 2008. This
included the acceleration of depreciation of some obsolete technology that impacted the 2008 periods but not those in 2009.

          The increase in Cost of Revenue for 2008 when compared to 2007 consists of $30.0 million incremental cost related to our inclusion of the NCI results
for a full year in 2008 compared to a partial year in 2007, partially offset by decreases in Cost of Revenue in our Mortgage Services segment. The cost
reductions resulted from leveraging our workforce, our proprietary processes and our technology. These cost reductions, as well as the change to a market-
based rate card in our Technology Products segment enabled us to improve our gross profit by $7.4 million from 2007 to 2008 despite a decline in revenues
when adjusting for the impact of NCI.

Selling, General and Administrative Expenses

          Selling, General and Administrative Expenses include payroll, employee benefits, occupancy and other costs associated with personnel employed in
executive, sales, marketing, human resources and finance roles. Selling, General and Administrative Expenses also includes professional fees, depreciation on
non-operating assets and amortization of Intangible Assets with definite lives. The components of Selling, General and Administrative Expenses were as
follows for the years ended December 31, 2009, 2008 and 2007:
                             
  Years Ended December 31,   Variance 2009 vs. 2008   Variance 2008 vs. 2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Occupancy and Equipment  $ 8,456  $ 8,125  $ 7,999  $ 331   4% $ 126   2%
Corporate Allocations   4,096   6,208   8,864   (2,112)   (34)   (2,656)   (30)
Professional Services   10,252   3,270   3,121   6,982   214   149   5 
Other   16,669   10,485   7,946   6,184   59   2,539   32 
  

 
  

 
  

 
  

 
      

 
     

Total Selling, General and
Administrative Expenses  $ 39,473  $ 28,088  $ 27,930  $ 11,385   41% $ 158   1%

  

 

  

 

  

 

  

 

      

 

     

                             
Operating Margin Percentage   18%  11%  7%                
  

 

  

 

  

 

                 

          Our operating margin percentage increased to 18% in 2009 from 11% in 2008. The increase in operating margin is the result of our increase in gross
margins as discussed above partially offset by an increase to our Selling, General and Administrative Expenses primarily related to costs incurred as part of
our Separation as well as facility closure costs as discussed below.

          Corporate allocations represent expenses allocated from Ocwen through the Separation Date for certain corporate functions as discussed more fully in
“SECTION 1 — OVERVIEW, Separation” above. Subsequent to the Separation Date, these types of expenses (although no longer allocated from Ocwen) are
included in the Other Selling, General and Administrative Expense categories above. As a result, the decrease in 2009 is the result of allocations from Ocwen
only representing a partial period compared to a full year of allocations from Ocwen in the 2008.

          Professional services increased $7.0 million in 2009 compared to 2008 primarily due to $3.4 million of one-time separation related expenses,
$1.4 million increase in legal expense, primarily due to recent cases (see Note 14 to the consolidated financial statements) and an increase in costs associated
with being a public company such as audit fees along with director and officer insurance.

     Other Selling, General and Administrative Expenses increased in 2009 compared to 2008 primarily due to $2.3 million in facility closure costs recorded in
the third quarter consisting of lease exit costs and severance for closure of facilities in Miramar, Florida and Victoria, British Columbia, Canada. We expect
these facility closures will reduce our occupancy costs in future periods. Subsequent to the third quarter, we reversed $0.4 million of this reserve for assets
which will be utilized in other locations. In addition, 2009 includes $1.4 million of settlement losses recognized in the Financial Services segment with
respect to the Noble dialer arbitration.
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          The increase in Selling, General and Administrative Expenses in 2008 as compared to 2007 was due to $6.4 million of additional expenses in NCI due
to our including their operating results for a full year in 2008 partially offset by net decreases of $6.2 million from our remaining operations. We generated
these net decreases primarily by reducing the number and cost of our personnel supporting our Mortgage Services operations. By increasing the utilization of
our technology, maximizing the benefits of our diverse workforce and limiting the use of external professional services, we reduced our costs.

EBITDA

We believe income before interest, tax, depreciation and amortization (“EBITDA”), a non-GAAP financial measure, is useful to investors and analysts in
analyzing and assessing our overall business performance since we utilize this information for making operating decisions, for compensation decisions and
for forecasting and planning future periods. While the Company uses non-GAAP financial measures as a tool to enhance its understanding of certain aspects
of its financial performance and to provide incremental insight into the underlying factors and trends affecting both the Company’s performance and its cash-
generating potential, the Company does not consider these measures to be a substitute for, or superior to, the information provided by GAAP financial
measures. Consistent with this approach, the Company believes that disclosing non-GAAP financial measures to the readers of its financial statements
provides such readers with useful supplemental data that, while not a substitute for GAAP financial measures, allows for greater transparency in the review of
its financial and operational performance and enables investors to more fully understand trends in its current and future performance.
                             
  Years ended December 31,   Variance 2009 vs. 2008   Variance 2008 vs. 2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Income Before Income Taxes  $ 37,576  $ 14,601  $ 8,279  $ 22,975   157% $ 6,322   76%

Interest, net   1,644   2,655   1,926   (1,011)   (38)   729   38 
Depreciation and Amortization   5,432   7,836   6,979   (2,404)   (31)   857   12 
Amortization of Intangibles   2,672   2,554   1,555   118   5   999   64 

  
 
  

 
  

 
  

 
      

 
     

EBITDA  $ 47,324  $ 27,646  $ 18,739  $ 19,678   71% $ 8,907   48%
  

 

  

 

  

 

  

 

      

 

     

 

(1)  See “SECTION 3 — SEGMENT RESULTS OF OPERATIONS” below for a reconciliation of the most directly comparable GAAP measure to EBITDA.

     In addition to the changes in revenue and expenses discussed above, the increase in EBITDA also benefited from $2.3 million of Other Income recorded in
2009 relating to a litigation settlement (see Note 14 to the consolidated financial statements).

     With respect to 2008, the increase in EBITDA was primarily the result of the factors discussed above.

Income Taxes

          Income tax provision was $11.6 million, $5.4 million and $1.6 million in 2009, 2008 and 2007, respectively. Our effective tax rate was 30.9%, 36.9%
and 18.9% for 2009, 2008 and 2007, respectively. Income tax provision on Income Before Income Tax differs from amounts that would be computed by
applying the Luxembourg corporate income tax rate primarily because of the effect of differing tax rates outside of Luxembourg, indefinite deferral on
earnings of non-Luxembourg affiliates, additional foreign income taxes and changes in the valuation allowance.

          The principal contributing factor to the reduction in rate during 2009 is the composition of Pre-Tax Income by jurisdiction when compared to prior
periods. During 2010, we intend to utilize our international structure more efficiently to identify ways to lower our overall effective tax rate. Based upon our
discussions with advisors to date, we believe that if we are successful in our negotiations with various governmental authorities, we should be able to reduce
the rate materially from current levels.
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          The principal contributing factor to the increased effective tax rate for 2008 was an increase in valuation allowance particularly related to certain states
and the impact of foreign tax positions including related deferrals.

          See Note 11 to our consolidated financial statements for a reconciliation of taxes at the statutory rate to actual income tax provision.

Recent Accounting Pronouncements

          For a discussion of the recent accounting pronouncements, see Note 3 to the consolidated financial statements.

SECTION 3 — SEGMENT RESULTS OF OPERATIONS

     The following section provides a discussion of pre-tax results of operations of our business segments for the years ended December 31, 2009, 2008 and
2007. Transactions between segments are accounted for as third-party arrangements for purposes of presenting Segment Results of Operations. Intercompany
transactions primarily consist of information technology infrastructure services and charges for the use of certain REAL products from our Technology
Products segment to our other two segments. Generally, we reflect these charges within Technology and Communication in the segment receiving the services
except for consulting services which we reflect in professional services.
                     
  For the Year Ended December 31, 2009
              Corporate Items and  Consolidated
(in thousands)  Mortgage Services  Financial Services  Technology Products  Eliminations(1)  Altisource
                     
Revenue  $103,098  $64,434  $47,453  $(12,173)  $202,812 
Cost of Revenue   60,735   52,871   24,477   (11,286)   126,797 
  

 

Gross Profit   42,363   11,563   22,976   (887)   76,015 
Selling, General and Administrative

Expenses   5,625   19,267   4,731   9,850   39,473 
  

 

Income (Loss) from Operations   36,738   (7,704)   18,245   (10,737)   36,542 
Other income (expense), net   31   1,324   (319)   (2)   1,034 
  

 

Income (Loss) Before Income Taxes  $ 36,769  $ (6,380)  $17,926  $(10,739)  $ 37,576 
  

 

                     
Reconciliation to EBITDA                     

Income (Loss) Before Income
Taxes  $ 36,769  $ (6,380)  $17,926  $(10,739)  $ 37,576 

Interest, net   28   1,314   318   (16)   1,644 
Depreciation(2)   48   2,402   2,906   76   5,432 
Amortization of Intangibles   —   2,672   —   —   2,672 

  
 

EBITDA  $ 36,845  $ 8  $21,150  $(10,679)  $ 47,324 
  

 

                     
Transactions with Related Parties

Included Above:                     
Revenue  $ 74,089  $ 98  $20,710  $ —  $ 94,897 

  

 

Selling, General and Administrative
Expenses  $ 2,712  $ 467  $ 1,517  $ (388)  $ 4,308 

  

 

Interest Expense  $ 30  $ 1,029  $ 231  $ —  $ 1,290 
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  For the Year Ended December 31, 2008
              Corporate Items and  Consolidated
(in thousands)  Mortgage Services  Financial Services  Technology Products  Eliminations(1)  Altisource
                     
Revenue  $54,956  $73,835  $45,283  $(13,711)  $160,363 
Cost of Revenue   36,392   62,590   29,777   (13,711)   115,048 
  

 

Gross Profit   18,564   11,245   15,506   —   45,315 
Selling, General and Administrative

Expenses   5,027   17,168   6,118   (225)   28,088 
  

 

Income (Loss) from Operations   13,537   (5,923)   9,388   225   17,227 
Other income (expense), net   (58)   (1,952)   (391)   (225)   (2,626)
  

 

Income (Loss) Before Income Taxes  $13,479  $ (7,875)  $ 8,997  $ —  $ 14,601 
  

 

                     
Reconciliation to EBITDA                     

Income (Loss) Before Income
Taxes  $13,479  $ (7,875)  $ 8,997  $ —  $ 14,601 

Interest, net   58   2,025   572   —   2,655 
Depreciation(2)   34   3,202   4,600   —   7,836 
Amortization of Intangibles   —   2,554   —   —   2,554 

  
 

EBITDA  $13,571  $ (94)  $14,169  $ —  $ 27,646 
  

 

                     
Transactions with Related Parties

Included Above:                     
Revenue  $41,635  $ 1,181  $35,146  $(13,711)  $ 64,251 

  

 

Selling, General and Administrative
Expenses  $ 3,633  $ 595  $ 1,980  $ —  $ 6,208 

  

 

Interest Expense  $ 58  $ 1,833  $ 378  $ —  $ 2,269 
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  For the Year Ended December 31, 2007
              Corporate Items and  Consolidated
(in thousands)  Mortgage Services  Financial Services  Technology Products  Eliminations(1)  Altisource
                     
Revenue  $64,260  $41,293  $36,235  $(6,882)  $134,906 
Cost of Revenue   44,158   32,324   27,354   (6,882)   96,954 
  

 

Gross Profit   20,102   8,969   8,881   —   37,952 
Selling, General and Administrative

Expenses   7,876   14,787   6,359   (1,092)   27,930 
  

 

Income (Loss) from Operations   12,226   (5,818)   2,522   1,092   10,022 
Other income (expense), net   (90)   (1,269)   708   (1,092)   (1,743)
  

 

Income (Loss) Before Income Taxes  $12,136  $ (7,087)  $ 3,230  $ —  $ 8,279 
  

 

                     
Reconciliation to EBITDA                     

Income (Loss) Before Income
Taxes  $12,136  $ (7,087)  $ 3,230  $ —  $ 8,279 

Interest, net   90   1,300   536   —   1,926 
Depreciation(2)   292   980   5,707   —   6,979 
Amortization of Intangibles   —   1,555   —   —   1,555 

  
 

EBITDA  $12,518  $ (3,252)  $ 9,473  $ —  $ 18,739 
  

 

                     
Transactions with Related Parties

Included Above:                     
Revenue  $40,646  $ 1,044  $24,542  $(6,882)  $ 59,350 

  

 

Selling, General and Administrative
Expenses  $ 4,507  $ 1,817  $ 2,540  $ —  $ 8,864 

  

 

Interest Expense  $ 90  $ 544  $ 331  $ —  $ 965 
  

 

 

(1)  Intercompany transactions primarily consist of information technology infrastructure services and charges for the use of certain REAL products from
our Technology Products segment to our other two segments. Generally, we reflect these charges within technology and communication in the segment
receiving the services, except for consulting services, which we reflect in professional services.

 

(2)  Includes depreciation and amortization of $2.0 million, $2.8 million and $0.4 million in the years ended December 31, 2009, 2008 and 2007,
respectively, for assets reflected in the Technology Products segment but utilized by the Financial Services segment.
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Mortgage Services

          The following table presents our results of operations for our Mortgage Services segment for the years ended December 31:
                             
  Years Ended December 31,   Variance 2009 vs. 2008   Variance 2008 vs. 2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Revenue  $ 103,098  $ 54,956  $ 64,260  $ 48,142   88%  $ (9,304)   (14)%
Cost of Revenue   60,735   36,392   44,158   24,343   67   (7,766)   (18)
  

 
  

 
  

 
  

 
      

 
     

Gross Profit   42,363   18,564   20,102   23,799   128   (1,538)   (8)
Selling, General and

Administrative Expenses   5,625   5,027   7,876   598   12   (2,849)   (36)
  

 
  

 
  

 
  

 
      

 
     

Income from Operations  $ 36,738  $ 13,537  $ 12,226  $ 23,201   171%  $ 1,311   11%
  

 

  

 

  

 

  

 

      

 

     

                             
EBITDA(1)  $ 36,845  $ 13,571  $ 12,518  $ 23,274   171%  $ 1,053   8%
  

 

  

 

  

 

  

 

      

 

     

                             
Transactions with Related Parties:                             
Revenue  $ 74,089  $ 41,635  $ 40,646  $ 32,454   78%  $ 989   2%
  

 

  

 

  

 

  

 

      

 

     

Selling, General and
Administrative Expenses  $ 2,712  $ 3,633  $ 4,507  $ (921)   (25)% $ (874)   (19)%

  

 

  

 

  

 

  

 

      

 

     

Interest Expense  $ 30  $ 58  $ 90  $ (28)   (48)% $ (32)   (36)%
  

 

  

 

  

 

  

 

      

 

     

 

(1)  See table at the beginning of this section for a reconciliation of the most directly comparable GAAP measure to EBITDA.

          We experienced significant growth in our Mortgage Services segment in 2009 as we rolled out our residential default related services. We were able to
develop and rollout these services and still achieve a 36% EBITDA margin which includes the impact of expense reimbursements for which we recognize no
margin. We did this by leveraging our global delivery model and our experience with technological based solutions, econometrics and behavioral science.

          We believe we are well positioned to grow revenues in Mortgage Services throughout the economic cycle for the foreseeable future for the following
reasons:
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 •  We expect to complete our national rollout toward the end of 2010. This will allow us to capture 50 — 55% of the available referrals from the
loan portfolio serviced by Ocwen (currently we capture 30 — 35%). We typically generate revenue 1 — 6 months after the initial referral is
placed with us;

 

 •  Ocwen has sufficient equity to acquire additional portfolios. Referrals typically begin to accrue to us 3 to 6 months after the portfolio is acquired;
 

 •  Given the existing volume of loans in various stages of default and foreclosure, we believe the default services market is likely to grow through
2010;

 

 •  The acquisition of MPA should position Mortgage Services to grow if the economy were to improve more quickly than expected;
 

 •  We generate significant amounts of free cash flow that allow us to invest in new and existing services at attractive margins; and
 

 •  Given our small market position in very significant markets, we believe we have an ability to capture additional market share.

Revenue
                             
  Years Ended December 31,   Variance 2009 vs. 2008   Variance 2008 vs. 2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Revenue:                             

Residential Property Valuation  $ 26,800  $ 28,882  $ 38,998  $ (2,082)   (7)% $ (10,116)   (26)%
Closing and Title Services   17,444   13,173   14,042   4,271   32   (869)   (6)
Default Management Services   9,194   51   —   9,143   N/M   51   100 
Asset Management Services   30,464   1,167   —   29,297   N/M   1,167   100 
Component Services   19,196   11,683   11,220   7,513   64   463   4 

  
 
  

 
  

 
  

 
      

 
     

Total Revenue  $ 103,098  $ 54,956  $ 64,260  $ 48,142   88%  $ (9,304)   (14)%
  

 

  

 

  

 

  

 

      

 

     

                             
Transactions with Related

Parties:                             
Residential Property Valuation  $ 25,762  $ 27,301  $ 26,604  $ (1,539)   (6)% $ 697   3%
Closing and Title Services   13,496   13,173   14,042   323   2   (869)   (6)
Default Management Services   4,367   —   —   4,367   100   —   — 
Asset Management Services   30,464   1,161   —   29,303   N/M   1,161   100 

  
 
  

 
  

 
  

 
      

 
     

Revenue  $ 74,089  $ 41,635  $ 40,646  $ 32,454   78%  $ 989   2%
  

 

  

 

  

 

  

 

      

 

     

                             
Expense Reimbursements:                             
Default Management Services  $ 1,770  $ —  $ —  $ 1,770   100%  $ —   —%
  

 

  

 

  

 

  

 

      

 

     

Asset Management Services  $ 14,308  $ —  $ —  $ 14,308   100%  $ —   —%
  

 

  

 

  

 

  

 

      

 

     

                             

 

N/M — not meaningful

          In 2009, we generated the majority of our revenue by providing outsourced services for residential mortgage loans primarily for Ocwen or with respect
to the loan portfolio serviced by Ocwen. In addition to our relationship with Ocwen, we have longstanding relationships with some of the leading capital
markets firms, commercial banks, hedge funds, insurance companies and lending institutions and provide products that enhance their ability to make informed
investment decisions and manage their core operations. With the acquisition of MPA in February 2010, we took a significant step in our evolution to become
a full service provider in the mortgage services vertical and gained increased access to over 155 mid-tier mortgage bankers.
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          Residential Property Valuation. As one of the more mature services in our portfolio, residential property valuations are more subject to market
conditions and have therefore seen declines year over year given the mortgage crisis. During 2010, we expect this business to stabilize and potentially grow as
it benefits from an array of new services that are extensions of our core appraisal management services. In addition, we expect to utilize the existing
infrastructure to begin to diversify the client base.

          Closing and Title Services. This business includes legacy services such as pre-foreclosure title services and mortgage due diligence as well as an
expanded array of title services that were rolled out during 2009 principally around default title. During 2010 we are focused on rolling out our title agency
business nationally which we believe will drive significant revenue growth at attractive margins. We have also applied for our title agency license in several
counties in California which is a significant market for us. However, we do not expect to obtain agency status in California prior to the fourth quarter of 2010.

          Default Management Services. One of the services we rolled out in 2009 was non-legal support services whereby we provide non-legal back-office
support functions for foreclosure, bankruptcy and eviction. In 2009, the majority of our revenue was derived from processing foreclosures. We were able to
develop this line of business without acquiring existing back-office operation thereby utilizing limited capital resources and increasing our overall returns. We
expect this business to continue to grow during 2010 as we expand our geographic footprint entering into more states as well as expanding into providing
non-legal bankruptcy and eviction services to a greater extent than during 2009.

          Asset Management Services. Asset management services principally include property preservation and inspection and REO brokerage. During 2009, we
established brokerage operations in three key states and launched www.altisourcehomes.com and www.gohoming.com. These websites along with our
expanding brokerage and referral network will serve as the basis for our enhanced multi-channel real-estate marketplace service offering. We expect to
complete our national broker network including a referral network during 2010.

          Component Services. The increase in component services (formerly known as knowledge process outsourcing) is principally due to an expanded
relationship with an existing customer in the second quarter of 2009. The renewed contract has a five year term, thus we anticipate that we will continue to
generate revenues at least at the current level for the next several years.

          Revenues declined in 2008 as loan originations continued to decrease partially offset by an increase in services to assist holders of delinquent loans. We
determined early in 2008 to scale down the mortgage due diligence services due to a lack of demand. We shifted these resources to other areas, including our
outsourcing services for which we increased our revenues by gaining a greater share of our customers’ outsourcing needs.

Cost of Revenue

          Our gross margin was 41% in 2009 including $16.1 million of reimbursable expenses for which we achieve no margin. Core to our operating
philosophy is that we focus on selling solutions and units of output as opposed to seats. This allows us to benefit from increased operational efficiencies. We
gain operational efficiencies generally via use of technology and employing econometrics, consumer behavioral principles and six sigma techniques. During
2010, we expect to continue to invest in service offerings particularly residential loan origination services. We do not expect these investments to materially
impact our margins.

          Our gross profit increased from 31% in 2007 to 34% in 2008 primarily by continuing to increase the utilization of our proprietary technology as well as
by scaling back our mortgage due diligence services that had lower margins. Partially offsetting this improvement was the impact of new product launches for
which we incurred personnel and other costs to establish the products with minimal revenues during 2008.

Selling, General and Administrative Expenses

          Selling, General and Administrative Expenses increased during 2009 mostly with respect to travel costs and increased training costs related to the
increased workforce. As a percentage of Revenues, Selling, General and Administrative Expenses declined from 9% in 2008 to 5% in 2009 reflective of the
increased leverage we are
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obtaining as the business grows. We expect Selling, General and Administrative Expenses to increase during 2010 as we continue to incur additional costs as
a separate company and as we expand our marketing efforts. The sales cycle for attracting new customers can be prolonged and ranges generally from 6 to
18 months.

          Selling, General and Administrative Expenses decreased in 2008 as compared to 2007. Consistent with the changes in Cost of Revenue, we generated
these improvements by continuing to increase our utilization of our technology and lowering our overhead costs.

Financial Services

          The following table presents our results of operations for our Financial Services segment for the years ended December 31:
                             
              Variance 2009 vs.   Variance 2008 vs.  
  Years Ended December 31,   2008   2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Revenue  $ 64,434  $ 73,835  $ 41,293  $ (9,401)   (13)% $ 32,542   79%
Cost of Revenue   52,871   62,590   32,324   (9,719)   (16)   30,266   94 
  

 
  

 
  

 
  

 
      

 
     

Gross Profit   11,563   11,245   8,969   318   3   2,276   25 
Selling, General and Administrative

Expenses   19,267   17,168   14,787   2,099   12   2,381   16 
  

 
  

 
  

 
  

 
      

 
     

Income from Operations  $ (7,704)  $ (5,923)  $ (5,818)  $ (1,781)   (30)% $ (105)   (2)%
  

 

  

 

  

 

  

 

      

 

     

                             
EBITDA(1)  $ 8  $ (94)  $ (3,252)  $ 102   (109)  $ 3,158   97%
  

 

  

 

  

 

  

 

      

 

     

                             
Transactions with Related Parties:                             

Revenue  $ 98  $ 1,181  $ 1,044  $ (1,083)   (92)% $ 137   13%
  

 

  

 

  

 

  

 

      

 

     

Selling, General and
Administrative Expenses  $ 467  $ 595  $ 1,817  $ (128)   (22)% $ (1,222)   (67)%

  

 

  

 

  

 

  

 

      

 

     

Interest expense  $ 1,029  $ 1,833  $ 544  $ (804)   (44)% $ 1,289   237%
  

 

  

 

  

 

  

 

      

 

     

 

N/M — not meaningful. 
 

(1)  See table at the beginning of this section for a reconciliation of the most directly comparable GAAP measure to EBITDA.

          The year ended December 31, 2009 continued to be a very difficult environment for the collections industry particularly participants such as ourselves
that do not participate in debt buying activities. Liquidation rates declined year over year although we saw some stabilization as of year-end. With our cost
cutting, variability reduction and other collector initiatives, we were able to improve EBITDA, after adjustment for the one-time legal matters (gain of
$0.9 million, net) and facility closure costs (loss of $1.9 million, net), in an environment where revenues declined $9.4 million year over year. Given that
collection rates are generally inversely correlated to unemployment rates, we would expect that as unemployment declines the amount we are able to collect
should improve without a corresponding increase in expenses leading to additional improvements in margin.

          Furthermore, as noted above, we provide contingency collection services to seven of the most recognizable credit card issuers in the industry. Currently,
we capture a negligible amount spent by these credit card issuers on contingency collection with the exception of American Express where we continue to be
one of their largest service providers. As we continue to prove our collection capabilities, we would expect to gain additional market share. Our strategy for
2010 is to increase our margins principally via expanding our quality initiatives and investing in new technology while we increase our share with each of our
key clients.
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Revenue
                             
              Variance 2009 vs.   Variance 2008 vs.  
  Years Ended December 31,   2008   2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Revenue:                             

Asset Recovery Management  $ 51,019  $ 62,771  $ 36,802  $ (11,752)   (19)% $ 25,969   71%
Customer Relationship

Management   13,415   11,064   4,491   2,351   21   6,573   146 
  

 
  

 
  

 
  

 
      

 
     

Total Revenue  $ 64,434  $ 73,835  $ 41,293  $ (9,401)   (13)% $ 32,542   79%
  

 

  

 

  

 

  

 

      

 

     

                             
Transactions with Related Parties:                             

Asset Recovery Management  $ 98  $ 1,181  $ 1,044  $ (1,083)   (92)% $ 137   13%
  

 

  

 

  

 

  

 

      

 

     

          In our Financial Services segment, we generate the majority of our revenue from asset recovery management fees we earn for collecting amounts due to
our customers and from fees we earn for performing customer relationship management for our customers.

          Asset Recovery Management. Our revenues associated with contingency collections continued to decline principally due to lower collection rates. We
believe that our collection rates have declined as a direct result of the current protracted economic environment and are consistent with the collections
industry in general. At year-end, we began to see some stabilization of collection rates. While we cannot predict whether liquidation rates or placements will
stabilize at current levels, increase or continue to decline, we are focused on mitigating the impact from decreasing liquidation rates by expanding our market
share with existing customers.

          Customer Relationship Management. Our revenues associated with customer relationship management improved year over year as we expanded our
relationship with one primary customer.

          The increase in revenues from 2007 to 2008 was the result of the acquisition of NCI effective June 6, 2007.

Cost of Revenue

          Our Cost of Revenues in 2009 decreased compared to 2008 principally due to a reduction in Compensation and Benefit costs of $9.1 million due to
lower number of collectors and lower commissions. In addition, we reduced Technology and Communication costs by $2.9 million. Partially offsetting these
decreases were higher collection letter costs which are a function of the amount of placements we received. In addition, we utilized a higher number of
outside collectors in an effort to limit our exposure to declining collection rates. We continue to analyze our cost structure and intend to manage our costs to
improve our results even if collection rates remain at depressed levels.

          Cost of Revenue in 2008 increased compared to 2007. We began to expand our existing operations late in 2007 and continued this expansion in 2008 in
order to migrate more of our collections functions to lower cost areas. We incurred additional training and recruiting costs as we built the new facility and
ramped up staffing. We also generated lower collections per dollar placed with us in 2008 which we believe is consistent across the collections industry and is
due to the general economic downturn in the U.S. and elsewhere. Finally, we incurred higher technology costs in 2008 relating to the acceleration of
depreciation on a predictive dialer that we replaced and the addition of other technology assets. We reflect these costs in our Technology Products segment as
well but eliminate the duplicate amounts in consolidation. We fully depreciated this dialer in 2008 and reduced many of our technology costs during the year.
We also reduced the number of collectors late in 2008 without a corresponding decrease in revenue.

Selling, General and Administrative Expenses

          The primary driver of the increase in Selling, General and Administrative Expenses in 2009 was $2.3 million in facility closure costs accrued in the
third quarter primarily consisting of lease exit costs and severance for closure of facilities in Miramar, Florida and Victoria, British Columbia, Canada (see
Note 9 to the consolidated
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financial statements). We believe this will allow us to operate with lower costs in 2010. In addition, we had higher professional fees representing legal
expenses due to recent litigation (see Note 14 to the consolidated financial statements). We were able to partially offset this increase by reducing
compensation costs related to support functions. In addition, 2009 includes $1.4 million of settlement losses with respect to the Noble dialer arbitration.

          The increase in Selling, General and Administrative Expenses from 2007 to 2008 was the result of the acquisition of NCI effective June 6, 2007.

Technology Products

          The following table presents our results of operations for our Technology Products segment for the years ended December 31:
                             
              Variance 2009 vs.   Variance 2008 vs.  
  Years Ended December 31,   2008   2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Revenue  $ 47,453  $ 45,283  $ 36,235  $ 2,170   5%  $ 9,048   25%
Cost of Revenue   24,477   29,777   27,354   (5,300)   (18)   2,423   9 
  

 
  

 
  

 
  

 
      

 
     

Gross Profit   22,976   15,506   8,881   7,470   48   6,625   75 
Selling, General and Administrative

Expenses   4,731   6,118   6,359   (1,387)   (23)   (241)   (4)
  

 
  

 
  

 
  

 
      

 
     

Income from Operations  $ 18,245  $ 9,388  $ 2,522  $ 8,857   94%  $ 6,866   272%
  

 

  

 

  

 

  

 

      

 

     

                             
EBITDA(1)  $ 21,150  $ 14,169  $ 9,473  $ 6,981   49%  $ 4,696   50%
  

 

  

 

  

 

  

 

      

 

     

                             
Transactions with Related Parties:                             

Revenue(2)  $ 20,710  $ 35,146  $ 24,542  $ (14,436)   (41)% $ 10,604   43%
  

 

  

 

  

 

  

 

      

 

     

Selling, General and
Administrative Expenses  $ 1,517  $ 1,980  $ 2,540  $ (463)   (23)% $ (560)   (22)%

  

 

  

 

  

 

  

 

      

 

     

Interest expense  $ 231  $ 378  $ 331  $ (147)   (39)% $ 47   14%
  

 

  

 

  

 

  

 

      

 

     

 

(1)  See table at the beginning of this section for a reconciliation of the most directly comparable GAAP measure to EBITDA.
 

(2)  Includes revenue earned from other segments related to RealSuite and IT infrastruture services of $1.8 million and $13.7 million, respectively in 2008
and $1.5 million and $6.9 million, respectively in 2007.

          During 2009, the primary focus of the Technology Products segment was to support the growth of Mortgage Services as well as the cost reduction and
quality initiatives on-going with the Financial Services segment. During 2010, we are focused on commercialization of our Technology Product offerings to
expand their applicability to a broader audience. In addition, we are focused on reducing IT infrastructure costs where possible including those costs incurred
by Ocwen.
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Revenues
                             
              Variance 2009 vs.   Variance 2008 vs.  
  Years Ended December 31,   2008   2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Revenue:                             

REALSuite  $ 25,784  $ 20,463  $ 18,328  $ 5,321   26%  $ 2,135   12%
IT infrastructure services   21,669   24,820   17,907   (3,151)   (13)   6,913   39 

  
 
  

 
  

 
  

 
      

 
     

Total Revenue  $ 47,453  $ 45,283  $ 36,235  $ 2,170   5%  $ 9,048   25%
  

 

  

 

  

 

  

 

      

 

     

                             
Transactions with Related

Parties(1):                             
REALSuite  $ 9,899  $ 9,134  $ 7,800  $ 765   8%  $ 1,334   17%
IT infrastructure services   10,811   26,012   16,742   (15,201)   (58)   9,270   55 

  
 
  

 
  

 
  

 
      

 
     

Revenue  $ 20,710  $ 35,146  $ 24,542  $ (14,436)   (41)% $ 10,604   43%
  

 

  

 

  

 

  

 

      

 

     

 

(1)  Includes revenue earned from other segments related to RealSuite and IT infrastruture services of $1.8 million and $13.7 million, respectively in 2008
and $1.5 million and $6.9 million, respectively in 2007.

In 2009, we generated the majority of our revenue from REALSuite services, and we expect this trend to continue in future periods. In addition, we were able
to expand our third-party revenues for this segment during 2009.

          REALSuite. Our REALSuite revenue is primarily driven by our REALServicing product which is our comprehensive residential loan servicing
platform. In the second quarter of 2009, we expanded an agreement with an existing third-party customer for use of the REALServicing product by executing
a five year renewal. In addition, if Ocwen increases the size of its loan portfolio, our REALSuite revenues increase. Typically, REALServicing, REALTrans
and REALRemit revenues increase as loans are boarded.

          Revenues from our REALSuite of products increased in 2008 due primarily to the billing changes described above and as a result of higher fees for our
transaction based products. Although we generated higher revenues in 2008 than in 2007, we experienced softness in these revenues late in 2008 as
transaction volumes began to decline and the number of loans serviced by Ocwen contracted.

          IT infrastructure services. As expected, our IT infrastructure services revenues declined as we continue to seek ways to reduce our internal expenditures
as well as those of Ocwen. The primary driver for the reduction in revenue in 2009 was intercompany charges to our Financial Services segment due in part to
fewer collections, facility closures and other cost reduction efforts.

          Our change to a market-based rate card in the second quarter of 2008 resulted in our recording revenues of approximately $6.0 million more in 2008
than we would have recorded had we continued to use the cost-based system. Approximately $4.1 million of this increase related to IT infrastructure services
and $1.9 million related to REAL products revenues. Additionally, revenues increased primarily due to our commencing IT infrastructure services to NCI in
June 2007. Revenues from NCI were $7.9 million in 2008 and $2.2 million in 2007. The increase related to 2008 being a full year and to significant
technology additions for NCI during the year. These included replacing a predictive dialer and improving the telephony and call recording capabilities of the
operation in order to better serve our customers. Excluding the impact of the billing change and the addition of NCI, IT infrastructure services revenues
decreased 18% in 2008 as Ocwen reduced its staffing levels throughout the year and therefore required less IT infrastructure services.

Cost of Revenue

          Cost of Revenue in 2009 decreased compared to 2008 primarily for the following reasons:

•  $1.9 million reduction in Compensation costs as we integrated the Financial Services technology personnel into the existing technology group and
eliminated certain positions;
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•  $2.5 million reduction in Depreciation expense as several assets became fully depreciated in 2008 and have not been replaced;
 

•  $0.9 million reduction in Expenses for Hardware and Software Maintenance as we analyzed usage of these assets and eliminated unused items; and
 

•  $0.6 million net reduction in Telephony as we reduced the number of personnel, renegotiated contracts with service providers and improved technology to
drive down costs.

          In the fourth quarter, as expected, we incurred additional costs associated with the Separation such as new equipment, data links and licenses to operate
as a separate company from Ocwen as well as additional costs associated with our consolidation of data centers in the United States.

          Cost of revenue increased in 2008 compared to 2007. In connection with our acquisition of NCI in June 2007, we transferred NCI’s IT infrastructure
services staff to our Technology Products segment and began managing NCI’s IT infrastructure services function. This change increased our expenses in
Technology Products in 2007, but we offset this increase with reductions in the remainder of our operations. Late in 2007 and throughout 2008, we
consolidated the NCI support function with our operations eliminating many of the NCI positions and enabling us to minimize the increase in our Cost of
Revenue. Our billings to NCI increased over $5.7 million from 2007 to 2008 due to providing support for the full year in 2008 while our cost of revenue
increased only $2.4 million.

Selling, General and Administrative Expenses

          Selling, General and Administrative Expense declined in 2009 compared to 2008 due to lower occupancy and equipment charges given fewer personnel
and lower bad debt expense as we automated processes to identify delinquent receivables.

          Selling, General and Administrative Expenses were $6.1 million for the year ended December 31, 2008, a decrease of $0.2 million, or 4%, as compared
to $6.4 million for the year ended December 31, 2007. These decreases generally were due to reductions in the number of staff.

SECTION 4 — LIQUIDITY AND CAPITAL RESOURCES

Liquidity

          We believe that we have the ability to generate more than sufficient cash from our current operations for the next twelve months to meet anticipated
cash requirements. Anticipated cash requirements principally include operational expenditures such as compensation and benefits, working capital
requirements and spending for capital expenditures. In addition, for over 60% of our revenues, we are paid as we provide the service or within a limited
timeframe (i.e., within 1 — 2 weeks). This minimizes our working capital requirements and ensures sufficient timely cash flows to fund operations.

          Given our size, we generate significant excess cash that we will seek to deploy in a disciplined manner. Principally, we will continue to invest in
compelling services that we believe will generate high margin. In addition, we may seek to acquire a limited number of companies that fit our strategic
objectives. Finally, given the tax inefficiency of dividends, the low returns earned on cash held and our desire to only perform a limited number of
acquisitions, we believe one of the best ways to return value to shareholders is to consider a share repurchase program. Under Luxembourg law, we need
shareholder approval to initiate such a program. We intend to request shareholder approval at our next Annual General Meeting scheduled for May 19th 2010.

          For periods prior to the Separation, total borrowings as well as cash as presented in the accompanying historical combined financial statements reflect
only those balances we required to operate as a subsidiary of Ocwen. Until the Separation Date, Ocwen centrally managed the majority of the consolidated
company’s financing activities in order to optimize its costs of funding and financial flexibility at a corporate level. In addition, Ocwen historically
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allocated interest expense to us based upon our portion of assets to Ocwen’s total assets which resulted in interest charges reflected on our Consolidated
Statement of Operations. These interest charges reflect an allocation and are not indicative of the interest charge we expect to incur as a separate company.

          In June 2009, the Company terminated its existing revolving credit facility after considering its positive operating cash flows year-to-date and the
administrative costs of maintaining the facility. We continue to believe that the Company has sufficient operating cash flows and, if necessary, access to debt
markets at reasonable costs as well as the equity market to finance our operations for at least the next twelve months without this facility.

Cash Flows

          The following table presents our cash flows for the years ended December 31:
                             
  December 31,   Variance 2009 vs. 2008   Variance 2008 vs. 2007  
(dollars in thousands)  2009   2008   2007   $   %   $   %  
                             
Net Income Adjusted for Non-Cash

Items  $ 33,192  $ 21,055  $ 13,660  $ 12,137   58% $ 7,395   54%
Working Capital   92   7,850   (5,631)   (7,758)   (99)   13,481   239 
  

 
  

 
  

 
  

 
      

 
     

Cash Flow from Operating
Activities   33,284   28,905   8,029   4,379   15   20,876   260 

Cash Flow from Investing Activities  (7,536)   (5,216)   (56,777)   (2,320)   (44)   51,561   91 
Cash Flow from Financing

Activities   (2,280)   (22,389)   54,436   20,109   90   (76,825)   (141)
  

 
  

 
  

 
  

 
      

 
     

Net Change in Cash   23,468   1,300   5,688   22,168   N/M   (4,388)   (77)
Cash at Beginning of Period   6,988   5,688   —   1,300   23   5,688   100 
  

 
  

 
  

 
  

 
      

 
     

Cash at End of Period  $ 30,456  $ 6,988  $ 5,688  $ 23,468   336% $ 1,300   23%
  

 

  

 

  

 

  

 

      

 

     

 

N/M — Not Meaningful.

Cash Flow from Operating Activities

          Cash flow from operating activities consists of two components: (i) net income adjusted for depreciation, amortization and certain other non-cash items
and (ii) working capital. The significant increase in operating cash flow in 2009 compared to 2008 was primarily driven by our expansion of high margin
residential default services in our Mortgage Services segment. In addition, the operating improvement in both Financial Services and Technology Products
contributed to the increased operating cash flow.

          We generated $28.9 million in cash flows from operations for the year ended December 31, 2008 which represents our improved operating performance
during 2008 compared to 2007 as well as significant working capital improvement particularly with respect to reduced accounts receivables.

Cash Flow from Investing Activities

          Our cash flow from investing activities includes our purchases of premises and equipment. As expected, we saw an increase in technology purchases
during the latter half of 2009 due to our Separation from Ocwen and the consolidation of our data centers to a single center in the United States. We expect to
spend approximately $5.0 million per year to update our premises and equipment.

          We used $5.2 million of cash for investing activities in 2008 compared to $56.8 million in 2007. The large 2007 amount relates to our acquisition of
NCI in June 2007 for which we used $25.0 million of cash and financed the remainder with debt.
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Cash Flow from Financing Activities

          Our cash flow from financing activities primarily includes payments on debt and the net change in our invested equity balance. Prior to our Separation
from Ocwen, we participated in a centralized cash management program with Ocwen. We made a significant amount of our cash disbursements through
centralized payable systems which were operated by Ocwen, and a significant amount of our cash receipts were received by us and transferred to centralized
accounts maintained by Ocwen. There were no formal financing arrangements with Ocwen, and we recorded all cash receipts and disbursement activity
between Ocwen and us through invested equity in the Consolidated Balance Sheets and as net distributions or contributions in the Consolidated Statements of
Stockholders’ and Invested Equity and Cash Flows because we consider such amounts to have been contributed by or distributed to Ocwen.

Liquidity Requirements after December 31, 2009

          On February 12, 2010, we announced the acquisition of MPA. Consideration for the transaction consisted of $29.0 million in cash which was paid from
available funds (see also Note 20 to the consolidated financial statements).

          Management is not aware of any trends or events, commitments or uncertainties, which have not otherwise been disclosed, that will or are likely to
impact liquidity in a material way (see also Commitments and Contingencies below).

Capital Resources

          The assets and liabilities of Altisource have been accounted for at the historical values carried by Ocwen prior to the Separation and were assigned to
Altisource pursuant to the terms of the Separation Agreement. The indebtedness of Ocwen, other than certain capital lease obligations and indebtedness
specific to Nationwide Credit, Inc., was not transferred to Altisource and remains the indebtedness of Ocwen. The Invested Capital balance included as a
component of Stockholders’ Equity in the Company’s Consolidated Balance Sheet through the date of Separation includes accumulated earnings of the
Company as well as receivables/payables due to/from Ocwen resulting from cash transfers and intercompany activity. Interest was not charged or credited on
amounts due to/from Ocwen.

SECTION 5 — CRITICAL ACCOUNTING POLICIES

          We prepare our consolidated financial statements in accordance with accounting principles generally accepted in the United States. In applying many of
these accounting principles, we need to make assumptions, estimates and/or judgments that affect the reported amounts of assets, liabilities, revenues and
expenses in our consolidated financial statements. We base our estimates and judgments on historical experience and other assumptions that we believe are
reasonable under the circumstances. These assumptions, estimates and/or judgments, however, are often subjective. Actual results may be affected negatively
based on changing circumstances. If actual amounts are ultimately different from our estimates, the revisions are included in our results of operations for the
period in which the actual amounts become known. We believe the following critical accounting policies could potentially produce materially different results
if we were to change underlying assumptions, estimates and/or judgments (see Note 2 to the consolidated financial statements for a more detailed description
of the significant accounting policies that have been followed in preparing our consolidated financial statements).

Revenue Recognition

          We recognize revenues from the services we provide in accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards
Codification (“ASC”) Topic 605. ASC 605 sets forth guidance as to when revenue is realized or realizable and earned when all of the following criteria are
met: 1) persuasive evidence of an
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arrangement exists; 2) delivery has occurred or services have been performed; 3) the seller’s price to the buyer is fixed or determinable; and 4) collectability
is reasonably assured. Generally, the contract terms for these services are relatively short in duration, and we recognize revenues as the services are performed
either on a per unit or a fixed price basis. Our revenue recognition policies are detailed in Note 2 to the Consolidated Financial Statements. Significant areas
of judgment include the period over which we recognize property preservation and certain default management services revenue and the determination of fair
value for certain IT infrastructure services that we provide Ocwen. Management considers historical information and other third-party objective evidence on a
periodic basis in determining the appropriate revenue recognition.

Goodwill and Identifiable Intangible Assets

          As a result of our acquisition of NCI in 2007, we acquired goodwill and identifiable intangible assets of $54.8 million. Goodwill represents the cost of
an acquired business in excess of the fair value of its net assets, including identifiable intangible assets, at the acquisition date. At December 31, 2009, the
balance of goodwill was $7.9 million, of which $6.3 million relates to the acquisition of NCI and is included in our Financial Services segment and
$1.6 million relates to our acquisition of the company that developed the predecessor to REALTrans and is included in our Technology Products segment.

          Goodwill. We test goodwill for impairment at least annually during the fourth quarter or whenever events or circumstances indicate that the carrying
value of goodwill may not be recoverable from future cash flows based on a two-step impairment test in accordance with ASC Topic 350. We evaluate the
recoverability by comparing the estimated fair value of each operating segment with its estimated net carrying value (including goodwill). We derive the fair
value of each of our operating segments based on valuation techniques that we believe market participants would use for each segment (primarily a
discounted cash flow valuation methodology). Our goodwill impairment test involves the making of estimates and the exercise of management judgment.
From time to time, we may obtain assistance from third parties in our evaluation. The discounted cash flow valuation methodology uses projections of future
cash flows and includes assumptions concerning future operating performance and economic conditions that may differ from actual future cash flows
achieved.

          In projecting our cash flows, we used projected growth rates of 10% declining to 5%. For the discount rate, we used 18% which reflected our weighted
average cost of capital determined partially based on our industry and size. Fair value is calculated as the sum of the projected discounted cash flows of the
reporting units over the next three years and terminal value at the end of those three years.

          During the fourth quarters of 2008, 2007 and 2006, we completed our annual goodwill impairment tests and determined that there was no goodwill
impairment. We recorded purchase price adjustments of $0.4 million during 2008 that increased the amount of the goodwill we recorded. Also, prior to our
acquisition of NCI in 2007, NCI made an acquisition that created tax-deductible goodwill that amortizes for tax purposes over time. When we acquired NCI
in 2007, we recorded a lesser amount of goodwill for financial reporting purposes than what had previously been recorded at NCI for tax purposes. This
difference between the amount of goodwill recorded for financial reporting purposes and the amount recorded for taxes is referred to as “Component 2”
goodwill, and it results in our recording periodic reductions of our book goodwill balance in our consolidated financial statements. The reduction of book
goodwill also resulted in a reduction of equity in the amount of $2.2 million in 2009, $3.6 million in 2008 and $1.1 million in 2007. We will amortize the
remaining Component 2 goodwill for tax purposes which will result in our first reducing book goodwill to zero and then reducing intangible assets by the
remaining tax benefits of the Component 2 goodwill as they are realized.

          Identifiable Intangible Assets. The balance of intangibles at December 31, 2009 was $33.7 million. These intangibles relate to trademarks and customer
lists we acquired in connection with our acquisition of NCI. We amortize our identifiable intangible assets over their estimated lives in accordance with ASC
Topic 350. In accordance with ASC, identifiable intangible assets are tested for impairment whenever events or changes in circumstances suggest that the
carrying value of an asset or asset group may not be fully recoverable.

          These circumstances include, but are not limited to, a significant adverse change in legal factors or in the business climate or operating or cash flow
losses and projections of continuing losses. An impairment loss, generally calculated as the difference between the estimated fair value and the carrying value
of an asset or asset group, is
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triggered if the sum of the estimated undiscounted cash flows relating to the asset or asset group is less than the corresponding carrying value.

          During 2009, we did not identify any indicators of impairment for our NCI customer relationship and trade name intangibles.

Accounting for Income Taxes

          As part of the process of preparing the consolidated financial statements, we were required to determine income taxes in each of the jurisdictions in
which we operate. This process involves estimating actual current tax expense together with assessing temporary differences resulting from differing
recognition of items for income tax and accounting purposes. These differences result in deferred income tax assets and liabilities that are included within our
Consolidated Balance Sheets. We must then assess the likelihood that deferred income tax assets will be recovered from future taxable income and, to the
extent we believe that recovery is not likely, establish a valuation allowance. To the extent we establish a valuation allowance or increase this allowance in a
period, we must reflect this increase as an expense within income tax expense in the statement of earnings. Determination of the income tax expense requires
estimates and can involve complex issues that may require an extended period to resolve. Further, changes in the geographic mix of revenues or in the
estimated level of annual pre-tax income can cause the overall effective income tax rate to vary from period to period.

          We conduct periodic evaluations of positive and negative evidence to determine whether it is more likely than not that the deferred tax asset can be
realized in future periods. Among the factors considered in this evaluation are estimates of future taxable income, the future reversal of temporary differences,
tax character and the impact of tax planning strategies that can be implemented, if warranted. As a result of this evaluation, we included in the tax provision a
decrease of $0.3 million and an increase of $1.3 million to the valuation allowance for 2009 and 2008, respectively, related to certain state net operating
losses. The decrease in 2009 is related to changes in effective tax rates. The increase in 2008 relates to net operating losses that we no longer considered to be
more likely than not to be realized in future periods.

SECTION 6 — OFF-BALANCE SHEET ARRANGEMENTS

          We do not have any off-balance sheet arrangements other than operating leases.

SECTION 7 — CONTRACTUAL OBLIGATIONS, COMMITMENTS AND CONTINGENCIES

     Our long-term contractual obligations generally include our operating lease payments on certain of our property and equipment. The following table sets
forth information relating to our contractual obligations as of December 31, 2009:
                     
  Payments due by period  
      Less than           More than  
(in thousands)  Total   1 year   1-3 years   3-5 years   5 years  
                     
Non-Cancelable Operating Lease Obligations  $ 9,991  $ 4,110  $ 5,415  $ 466  $ — 
Capital Lease Obligations — Principal   664   536   128   —   — 
Contractual Interest Payments(1)   26   26   —   —   — 
  

 
  

 
  

 
  

 
  

 
 

                     
Total  $ 10,681  $ 4,672  $ 5,543  $ 466  $ — 

  

 

  

 

  

 

  

 

  

 

 

 

(1)  Represents estimated future interest payments on capital leases, based on applicable interest rates as of December 31, 2009.
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SECTION 8 — OTHER MATTERS

Related Party — Ocwen

          For the year ended December 31, 2009, approximately $74.1 million of the Mortgage Services, $0.1 million of the Financial Services and $20.7 million
of the Technology Products segment revenues were from services provided to Ocwen businesses not included in the Separation or sales derived from Ocwen’s
loan servicing portfolio. Services provided to Ocwen included residential property valuation, real estate sales, trustee management services, property
inspection and preservation, closing and title services, charge-off second mortgage collections, core technology back office support and multiple business
technologies including our REALSuite of products. We provided all services at rates we believe to be comparable to market rates.

          In connection with the Separation, Altisource and Ocwen entered into various agreements that address the allocation of assets and liabilities between
them and that define their relationship after the Separation including a Separation Agreement, a Tax Matters Agreement, an Employee Matters Agreement, an
Intellectual Property Agreement, a Data Center and Disaster Recovery Agreement, a Technology Products Services Agreement, a Transition Services
Agreement and certain long-term servicing contracts (collectively, the “Agreements”) (See Note 4 to the consolidated financial statements).
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

          Our financial market risk consists primarily of foreign currency exchange risk.

Foreign Currency Exchange Risk

          We are exposed to foreign currency exchange rate risk in connection with our investment in non-U.S. dollar functional currency operations, which are
very limited, to the extent that our foreign exchange positions remain un-hedged.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of Altisource Portfolio Solutions S.A.:

We have audited the accompanying consolidated balance sheet of Altisource Portfolio Solutions S.A. and subsidiaries (the “Company”) as of December 31,
2009, and the related consolidated statements of operations, changes in stockholders’ and invested equity and cash flows for the year then ended. These
consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. The consolidated financial statements of the Company for the years ended December 31, 2008 and 2007, before the
inclusion of earnings per share information presented on the 2008 and 2007 statement of operations and the related disclosures in Note 12 to the consolidated
financial statements, were audited by other auditors whose report, dated May 12, 2009 (June 26, 2009 as to Note 1 and Note 10), expressed an unqualified
opinion on those statements.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. Our audits included consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Altisource Portfolio Solutions, S.A. and
subsidiaries as of December 31, 2009, and the results of their operations and their cash flows for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

As discussed in Note 4 to the consolidated financial statements, the Company has entered into significant transactions with Ocwen Financial Corporation, a
related party.

We have also audited the earnings per share information presented on the 2008 and 2007 statement of operations and the related disclosures in Note 12 to the
consolidated financial statements. Our audit procedures were limited to (1) obtaining the Company’s earnings per share calculation and comparing the
calculated amounts to the earnings per share disclosures for 2008 and 2007, (2) comparing the numerator used in the earnings per share calculations to the
reported net income amounts for each of the years ended December 31, 2008 and 2007, (3) comparing the shares used as the denominator in the earnings per
share calculations for each of the years ended December 31, 2008 and 2007 to the number of shares of common stock outstanding as of August 10, 2009, and
(4) recalculating the earnings per share calculations for each of the years ended December 31, 2008 and 2007. In our opinion, the earnings per share
information presented on the 2008 and 2007 statement of operations and the related disclosures in Note 12 to the consolidated financial statements are
appropriate. However, we were not engaged to audit, review, or apply any procedures to the 2008 and 2007 consolidated financial statements of the Company
other than with respect to the earnings per share information and related disclosures included therein and, accordingly, we do not express an opinion or any
other form of assurance on the 2008 and 2007 consolidated financial statements taken as a whole.

/s/ Deloitte & Touche LLP

Atlanta, Georgia
March 16, 2010
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Report of Independent Registered Certified Public Accounting Firm

To the Board of Directors and Stockholders of Altisource Portfolio Solutions S.A.:

In our opinion, the combined consolidated balance sheet as of December 31, 2008 and the related combined consolidated statements of operations, invested
equity and cash flows for each of the two years in the period ended December 31, 2008, before the inclusion of earnings per share information presented on
the income statement and the related disclosure in Note 12, present fairly, in all material respects, the financial position of the Altisource businesses as
described in Note 1 of the combined consolidated financial statements at December 31, 2008, and the results of their operations and their cash flows for each
of the two years in the period ended December 31, 2008 in conformity with accounting principles generally accepted in the United States of America. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on
our audits. We conducted our audits of these statements in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

As discussed in Note 4 to the combined consolidated financial statements, the Company has entered into significant transactions with Ocwen Financial
Corporation, a related party. 

We were not engaged to audit, review, or apply any procedures with respect to the earnings per share information presented on the income statement or the
related disclosure in Note 12 and accordingly, we do not express an opinion or any other form of assurance about whether such information and disclosures
are appropriate. The earnings per share information and the related disclosures were audited by other auditors.

/s/ PricewaterhouseCoopers LLP

Fort Lauderdale, Florida
May 12, 2009, except for the termination of the line of credit maturing July 2011 discussed in Note 10 and the completion of the conversion of Altisource
Portfolio Solutions S.à r.l. into a Luxembourg société anonyme discussed in Note 1, which are as of June 26, 2009
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ALTISOURCE PORTFOLIO SOLUTIONS S.A.
Balance Sheets

(Dollars in Thousands, Except Per Share Data)
         
      December 31,
  December 31,  2008
  2009  (Combined
  (Consolidated)  Consolidated)

ASSETS
Current Assets:         

Cash and Cash Equivalents  $ 30,456  $ 6,988 
Accounts Receivable, net   30,497   9,077 
Prepaid Expenses and Other Current Assets   2,904   3,021 
Deferred Tax Assets, net   1,546   268 

  
 

Total Current Assets   65,403   19,354 
         
Premises and Equipment, net   11,408   9,304 
Intangible Assets, net   33,719   36,391 
Goodwill   9,324   11,540 
Other Non-current Assets   702   86 
  

 

         
Total Assets  $120,556  $76,675 
  

 

         
LIABILITIES AND EQUITY

         
Current Liabilities:         

Accounts Payable and Accrued Expenses  $ 24,192  $ 4,767 
Capital Lease Obligations — Current   536   916 
Line of Credit and Other Secured Borrowings   —   1,123 
Other Current Liabilities   5,939   6,213 

  
 

Total Current Liabilities   30,667   13,019 
         
Capital Lease Obligations — Non-current   128   440 
Deferred Tax Liability, net   2,769   2,670 
Other Non-current Liabilities   644   — 
         
Commitment and Contingencies (Note 14)         
         
Stockholders’ and Invested Equity         

Common Stock ($1.00 par value; 100,000,000 shares authorized; 24,144,914 shares issued and
outstanding in 2009; EUR 25 par value, 263,412 shares authorized, issued and outstanding in 2008   24,145   6,059 

Retained Earnings   11,665   — 
Additional Paid-in Capital   50,538   — 
Invested Equity   —   54,487 

  
 

Total Stockholders’ Equity   86,348   60,546 
  

 

Total Liabilities and Equity  $120,556  $76,675 
  

 

See notes to consolidated and combined consolidated financial statements.
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(Dollars in Thousands, Except Share Data)
             
  For the Years Ended December 31,
      2008  2007
  2009  (Combined  (Combined
  (Consolidated)  Consolidated)  Consolidated)
             
Revenue  $ 202,812  $ 160,363  $ 134,906 
Cost of Revenue   126,797   115,048   96,954 
  

 

Gross Profit   76,015   45,315   37,952 
             
Selling, General and Administrative Expenses   39,473   28,088   27,930 
  

 

             
Income from Operations   36,542   17,227   10,022 

Other Income (Expense), net   1,034   (2,626)   (1,743)
  

 

             
Income Before Income Taxes   37,576   14,601   8,279 
Income Tax Provision   (11,605)   (5,382)   (1,564)
  

 

Net Income  $ 25,971  $ 9,219  $ 6,715 
  

 

             
Earnings Per Share             

Basic  $ 1.08  $ 0.38  $ 0.28 
  

 

Diluted  $ 1.07  $ 0.38  $ 0.28 
  

 

             
Weighted Average Shares Outstanding             

Basic   24,061,912   24,050,340   24,050,340 
Diluted   24,260,651   24,050,340   24,050,340 

             
Transactions with Related Parties included above:             

Revenue  $ 94,897  $ 64,251  $ 59,350 
  

 

Selling, General and Administrative Expenses  $ 4,308  $ 6,208  $ 8,864 
  

 

Interest Expense  $ 1,290  $ 2,269  $ 965 
  

 

See notes to consolidated and combined consolidated financial statements.
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Consolidated Statements of Changes in Stockholders’ and Invested Equity

(Dollars in Thousands)
                             
                  Additional       
  Invested  Common Stock  Retained  Paid-in       
  Equity  Shares      Earnings  Capital  Total     
Balance, January 1, 2007  $ 8,789   263,412  $ 6,059  $ —  $ —  $ 14,848     
Net Income   6,715   —   —   —   —   6,715     
Contribution for Acquisition   56,980   —   —   —   —   56,980     
Net Transfers to Parent   (2,869)   —   —   —   —   (2,869)     
  

 
    

Balance, December 31, 2007   69,615   263,412   6,059   —   —   75,674     
                             
Net Income   9,219   —   —   —   —   9,219     
Net Transfers to Parent   (24,347)   —   —   —   —   (24,347)     
  

 
    

Balance, December 31, 2008   54,487   263,412   6,059   —   —   60,546  
Comprehensive

Income
                          

 

                             
Share Issuance due to

Conversion to a
Luxembourg Societé
Anonyme   (3,283)   9,078,495   3,283   —   —   —  $ — 

Net Income for Pre-
separation Period   14,306   —   —   —   —   14,306   14,306 

Net transfers to Ocwen   (1,354)   —   —   —   —   (1,354)   — 
Consummation of Spin-off

Transaction and
Distribution to Common
Stock   (64,156)   14,732,428   14,732   —   49,424   —   — 

Share-based compensation   —   —   —   —   296   296   — 
Exercise of stock options   —   70,579   71   —   818   889   — 
Net Income for Post-

separation Period   —   —   —   11,665   —   11,665   11,665 
  

 

Balance, December 31, 2009  $ —   24,144,914  $24,145  $11,665  $50,538  $ 86,348  $25,971 
  

 

See notes to consolidated and combined consolidated financial statements.
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ALTISOURCE PORTFOLIO SOLUTIONS S.A.
Statements of Cash Flows

(Dollars in Thousands)
             
  For the Years Ended December 31,
      2008  2007
  2009  (Combined  (Combined
  (Consolidated)  Consolidated)  Consolidated)
CASH FLOWS FROM OPERATING ACTIVITIES:             
Net income  $ 25,971  $ 9,219  $ 6,715 
Reconciling Items:             

Depreciation and Amortization   5,432   7,836   6,979 
Amortization of Intangible Assets   2,672   2,554   1,555 
Share-based compensation expense   296   —   — 
Deferred Income Taxes, net   (1,179)   1,197   (1,589)
Loss on Disposal of Premises and Equipment   —   249   — 
Changes in Operating Assets and Liabilities, net of Acquisitions:             

Accounts Receivable, net   (21,420)   7,693   (4,487)
Prepaid Expenses and Other Current Assets   117   305   587 
Other Assets   (616)   57   207 
Accounts Payable and Accrued Expenses   19,425   (3,370)   (2,551)
Other Current and Non-Current Liabilities   2,586   3,165   613 

  
 

Net Cash Flow from Operating Activities   33,284   28,905   8,029 
  

 

             
CASH FLOWS FROM INVESTING ACTIVITIES:             

Additions to Premises and Equipment, net   (7,536)   (5,216)   (4,236)
Acquisition of NCI Holdings, Inc., net of Cash Acquired   —   —   (52,541)

  
 

             
Net Cash Flow from Investing Activities   (7,536)   (5,216)   (56,777)
  

 

             
CASH FLOWS FROM FINANCING ACTIVITIES:             

Repayment of Short-Term Borrowings   —   (147)   — 
Principal Payments on Capital Lease Obligations   (692)   (2,275)   (811)
Proceeds from Borrowing of Long-Term Debt   —   —   27,500 
Repayment of Long-Term Debt   —   —   (27,500)
Borrowings from Line of Credit   —   33,417   — 
Payments of Line of Credit   (1,123)   (32,294)   — 
Proceeds from Stock Option Exercises   889   —   — 
Net (Distribution to) Contribution from Parent   (1,354)   (21,090)   55,247 

  
 

             
Net Cash Flow from Financing Activities   (2,280)   (22,389)   54,436 
  

 

             
Net (Decrease) Increase in Cash and Cash Equivalents   23,468   1,300   5,688 
Cash and Cash Equivalents at the Beginning of the Year   6,988   5,688   — 
  

 

Cash and Cash Equivalents at the End of the Year  $ 30,456  $ 6,988  $ 5,688 
  

 

             
Supplemental Cash Flow Information             

Interest Paid  $ 25  $ 121  $ 750 
Income Taxes Paid  $ 795  $ 26  $ — 

             
Non-cash Investing and Financing Activities             

Reduction in Income Tax Payable from Tax Amortizable Goodwill  $ 2,216  $ 3,622  $ 1,136 
Increase in Common Stock due to the Company’s Conversion to a Luxembourg

Société Anonyme  $ 3,283  $ —  $ — 

See notes to consolidated and combined consolidated financial statements.
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Notes to Consolidated and Combined Consolidated Financial Statements

1. ORGANIZATION AND BASIS OF PRESENTATION

          Altisource Portfolio Solutions S.A. (which may be referred to as Altisource, the Company, we, us or our), together with its subsidiaries is a provider of
services focused on high value, knowledge-based functions principally related to real estate and mortgage portfolio management, asset recovery and customer
relationship management. Utilizing integrated technology that includes decision models and behavioral based scripting engines, the Company provides
solutions that improve clients’ performance and maximizes their returns.

          We are publicly traded on the NASDAQ Global Select market under the symbol ASPS. Altisource was incorporated under the laws of Luxembourg on
November 4, 1999 as Ocwen Luxembourg S.àr.l., renamed Altisource Portfolio Solutions S.à r.l. on May 12, 2009 and converted into Altisource Portfolio
Solutions S.A. on June 5, 2009 (the “Conversion”). As part of the Conversion, we also changed the par value of equity from EUR 25 to $1.00 per share.
Altisource became a publicly traded company as of August 10, 2009, see “Separation” below.

          We conduct our operations through three reporting segments: Mortgage Services, Financial Services and Technology Products. In addition, we report
our corporate related expenditures as a separate segment (see Note 18 for a description of our business segments).

          Separation — On August 10, 2009 (the “Separation Date”), we became a stand-alone public company in connection with our separation from Ocwen
Financial Corporation (“Ocwen”) (the “Separation”). Prior to the Separation, our businesses were wholly-owned subsidiaries of Ocwen. On the Separation
Date, Ocwen distributed all of the Altisource common stock to Ocwen’s shareholders (the “Distribution”). Ocwen’s stockholders received one share of
Altisource common stock for every three shares of Ocwen common stock held as of August 4, 2009 (the “Record Date”). In addition, holders of Ocwen’s
3.25% Contingent Convertible Unsecured Senior Notes due 2024 received one share of Altisource common stock deemed held on an as if converted basis.
For such notes, the conversion ratio of 82.1693 shares of Ocwen common stock for every $1,000 in aggregate principal amount of notes held on the Record
Date was calculated first and then we applied the distribution ratio of one share of Altisource common stock for every three shares of Ocwen common stock
on an as converted basis to determine the number of shares each note holder received.

          In connection with the Separation, we entered into various agreements with Ocwen that define our relationship after the Separation including a
separation agreement, a tax matters agreement, an employee matters agreement, an intellectual property agreement, a data center and disaster recovery
agreement, a technology products services agreement, a transition services agreement and certain long-term servicing contracts (collectively, the
“Agreements”) (See Note 4).

          Basis of Presentation, Consolidated —Beginning August 10, 2009, after our assets and liabilities were formally contributed by Ocwen to Altisource
pursuant to the terms of the Separation Agreement (see Note 4), the financial statements of the Company have been presented on a consolidated basis for
financial reporting purposes. Our consolidated financial statements include the assets and liabilities, revenues and expenses directly attributable to our
operations.

          Basis of Presentation, Combined Consolidated — The combined consolidated financial statements present the historical results of operations, assets
and liabilities attributable to the Altisource businesses. These combined consolidated financial statements have been prepared on a “carve-out” basis from
Ocwen and, because a direct ownership relationship did not exist among the various units comprising the Altisource business, combine and do not consolidate
Altisource Portfolio Solutions S.àr.l., and its subsidiaries with Ocwen’s wholly owned subsidiaries NCI Holdings, Inc. (“NCI”); Nationwide Credit, Inc.;
Premium Title Services, Inc.; REALHome Services and Solutions, Inc.; Portfolio Management Outsourcing Solutions, LLC; and Western Progressive Trustee
LLC.

          The combined consolidated statements also reflect the capital structures of each of the combined subsidiaries. We have recorded these balances in the
combined consolidated financial statements as part our invested equity. NCI Holdings, Inc. includes only the operations of Nationwide Credit, Inc. We formed
REALHome Services and Solutions, Inc. Portfolio Management Outsourcing Solutions, LLC and Western Progressive Trustee LLC late in 2008 with minimal
capital and only Portfolio Management Outsourcing Solutions, LLC had operations during 2008. A summary of the individual equity accounts as of
December 31, 2008 for each of the above incorporated entities is as follows:

47



Table of Contents

ALTISOURCE PORTFOLIO SOLUTIONS S.A.
Notes to Consolidated and Combined Consolidated Financial Statements (continued)

                 
      Retained     
      Earnings     
  Common  (Accumulated  Invested   
(in thousands)  Stock  Deficit)  Equity  Total
December 31, 2008:                 

Altisource Portfolio Solutions S.A.  $ 6,059  $ —  $54,487  $ 60,546 
NCI Holdings, Inc.   29,480   (8,379)   —   21,101 
Premium Title Services, Inc.   400   (628)   —   (228)
Portfolio Management Outsourcing Solutions, LLC   —   (213)   —   (213)
Eliminations   (29,880)   9,220   —   (20,660)

  
 

                 
Total Stockholder’s Equity  $ 6,059  $ —  $54,487  $ 60,546 
  

 

          The indebtedness of Ocwen, other than certain capital lease obligations and indebtedness specific to Nationwide Credit, Inc (“NCI”), was not
transferred to Altisource and remains the indebtedness of Ocwen. Prior to the Separation, Ocwen centrally managed the cash flows generated from the
Company’s various businesses. The Invested equity balance included as a component of Shareholders’ Equity in the Company’s Balance Sheet up to the
Separation Date includes accumulated earnings of the Company as well as receivables/payables due to/from Ocwen resulting from cash transfers and
intercompany activity. Interest was not charged or credited on amounts due to/from Ocwen.

          For periods prior to the Separation Date, these financial statements include allocations of expenses from Ocwen for corporate functions including
insurance, employee benefit plan expense and allocations for certain centralized administration costs for executive management, treasury, real estate,
accounting, auditing, tax, risk management, internal audit, human resources and benefits administration. We determined these allocations using proportional
cost allocation methods including the use of relevant operating profit, fixed assets, sales and payroll measurements. Specifically, personnel and all associated
costs, including compensation, benefits, occupancy and other costs, are allocated based on the estimated percentage of time spent by the individual in the
various departments. External costs such as audit fees, legal fees, business insurance and other are allocated based on a combination of the sales, fixed assets
and operating profits of the department, whichever is most appropriate given the nature of the expense. Management believes such allocations are reasonable;
however, they may not be indicative of the actual expense that would have been incurred had the Company been operating as an independent company for the
periods presented. Total corporate costs allocated to the Company, excluding separation costs, were $4.3 million for the period ended August 9, 2009. The
charges for these functions are included primarily in Selling, General and Administrative Expenses in the Statements of Operations. In addition, Ocwen had
allocated interest expense to us based upon our portion of assets to Ocwen’s total assets which is reflected as Interest Expense in the Statements of
Operations. There have been no expenses allocated to us since the Separation Date.

          The financial statements also do not necessarily reflect what the Company’s consolidated results of operations, financial position and cash flows would
have been had the Company operated as an independent company during the entire periods presented. For instance, as an independent public company,
Altisource incurs costs for maintaining a separate Board of Directors, obtaining a separate audit, relocating certain executive management and hiring
additional personnel.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

          Basis of Accounting — The consolidated financial statements are prepared in accordance with accounting principles generally accepted in the United
States of America (“GAAP”).

          Principles of Consolidation — The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries.
Intercompany accounts and transactions have been eliminated.

          Use of Estimates — The preparation of these consolidated financial statements in accordance with GAAP requires management to make estimates and
assumptions that affect the amounts reported in the accompanying financial statements and notes. Actual results could differ from those estimates and such
differences could be material to the financial statements.

          Cash and Cash Equivalents — Cash and Cash Equivalents include cash in banks and investments in short-term instruments with an original maturity
date of three months or less.

          Accounts Receivable, Net — Accounts Receivable are net of an allowance for doubtful accounts that represent an amount that we estimate to be
uncollectible. We have estimated the allowance for doubtful accounts based on our historical write-offs, our analysis of past due accounts based on the
contractual terms of the receivables, and our assessment of the economic status of our customers, if known. The carrying value of Accounts Receivable, net,
approximates fair value.

          Premises and Equipment, Net — We report Premises and Equipment, Net at cost or estimated fair value at acquisition and depreciate them over their
estimated useful lives using the straight-line method as follows:
   
Furniture and Fixtures  5 years
Office Equipment  5 years
Computer Hardware and Software  2 — 3 years
Leasehold Improvements  Shorter of useful life or term of lease

          We record payments for maintenance and repairs as expenses when incurred. We record expenditures for significant improvements and new equipment
as capital expenses and depreciate them over the shorter of the capitalized asset’s life or the life of the lease.

          We review Premises and Equipment for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset or asset
group may not be recoverable. We measure recoverability of assets to be held and used by comparison of the carrying amount of an asset or asset group to
estimated undiscounted future cash flows expected to be generated by the asset or asset group. If the carrying amount of an asset or asset group exceeds its
estimated future cash flows, we recognize an impairment charge in the amount by which the carrying amount of the assets exceeds the fair value of the asset
or asset group.

          Computer software includes the fair value of software acquired in business combinations and purchased software. Purchased software is recorded at
cost and amortized using the straight-line method over its estimated useful life. Software acquired in business combinations is recorded at its fair value and
amortized using straight-line or accelerated methods over its estimated useful life, ranging from two to three years.

          Business Combinations — We account for acquisitions using the purchase method of accounting in accordance with Accounting Standards
Codification (“ASC”) Topic 805. The purchase price of the acquisition is allocated to the assets acquired and liabilities assumed using the fair values
determined by management as of the acquisition date.
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          Goodwill and Intangible Assets, Net — We classify Intangible Assets. Net into two categories: (1) Intangible Assets with definite lives subject to
amortization and (2) Goodwill, which represents the excess of cost over the fair value of assets acquired and liabilities assumed in business combinations.

          For Intangible Assets with definite lives, we perform tests for impairment if conditions exist that indicate the carrying value may not be recoverable.
For Intangible Assets with indefinite lives and Goodwill, we perform tests for impairment at least annually or more frequently if events or circumstances
indicate that assets might be impaired.

          When facts and circumstances indicate that the carrying value of Intangible Assets determined to have definite lives may not be recoverable,
management assesses the recoverability of the carrying value by preparing estimates of cash flows of discrete intangible assets consistent with models utilized
for internal planning purposes. If the sum of the undiscounted expected future cash flows is less than the carrying value, we would recognize an impairment to
the extent carrying amount exceeds fair value. No impairment was recognized during the periods presented.

          We test Goodwill in the fourth quarter unless events or changes in circumstances indicate that the carrying amount may exceed its fair value. The
impairment test has two steps. The first step identifies potential impairments by comparing the fair value of the reporting unit with its carrying value,
including Goodwill. If the calculated fair value of a reporting unit exceeds the carrying value, Goodwill and indefinite lived intangibles are not impaired, and
the second step is not necessary. If the carrying value of a reporting unit exceeds the fair value, the second step calculates the possible impairment loss by
comparing the implied fair value with the carrying value. If the fair value is less than the carrying value, we would record an impairment charge. This analysis
did not result in an impairment charge during the periods presented.

          We determine the useful lives of our identifiable Intangible Assets after considering the specific facts and circumstances related to each intangible asset.
Factors we consider when determining useful lives include the contractual term of any arrangements, the history of the asset, our long-term strategy for use of
the asset and other economic factors. We amortize intangible assets that we deem to have definite lives on a straight-line basis over their useful lives,
generally ranging from 5 to 20 years.

          Fair Value of Financial Instruments — The fair value of financial instruments, which primarily include Cash and Cash Equivalents, Accounts
Receivable and Accounts Payable and Accrued Expenses at December 31, 2009 are carried at amounts that approximate their fair value due to the short-term
nature of these amounts.

          Foreign Currency Translation and Transactions — Our reporting currency is the U.S. dollar. Other foreign currency assets and liabilities that are
considered monetary items are translated at exchange rates in effect at the balance sheet date. Foreign currency revenues and expenses are translated at
transaction date exchange rates. These exchange gains and losses are included in the determination of net income.

          Defined Contribution 401(k) Plan — Some of our employees currently participate in a defined contribution 401(k) plan under which we may make
matching contributions equal to a discretionary percentage determined by us. We recorded expense of $0.1 million in 2009 related to our discretionary
amounts contributed.

          Equity-based Compensation — Equity-based compensation is accounted for under the provisions of ASC Topic 718. Under ASC Topic 718, the cost
of employee services received in exchange for an award of equity instruments is generally measured based on the grant-date fair value of the award. Equity-
based awards that do not require future service are expensed immediately. Equity-based employee awards that require future service are recognized over the
relevant service period. Further, as required under ASC Topic 718, we estimate forfeitures for equity-based awards that are not expected to vest.

          Earnings Per Share — We compute Earnings Per Share in accordance with ASC Topic 260. Basic Net Income per Share is computed by dividing Net
Income by the weighted-average number of common stock
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outstanding for the period. Diluted Net Income Per Share reflects the assumed conversion of all dilutive securities. Due to the nature and timing of Separation,
the number of outstanding shares issued in the capitalization were the only shares outstanding prior to the Separation.

          Revenue Recognition— We recognize revenues from the services we provide in accordance with ASC Topic 605. ASC Topic 605 sets forth guidance
as to when revenue is realized or realizable and earned when all of the following criteria are met: 1) persuasive evidence of an arrangement exists; 2) delivery
has occurred or services have been performed; 3) the seller’s price to the buyer is fixed or determinable; and 4) collectability is reasonably assured. Generally,
the contract terms for these services are relatively short in duration, and we recognize revenues as the services are performed either on a per unit or a fixed
price basis. Specific policies for each of our reportable segments are as follows:

          Mortgage Services: We recognize the majority of the services we provide in this segment on completion of the service to our customer. Residential
property valuation, certain property inspection and property preservation services, mortgage due diligence and certain closing and title services include
specific deliverables for our customers for which we recognize revenues when we deliver the related report or complete the related service to the customer, if
collectibility is reasonably assured. We also perform services for which we recognize revenue at the time of closing of the related real estate transaction
including real estate sales, real estate closings and certain title services. For default processing services and certain property preservation services, we
recognize revenue over the period during which we perform the related services, with full recognition on completion of the related foreclosure filing or on
closing of the related real estate transaction. For component services, we charge for these services based upon the number of employees utilized as the related
services are performed. We record revenue associated with real estate sales on a net basis as we perform services as an agent without assuming the risks and
rewards of ownership of the asset and the commission earned on the sale is a fixed percentage. Reimbursable expenses of $16.1 million incurred in
conjunction with our property preservation and default processing services are included in revenues with an equal offsetting expense included in cost of
revenues. These amounts are recognized on a gross basis, principally because we have complete control over selection of vendors.

          Financial Services: We generally earn our fees for asset recovery management services as a percentage of the amount we collect on delinquent
consumer receivables on behalf of our clients and recognize revenues upon collection from the debtors. We also provide customer relationship management
services for which we earn and recognize revenues on a on a per-call, per-person or per minute basis as the related services are performed.

          Technology Products: For our REAL suite, we charge based on the number of our client’s loans processed on the system or on a per-transaction basis.
We record transactional revenues when the service is provided and other revenues monthly based on the number of loans processed, employees serviced or
products provided. Furthermore, we provide IT infrastructure services to Ocwen and charge for these services based on the number of employees that are
using the applicable systems and the number and type of licensed products used by Ocwen. We record revenue associated with implementation services upon
completion and maintenance ratably over the related service period.

          Income Taxes — Until the effective date of the Separation, our operating results were included in Ocwen’s consolidated U.S. federal and state income
tax returns and reflect the estimated income taxes we would have paid as a stand-alone taxable entity.

          We recognize deferred income tax assets and liabilities for temporary differences between the financial reporting basis and the tax basis of our assets
and liabilities and expected benefits of utilizing net operating loss and credit carryforwards. We measure deferred income tax assets and liabilities using
enacted tax rates expected to apply to taxable income in the years in which we expect to recover or settle those temporary differences. The effect on deferred
assets and liabilities of a change in tax rates is recognized in income in the period when the change is enacted. Deferred tax assets are reduced by a valuation
allowance when it is more likely than not that some portion or all the deferred tax assets will not be realized. Our obligation for current taxes through the date
of Separation has been paid by Ocwen on our behalf and settled through equity by means of net transfers to Parent.
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          Tax laws are complex and subject to different interpretations by the taxpayer and respective governmental taxing authorities. Significant judgment is
required in determining tax expense and in evaluating tax positions including evaluating uncertainties under ASC Topic 740

3. ACCOUNTING PRONOUNCEMENTS TO BE ADOPTED

          In June 2009, the FASB issued guidance on accounting for transfers of financial assets (originally issued as SFAS 166 and now referred to as ASC
Topic 860-20). ASC Topic 860-20 revises the criteria for the recognition of asset sales, particularly with respect to securitizations, and eliminates the concept
of “Qualifying Special Purpose Entities” (“QSPEs”).

          In June 2009, the FASB amended ASC Topic 810 which provides guidance for variable interest entities (“VIEs”) (issued as SFAS 167, Amendments to
FASB Interpretation No. 46(R)). The amendments will significantly affect the overall consolidation analysis, changing the approach taken by companies in
identifying which entities are VIEs and in determining which party is deemed the primary beneficiary. The guidance requires continuous assessment of an
entity’s involvement with such VIEs.

          Both ASC Topic 860-20 and ASC Topic 810 are effective for our financial statements beginning January 1, 2010. We do not expect the adoption of
either standard to impact our consolidated financial statements.

4. TRANSACTIONS WITH RELATED PARTIES

          Ocwen remains our largest customer. Following the Separation, Ocwen is contractually obligated to purchase certain Mortgage Services and
Technology Products from us under service agreements that extend for eight years from the Separation Date, subject to termination under certain provisions;
Ocwen is not restricted from redeveloping these services. We have agreed with Ocwen to settle intercompany amounts on a weekly basis beginning in 2010
based upon when either the earnings process is complete for those matters directly attributable to Ocwen or when reimbursement is available from the trusts
for those matters derived from Ocwen’s loan servicing portfolio.

          We consider certain services to be derived from Ocwen’s loan servicing portfolio rather than provided to Ocwen because such services are charged to
the mortgagee and/or the investor and are not expenses to Ocwen. Ocwen, or services derived from Ocwen’s loan servicing portfolio, as a percentage of each
of our segments revenues and as a percentage of consolidated revenues was as follows for the year ended December 31:
     
  2009
     
Mortgage Services   72%
Technology Products   44 
Financial Services   — 
Consolidated Revenues   47 

          With the exception of certain Technology Product revenues during the quarter ended March 31, 2008 and for the year ending December 31, 2007, we
record revenues we earn from Ocwen at rates we believe to be market rates as they are consistent with one or more of the following: the fees we charge to
other customers for comparable services; the rates Ocwen pays to other service providers; fees commensurate with market surveys prepared by unaffiliated
firms; and prices being charged by our competitors. These rates are materially consistent with the rates we charge Ocwen under the various long-term
servicing contracts that we entered into connection with the Separation.
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Allocation of Corporate Costs

          For periods prior to the Separation Date, these financial statements include allocations of expenses from Ocwen for corporate functions including
insurance, employee benefit plan expense and allocations for certain centralized administration costs for executive management, treasury, real estate,
accounting, auditing, tax, risk management, internal audit, human resources and benefits administration. Ocwen determined these allocations using
proportional cost allocation methods including the use of relevant operating profit, fixed assets, sales and payroll measurements. Specifically, personnel and
all associated costs, including compensation, benefits, occupancy and other costs, are allocated based on the estimated percentage of time spent by the
individual in the various departments. External costs such as audit fees, legal fees, business insurance and other are allocated based on a combination of the
sales, fixed assets and operating profits of the department whichever is most appropriate given the nature of the expense. Total corporate costs allocated to the
Company, excluding Separation costs, were $4.3 million for the period ended August 9, 2009. The charges for these functions are included primarily in
Selling, General and Administrative Expenses in the Statements of Operations. However, these amounts may not be representative of the costs necessary for
the Company to operate as a separate standalone company.

          In addition, Ocwen had allocated interest expense to us based upon our portion of assets to Ocwen’s total assets which is reflected as “Interest expense”
in the Statements of Operations.

Separation Related Expenditures

          Included in Selling, General and Administrative Expenses in the accompanying Statement of Operations, we have recognized $3.4 million of
Separation related expenses for the year ended December 31, 2009, representing primarily professional fees and other costs associated with establishing the
Company as a stand-alone entity. Prior to the second quarter of 2009, all previous costs in connection with the Separation were recognized by Ocwen.

Agreements with Ocwen

          In connection with the Separation, Altisource and Ocwen entered into a separation agreement and various ancillary agreements that complete the
Separation of our business from Ocwen. The agreements were prepared before the Separation and reflect agreements between affiliated parties. The primary
agreements are as follows:

Separation Agreement — provides for, among other things, the principal corporate transactions required to effect the Separation and certain other
agreements relating to the continuing relationship between Ocwen and us after the Separation.

Transition Services Agreement — provides to each other services in such areas as human resources, vendor management, corporate services, six sigma,
quality assurance, quantitative analytics, treasury, accounting, risk management, legal, strategic planning, compliance and other areas where we, and
Ocwen, may need transitional assistance and support following the Separation. Following the Separation, through December 31, 2009, the impact of
transition services was immaterial as the cost of services received was offset by the cost of services provided to Ocwen.

Tax Matters Agreement — sets out each party’s rights and obligations with respect to deficiencies and refunds, if any, of federal, state, local or foreign
taxes for periods before and after the Separation and related matters such as the filing of tax returns and the conduct of Internal Revenue Service and
other audits.

Employee Matters Agreement — provides for the transition of employee benefit plans and programs sponsored by Ocwen for employees.

Intellectual Property Agreement — governs the transfer of intellectual property assets specified therein to us.
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In addition, as of the Separation we entered into the following long-term servicing contracts with up to eight year terms (subject to termination rights):

Services Agreement and Technology Products Services Agreement —provides to Ocwen certain services in connection with the Ocwen business
following the Separation. The specific services to be provided under these umbrella agreements will be set forth separately on a service-by-service
basis as will economic terms. Services may be either fixed-price, in which case no yearly increase in service fee applies, or subject to annual increase in
service fee based on market conditions and inflation. These agreements provide us with a right to first opportunity to bid on additional related services
to Ocwen. Furthermore, if Ocwen receives a third party offer for the performance of such additional services it must provide us with the opportunity to
make our own offer for the same or substantially the same services, in which case Ocwen must accept our offer if such offer is equal to or better than
the third party offer. We expect that all services pursuant to these agreements will be based on market rates prevailing at the time of execution or
otherwise on arms-length terms and will be materially similar to the terms of existing arrangements between the parties. We believe the terms and
conditions of these agreements are comparable to those available from unrelated parties for a comparable arrangement.

Data Center and Disaster Recovery Agreement — we will provide to Ocwen certain data center and disaster recovery services in connection with the
Ocwen business following the Separation. We expect that all services pursuant to this agreement will be based on the fully allocated cost of providing
such service.

5. ACCOUNTS RECEIVABLE, NET

          Accounts Receivable, net consists of the following:
         
(in thousands)  December 31,
  2009  2008
Third-party Accounts Receivable  $11,638  $8,498 
Unbilled Fees   9,073   1,356 
Receivable from Ocwen   10,066   — 
Other Receivables   416   — 
  

 

   31,193   9,854 
Allowance for Doubtful Accounts   (696)   (777)
  

 

         
Total  $30,497  $9,077 
  

 

A summary of the allowance for doubtful accounts, net of recoveries, for the years ended December 31, 2009, 2008 and 2007 is as follows:
     
  (in thousands) 
Balance, January 1, 2007  $ 765 
Bad Debt Expense   1,779 
Recoveries   (1,134)
Write-offs   (451)
  

 
 

Balance, December 31, 2007   959 
Bad Debt Expense   864 
Recoveries   (449)
Write-offs   (597)
  

 
 

Balance, December 31, 2008   777 
Bad Debt Expense   338 
Recoveries   (205)
Write-offs   (214)
  

 
 

Balance, December 31, 2009  $ 696 
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          One of our customers in the Financial Services segment accounted for 16% of consolidated revenues in 2009, 26% in 2008 and 14% in 2007. In
addition, another customer accounted for 12% of our 2009 revenue contributing to both our Mortgage Services and Technology Services segments.

6. PREPAID EXPENSES AND OTHER CURRENT ASSETS

          Prepaid Expenses and Other Current Assets consist of the following:
         
(in thousands)  December 31,
  2009  2008
Prepaid Expenses  $1,471  $1,792 
Other Current Assets   1,433   1,229 
  

 

         
Total  $2,904  $3,021 
  

 

7. PREMISES AND EQUIPMENT, NET

          Premises and Equipment, net which include amounts recorded under capital leases, consists of the following:
         
(in thousands)  December 31,
  2009  2008
Computer Hardware and Software  $ 23,591  $ 86,714 
Office Equipment and Other   9,203   6,072 
Furniture and Fixtures   2,663   1,270 
Leasehold Improvements   3,441   2,047 
  

 

   38,898   96,103 
Less: Accumulated Depreciation and Amortization   (27,490)   (86,799)
  

 

Total  $ 11,408  $ 9,304 
  

 

          Depreciation and amortization expense, inclusive of capital lease obligations, amounted to $5.4 million, $7.8 million and $7.0 million for 2009, 2008
and 2007, respectively, and is included in Cost of Revenue for operating assets and in Selling, General and Administrative expense for non-operating assets in
the accompanying Statements of Operations.

8. GOODWILL AND INTANGIBLE ASSETS, NET

Goodwill

          Goodwill relates to the acquisitions of NCI and the company that developed the predecessor to our REALTrans® vendor management platform. No
impairment charges were taken during the periods presented.
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          Changes in Goodwill during the years ended December 31, 2009 and 2008 are summarized below:
             
  Technology  Financial   
(in thousands)  Products  Services  Total
Balance, January 1, 2008  $1,618  $13,179  $14,797 

Purchase Price Adjustments (a)   —   365   365 
Tax Amortizable Goodwill (b)   —   (3,622)   (3,622)

  
 

Balance, December 31, 2008   1,618   9,922   11,540 
Tax Amortizable Goodwill (b)   —   (2,216)   (2,216)

  
 

             
Balance, December 31, 2009  $1,618  $ 7,706  $ 9,324 
  

 

 

(a)  Purchase price adjustments related to the finalization of the NCI purchase accounting, which included fair valuing the assets acquired and liabilities
assumed, recording of deal related costs and deferred taxes.

 

(b)  Prior to our acquisition of NCI in 2007, NCI made an acquisition which created tax-deductible goodwill that amortizes for tax purposes over time.
When we acquired NCI in 2007, we recorded a lesser amount of goodwill for financial reporting purposes than what had previously been recorded at
NCI for tax purposes. This difference between the amount of goodwill recorded for financial reporting purposes and the amount recorded for taxes is
referred to as “Component 2” goodwill and it results in our recording periodic reductions of our book goodwill balance in our consolidated financial
statements. The reduction of book goodwill also resulted in a reduction of equity of $2.2 million in 2009 and $3.6 million in 2008. We will continue to
amortize the remaining Component 2 goodwill for U.S. tax purposes, which will result in our reducing book goodwill to zero and then reducing
intangible assets by the remaining tax benefits of the Component 2 goodwill as they are realized in our tax returns. The balance of Component 2
goodwill remaining was $19.3 million as of December 31, 2009, which should generate $12.3 million of reductions of goodwill and then intangible
assets when the benefit can be realized for U.S. tax purposes.

Intangible Assets, Net

          Intangible assets relate to our acquisition of NCI. No impairment charges were taken during the periods presented.

          Intangible Assets, net during the years ended December 31, 2009 and 2008 consist of the following:
                             
  Weighted       
  Average Estimated       
  Useful Life (Years) Gross Carrying Amount  Accumulated Amortization  Net Book Value
      2009  2008  2009  2008  2009  2008
Definite-lived Intangible

Assets                             
Trademarks   5  $ 2,800  $ 2,800  $1,447  $ 887  $ 1,353  $ 1,913 
Customer Lists   19   37,700   37,700   5,334   3,222   32,366   34,478 

      
 

Total Intangible Assets      $40,500  $40,500  $6,781  $4,109  $33,719  $36,391 
      

 

          Amortization expense for definite lived intangible assets was $2.7 million, $2.6 million and $1.6 million for the fiscal years ended December 31, 2009,
2008 and 2007, respectively. Expected annual amortization for years 2010 through 2014, is $2.7 million, $2.7 million, $2.3 million, $2.1 million and
$2.1 million, respectively.
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9. ACCOUNTS PAYABLE AND ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

          Accounts Payable and Accrued Expenses consist of the following:
         
(in thousands)  December 31,
  2009  2008
Accounts Payable  $ 1,114  $ 283 
Income Taxes Payable, Net   4,853   — 
Payable to Ocwen   2,716   — 
Accrued Expenses — General   8,373   2,518 
Accrued Salaries and Benefits   7,136   1,966 
  

 

         
Total  $24,192  $4,767 
  

 

Other Current Liabilities consist of the following:
         
(in thousands)  December 31,
  2009  2008
Mortgage Charge-Off and Deficiency Collections  $2,458  $2,313 
Deferred Revenue   989   1,505 
Facility closure cost accrual, current portion   272   — 
Other   2,220   2,395 
  

 

Total  $5,939  $6,213 
  

 

Facility Closure Costs

          During 2009, we accrued $1.6 million in facility closure costs (included in other current and other non-current liabilities in the Balance Sheet and in
Selling, General and Administrative Expenses in the Statement of Operations) primarily consisting of lease exit costs (expected to be paid through 2014) and
severance for closure of facilities in Miramar, Florida and Victoria, British Columbia, Canada. The facility closures were in connection with our efforts to
reduce overall costs and increase the utilization of remaining facilities. The following table summarizes the activity for severance and other charges, all
recorded in our Financial Services segment, for the year ended December 31, 2009:
                 
      Facility  Termination   
(in thousands)  Lease Costs  Costs  Benefits  Total
Balance, January 1, 2009  $ —  $ —  $ —  $ — 

Additions Charged to Operations   1,110   747   447   2,304 
Disposals or Transfers of Property   —   (747)   —   (747)
Payments   (194)   —   (447)   (641)

  
 

Balance, December 31, 2009   916   —   —   916 
Less: Long-term Portion   (644)   —   —   (644)

  
 

Facility Closure Cost Accrual, Current Portion  $ 272  $ —  $ —  $ 272 
  

 

          We do not expect additional significant costs related to the closure of these facilities.

10. LINE OF CREDIT AND OTHER SECURED BORROWINGS

          In July 2008, NCI entered into a revolving secured credit agreement with a financial institution that provided for borrowings of up to $10.0 million
through July 2011. All borrowings outstanding on December 31, 2008 of $1.1 million were floating rate advances with an interest rate of 2.25%. Substantially
all of NCI’s assets,
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which comprise substantially all of the assets in our Financial Services segment, were pledged as collateral for this credit agreement. On June 23, 2009, we
terminated the agreement at which time there were no borrowings outstanding on the line of credit since we repaid the balance in full in January 2009.

11. INCOME TAXES

          For periods prior to the Separation Date, we are included in Ocwen’s tax returns. Our responsibility with respect to these periods is governed by a tax
sharing agreement. In accordance with this agreement, U.S. income taxes are allocated as if they had been calculated on a separate company basis except that
benefits for any net operating losses will be provided to the extent such loss is utilized in the consolidated U.S. federal tax return. The provision for income
taxes prior to the Separation Date has been determined on a pro-forma basis as if we had filed separate income taxes under our current structure for the
periods presented.

          The income tax provision consists of the following:
                 
  For the Years Ended December 31,     
  2009  2008  2007     
Current:                 

Domestic — Luxembourg  $ 4,827  $ 4  $ 401     
Foreign — U.S. Federal   8,321   202   1,567     
Foreign — U.S. State   —   (379)   (89)     
Foreign — Non U.S.   26   736   133     

  
 

   13,174   563   2,012     
  

 

                 
Deferred:                 

Domestic — Luxembourg   (107)   —   —     
Foreign — U.S. Federal   (1,581)   (102)   (664)     
Foreign — U.S. State   (66)   1,299   136     
Foreign — Non U.S.   185   —   (1,056)     

  
 

   (1,569)   1,197   (1,584)     
  

 

Benefit Applied to Reduce Goodwill       3,622   1,136     
  

 

                 
Total  $11,605  $5,382  $ 1,564     
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          Deferred income taxes reflect the net tax effects of temporary differences that may exist between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for income tax purposes using enacted tax rates in effect for the year in which the differences are expected
to reverse. A summary of the tax effects of the temporary differences is as follows:
         
  December 31,
(in thousands)  2009  2008
         
Current Deferred Tax Assets:         

Allowance for Doubtful Accounts and Other Reserves  $ 1,074  $ 349 
Accrued Expenses   751   561 

Current Deferred Tax Liabilities:         
Prepaid Expense   (279)   (642)

  
 

         
Current Deferred Tax Asset, Net:  $ 1,546  $ 268 
  

 

         
Non-current Deferred Tax Assets:         

Non Operating Loss Carryforwards — U.S. Federal  $ 6,644  $ 6,908 
Non Operating Loss Carryforwards — U.S. State   1,623   1,964 
Depreciation   1,680   1,684 
Non-U.S. Deferred Tax Asset   692   1,056 
U.S. State Taxes       103 
Other   193   — 

Non-current Deferred Tax Liabilities:         
Intangible assets   (11,013)   (11,986)
Restricted stock   —   (474)
U.S. State Taxes   (1,068)   — 
Other   —   (63)

  
 

   (1,249)   (808)
Valuation Allowance   (1,520)   (1,862)

  
 

         
Non-current Deferred Tax Liabilities, net  $ (2,769)   (2,670)
  

 

Net Deferred Tax Liability  $ (1,223)   (2,402)
  

 

     We conduct periodic evaluations of positive and negative evidence to determine whether it is more likely than not that the deferred tax asset can be
realized in future periods. Among the factors considered in this evaluation are estimates of future taxable income, future reversals of temporary differences,
tax character and the impact of tax planning strategies that can be implemented if warranted. As a result of this evaluation, we included in the tax provision a
decrease of $0.3 million and an increase of $1.3 million to the valuation allowance for 2009 and 2008, respectively, related to certain state net operating
losses. The decrease in 2009 is related to changes in effective tax rates. The increase in 2008 relates to net operating losses that we no longer considered to be
more likely than not to be realized in future periods.

     We have not provided Luxembourg deferred taxes on cumulative earnings of non-Luxembourg affiliates as these earnings have been reinvested
indefinitely. The earnings relate to ongoing operations and at December 31, 2009, were $1.4 million.

     As of December 31, 2009, the Company had a deferred tax asset of approximately $6.6 million relating to U.S. federal net operating losses. The gross
amount of net operating losses available for carryover to future years approximates $19.0 million. These losses relate to NCI for periods prior to our
acquisition and are subject to Section 382 of the Internal Revenue Code which limits their use to approximately $1.3 million per year. These losses are
scheduled to expire between the years 2022 and 2028.

     The separation from Ocwen and relocation of certain operations to Luxembourg resulted in changes to deferred tax balances, which include amounts
charged to shareholder’s equity of approximately $1.0 million.
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The following table reconciles the Income Tax Provision to the Luxembourg income tax rate:
             
  For the Years Ended December 31,
  2009  2008  2007
 
Statutory Tax Rate   28.6%   29.6%  $ 29.6%
Differential of Tax Rates in Non-Luxembourg Jurisdictions   2.6   11.0   (0.8)
Valuation Allowances   (0.9)   9.1   1.8 
Indefinite Deferral on Earnings of Non- U.S. Affiliates   —   (12.8)   (11.7)
Indefinite Deferral on Earnings of Non- Luxembourg Affiliates   0.6   —   — 
  

 

   30.9%   36.9%   18.9%
  

 

          We adopted the provisions of ASC Topic 740 that clarifies the accounting and disclosure for uncertainty in tax positions, as defined, on January 1,
2007. We analyzed our tax filing positions in all of the domestic and foreign tax jurisdictions where we are required to file income tax returns as well as for all
open tax years in these jurisdictions. Based on this review, no reserves for uncertain income tax positions were required to have been recorded pursuant to
ASC Topic 740. In addition, we determined that we did not need to record a cumulative effect adjustment related to the adoption of ASC Topic 740.

          We recognize accrued interest and penalties related to uncertain tax positions in Selling, General and Administrative Expenses in the Statements of
Operations. As of December 31, 2009, we did not have a liability recorded for payment of interest and penalties associated with uncertain tax positions.

12. EARNINGS PER SHARE

          Basic earnings per share (“EPS”) is computed by dividing income available to common stockholders by the weighted average number of common
shares outstanding for the period. Diluted EPS reflects the assumed conversion of all dilutive securities. On August 10, 2009, the Distribution by Ocwen was
completed to the Ocwen stockholders of one share of Altisource common stock for every 3 shares of Ocwen common stock held as of August 4, 2009. In
addition, holders of Ocwen’s 3.25% Contingent Convertible Unsecured Senior Notes due 2024 received one share of Altisource common stock deemed held
on an as if converted basis. For such notes, the conversion ratio of 82.1693 shares of Ocwen common stock for every $1,000 in aggregate principal amount of
notes held on August 4, 2009 was calculated first and then we applied the distribution ratio of one share of Altisource common stock for every three shares of
Ocwen common stock on an as converted basis to determine the number of shares each note holder received. As a result on August 10, 2009, the Company
had 24,050,340 shares of common stock outstanding and this share amount is being utilized for the calculation of basic EPS for all periods presented prior to
the date of the Distribution.

          For all periods prior to the date of Distribution, the same number of shares is being used for diluted EPS as for basic EPS as no common stock of
Altisource was traded prior to August 10, 2009 and no Altisource equity awards were outstanding for the prior period.

          Basic and diluted earnings per share for the years ended December 31, 2009, 2008 and 2007 are calculated as follows:
             
  For the Years Ended December 31,
(dollars in thousands, except per share amounts)  2009  2008  2007
Net Income  $ 25,971  $ 9,219  $ 6,715 
             
Weighted-Average Common Shares Outstanding, Basic   24,061,912   24,050,340   24,050,340 
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  For the Years Ended December 31,
(dollars in thousands, except per share amounts)  2009  2008  2007

Dilutive Effect of Stock Options   195,673   —   — 
Dilutive Effect of Restricted Shares   3,066   —   — 

  
 

Weighted-Average Common Shares Outstanding, Diluted   24,260,651   24,050,340   24,050,340 
  

 

             
Earnings Per Share             

Basic  $ 1.08  $ 0.38  $ 0.28 
  

 

Diluted  $ 1.07  $ 0.38  $ 0.28 
  

 

          An average of 36,666 options that were anti-dilutive have been excluded from the computation of diluted EPS for the years ended December 31, 2009.
These options were anti-dilutive because their exercise price was greater than the average market price of our stock. Also excluded from the computation of
diluted EPS are 680,003 options granted for shares that are issuable upon the achievement of certain market and performance criteria related to our stock price
and an annualized rate of return to investors that has not been met at this point

13. STOCKHOLDERS’ EQUITY AND EQUITY-BASED COMPENSATION

Common Stock

          Our Board of Directors has the power to issue shares of authorized but unissued common stock without further shareholder action subject to the
requirements of applicable laws and stock exchanges. At December 31, 2009, we had authorized 100,000,000 shares. At December 31, 2009, we had
24,144,914 shares of common stock outstanding. The holders of shares of Altisource common stock are entitled to one vote for each share on all matters
voted on by shareholders, and the holders of such shares will possess all voting power.

Equity Incentive Plan

Prior to Separation

          Prior to the Separation, our employees participated in Ocwen’s stock incentive plans. As a result, these financial statements include an allocation of
stock compensation expense from Ocwen for the periods presented up to August 9, 2010. This allocation includes all stock compensation recorded by Ocwen
for the employees within our segments and an allocation for certain corporate employees and directors.

          At the Separation, all holders of Ocwen stock awards, including employees that remained with Ocwen, received the following:

•  a new Altisource stock award to acquire the number of shares of Altisource common stock equal to the product of (a) the number of Ocwen stock awards
held on the Separation date and (b) the distribution ratio of one share of Altisource common stock for every three shares of Ocwen common stock; and

 

•  an adjusted Ocwen award for the same number of shares of Ocwen common stock with a reduced exercise price for stock option awards. Each company
will record compensation expense for the stock awards held by its employees even though some of the awards relate to the common stock of the other
company. As a result of the Separation, we did not record any incremental compensation expense.

Post-Separation

          The Company’s 2009 Equity Incentive Plan (the “Plan”) provides for various types of equity awards, including stock options, stock appreciation rights,
stock purchase rights, restricted shares and other awards, or a combination of any of the above. Under the Plan, the Company may grant up to 6.7 million
share-based awards to officers, directors, key employees and certain Ocwen employees. As of December 31, 2009, 6.6 million share-based
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awards were available for future grant under the plan. The shares will be issued from authorized and unissued shares of our common stock. Expired and
forfeited awards are available for re-issuance. Vesting and exercise of share-based awards are generally contingent on continued employment.

Equity-Based Compensation

          We provide stock-based awards as a form of compensation for employees and officers. We have issued stock-based awards in the form of stock options
and restricted stock units. We recorded total stock compensation expense, including the allocation discussed above of $0.3 million, $0.3 million and
$0.4 million for the years ended December 31, 2009, 2008 and 2007, respectively. The compensation expense is included in Selling, General and
Administrative Expenses in the accompany Statements of Operations.

          Below is a summary of the different types of stock-based awards issued under our stock plans:

Stock Options

          Service-based Options. These options are granted at fair market value on the date of grant. The options generally vest over four or five years with equal
annual cliff-vesting and expire on the earlier of 10 years after the date of grant or 3 months after termination of service. A total of 1.4 million service-based
awards were outstanding at December 31, 2009.

          Market-based Options. These options vest in equal increments over four years commencing upon the achievement of certain performance criteria
related to our stock price and the annualized rate of return to investors. Two-thirds of the market-based options would begin to vest over three years if the
stock price realizes a compounded annual gain of at least 20% over the exercise price, so long as the stock price is at least double the exercise price. The
remaining third of the market-based options would begin to vest over three years if the stock price realizes a 25% gain, so long as it is at least triple the
exercise price.

          The fair value of the service-based options was determined using the Black-Scholes options pricing model while a lattice (binomial) model was used to
determine the fair value of the market-based options using the following assumptions as of the grant date:
         
  Black-Scholes  Binomial
Risk-free Interest Rate   2.64%   0.50 — 3.86%
Expected Stock Price Volatility   39%   38 — 46%
Expected Dividend Yield   —   — 
Expected Option Life (in years)   5   — 
Contractual Life (in years)   —   10 
Fair Value  $5.35  $4.54 and $5.33 

          The following table summarizes the weighted-average fair value of stock options granted and the total intrinsic value of stock options exercised:
     
  December 31, 2009
Weighted-Average Fair Value at Date of Grant  $ 5.14 
Intrinsic Value of Options Exercised  $344,623 
Fair Value of Options Vested  $441,213 

          Stock-based compensation expense is recorded, net of estimated forfeitures which range from 1% to 3% per year. The 2009 compensation expense
included $0.1 million relating to certain performance based options for which the performance and market-based criteria for vesting were met during 2009.
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          As of December 31, 2009, estimated unrecognized compensation costs related to share-based payments amounted to $1.7 million which we expect to
recognize over a weighted-average remaining requisite service period of approximately 2.7 years.

          The following table summarizes activity of our stock options:
                 
         Weighted     
      Weighted   Average   Aggregate  
      Average   Contractual  Intrinsic  
  Number of   Exercise   Term   Value  
  Options   Price   (in years)   (in thousands) 
Outstanding at December 31, 2008   —  $ —         
Issued at Separation   3,115,173   9.76         
Granted   146,666   14.15         
Exercised   (70,579)   12.58         
Forfeited   (621)   12.78         
  

 
             

Outstanding at December 31, 2009   3,190,639  $ 9.90   7.5  $ 35,374 
  

 

          

 

 

                 
Exercisable at December 31, 2009   1,148,949  $ 9.82   5.4  $ 12,831 
  

 

          

 

 

          The following table summarizes information about share options outstanding and exercisable at December 31, 2009:
                         
  Options Outstanding  Options Exercisable
      Weighted  Weighted      Weighted  Weighted
      Average  Average      Average  Average

Exercise      Remaining  Exercise      Remaining  Exercise
Price Range  Number  Contractual Life  Price  Number  Contractual Life  Price

$1.00 - $3.00   26,109   3.1  $ 2.23   26,109   3.1  $ 2.23 
$3.01 - $6.00   117,173   2.0   4.31   117,173   2.0   4.31 
$6.01 - $9.00   160,933   2.0   7.66   160,933   2.0   7.66 

$9.01 - $12.00(a)   2,439,736   8.3   9.62   568,972   7.8   9.80 
$12.01 - $15.00(a)   446,688   6.3   14.17   275,762   4.4   14.18 
   

 
           

 
         

   3,190,639           1,148,949         
   

 

           

 

         

 

(a)  These options contain market-based components as described above. All other options are time-based awards.
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Restricted Shares

          Activity with respect to restricted shares was as follows for the years ended December 31:
         
      Weighted
      Average
      Grant Date
  Restricted Shares  Fair Value
Outstanding at December 31, 2008   —  $ — 
Issued at Separation   3,294   18.00 
Vested   —   — 
Forfeited   (58)   13.00 
   

 
     

Outstanding at December 31, 2009   3,236  $18.00 
   

 

     

14. COMMITMENTS AND CONTINGENCIES

Litigation

          Noble Systems Corp. We have filed suit against a former equipment vendor seeking revocation of acceptance of the equipment and damages for
breaches of implied warranties and related torts. Separately, we are party to a pending arbitration brought by the vendor seeking payment of annual support
and maintenance fees for periods subsequent to when we returned the equipment to the vendor. The vendor also is requesting payment of discounts it
provided to us purportedly to be a marketing partner for the vendor. On March 2, 2010, we were notified that the arbitrator ruled in a binding opinion that we
owed $1.4 million to Noble Systems Corp, which has been accrued as of December 31, 2009, in the Financial Services segment.

          Nationwide Inflection, LLC. In the first quarter of 2009, we received a complaint from Nationwide Inflection, LLC (“Inflection”) related to the release
of escrow in connection with the June 2007 acquisition of NCI. Inflection claimed that it had not breached any representations and was entitled to recover all
sums in escrow. We responded timely claiming that we had suffered losses in excess of the escrow as a result of breach of contract. Ultimately, during the
third quarter, the parties agreed to settle all complaints which resulted in $2.3 million being released to Altisource and recognized as a gain in other income,
net in the Statement of Operations. We also received $0.4 million related to interest received on the escrow and reimbursement for expenses incurred in
connection with defending ourselves in lawsuits in existence at the time of the acquisition, with an additional $0.3 million in escrow available to cover future
legal expenses incurred in the one remaining lawsuit that was subsequently resolved.

          Altisource is subject to various other pending legal proceedings arising in the ordinary course of business. In our opinion, the resolution of the matter
above and those other proceedings will not have a material effect on our financial condition, results of operations or cash flows.

Taxation

          The Distribution was intended to be a tax-free transaction under Section 355 of the Internal Revenue Code (the “Code”). However, Ocwen recognized,
and will pay tax on, substantially all of the gain it has in the assets that comprise Altisource as a result of the restructuring. To the extent Ocwen does
recognize tax under Section 355 of the Code, Altisource has agreed to indemnify Ocwen. In addition, we have agreed to indemnify Ocwen should the
expected tax treatments not be upheld upon review or audit to the extent related to our operating results. As of December 31, 2009, the Company does not
believe it has a material obligation under this indemnity.
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Leases

          The Company leases certain premises and equipment under various capital and operating lease agreements. Future minimum lease payments at
December 31, 2009 under non-cancelable capital and operating leases with an original term exceeding one year are as follows:
         

  Capital Lease  
Operating

Lease  
(in thousands)  Obligations   Obligations 
2010  $ 562  $ 4,110 
2011   96   3,458 
2012   32   1,957 
2013   —   278 
2014   —   188 
  

 

   690  $ 9,991 
      

 

 

Less: Amounts Representing Interest   (26)     
  

 
     

Capital Lease Obligations   664     
Less: Current Portion Under Capital Lease Obligation   (536)     
  

 
     

Long-term Portion Under Capital Lease Obligation  $ 128     
  

 

     

          Total operating lease expense was $4.2 million, $3.9 million and $2.9 million for the years ended December 31, 2009, 2008, and 2007, respectively.
The operating leases generally relate to office locations, and reflect customary lease terms which range from 1 to 7 years in duration.

15. COST OF REVENUE

          Cost of Revenue principally includes: (i) payroll and employee benefits associated with personnel employed in customer service roles; (ii) fees paid to
external providers of valuation, title, due diligence and other outsourcing services, as well as printing and mailing costs for correspondence with debtors;
(iii) technology and telephone expenses, as well as depreciation and amortization of operating assets and (iv) reimbursable expenses. Costs of revenue
consists of the following:
             
  For the Years Ended December 31,
(in thousands)  2009  2008  2007
 
Compensation and Benefits  $ 51,251  $ 59,311  $44,886 
Outside Fees and Services   59,103   35,825   32,830 
Technology and Communications   16,443   19,912   19,238 
  

 

  $126,797  $115,048  $96,954 
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16. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

          Selling, General, and Administrative Expenses include payroll, employee benefits, occupancy and other costs associated with personnel employed in
executive, sales, marketing, human resources and finance roles. Selling, General, and Administrative Expenses also includes professional fees, depreciation
on non-operating assets and amortization of Intangible Assets with definite lives. Selling, General and Administrative Expenses consists of the following:
             
  For the Years Ended December 31,
(in thousands)  2009  2008  2007
Occupancy and Equipment  $ 8,456  $ 8,125  $ 7,999 
Corporate Allocations   4,096   6,208   8,864 
Professional Services   10,252   3,270   3,121 
Other   16,669   10,485   7,946 
  

 

  $39,473  $28,088  $27,930 
  

 

Other in 2009 includes $1.4 million relating to a litigation settlement (see Note 14).

17. OTHER INCOME (EXPENSE), NET

          Other Income (Expense) consists of the following:
             
  For the Years Ended December 31,
(in thousands)  2009  2008  2007
Interest Income  $ 16  $ 16  $ 6 
Interest Expense   (1,660)   (2,607)   (1,932)
Other, net   2,678   (35)   183 
  

 

  $ 1,034  $(2,626)  $(1,743)
  

 

          Through the date of Separation, Interest Expense included an interest charge from Ocwen which represented an allocation of Ocwen’s total interest
expense, calculated based on our assets in comparison to Ocwen’s total assets was $1.3 million, $2.3 million and $1.0 million for the years ending
December 31, 2009, 2008 and 2007, respectively. Subsequent to the date of Separation, we are no longer subject to the interest charge from Ocwen.

          Other, net in 2009 includes $2.3 million of income relating to a litigation settlement (see Note 14).

18. SEGMENT REPORTING

          Our business segments reflect the internal reporting that we use to evaluate operating performance and to assess the allocation of our resources by our
Chief Executive Officer.

          Our segments are based upon our organizational structure which focuses primarily on the services offered.

          We classify our businesses into three reportable segments. Mortgage Services consists of mortgage portfolio management services that span the
mortgage lifecycle. Financial Services principally consists of unsecured asset recovery and customer relationship management. Technology Products consists
of modular, comprehensive integrated technological solutions for loan servicing, vendor management and invoice presentment.
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In addition, our Corporate Items and Eliminations segment prior to the Separation Date includes eliminations of transactions between the reporting segments
as well as expenditures recognized by us related to the Separation. Subsequent to the Separation Date, in addition to the previously mentioned items, this
segment also includes costs recognized by us related to corporate support functions such as finance, legal and human resources.

          Financial information for our segments is as follows:
                     
  For the Year Ended December 31, 2009
              Corporate Items and  Consolidated
(in thousands)  Mortgage Services  Financial Services  Technology Products  Eliminations(1)  Altisource
                     
Revenue  $103,098  $64,434  $47,453  $(12,173)  $202,812 
Cost of Revenue   60,735   52,871   24,477   (11,286)   126,797 
  

 

Gross Profit   42,363   11,563   22,976   (887)   76,015 
Selling, General and Administrative

Expenses   5,625   19,267   4,731   9,850   39,473 
  

 

Income (Loss) from Operations   36,738   (7,704)   18,245   (10,737)   36,542 
Other income (expense), net   31   1,324   (319)   (2)   1,034 
  

 

Income (Loss) Before Income Taxes  $ 36,769  $ (6,380)  $17,926  $(10,739)  $ 37,576 
  

 

                     
Depreciation  $ 48  $ 2,402  $ 2,906  $ 76  $ 5,432 
  

 

Amortization of Intangibles  $ —  $ 2,672  $ —  $ —  $ 2,672 
  

 

                     
Transactions with Related Parties

Included Above:                     
Revenue  $ 74,089  $ 98  $20,710  $ —  $ 94,897 

  

 

Selling, General and Administrative
Expenses  $ 2,712  $ 467  $ 1,517  $ (388)  $ 4,308 

  

 

Interest Expense  $ 30  $ 1,029  $ 231  $ —  $ 1,290 
  

 

67



Table of Contents

ALTISOURCE PORTFOLIO SOLUTIONS S.A.
Notes to Consolidated and Combined Consolidated Financial Statements (continued)

                     
  For the Year Ended December 31, 2008
              Corporate Items and  Consolidated
(in thousands)  Mortgage Services  Financial Services  Technology Products  Eliminations(1)  Altisource
                     
Revenue  $54,956  $73,835  $45,283  $(13,711)  $160,363 
Cost of Revenue   36,392   62,590   29,777   (13,711)   115,048 
  

 

Gross Profit   18,564   11,245   15,506   —   45,315 
Selling, General and Administrative

Expenses   5,027   17,168   6,118   (225)   28,088 
  

 

Income (Loss) from Operations   13,537   (5,923)   9,388   225   17,227 
Other income (expense), net   (58)   (1,952)   (391)   (225)   (2,626)
  

 

Income (Loss) Before Income Taxes  $13,479  $ (7,875)  $ 8,997  $ —  $ 14,601 
  

 

                     
Depreciation  $ 34  $ 3,202  $ 4,600  $ —  $ 7,836 
  

 

Amortization of Intangibles  $ —  $ 2,554  $ —  $ —  $ 2,554 
  

 

                     
Transactions with Related Parties

Included Above:                     
Revenue  $41,635  $ 1,181  $35,146  $(13,711)  $ 64,251 
  

 

                     
  For the Year Ended December 31, 2007
              Corporate Items and  Consolidated
(in thousands)  Mortgage Services  Financial Services  Technology Products  Eliminations(1)  Altisource
                     
Revenue  $64,260  $41,293  $36,235  $(6,882)  $134,906 
Cost of Revenue   44,158   32,324   27,354   (6,882)   96,954 
  

 

Gross Profit   20,102   8,969   8,881   —   37,952 
Selling, General and Administrative

Expenses   7,876   14,787   6,359   (1,092)   27,930 
  

 

Income (Loss) from Operations   12,226   (5,818)   2,522   1,092   10,022 
Other income (expense), net   (90)   (1,269)   708   (1,092)   (1,743)
  

 

Income (Loss) Before Income Taxes  $12,136  $ (7,087)  $ 3,230  $ —  $ 8,279 
  

 

                     
Depreciation  $ 292  $ 980  $ 5,707  $ —  $ 6,979 
  

 

Amortization of Intangibles  $ —  $ 1,555  $ —  $ —  $ 1,555 
  

 

                     
Transactions with Related Parties

Included Above:                     
Revenue  $40,646  $ 1,044  $24,542  $(6,882)  $ 59,350 
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              Corporate Items and  Consolidated
(in thousands)  Mortgage Services  Financial Services  Technology Products  Eliminations  Altisource
                     
Total Assets:                     

December 31, 2009  $8,259  $51,579  $15,677  $45,041  $120,556 
  

 

December 31, 2008  $3,361  $59,744  $ 8,836  $ 4,734  $ 76,675 
  

 

19. QUARTERLY FINANCIAL DATA (UNAUDITED)
                 
  2009 Quarter Ended
  December 31,  September 30,  June 30,  March 31,
Revenue  $ 56,326  $ 54,064  $ 49,803  $ 42,619 
Gross Profit   21,334   20,611   19,454   14,616 
Income Before Income Taxes   8,956   12,092   10,009   6,519 
Net Income   5,873   8,644   7,015   4,439 
                 
Net Income Per Share                 

Basic  $ 0.25  $ 0.36  $ 0.29  $ 0.18 
Diluted  $ 0.24  $ 0.36  $ 0.29  $ 0.18 

Weighted Average Shares Outstanding                 
Basic   24,082,947   24,050,340   24,050,340   24,050,340 
Diluted   24,338,474   24,050,340   24,050,340   24,050,340 

                 
                 
  2008 Quarter Ended
  December 31,  September 30,  June 30,  March 31,
Revenue  $ 38,940  $ 38,007  $ 40,868  $ 42,548 
Gross Profit   12,528   9,080   10,835   12,872 
Income Before Income Taxes   5,042   1,311   3,424   4,824 
Net Income   2,343   943   2,463   3,470 
                 
Net Income Per Share                 

Basic and Diluted  $ 0.10  $ 0.04  $ 0.10  $ 0.14 
Weighted Average Shares Outstanding                 

Basic and Diluted   24,050,340   24,050,340   24,050,340   24,050,340 

20. SUBSEQUENT EVENTS

Acquisition of The Mortgage Partnership of America, L.L.C.

          In February 2010, we acquired all of the outstanding membership interests of The Mortgage Partnership of America, L.L.C. (“MPA”). MPA serves as
the manager of Best Partners Mortgage Cooperative, Inc. doing business as Lenders One Mortgage Cooperative (“Lenders One”), a national alliance of
mortgage bankers established in 2000 that today consists of more than 155 members that originated more than $75.0 billion in mortgage loans during
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2009. Altisource acquired 100% of the outstanding equity interest of MPA pursuant to a Purchase and Sale Agreement.

          Consideration for the transaction consisted of $29.0 million in cash, paid from available funds, and approximately 1.0 million shares of our common
stock. In addition, we entered into employee agreements with certain key employees of MPA who also received the majority of our shares issued in
connection with the acquisition. A portion of the consideration will be held in escrow to secure the sellers’ indemnification obligations under the Purchase
Agreement.

          In connection with the acquisition, we entered into put option agreements with certain of the sellers, whereby each seller has the right, with respect to
an aggregate of 0.5 million shares of our common stock, to put up to 25% of eligible shares each year at a price equal to $16.84 per share.

Noble Systems Corp Arbitration

          As noted in Note 14, we accrued $1.4 million as of December 31, 2009 due to the receipt of a binding arbitration order on March 2, 2010. Such amount
resolves all pending claims between us and Noble.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURES

          None.

ITEM 9A. CONTROLS AND PROCEDURES

          We maintain “disclosure controls and procedures,” as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934
(the “Exchange Act”), that are designed to ensure that information required to be disclosed by us in reports that we file or submit under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in Securities and Exchange Commission rules and forms, and that such
information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to
allow timely decisions regarding required disclosure. In designing disclosure controls and procedures, our management necessarily was required to apply its
judgment in evaluating the cost-benefit relationship of possible disclosure controls and procedures. The design of any disclosure controls and procedures also
is based in part upon certain assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its
stated goals under all potential future conditions.

          Our management, including our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure controls and
procedures pursuant to Rule 13a-15 under the Exchange Act as of the end of the period covered by this report. Based on that evaluation, our Chief Executive
Officer and Chief Financial Officer have concluded that, as of the end of the period covered by this annual report, our disclosure controls and procedures (as
defined in Rule 13a-15(e) under the Exchange Act) are effective to ensure that information we are required to disclose in reports that we file or submit under
the Exchange Act is recorded, processed, summarized and reported within the time periods specified in Securities and Exchange Commission rules and forms,
and that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as
appropriate, to allow timely decisions regarding required disclosure.

          No changes in our internal control over financial reporting (as such term is defined in Rules 13a—15(f) and 15d—15(f) under the Securities Exchange
Act) occurred during the fourth quarter of 2009, that has materially affected, or is reasonably likely to materially affect, our internal control over financial
reporting.

Management’s Report on Internal Control Over Financial Reporting

          This annual report does not include a report of management’s assessment regarding internal control over financial reporting or an attestation report of
our independent registered public accounting firm due to a transition period established by the rules of the SEC for newly public companies.

ITEM 9B. OTHER INFORMATION

          None.
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PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by this item is incorporated herein by reference to our definitive proxy statement to be filed pursuant to Regulation 14A
under the Exchange Act.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is incorporated herein by reference to our definitive proxy statement to be filed pursuant to Regulation 14A
under the Exchange Act.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS

The information required by this item is incorporated herein by reference to our definitive proxy statement to be filed pursuant to Regulation 14A
under the Exchange Act.

ITEM 13. CERTAIN RELATIONSHIPS, RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information required by this item is incorporated herein by reference to our definitive proxy statement to be filed pursuant to Regulation 14A
under the Exchange Act.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item is incorporated herein by reference to our definitive proxy statement to be filed pursuant to Regulation 14A
under the Exchange Act.
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                    PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a) The following documents are filed as part of this annual report.
 

1.  Financial Statements
 

  See Item 8 above.
 

2.  Financial Statement Schedules:
 

  Schedules for which provision is made in the applicable accounting regulations of the SEC are not required under the related instructions or are not
applicable, and therefore have been omitted.

 

3.  Exhibits:
   
Exhibit   
Number  Exhibit Description
   
2.1

 
Form of Separation Agreement between Altisource Portfolio Solutions S.A. and Ocwen Financial Corporation (incorporated by reference to
Exhibit 2.1 of the Registrant’s Form 10-12B/A — Amendment No. 1 to Form 10, as filed with the Commission on June 29, 2009)

   
3.1

 
Articles of Incorporation of Altisource Portfolio Solutions S.A. (incorporated by reference to Exhibit 2.1 of the Registrant’s Form 10-12B/A —
Amendment No. 1 to Form 10, as filed with the Commission on June 29, 2009)

   
10.1

 
Separation Agreement, dated as of August 10, 2009, by and between Altisource Portfolio Solutions S.A. and Ocwen Financial Corporation
(incorporated by reference to Exhibit 10.1 of the Registrant’s Current Report on Form 8-K, as filed with the Commission on August 13, 2009)

   
10.2

 
Form of Tax Matters Agreement between Altisource Solutions S.à r.l. and Ocwen Financial Corporation (incorporated by reference to Exhibit 10.2
of the Registrant’s Current Report on Form 8-K, as filed with the Commission on August 13, 2009)

   
10.3

 
Form of Employee Matters Agreement between Altisource Solutions S.à r.l. and Ocwen Financial Corporation (incorporated by reference to
Exhibit 10.3 of the Registrant’s Current Report on Form 8-K, as filed with the Commission on August 13, 2009)

   
10.4

 
Intellectual Property Agreement, dated as of August 10, 2009, by and between Altisource Solutions S.à r.l. and Ocwen Financial Corporation
(incorporated by reference to Exhibit 10.8 of the Registrant’s Current Report on Form 8-K, as filed with the Commission on August 13, 2009)

   
10.5

 
Form of Services Agreement between Altisource Solutions S.à r.l. and Ocwen Financial Corporation (incorporated by reference to Exhibit 10.5 of
the Registrant’s Current Report on Form 8-K, as filed with the Commission on August 13, 2009)

   
10.6

 
Form of Technology Products Services Agreement between Altisource Solutions S.à r.l. and Ocwen Financial Corporation (incorporated by
reference to Exhibit 10.6 of the Registrant’s Current Report on Form 8-K, as filed with the Commission on August 13, 2009)

   
10.7

 
Form of Data Center and Disaster Recovery Services Agreement between Altisource Solutions S.à r.l. and Ocwen Financial Corporation
(incorporated by reference to Exhibit 10.7 of the Registrant’s Current Report on Form 8-K, as filed with the Commission on August 13, 2009)
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Exhibit   
Number  Exhibit Description
   
10.8

 
Form of Altisource Portfolio Solutions S.A. 2009 Equity Incentive Plan (incorporated by reference to Exhibit 10.8 of Amendment No. 1 to the
Registration Statement on Form 10, as filed with the Commission on June 29, 2009)

   
10.9

 
Employment Agreement by and between Altisource Solutions S.à r.l. and William B. Shepro (incorporated by reference to Exhibit 10.9 of
Amendment No. 1 to the Registration Statement on Form 10, as filed with the Commission on June 29, 2009)

   
10.10

 
Employment Agreement by and between Altisource Solutions S.à r.l. and Robert D. Stiles (incorporated by reference to Exhibit 10.10 of
Amendment No. 1 to the Registration Statement on Form 10, as filed with the Commission on June 29, 2009)

   
10.11

 
Employment Agreement by and between Altisource Solutions S.à r.l. and Kevin J. Wilcox (incorporated by reference to Exhibit 10.11 of
Amendment No. 1 to the Registration Statement on Form 10, as filed with the Commission on June 29, 2009)

   
10.12*

 
Purchase and Sale Agreement, dated as of February 12, 2010, by and among Altisource Portfolio Solutions S.A., and the Equity Interest Holders
of The Mortgage Partnership of America, L.L.C. and the Management Owners

   
10.13*  Form of Put Option Agreements
   
21.1*  Subsidiaries of the Registrant.
   
23.1*  Consent of Independent Registered Public Accounting Firm (Deloitte & Touche LLP).
   
23.2*  Consent of Independent Registered Public Accounting Firm (PricewaterhouseCoopers LLP).
   
24.1  Power of Attorney (included on signature page).
   
31.1*  Section 302 Certification of the Chief Executive Officer pursuant to Exchange Act Rule 13a-14(a).
   
31.2*  Section 302 Certification of the Chief Financial Officer pursuant to Exchange Act Rule 13a-14(a).
   
32.1*

 
Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

   
32.2*

 
Certification of the 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 (certain appendices, exhibits and/or similar attachments to this agreement have been omitted pursuant to Item 601(b)(2) of Regulation S-
X. The registrant will furnish supplementally a copy of any omitted appendix, exhibit or similar attachment to the SEC upon request)
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SIGNATURES

          Pursuant to the requirements of Section 13 or 15(d) 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.

Date: March 16, 2010
     
 Altisource Portfolio Solutions S.A.

By:
 

 

 /s/ William B. Shepro   
 Name:  William B. Shepro  

 Title:  Chief Executive Officer
(Principal Executive Officer)  

 
   
 /s/ Robert D. Stiles   
 Name:  Robert D. Stiles  

 
Title:  Chief Financial Officer

(Principal Financial Officer and
Principal Accounting Officer) 

 

 

          Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities indicated as of March 16, 2010.
     
   
 /s/ William B. Shepro   
 Name:  William B. Shepro  

 Title:  Chief Executive Officer
(Principal Executive Officer)  

 
   
 /s/ Robert D. Stiles   
 Name:  Robert D. Stiles  

 
Title:  Chief Financial Officer

(Principal Financial Officer and
Principal Accounting Officer) 
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POWER OF ATTORNEY

Each person whose signature appears below, in so signing, also makes, constitutes and appoints William B. Shepro and Robert D Stiles, and each or either of
them, his true and lawful attorneys-in-fact, with full power and substitution, for him in any and all capacities, to execute and cause to be filed with the SEC
any and all amendments to the Report on Form 10-K, with exhibits thereto and other documents connected therewith and to perform any acts necessary to be
done in order to file such documents, and hereby ratifies and confirms all that said attorneys-in-fact or their substitute or substitutes may do or cause to be
done by virtue hereof.

          Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the following persons on behalf of the
registrant and in the capacities indicated as of March 16, 2010.
   

Signature  Title
   
/s/ William B. Erbey
 

William B. Erbey  
Chairman of the Board of Directors 

   
/s/ Robert L. DeNormandie
 

Robert L. DeNormandie  
Director 

   
/s/ Roland Müller-Ineichen
 

Roland Müller-Ineichen  
Director 

   
/s/ Timo Vättö
 

Timo Vättö  
Director 

   
/s/ William B. Shepro
 

William B. Shepro  
Director and Chief Executive Officer

(Principal Executive Officer)
   
/s/ Robert D. Stiles
 

Robert D. Stiles  
Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
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PURCHASE AND SALE AGREEMENT

by and among

ALTISOURCE PORTFOLIO SOLUTIONS S.A.,

and

THE EQUITY INTERESTHOLDERS OF
THE MORTGAGE PARTNERSHIP OF AMERICA, L.L.C.

IDENTIFIED HEREIN

and

THE MANAGEMENT OWNERS IDENTIFIED HEREIN

Dated as of February 12, 2010
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PURCHASE AND SALE AGREEMENT

     This Purchase and Sale Agreement (this “Agreement”) is made as of February 12, 2010, and is by and among ALTISOURCE PORTFOLIO
SOLUTIONS S.A., an entity organized under the laws of Luxembourg (the “Purchaser”); and SCOTT M. STERN REVOCABLE TRUST, a trust
established under the laws of the State of Missouri, TIMOTHY C. STERN, REVOCABLE TRUST, a trust established under the laws of the State of
Missouri, BARRY O. SANDWEISS REVOCABLE TRUST, a trust established under the laws of the State of Missouri, THE THOMAS A. STERN
REVOCABLE TRUST, a trust established under the laws of the State of Missouri, EVAN HACKEL, an individual resident of the Commonwealth of
Massachusetts, and PARAMOUNT BOND & MORTGAGE CO., INC., a corporation organized under the laws of the State of Missouri (each of the
foregoing individuals and entities are referred to herein as a “Seller”, and collectively referred to herein as the “Sellers”); and SCOTT M. STERN, an
individual resident of the State of Missouri, TIMOTHY C. STERN, an individual resident of the State of Missouri, and BARRY O. SANDWEISS, an
individual resident of the State of Missouri (each of the foregoing individuals are referred to herein as a “Management Owner” and collectively as the
“Management Owners”). The Purchaser, the Sellers, and the Management Owners are referred to in this Agreement individually as a “Party” and
collectively, as the “Parties”.

RECITALS

     In the manner described herein, the Sellers own all of the issued and outstanding limited liability company interests of the Company. The Management
Owners are beneficiaries of certain of the trusts included in the Sellers. This Agreement contemplates a transaction in which the Sellers shall sell, transfer,
assign and deliver to the Purchaser, the Sellers’ entire right, title, and interest in and to the Shares, and in connection therewith, the Sellers and the
Management Owners shall receive the consideration set forth herein.

AGREEMENT

     In consideration of the premises and the mutual promises herein made, and in consideration of the representations, warranties, and covenants herein
contained, the Parties hereto, intending to be legally bound, hereby agree as follows:

1. DEFINITIONS

     For purposes of this Agreement, the capitalized terms not otherwise defined herein shall have the meanings specified or referred to in Annex I.

2. ACQUISITION OF SHARES OF THE COMPANY

     2.1. Purchase and Sale of Shares.

          On the terms and subject to the conditions set forth in this Agreement, the Purchaser agrees to purchase from the Sellers, and the Sellers agree to sell,
transfer, convey, assign and deliver to the Purchaser, all of the Shares at the Closing for the consideration specified in Section 2.2 below, free and clear of any
Security Interest other than restrictions

 



 

pursuant to applicable securities laws, for the consideration specified in Section 2.2 below.

     2.2. Purchase Price.

          In accordance with the terms and conditions of this Agreement, (i) in consideration for the sale, transfer, conveyance, assignment, and delivery of the
Shares by the Sellers to the Purchaser, the Sellers shall be entitled to receive, in the manner described in Section 2.3 below and subject to the adjustments set
forth in Section 2.6 below, (x) at Closing, cash in the amount of Twenty Seven Million Nine Hundred Forty One Thousand Nine Hundred And Ninety
Two Dollars ($27,941,992) (such amount, the “Cash Payment”), and (y) at Closing, Nine Hundred Fifty Nine Thousand And Eighty five (959,085)
shares of common stock of the Purchaser, consisting of Four Hundred Eight Six, Two Hundred And Forty Three (486,243) shares of Unrestricted Stock,
and Four Hundred Seventy Two Thousand, Eight Hundred And Forty Two (472,842) shares of Restricted Stock (the “Stock Payment”), and (ii) in
consideration for the covenants set forth in Section 5.3 below by the Sellers and the Management Owners in favor of the Purchaser, the Sellers and the
Management Owners shall be entitled to receive, in the manner described in Section 2.3 below, cash in the amount of One Million, Fifty Eight Thousand
And Eight Dollars ($1,058,008) (the “Noncompete Payment”) (such aggregate amount of the Cash Payment, the Stock Payment, and the Noncompete
Payment, as adjusted, the “Purchase Price”).

     2.3. Payment of Purchase Price.

          The Purchase Price which is payable at Closing shall be paid as set forth on Schedule 2.3, as further calculated and in accordance with the Funds Flow
and Settlement Statement.

     2.4. Time and Place of Closing.

          The closing of the transactions contemplated by this Agreement (the “Closing”) shall be effected by facsimile or other electronic exchange of
documentation, and shall take place at the offices of Gallop, Johnson & Neuman, L.C., Interco Corporate Tower, 101 S. Hanley Road, Suite 1700, St. Louis,
Missouri 63105, or such other mutually agreed location, or in such other mutually agreed upon manner, at 9:00 a.m. on either (i) the second Business Day
which follows the receipt by the Parties of all Required Approvals, and follows the satisfaction of all other conditions precedent to the consummation of the
Contemplated Transactions, or (ii) such other date and time as the Parties may mutually agree (the “Closing Date”). The Parties agree that the Closing shall
be effective as of the Effective Time. Failure to consummate the purchase and sale provided for in this Agreement on the date and time and at the place
determined pursuant to this Section 2.4 will not result in the termination of this Agreement and will not relieve any Party of any obligation under this
Agreement.

     2.5. Deliveries at the Closing.

          At the Closing, the Sellers and the Management Owners will deliver to the Purchaser the various certificates, instruments, and documents referred to in
Section 6 below; the Purchaser will deliver to the Sellers and the Management Owners the various certificates,
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instruments, and documents referred to in Section 7 below; and the Purchaser will deliver Purchase Price payable at Closing in accordance with Section 2.3
above.

     2.6. Post-Closing Adjustment.

          (a) The Purchase Price shall be increased or decreased, on a dollar-for-dollar basis, in accordance with this Section 2.6. Any such increase or decrease
shall be referred to as a “Price Adjustment”.

          (b) No later than ninety (90) days after the Closing Date, the Purchaser shall deliver to the Seller Representative the following:

     (i) a statement setting forth the Net Working Capital of the Company as of 11:59 PM Eastern Time on January 31, 2010 (the “Closing Net Working
Capital Statement”); and

     (ii) a separate statement showing any calculations with respect to any necessary Price Adjustment (the “Final Adjustment Schedule”).

All accounting entries will be made regardless of their amount and all detected errors and omissions will be corrected regardless of their materiality.

          (c) The Seller Representative shall, within thirty (30) days following its receipt of the Closing Net Working Capital Statement and the Final Adjustment
Schedule, accept or reject the Price Adjustment submitted by Purchaser. If the Seller Representative disagrees with such calculation, it shall give written
notice to Purchaser of such disagreement and any reason therefor (the “Notice of Disagreement with Price Adjustment”) within such thirty (30) day period.
Should the Seller Representative fail to provide Purchaser with a Notice of Disagreement with Price Adjustment within such thirty (30) day period, the Sellers
shall be deemed to agree with Purchaser’s calculation. During the thirty (30) days immediately following the delivery of a Notice of Disagreement with Price
Adjustment, Purchaser and Seller Representative shall seek in good faith to resolve in writing any differences which they may have with respect to the matters
specified in such Notice of Disagreement with Price Adjustment. If such differences have not been resolved by the end of such thirty (30)-day period, the
Purchaser and the Seller Representative shall submit to the Indianapolis, Indiana office of Ernst & Young LLP (the “Arbitrator”) for review and resolution
of any and all matters which remain in dispute and which were included in any Notice of Disagreement with Price Adjustment. The Arbitrator shall act as an
arbitrator and shall issue its report as to the contents of the Closing Net Working Capital Statement, and the determination of the Price Adjustment reflected in
the Final Adjustment Schedule, within sixty (60) days after such dispute is referred to the Arbitrator. The Sellers on the one hand, and the Purchaser on the
other hand, shall bear all costs and expenses incurred by him or it in connection with such arbitration, except that the fees and expenses of the Arbitrator
hereunder shall be borne by the Sellers and the Purchaser in such proportion as the Arbitrator shall determine based on the relative merit of the position of the
Parties. This provision for arbitration shall be specifically enforceable by the Parties and the decision of the Arbitrator in accordance with the provisions
hereof shall be final and binding with respect to the matters so arbitrated and there shall be no right of appeal therefrom.
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          (d) If, based on the Final Adjustment Schedule as finally determined, (i) the Net Working Capital of the Company as of 11:59 PM Eastern Time on
January 31, 2010, is less than the Working Capital Target, the Sellers, jointly and severally, shall pay to Purchaser such deficiency in cash or other
immediately available funds no later than two (2) Business Days following the date of such final determination, or (ii) the Net Working Capital of the
Company as of 11:59 PM Eastern Time on January 31, 2010, is greater than the Working Capital Target, the Purchaser shall pay to the Sellers such excess in
cash or other immediately available funds no later than two (2) Business Days following the date of such final determination.

     2.7. Allocation of Purchase Price.

          The Purchase Price will be allocated for all purposes (including Tax and financial accounting purposes) as set forth (or in accordance with the
methodology set forth) in Exhibit B hereto (the “Purchase Price Allocation”). Unless prohibited by applicable Legal Requirements, each of the Parties
hereto will not take a position on any Tax Return, before any Governmental or Regulatory Body charged with the collection of any Tax, or in any action or
Proceeding, that is in any way inconsistent with the Purchase Price Allocation and will cooperate with each other in timely filing consistent with such
allocation with the IRS.

3. REPRESENTATIONS AND WARRANTIES OF EACH SELLER AND EACH MANAGEMENT OWNER

     Subject to the limitations contained in Section 8 herein, each Management Trust and each Management Owner, jointly and severally, and each Financial
Investor, severally and not jointly, represents and warrants to the Purchaser that the statements contained in this Section 3 are true, correct and complete as of
the Closing Date, except as specified to the contrary in the disclosure schedules prepared by the Sellers accompanying this Agreement (the “Disclosure
Schedule”). The Disclosure Schedule will be arranged in paragraphs corresponding to the lettered and numbered paragraphs contained in this Section 3, and
in accordance with Section 9.8(a) below.

     3.1. Organization and Good Standing.

          (a) The Company is a limited liability company duly organized, validly existing, and in good standing under the laws of its jurisdiction of organization,
with full limited liability company power and authority to conduct its business as it is now being conducted, and to own or use the properties and assets that it
purports to own or use in connection with the Business.

          (b) Each of the Sellers and the Management Owners has the full power and authority to perform all of his or its obligations under the Transaction
Documents. The Company is duly qualified to do business as a foreign limited liability company and is in good standing under the laws of each state or other
jurisdiction in which the conduct of the Business requires such qualification, except for those jurisdictions in which the failure to be so qualified would not
result in a material adverse effect on the Company or the Business.

     3.2. Authority; No Conflict.

          (a) This Agreement constitutes the legal, valid, and binding obligation of the Sellers and the Management Owners, enforceable against the Sellers and
the Management
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Owners in accordance with its terms. Upon the execution and delivery by the Sellers and the Management Owners of the Transaction Documents to which
they are a party, the Transaction Documents to which the Sellers and the Management Owners are a party will constitute the legal, valid, and binding
obligations of the Sellers and the Management Owners, enforceable against the Sellers and the Management Owners in accordance with their respective terms
except as enforcement may be limited by applicable bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting the rights of
creditors generally, and the availability of equitable remedies. The board of directors, board of managers, shareholders, and members of the Sellers and the
Company, who are by applicable Legal Requirements required to approve and authorize the Transaction Documents and the Contemplated Transactions, have
approved and authorized the Transaction Documents and the Contemplated Transactions, in each case without condition, limitation or restriction. The Sellers
and the Management Owners have the right, power, authority, and capacity to execute and deliver this Agreement and the Transaction Documents to which he
or it is a party and to perform his or its obligations under this Agreement and the Transaction Documents to which he or it is a party.

          (b) Neither the execution and delivery of this Agreement nor the consummation or performance of any of the Contemplated Transactions will, directly
or indirectly (with or without notice or lapse of time): (i) contravene, conflict with, or result in a violation of (A) any provision of the Organizational
Documents of the Company or any Seller who is not a natural person, or (B) any resolution or authorization adopted by the board of directors, board of
managers, trustees, shareholders or members (as the case may be) of the Company or any Seller who is not a natural person; (ii) contravene, conflict with, or
result in a violation of any of the terms or requirements of, or give any Governmental Body the right to revoke, withdraw, suspend, cancel, terminate, or
modify, any material Governmental Authorization with respect to the Company; (iii) contravene, conflict with, or result in a material violation or material
breach of any provision of, or give any Person the right to declare a default or exercise any remedy under, or to accelerate the maturity or performance of, or
to cancel, terminate, or modify, any material Contract to which the Company is a party; or (iv) except as specifically contemplated by the Transaction
Documents, result in the imposition or creation of any Security Interest upon or with respect to any of the Shares, or any asset of the Company. Other than
obtaining the Required Approvals, and except as set forth on Schedule 3.2(b), none of the Sellers, the Management Owners, or the Company are required to
obtain any Consent from, or provide any notice to, any Person in connection with the execution and delivery of this Agreement and the other Transaction
Documents or the consummation or performance of any of the Contemplated Transactions, or to permit Purchaser and the Company to carry on the Business
after Closing as it is currently conducted by the Company.

          (c) The Sellers, the Management Owners, and the Company have taken all action so that the entering into of this Agreement and the other Transaction
Documents, and except as provided above, the consummation of the Contemplated Transactions do not and will not result in the grant of any rights to any
Person under the Organizational Documents of the Company, or restrict the ability of the Purchaser to otherwise exercise the rights of the Sellers with respect
to the Shares.

     3.3. Title to Properties; Capitalization of the Company; Security Interests.
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          (a) The Sellers have, and at Closing will have, good and valid title to all of the Shares. The Shares constitute one hundred percent (100%) of the issued
and outstanding limited liability company interests of the Company.

          (b) The Shares will be transferred by the Sellers to the Purchaser at Closing, free and clear of any Security Interest except as otherwise provided in this
Agreement. After giving effect to the Closing, the Purchaser will hold one hundred percent (100%) of the issued and outstanding equity interests of the
Company, free and clear of any Security Interest except as otherwise provided in this Agreement. After giving effect to the Closing, the Company will have
good and valid title to all of its assets, free and clear of any Security Interest except as otherwise provided in this Agreement.

          (c) The authorized, issued, and outstanding equity securities of the Company (including, without limitation, Equity Rights) are owned, beneficially and
of record, by the Persons and in the amounts shown on Schedule 3.3(c). All such securities have been validly issued. No Person other than the Purchaser has
any oral or written agreement, option, warrant, right, privilege or any other right, commitment or arrangement of any character capable of becoming any of
the foregoing (whether legal, equitable, contractual or otherwise) for the purchase, subscription or issuance of the Shares or any other securities of the
Company. Except for the Operating Agreement of the Company and that certain Members Transfer Agreement dated as of September 21, 2000, there are no
shareholders’ agreements, pooling agreements, voting trusts, proxies or other similar agreements, arrangements or understandings with respect to the
ownership or voting of any of the Shares or other securities of or interests in the Company. None of the outstanding equity securities or other securities of the
Company was issued in violation of the Securities Act of 1933, as amended (and the rules and regulations promulgated thereunder) or any other Legal
Requirement, as applicable.

          (d) Except as set forth on Schedule 3.3(d), the Company does not own, and does not have any Contract to acquire, any equity securities or other
securities of any Person or any direct or indirect equity or ownership interest in any other business. Except as set forth on Schedule 3.3(d), the Company does
not have any direct or indirect subsidiaries or Affiliates. The Company does not hold an equity interest in Springhouse. Except for the Company, neither the
Sellers nor the Management Owners have any Affiliates which are engaged in the business of managing and operating a mortgage banking cooperative.
Except as set forth on Schedule 3.3(d), the Company is not, nor has it agreed to become, a partner, member, owner, proprietor or equity investor of or in any
partnership, joint venture, co-tenancy or other similar jointly-owned business undertaking. There is no agreement, option, or other right or privilege
outstanding in favor of any Person for the purchase of the assets of the Company.

          (e) Except as set forth on Schedule 3.3(e), the Company owns, or has a valid leasehold interest in, all of the tangible and intangible assets and properties
necessary or used by the Company for the operation of the Business as conducted prior to the Closing Date.

     3.4. Condition and Sufficiency of Assets; Company Records.

          (a) The equipment of the Company is structurally sound, is in good operating condition and repair, and is adequate for the uses to which it is being put,
and none of such
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equipment is in need of material maintenance or repairs except for ordinary wear and tear, routine maintenance and repairs. Except as set forth on
Schedule 3.4(a), the building, facilities, structures, improvements, equipment and other tangible personal property of the Company are sufficient for the
continued conduct of the Business immediately after the Closing in substantially the same manner as the Company presently conducts it.

          (b) The books of account and other records of the Company are substantially complete and correct in all material respects and, except as set forth on
Schedule 3.4(b), have been maintained in accordance with sound business practices, including the maintenance of an adequate system of internal controls, in
each case as applicable to a privately-held company which is similarly-situated to the Company.

          (c) A copy of the Organizational Documents of the Company has been delivered to the Purchaser by the Management Owners on or before the Closing
Date. Such Organizational Documents of the Company as so delivered constitute all of the organizational documents of the Company, are complete and
correct and are in full force and effect in all material respects.

          (d) The original or true copies of all limited liability company records of the Company have been made available to the Purchaser for review prior to
the Closing Date. Such records have been maintained in accordance with applicable Legal Requirements. All resolutions contained in such records have been
duly passed and all such meetings have been duly called and held, except where the call for such meeting was waived. The share certificate books, register of
members, register of transfer and register of managers of the Company, as applicable, are complete and accurate and applicable Taxes with respect to the
Shares have been duly paid.

          (e) The list of managers and officers on Schedule 3.4(e) hereto constitutes a complete and accurate list of all officers and managers of the Company on
the date hereof.

          (f) Schedule 3.4(f) lists each Cooperative Member as of the Closing Date.

     3.5. Taxes.

     To the Knowledge of the Management Owners:

          (a) All Tax Returns that were required to be filed (taking into account any extensions of time within which to file) by or with respect to the Company
have been duly and timely filed, and all such Tax Returns are true, correct, and complete in all material respects. All Taxes shown to be due on the foregoing
Tax Returns or that were otherwise due and payable by the Company have been timely paid in full. All Taxes that the Company was obligated to withhold
from amounts paid or owing to any employee, creditor, partner or third party have been paid over to the proper Governmental Body in a timely manner, to the
extent due and payable, and any Tax Returns with respect to such Taxes are true, correct, and complete in all material respects. No currently effective
extensions or waivers of statutes of limitation have been given by or requested with respect to the filing of any Tax Returns by or with respect to the
Company, or with respect to the assessment of any Taxes due from the Company. No deficiencies or
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adjustments for any Taxes have been proposed or assessed in writing with respect to the Company, and there is no factual or legal basis for the assessment of
any deficiency or adjustment in Taxes with respect to the Company. There is no audit, examination or other proceeding with respect to any Tax Return of the
Company in progress, and no Governmental Body has notified the Company that it intends to commence any audit, examination or other proceeding with
respect to any Tax Return of the Company. There are no matters under discussion with any Governmental Body with respect to Taxes that could result in an
additional amount of Taxes, and there is no threatened action, suit, proceeding, investigation, audit, or claim for or relating to Taxes. No Security Interests for
Taxes exist with respect to any assets or properties of the Company except for statutory liens and claims and charges for Taxes not yet due and payable. The
Company has disclosed on its Tax Returns all positions taken therein that could give rise to the accuracy-related penalties of Section 6662 or Section 6662A
of the IRC or to a similar penalty under the Legal Requirements of any other taxing jurisdiction, and have otherwise properly disclosed to the appropriate
Governmental Body all positions or transactions relating to Taxes that are required to be disclosed under the Legal Requirements of any jurisdiction to which
the Company is subject. The Company has heretofore delivered to the Purchaser in all material respects correct and complete copies of all of the federal and
state Tax Returns of the Company for the respective tax years ended December 31, 2008, and December 31, 2007, and no amendments or other changes have
been made thereto since the date of such delivery.

          (b) The Company has made adequate provision in its financial statements (utilizing the accrual method of accounting) for all unpaid Taxes of the
Company, and the charges, accruals, and reserves with respect to unpaid Taxes on the books of the Company are adequate and are at least equal to the
liabilities of the Company for unpaid Taxes. Since December 31, 2008, other than the transactions contemplated in this Agreement, the Company has not
incurred any liability for Taxes other than in the Ordinary Course.

          (c) The Company is currently and has been characterized as a partnership for United States federal income tax and state income tax purposes for all
taxable periods since its organization.

          (d) The Company has never been a member of any affiliated, combined, unitary or similar group filing a consolidated, combined, unitary or similar
federal or state income Tax Return (other than the group of which the Company is the common parent) and none of the assets of the Company could be
subject to levy for the Tax liabilities of the Company or any other person or entity (other than the Company) under Treasury Regulations §1.1502-6 (or any
similar provision of state, local or foreign Law), including as a transferee or successor, by contract, or otherwise. The Company is not a party to or bound by
any Tax indemnity, Tax sharing, or Tax allocation agreements.

          (e) No claim has ever been made by an authority in a jurisdiction where the Company does not file Tax Returns that the Company is or may be subject
to taxation by that jurisdiction, nor is there any factual or legal basis for any such claim.

          (f) Each Seller is not a “foreign person” within the meaning of Sections 1445 and 7701 of the IRC. The Company has not been a United States real
property holding corporation
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within the meaning of Section 897(c)(2) of the IRC during the applicable period specified in Section 897(c)(1)(A)(ii) of the IRC.

          (g) The Company is not required to make any adjustment under IRC Section 481(a) by reason of a change in method of accounting.

     3.6. Employee Benefits.

     To the Knowledge of the Management Owners:

          (a) Except as disclosed on Schedule 3.6(a), no other corporation, trade, business, or other entity, other than the Company, would, together with the
Company, now or in the past constitute a single employer within the meaning of Section 414 of the IRC. The Company and any other entities which now or in
the past constitute a single employer within the meaning of IRC Section 414 are hereinafter collectively referred to as the “Company Group”.

          (b) Schedule 3.6(b) contains a complete list of all the following agreements or plans which are presently in effect or which have previously been in
effect and which cover employees of any member of the Company Group (“Employees”), and indicating, with respect to each, the plans for which the
Company maintains or contributes to on behalf of its Employees:

     (i) Any employee benefit plan as defined in Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and
any trust or other funding agency created thereunder, or under which any member of the Company Group, with respect to Employees, has any
outstanding, present, or future obligation or liability, or under which any Employee or former Employee has any present or future right to benefits
which are covered by ERISA; or

     (ii) Any other pension, profit sharing, retirement, deferred compensation, stock purchase, stock option, incentive, bonus, vacation, severance,
disability, hospitalization, medical, life insurance or other employee benefit plan, program, policy, or arrangement, whether written or unwritten, formal
or informal, which any member of the Company Group maintains or to which any member of the Company Group has any outstanding, present or
future obligations to contribute to, contingent or otherwise, or to which any member of the Company Group has any liability.

The plans, programs, policies, or arrangements described in subparagraph (i) or (ii) above are hereinafter collectively referred to as the “Company Plans”.
The Company has delivered to Purchaser true and complete copies of all written plan documents and contracts evidencing the Company Plans, as they may
have been amended to the date hereof, together with the following: (1) all documents, including any insurance contracts and trust agreements, setting forth the
terms of the Company Plan, or if there are no such documents evidencing the Company Plan, a full description of the Company Plan, (2) the ERISA summary
plan description and any other summary of plan provisions provided to participants or beneficiaries for each such Company Plan, (3) all documents, including
without limitation, Forms 5500, relating to any Company Plans required to have been filed prior to the date hereof with governmental authorities for each
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of the three most recently completed plan years with respect to each Company Plan, (4) each favorable determination letter, opinion or ruling from the IRS for
each Company Plan, the assets of which are held in trust, to the effect that such trust is exempt from federal income tax, including any outstanding request for
a determination letter and (5) each opinion or ruling from the Department of Labor or the Pension Benefit Guaranty Corporation (“PBGC”) with respect to
such Company Plans; (6) attorney’s response to an auditor’s request for information for each of the three most recently completed plan years for each
Company Plan; and (7) financial statements and actuarial reports, if any for each Company Plan for the three most recently completed plan years.

          (c) Except as to those plans identified on Schedule 3.6(c) as tax-qualified Company Plans (the “Company Qualified Plans”), no member of the
Company Group maintains or previously maintained a Company Plan which meets or was intended to meet the requirements of IRC Section 401(a). Either
(i) the IRS has issued favorable determination letters to the effect that each Company Qualified Plan qualifies under IRC Section 401(a) and that any related
trust is exempt from taxation under IRC Section 501(a), and such determination letters remain in effect and have not been revoked, (ii) an application for a
favorable determination letter has been filed and is pending with the IRS for a Company Plan, or (iii) the Company is entitled to rely on a favorable opinion or
advisory letter with respect to the Company Plan pursuant to the provisions of Section 8.02 of IRS Rev. Proc. 2010-6. Copies of the most recent determination
letters and any outstanding requests for a determination letter with respect to each Company Qualified Plan have been delivered to Purchaser. Except as
disclosed on Schedule 3.6(c), no Company Qualified Plan has been amended since the issuance of each respective determination letter. The Company
Qualified Plans currently comply in form with the requirements under IRC Section 401(a), other than changes required by statutes, regulations and rulings for
which amendments are not yet required.

          (d) No issue concerning the qualification of the Company Qualified Plans is pending before or is threatened by the IRS. The Company Qualified Plans
have been administered according to their terms (except for those terms which are inconsistent with the changes required by statutes, regulations, and rulings
for which changes are not yet required to be made, in which case the Company Qualified Plans have been administered in accordance with the provisions of
those statutes, regulations and rulings) and in accordance with the requirements of IRC Section 401(a). No member of the Company Group or any fiduciary of
any Company Qualified Plan has done anything that would adversely affect the qualified status of the Company Qualified Plans or the related trusts.

          (e) Any Company Qualified Plan which is required to satisfy IRC Section 401(k)(3) and 401(m)(2) has been tested for compliance with, and has
satisfied the requirements of, IRC Sections 401(k)(3) and 401(m)(2) for each plan year ending prior to the Closing Date.

          (f) Each member of the Company Group is in compliance with the requirements prescribed by any and all statutes, orders, governmental rules and
regulations applicable to the Company Plans and all reports and disclosures relating to the Company Plans required to be filed with or furnished to any
governmental entity, participants or beneficiaries prior to the Closing Date have been or will be filed or furnished in a timely manner and in accordance with
applicable Legal Requirements.

10



 

          (g) Except as expressly identified on Schedule 3.6(g), no termination or partial termination of any Company Qualified Plan has occurred nor has a
notice of intent to terminate any Company Qualified Plan been issued by a member of the Company Group.

          (h) No member of the Company Group maintains or has maintained an “employee benefit pension plan” within the meaning of ERISA Section 3(2) that
is or was subject to Title IV of ERISA.

          (i) Except as listed in Schedule 3.6(i), any Company Plan can be terminated on or prior to the Closing Date without liability to any member of the
Company Group or the Purchaser, including without limitation, any additional contributions, penalties, premiums, fees or any other charges as a result of the
termination, except to the extent of funds set aside for such purpose or reflected as reserved for such purpose on the December 31, 2009, Financial
Statements.

          (j) Each member of the Company Group has made full and timely payment of, or has accrued pending full and timely payment, all amounts which are
required under the terms of each of the Company Plans and in accordance with applicable Legal Requirements to be paid as a contribution to each Company
Plan and no excise taxes are assessable as a result of any nondeductible or other contributions made or not made to a Company Plan. The assets of all
Company Plans which are required under applicable Legal Requirements to be held in trust are in fact held in trust, and the assets of each such Company Plan
equal or exceed the liabilities of each such plan. The liabilities of each other plan are properly and accurately reported on the financial statements and records
of the Company. The assets of each Company Plan are reported at their fair market value on the books and records of each plan.

          (k) No member of the Company Group has any past, present, or future obligation or liability to contribute to any multiemployer plan as defined in
ERISA Section 3(37).

          (l) No member of the Company Group nor any other “disqualified person” or “party in interest” (as defined in IRC Section 4975 and ERISA
Section 3(14), respectively) with respect to the Company Plans, has engaged in any “prohibited transaction” (as defined in IRC Section 4975 or ERISA
Section 406). All members of the Company Group and all “fiduciaries” (as defined in ERISA Section 3(21)) with respect to the Company Plans, including
any members of the Company Group which are fiduciaries as to a Company Plan, have complied in all respects with the requirements of ERISA Section 404.
No member of the Company Group and no party in interest or disqualified person with respect to the Company Plans has taken or omitted any action which
could lead to the imposition of an excise tax under IRC or a fine under ERISA. Except as set forth on Schedule 3.6(l), no member of the Company Group is
subject to any material liability, tax or penalty whatsoever to any person whomsoever as a result of a member of the Company Group’s engaging in a
prohibited transaction under ERISA or the IRC, and there are no circumstances which reasonably might result in any such material liability, tax or penalty as
a result or a breach of fiduciary duty under ERISA.

          (m) Each member of the Company Group has complied with the continuation coverage requirements of Section 1001 of the Consolidated Omnibus
Budget Reconciliation Act of 1985, as amended, and ERISA Sections 601 through 608. Each member of the Company
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Group has also complied with the portability, access, and renewability provisions of Section K, Chapter 100 of the IRC and Section 701 et. seq. of ERISA.

          (n) Except as disclosed on Schedule 3.6(n), no member of the Company Group has made or is obligated to make any nondeductible contributions to any
Company Plan. No member of the Company Group is obligated, contingently or otherwise, under any agreement to pay any amount which would be treated
as a “parachute payment,” as defined in IRC Section 280G(b) (determined without regard to IRC Section 280G(b)(2)(A)(ii)).

          (o) Other than routine claims for benefits, there are no actions, audits, investigations, suits or claims pending, or threatened against any Company Plan,
any trust or other funding agency created thereunder, or against any fiduciary of any Company Plan or against the assets of any Company Plan. Except as
disclosed on Schedule 3.6(o), the consummation of the transactions contemplated hereby will not accelerate or increase any liability under any Company Plan
because of an acceleration or increase of any of the rights or benefits to which Employees may be entitled thereunder.

          (p) Except as listed in Schedule 3.6(p), no member of the Company Group has any obligation to any retired or former employee or any current
employee of the Company upon retirement or termination of employment under any Company Plan. Except as listed in Schedule 3.6(p), no member of the
Company Group maintains, or has at any time established or maintained, or has at any time been obligated to make, or made, contributions to or under any
plan which provides post-retirement medical or health benefits with respect to employees of the Company.

          (q) Except as disclosed on Schedule 3.6(q), no member of the Company Group has made representations or warranties (whether written or oral, express
or implied) contractually or otherwise to any client or customer of a member of the Company Group that Employees rendering services to such client or
customer are not “leased employees” (within the meaning of Section 414(n) of the IRC) or that such Employees would not be required to participate under
any pension benefit plan (within the meaning of Section 3(2) of ERISA) (a “Pension Benefit Plan”) of such client or customer relating either to (i) providing
benefits to employees of the member of the Company Group under a Pension Benefit Plan or (ii) making contributions to or reimbursing such client or
customer for any contributions made to a Pension Benefit Plan of such client or customer on behalf of Employees.

          (r) Except as set forth on Schedule 3.6(r), the Company does not maintain any “nonqualified deferred compensation plans” within the meaning of IRC
Section 409A. Each nonqualified deferred compensation plan that is subject to IRC Section 409A complies in form and in operation with paragraphs (2),
(3) and (4) of IRC Section 409A and no amount thereunder is or may become subject to IRC Section 409A(1).

     3.7. Compliance with Legal Requirements; Governmental Authorizations.

          (a) Except as set forth in Schedule 3.7(a): (i) the Company has complied in all material respects with each Legal Requirement that is or was applicable
to it or to the conduct or operation of the Business, or the ownership or use of any of the assets of the Company; (ii) to the
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Knowledge of the Management Owners, no event has occurred or circumstance exists that (with or without notice or lapse of time) may constitute or result in
a material violation by the Company of, or a failure on the part of the Company to comply with, any material Legal Requirement in the conduct of the
operation of the Business; and (iii) the Company has not received any notice or other communication (whether oral or written) from any Governmental Body
or any other Person regarding any actual, alleged, possible, or potential violation of, or failure to comply with, any material Legal Requirement in the conduct
of the operation of the Business.

          (b) Schedule 3.7(b) contains a complete and accurate list of each material Governmental Authorization that is held by the Company. Each material
Governmental Authorization listed or required to be listed in Schedule 3.7(b) is valid and in full force and effect. Except as set forth in Schedule 3.7(b): (i) the
Company has complied in all material respects with all of the terms and requirements of each Governmental Authorization identified or required to be
identified in Schedule 3.7(b); (ii) to the Knowledge of the Management Owners, no event has occurred or circumstance exists that may (with or without
notice or lapse of time) constitute or result directly or indirectly in a material violation of or a failure to comply with any term or requirement of any
Governmental Authorization listed or required to be listed in Schedule 3.7(b); and (iii) the Company has not received any notice or other communication
(whether oral or written) from any Governmental Body regarding any actual, alleged, possible, or potential violation of or failure to comply with any term or
requirement of any material Governmental Authorization.

          (c) The Company advises the Purchaser that certain legislation has been either proposed or enacted as of the Closing Date which may affect the
operations of the Business. By way of example only, set forth on Schedule 3.7(c) is a list of examples of such proposed or enacted legislation.

     3.8. Legal Proceedings; Orders.

          (a) Except as set forth on Schedule 3.8, there is no pending Proceeding for which the Company has received service of process (or to the Knowledge of
the Management Owners, there is no pending proceeding for which the Company has not received service of process): (i) that has been commenced by or
against the Company with respect to the Business, the Company, the Shares, or the assets of the Company; or (ii) that challenges, or that may have the effect
of preventing, delaying, making illegal, or otherwise interfering with, any of the Contemplated Transactions. To the Knowledge of the Management Owners,
(A) no such Proceeding has been threatened, and (B) no event has occurred or circumstance exists that may give rise to or serve as a basis for the
commencement of any such Proceeding.

          (b) Except as set forth in Schedule 3.8: (i) there is no Order to which the Company or the Business is subject; (ii) there is no Order to which the Sellers
or the Shares is subject which in any manner would affect or limit a Seller’s or a Management Owner’s ability to consummate the Contemplated Transactions,
and (iii) to the Knowledge of the Management Owners, no employee of the Company is subject to any Order that prohibits such officer, manager, agent, or
employee from engaging in or continuing any conduct, activity, or practice relating to the Business.
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     3.9. Financial Statements.

          (a) Schedule 3.9(a) sets forth the unaudited balance sheet of the Company as of December 31, 2009, and December 31, 2008, and the related statement
of income of the Company for the fiscal year then ended, together with all related schedules and supporting information with respect thereto (collectively
referred to herein as the “Financial Statements”). The Financial Statements (i) were prepared in accordance with the books of account and other financial
records of the Company, (ii) present fairly in all material respects the financial condition and results of operations of the Company as of the dates thereof or
for the periods covered thereby, and (iii) were prepared on a basis consistent with the past practice of the Company.

          (b) The Company has no Liabilities (whether accrued, absolute, contingent, unliquidated or otherwise, whether due or to become due, whether known
or unknown, and regardless of when asserted) except for (i) Liabilities reflected and reserved against on the face (rather than in any notes thereto) of the
Financial Statements, (ii) trade accounts payable which have arisen after the December 31, 2009, Financial Statements in the Ordinary Course or as a result of
transactions contemplated in this Agreement, and (iii) Liabilities that are disclosed on Schedule 3.9(b).

          (c) Schedule 3.9(c) sets forth a complete and accurate list and description of all instruments or other documents relating to any direct or indirect
Indebtedness of the Company, as well as Indebtedness by way of lease-purchase arrangements, guarantees, undertakings on which others rely in extending
credit and all conditional sales contracts, chattel mortgages and other security arrangements with respect to personal property used or owned by the Company.
The Company has made available to the Purchaser a correct and complete copy of each of the items required to be listed on Schedule 3.9(c). After giving
effect to the Closing, the Company will not have any Indebtedness.

     3.10. Absence of Certain Changes and Events.

          (a) Since January 1, 2009, there has not been any material adverse change in the operations, properties, assets, or condition of the Company.

          (b) Since January 1, 2009, except as set forth in Schedule 3.10, there has not been any: (i) payments by the Company other than those accrued and
accounted for in the 2009 Financial Statements or other than in the Ordinary Course; (ii) increases in compensation by the Company of any bonuses, salaries,
or other compensation to any employee, except in the Ordinary Course; (iii) or entry into any employment, severance, or similar Contract with any employee
of the Company, (iv) adoption of, or increase in the payments to or benefits under, any profit sharing, bonus, deferred compensation, savings, insurance,
pension, retirement, or other employee benefit plan for or with any employees of the Company; (v) damage to or destruction or loss of any asset or property
of the Company, whether or not covered by insurance, adversely affecting the assets, business, financial condition, or prospects of the Company or the
Business; (vi) entry into, termination of, or receipt of notice of termination of any material agreement with respect to operation of the Company or the
Business; (vii) sale, lease, or other disposition of any material amount of assets of the Company; (viii) cancellation or waiver of any material claims or
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rights with respect to the Company or the Business; (ix) change in the authorized or issued equity securities of the Company; grant of any option or right to
purchase equity securities of the Company; issuance of any security convertible into such equity securities; grant of any registration rights; purchase,
redemption, retirement, or other acquisition by the Company of any equity securities; or declaration or payment of any dividend or other distribution or
payment in respect of the equity securities of the Company; (x) amendment to the Organizational Documents of the Company; (xi) commitment by the
Company to expend material funds, except for such commitments arising in the Ordinary Course; (xii) change in the accounting methods used by the
Company; or (xiii) agreement, whether oral or written, by the Company or the Sellers to do any of the foregoing.

     3.11. Contracts; No Defaults.

          (a) Schedule 3.11(a) contains a complete and accurate list, and except for those Contracts set forth on Schedule 3.11(a) which will be provided by the
Management Owners to the Purchaser within five (5) Business Days following the Closing, the Company has delivered to the Purchaser true and complete
copies, of: (i) each Contract that involves performance of services or delivery of goods or materials by the Company of an amount or value in excess of Ten
Thousand Dollars ($10,000.00) or having a noncancellable term of more than 60 days; (ii) each Contract that involves performance of services or delivery of
goods or materials to the Company of an amount or value in excess of Ten Thousand Dollars ($10,000.00) or having a noncancellable term of more than
60 days; (iii) each Contract between the Company and Springhouse; (iv) each Contract between the Company and any cooperative (including, without
limitation, the Cooperative); (v) each Contract between the Company and any vendor of any cooperative (including, without limitation, the Cooperative);
(vi) each Contract to which the Company is a party which is a preferred investor agreement; (vii) each Contract pursuant to which the Company licenses other
persons to use any of the assets of the Company or has agreed to support, maintain, upgrade, enhance, modify, or consult with respect to any such assets;
(viii) each Contract pursuant to which other persons license the Company to use the Licensed Software; (ix) each Contract that was not entered into in the
Ordinary Course; (x) each license, lease, installment and conditional sale agreement, and other Contract affecting the ownership of, leasing of, title to, use of,
or any leasehold or other interest in, any of the assets of the Company; (xi) each joint venture, partnership, and other Contract (however named) involving a
sharing of profits, losses, costs, or liabilities by the Company with any other Person; (xii) each Contract containing covenants that in any way purport to
materially restrict the business activity of the Company, or limit the freedom of the Company to engage in any line of business or to compete with any Person;
(xiii) each power of attorney of the Company that is currently effective and outstanding; (xiv) each Contract of the Company for capital expenditures;
(xv) each material written warranty, guaranty, and or other similar undertaking with respect to the Company, its assets, or the Business; and (xvi) each
Contract of the Company containing exclusivity (or similar) provisions.

          (b) Except as set forth in Schedule 3.11(b): (i) the Company has complied with all material terms and requirements of its Contracts; (ii) no event has
occurred or circumstance exists that (with or without notice or lapse of time) may contravene, conflict with, or result in a violation or breach of, or give the
Company or other Person the right to declare a default or exercise any remedy under, or to accelerate the maturity or performance of, or to cancel,
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terminate, or modify, the Contracts of the Company; (iii) the Company has not given to or received from any other Person any notice or other communication
(whether oral or written) regarding any actual, alleged, possible, or potential material violation or breach of, or default under, the Contracts of the Company;
(iv) each Contract of the Company is legal, valid, binding, enforceable, and in full force and effect; (v) the Company has not, and to the Knowledge of the
Management Owners, no party to any Contract of the Company has, repudiated any material provision thereof; and (vi) to the Knowledge of the Management
Owners, there are no material disputes, oral agreements, or forbearance programs in effect as to any Contract of the Company.

          (c) To the Knowledge of the Management Owners, except as set forth in Schedule 3.11(c), there are no material renegotiations of, attempts to
renegotiate, or outstanding rights to renegotiate any material amounts paid or payable to the Company under the Contracts of the Company, with any Person
and to the Knowledge of the Management Owners, no such Person has made written demand for such renegotiation.

          (d) Schedule 3.11(d) clarifies certain pricing terms of that certain Management Agreement dated December 21, 2000, as amended, between the
Company and the Cooperative.

     3.12. Insurance.

          The Company has delivered to the Purchaser a complete summary of all policies of insurance to which the Company currently is a party or under which
the Company is currently covered. Schedule 3.12 lists all insurance policies to which the Company is currently a party or under which the Company is
currently covered. Neither the Company nor the Sellers have received (x) any refusal of coverage notice or any notice that a defense will be afforded with
reservation of rights, or (y) any notice of cancellation or any other notification that any insurance policy is no longer in full force or effect or will not be
renewed or that the issuer of any policy is not willing or able to perform its obligations thereunder.

     3.13. Facilities.

          (a) The Company does not own any real property.

          (b) Schedule 3.13(b) describes the Facilities leased by the Company from third parties. The Company does not lease any real property except the
Facilities set forth on Schedule 3.13(b). To the Knowledge of the Management Owners, no notice has been provided to the Company that the current uses of
the Facilities fail to comply with applicable Legal Requirements in any material respect. To the Knowledge of the Management Owners, with respect to the
Facilities: (i) each Facility has received all approvals of Governmental Bodies (including licenses and permits) required in connection with the operation
thereof and has been operated and maintained in all material respects in accordance with applicable Legal Requirements; (ii) there are no material
management, maintenance, service, and operating contracts or agreements affecting any Facility or any portion hereof which shall survive Closing for which
the Company shall have any material obligation; (iii) there are no use and occupancy restrictions, rights of way, exceptions, reservations, or limitations
affecting any Facility other than those imposed by any local zoning ordinances and building codes; and (iv) there are no assessments made against any portion
of the real property in respect to the Facilities by any
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Governmental Body which are unpaid (except ad valorem Taxes for the current year and current utility charges), whether or not they have become Security
Interests, and whether or not they are due in installments.

     3.14. Employees.

          (a) Schedule 3.14(a) contains a list of the following information for each full-time, part-time or temporary employee or manager of the Company,
including each employee on leave of absence or layoff status: name; job title; current employment status and current compensation. Schedule 3.14(a) also
contains a list of all Contracts of employment to which the Company is a party, except for Contracts which can be terminated without liability upon not more
than thirty (30) days notice.

          (b) To the Knowledge of the Management Owners, no employee of the Company is a party to, or is otherwise bound by, any agreement or arrangement,
including any confidentiality, noncompetition, or proprietary rights agreement, between such employee and any other Person that in any way adversely affects
or will affect (i) the performance of such employee’s duties as an employee, or (ii) the ability to conduct the Business. To the Knowledge of the Management
Owners, except as set forth on Schedule 3.14(b), no key employee of the Company intends to terminate such employee’s employment.

     3.15. Labor Relations; Compliance.

          (a) The Company is not a party to any collective bargaining or other labor contract, including any obligation under any agreement regarding rates of
pay or working conditions of any employees of the Company. There has not been, there is not presently pending or existing, and to the Knowledge of the
Management Owners, there is not threatened with respect to the Company or the Business, (i) any strike, slowdown, picketing, work stoppage, or employee
grievance process, (ii) any pending proceeding against or affecting the Company relating to the alleged violation of any Legal Requirement pertaining to labor
relations or employment matters, including any charge or complaint filed by an employee or union with the National Labor Relations Board, the Equal
Employment Opportunity Commission, or any comparable Governmental Body, organizational activity, or other labor or employment dispute against or
affecting the Company, or (iii) any application for certification of a collective bargaining agent. To the Knowledge of the Management Owners, no event has
occurred or circumstance exists that could provide the basis for any work stoppage or other labor dispute. There is no lockout of any employees by the
Company, and no such action is contemplated. The Company has complied with all material Legal Requirements relating to employment, equal employment
opportunity, nondiscrimination, immigration, wages, hours, benefits, collective bargaining, the payment of social security and similar Taxes, occupational
safety and health, and plant closing.

          (b) Schedule 3.15 contains a complete list of existing or threatened employment-related lawsuits and/or governmental administrative proceedings to
which the Company is currently a party.

     3.16. Intellectual Property.
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          (a) Schedule 3.16(a)(i) sets forth a list of all Contracts relating to the Intellectual Property Assets. There are no outstanding and, to the Knowledge of
the Management Owners, no threatened, disputes or disagreements with respect to any such Contract relating to the Intellectual Property Assets. The
Intellectual Property Assets owned or licensed by the Company are all those necessary for the operation of the Business as currently conducted. Except as set
forth on Schedule 3.16(a)(ii), the Company does not have or use any Patents, Marks, Copyrights, or Domain Names. Except for the Licensed Software or as
set forth on Schedule 3.16(a)(iii), the Company does not use any patents, trademarks, service marks, trade secrets or copyrights of any Person (other than the
Company) with respect to the Business.

          (b) The Company has used reasonable commercial efforts to protect the secrecy, confidentiality, and value of its Trade Secrets. To the Knowledge of the
Management Owners, the Company has good title and an absolute right to use the Trade Secrets. To the Knowledge of the Management Owners, the Trade
Secrets are not part of the public knowledge or literature (unless disclosed in a patent), and have not been used, divulged, or appropriated either for the benefit
of any Person (other than the Company) or to the detriment of the Company. To the Knowledge of the Management Owners, no Trade Secret is subject to any
adverse claim or has been challenged or threatened in any material way. To the Knowledge of the Management Owners, the Company has not given any
Person the right to use or disclose any Trade Secret at any time in the future.

          (c) The Company has all of the right, title, and interest in and to the source code and the object code in respect to the Owned Software. The Licensed
Software and the Owned Software constitute all of the computer programs necessary to conduct the Business as currently conducted. Except as specified in
Schedule 3.16(c): (A) no agreement, license or other arrangement pertaining to any of the Licensed Software to which the Company is a party will terminate
or become terminable by any party thereto as a result of the execution, delivery or performance of this Agreement or the consummation of the Contemplated
Transactions; and (B) all licenses covering Licensed Software are of perpetual duration (subject to provisions allowing the Company to terminate and
provisions allowing the respective licensors to terminate in the event of a breach by the Company).

          (d) The current use by the Company of any Intellectual Property Assets in the Business does not (i) infringe on any patent, trademark, service mark,
copyright or other right of any other Person, (ii) constitute a misuse or misappropriation of any trade secret, know-how, process, proprietary information or
other right of any other Person or a violation of any relevant agreement governing the license of the Licensed Software to the Company, or (iii) except in the
case of fees and royalties paid to the licensors of Licensed Software set forth on Schedule 3.16(c), entitle any other Person to any interest therein, or right to
compensation from the Company or any of their successors or assigns, by reason thereof. The Company has not received any complaint, assertion, threat or
allegation or otherwise have notice of any lawsuit, claim, demand, proceeding or investigation involving matters of the type contemplated by the immediately
preceding sentence.

     3.17. Relationships with Related Persons.

          Except as set forth on Schedule 3.17, no Related Person of any Seller or any
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Management Owner has or has had, any interest in any property (whether real, personal, or mixed and whether tangible or intangible) used in or pertaining to
the Company or the Business. Except as set forth on Schedule 3.17, no Related Person of any Seller or any Management Owner owns or has owned (of record
or as a beneficial owner) an equity interest or any other financial or profit interest in, a Person that has had business dealings or a material financial interest in
any transaction with the Company or the Business.

     3.18. Brokers or Finders.

          Except for the fees and expenses payable to Milestone Advisors, LLC, which shall be paid by the Sellers, neither the Company nor the Sellers have
incurred any obligation or Liability, contingent or otherwise, for brokerage or finders’ fees or agents’ commissions or other similar payment in connection
with this Agreement or the Contemplated Transactions.

     3.19. Sophistication of Investors; Access to Information.

          (a) Each Seller receiving the Stock Payment has had an opportunity to review all documents and information provided by the Purchaser that such Seller
has requested and considers material to his or its decision to enter into this Agreement and to ask questions of the Purchaser or persons acting on the
Purchaser’s behalf, concerning the Purchaser, and all such questions, if any, have been answered to the full satisfaction of such Seller. Each Seller receiving
the Stock Payment has made his or its own independent examination, investigation, analysis and evaluation of common stock of the Purchaser included in the
Stock Payment, including his or its own estimate of the value of such common stock and has undertaken such due diligence as it deems adequate, including
that described above.

          (b) Each Seller receiving the Stock Payment is an “accredited investor”, as defined by Regulation D promulgated under the Securities Act of 1933, as
amended, and is a sophisticated investor with such knowledge and experience in financial and business matters and investments in restricted securities that
such Seller is capable of evaluating the merits and risks of acquiring the shares of common stock of the Purchaser to be issued to such Sellers in payment for
the Shares.

          (c) Each Seller receiving the Stock Payment understands that the shares of common stock of the Purchaser included in the Stock Payment (i) have not
been registered under the Securities Act of 1933, as amended, or any state securities laws, and are being offered and sold in reliance upon United States
federal and state exemptions for transactions not involving any public offering, and (ii) will bear appropriate legends with respect to transferability and
registration requirements.

          (d) Each Seller receiving the Stock Payment (i) is aware that acquiring shares of common stock of the Purchaser included in the Stock Payment is a
speculative investment and that there is no guarantee that such Seller will realize any gain from his or its investment, (ii) is, subject to the fact that certain of
the Shares are subject to a right to put shares to the Purchaser under the Put Option Agreement, able to bear the economic risk of this investment, (iii) is able
to hold the shares of common stock of the Purchaser included in the Stock Payment indefinitely, (iv) has consulted with his or its own attorney, accountant or
investment adviser with respect to
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the suitability of such investment, and (v) acknowledges that he or it is acquiring the shares of common stock of the Purchaser included in the Stock Payment
for investment purposes and not with a view to, or intention to effect, the distribution thereof in violation of the Securities Act of 1933, as amended, or any
state securities laws.

4. REPRESENTATIONS AND WARRANTIES OF THE PURCHASER

     The Purchaser represents and warrants to the Sellers and the Management Owners that the statements contained in this Section 4 are true, correct and
complete as of the Closing Date, as follows:

     4.1. Organization and Good Standing.

          The Purchaser is an entity duly organized, validly existing, and in good standing under the laws of its jurisdiction of organization. The Purchaser has
the authority to own all of its properties and assets and to conduct its business.

     4.2. Authority; No Conflict.

          (a) This Agreement and the other Transaction Documents to which the Purchaser is a party constitute the legal, valid, and binding obligation of the
Purchaser, enforceable against the Purchaser in accordance with its terms. The Purchaser has the right, power, and authority to execute and deliver this
Agreement and the other Transaction Documents to which it is a party, and to perform its obligations under such Transaction Documents including, but not
limited to, the issuance of the Stock Payment and respective rights in favor of certain Sellers pursuant to the Rights Agreement and the Put Option
Agreement.

          (b) Neither the execution and delivery of the Transaction Documents by the Purchaser, nor the consummation or performance of any of the
Contemplated Transactions by the Purchaser, will give any Person the right to prevent, delay, or otherwise interfere with any of the Contemplated
Transactions pursuant to: (i) any provision of the Organizational Documents of the Purchaser; (ii) any resolution adopted by the board of directors or the
shareholders of the Purchaser; or (iii) any Legal Requirement or Order to which the Purchaser may be subject. Neither the execution and delivery of the
Transaction Documents by the Purchaser, nor the consummation or performance of any of the Contemplated Transactions by the Purchaser, will result in the
imposition or creation of any Security Interest upon or with respect to any Purchaser shares included in the Stock Payment or any other portion of the
Purchase Price other than as specifically contemplated by this Agreement. The approval of its board of directors has been obtained by the Purchaser and no
further Consent is required to be obtained by the Purchaser from any Person in connection with the execution and delivery of this Agreement or the
consummation or performance of any of the Contemplated Transactions.

     4.3. Certain Proceedings.

          There is no pending Proceeding that has been commenced against the Purchaser that challenges, or may have the effect of preventing, delaying, making
illegal, or otherwise interfering with, any of the Contemplated Transactions. To the Knowledge of the Purchaser, no such Proceeding has been threatened.
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     4.4. Brokers or Finders.

          Neither the Purchaser, nor its directors, officers and agents, have incurred any obligation or liability, contingent or otherwise, for brokerage or finders’
fees or agents’ commissions or other similar payment in connection with this Agreement.

     4.5. SEC Reports.

          The Purchaser has filed with the SEC all forms, reports, schedules, definitive proxy statements and other documents (collectively, the “Purchaser SEC
Reports”) required to be filed by the Purchaser with the SEC. The Purchaser SEC Reports have been compiled in all material respects in accordance with the
requirements of the SEC.

     4.6. Governmental Consents.

          The Purchaser is not required to submit any notice, report or other filing with any Governmental Body in connection with the execution, delivery or
performance by it of this Agreement or the consummation of the transactions contemplated hereby. No consent, approval or authorization of any
Governmental Body or any other Person is required to be obtained by the Purchaser in connection with its execution, delivery and performance of this
Agreement or the consummation of the transactions contemplated hereby.

     4.7. Litigation.

          There are no actions, suits or proceedings pending or, to the Knowledge of the Purchaser, overtly threatened against or affecting the Purchaser at law or
in equity, or before or by any federal, state, municipal or other governmental department, commission, board, bureau, agency or instrumentality, domestic or
foreign, which would adversely affect the Purchaser’s performance under this Agreement or the consummation of the transactions contemplated hereby.

5. POST-CLOSING COVENANTS

     5.1. Litigation Support.

          Following the Closing, in the event and for so long as any Party actively is contesting or defending against any action, suit, proceeding, hearing,
investigation, charge, complaint, claim or demand in connection with: (i) any transaction contemplated under this Agreement; or (ii) as it relates to the
Company, any fact, situation, circumstance, status, condition, activity, practice, plan, occurrence, event, incident, action, failure to act, or transaction on or
prior to the Closing Date involving any Party, each of the other Parties will reasonably cooperate with the contesting or defending Party and his or its counsel
in the contest or defense, make available at reasonable times its personnel, and provide such testimony and access to its books and records at reasonable times
as shall be necessary in connection with the contest or defense, all at the sole cost and expense of the contesting or defending Party (unless the contesting or
defending Party is entitled to indemnification therefor under Section 8 below).

     5.2. Tax Matters.
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          (a) General. For the sole purpose of appropriately apportioning any Taxes relating to a Tax year or Tax period that begins before and ends after the
Effective Time (a “Straddle Period”), such apportionment shall be made assuming the Company had a taxable year that ended immediately prior to the
Effective Time. For federal and applicable state income tax purposes, the Company shall treat the sale of the Company Interests as a termination of the
partnership and file a final U.S. Return of Partnership Income (as well as any applicable state income tax returns) for the taxable period ending on the Closing
Date, which return shall include the IRS Form 8038, Return of a Sale or Exchange of Certain Partnership Interests, and such other forms or information as
may be required by the provisions of Section 751 and 6050K of the IRC and the Treasury Regulations thereunder. In the case of property Taxes and other
Taxes that apply ratably to a taxable period, the amount of Taxes allocable to the portion of the Straddle Period ending at the Effective Time shall equal the
Tax for the period multiplied by a fraction, the numerator of which shall be the number of days in the period up to and including the Effective Time, and the
denominator of which shall be the total number of days in the period. All other Taxes for any Tax Return that involves a Straddle Period shall be based upon
the actual events and transactions that occur within such Straddle Period.

          (b) Tax Indemnification.

     (i) The Sellers shall be responsible for and pay and shall indemnify and hold harmless the Purchaser from and against all Taxes of the Company for
any Tax year or Tax period ending immediately prior to or before the Effective Time, and, in the case of a Straddle Period, to the extent apportioned to
the period that ends immediately prior to the Effective Time in accordance with paragraph (a) of this section, except to the extent that Taxes have been
accrued as a liability that has been included in the computation of Net Working Capital of the Company as of the Effective Time.

     (ii) The Purchaser shall be responsible for and shall indemnify and hold harmless the Sellers against all Taxes of the Company for all Tax years or
Tax periods beginning and ending after the Effective Time or, with respect to a Straddle Period, to the extent apportioned to the period beginning at and
ending after the Effective Time in accordance with paragraph (a) of this section.

          (c) Tax Contests.

     (i) For periods following the Effective Time, the Purchaser on the one hand, and the Sellers on the other hand (as the case may be) who receives
notice of a Tax proceeding shall promptly notify the other Party in writing of any proposed assessment or the commencement of any tax contest or any
demand or claim on the Purchaser, its Affiliates, or the Company that, if determined adversely to the taxpayer or after the lapse of time, could be
grounds for an indemnification claim by a Party against another Party under paragraph (b) of this section (a “Tax Contest”). Such notice shall contain
factual information (to the extent known to the Purchaser and the Sellers, its Affiliates or the Company) describing the asserted Tax liability in
reasonable detail and shall include copies of any notice or other document received from any taxing authority in respect of
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any such asserted Tax liability.

     (ii) In the case of a Tax Contest that relates to taxable periods ending before or immediately prior to the Effective Time, the Sellers shall have the
sole right, at their expense, to control the conduct of such Tax Contest; provided, however, that the Seller Representative shall seek Purchaser’s prior
written consent of any settlement or compromise of such Tax Contest (which consent shall not be unreasonably withheld or delayed) of any resolution
of the Tax Contest if such resolution materially adversely affects the computation of any item of income, expense, deduction, taxable income, credit or
Tax liability for any period ending after the Effective Time.

     (iii) With respect to Straddle Periods, the Sellers may elect to direct and control any Tax Contest to the extent it involves any asserted Tax liability
with respect to which indemnity may be sought from the Sellers pursuant to paragraph (b) of this section. The Purchaser shall direct and control any
other such Tax Contest or portion thereof. If the Sellers elect to direct a Tax Contest, the Sellers shall within ten (10) calendar days of receipt of the
notice of asserted Tax liability notify the Purchaser of their intent to do so, and the Purchaser shall cooperate and shall cause the Company to fully
cooperate, at the Sellers’ expense, in each phase of such Tax Contest. If the Seller Representative elects to direct and control a Tax Contest with respect
to a Straddle Period, the Sellers may not settle or compromise any asserted Tax liability that adversely affects the computation of any material item of
income, expense, deduction, taxable income, credit, or Tax liability for any taxable period after the Closing Date without the prior written consent of
the Purchaser, which consent shall not be unreasonably withheld or delayed. If the Sellers elect not to direct the Tax Contest, the Purchaser or the
Company may assume control of such Tax Contest (at the Purchaser’s own expense). However, in such case, neither the Purchaser nor the Company
may settle or compromise any asserted Tax liability for which indemnification is to be sought under this paragraph (c) of this section or which would
give rise to any other claim of indemnification without prior written consent of the Seller Representative; provided, however, that consent to settlement
or compromise shall not be unreasonably withheld or delayed.

     (iv) The Purchaser and the Sellers agree to cooperate, and the Purchaser agrees to cause the Company to cooperate, in the defense against or
compromise of any claim in any Tax Contest.

          (d) Tax Returns.

     (i) Purchaser, at its sole cost and expense, shall prepare, or cause to be prepared, on a basis consistent with past tax accounting practices all Tax
Returns of the Company for all Tax periods ending on or prior to the Effective Time, and shall provide, or cause to be provided, to the Seller
Representative a substantially final draft of each such Tax Return at least thirty (30) calendar days prior to the due date, giving effect to extensions
thereto, for filing such Tax Return, for
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review and filing by the Purchaser. The Seller Representative shall notify Purchaser within ten (10) calendar days of the receipt of such draft Tax
Return of any reasonable objections the Seller Representative may have to any items set forth in such draft Tax Return, and the Seller Representative
and the Purchaser agree to consult and resolve in good faith any such objection and to mutually consent to the filing of such Tax Return. The Purchaser
shall timely file, or cause to be timely filed, all such Tax Returns, and timely pay, or cause to be paid, when due, all Taxes shown due on such returns.
One Business Day prior to the date on which such Tax Returns are filed, the Sellers shall pay the amount of Taxes shown due on such returns, but
reduced by any Taxes that have been accrued as a liability that has been included in the computation of Net Working Capital of the Company as of the
Effective Time, to the Purchaser or a Person designated by the Purchaser.

     (ii) The Purchaser shall timely prepare and file, or cause to be timely prepared on a basis consistent with past tax accounting practices (as it pertains
to Straddle Periods) and filed, all Tax Returns of the Company for all Tax periods ending after the Effective Time (including Straddle Periods), and
timely pay, or cause to be paid, when due, all Taxes shown due on such returns. The Purchaser shall provide, or cause to be provided, to the Seller
Representative a substantially final draft of each such Tax Return, but only such Tax Returns that include a Straddle Period, with respect to which the
Sellers may be responsible for the payment of any Tax at least 30 calendar days prior to the due date, giving effect to extensions thereto, for filing such
Tax Return, for review by the Seller Representative. The Seller Representative shall notify the Purchaser within ten (10) calendar days of receipt of
such Tax Return of any reasonable objections the Seller Representative may have to any items set forth in such draft Tax Return, and the Purchaser and
the Seller Representative agree to consult and resolve in good faith any such objection and to mutually consent to the filing of such Tax Return. One
Business Day prior to the date on which such Tax Returns are filed, the Sellers shall pay to the Purchaser the amount of Taxes for which the Sellers are
responsible under paragraph (b) of this section, but reduced by any Taxes that have been accrued as a liability that has been included in the computation
of Net Working Capital of the Company as of the Effective Time.

     (iii) Neither the Purchaser nor the Company nor any of the subsidiaries of the Company shall file any amended Tax Return for any period that ends
on or before the Closing Date without the prior written consent of the Sellers (not to be unreasonably withheld or delayed), except as required under
applicable Legal Requirements and after the receipt by Sellers Representative of a copy of such Tax Return at least 30 days in advance of such filing.

          (e) Refunds. Any refunds, rebates, credits or overpayments of Taxes of the Company or any of the subsidiaries of the Company for any taxable period
ending on or before the Effective Time shall be for the account of the Sellers. Any refunds, rebates, credits or overpayments of the Company or any
subsidiaries of the Company for any taxable period beginning after the Effective Time shall be for the account of the Purchaser. Any refunds,
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rebates, credits or overpayments of Taxes of the Company or any of their subsidiaries for a Straddle Period shall be equitably apportioned between the Sellers
and the Purchaser applying the rules and regulations of the Governmental Body applicable to such Tax Return.

          (f) Cooperation. After the Closing, the Purchaser and the Sellers shall promptly make available or cause to be made available to the other, as reasonably
requested, and to any taxing authority, all information, records or documents relating to Tax liabilities and potential Tax liabilities relating to the Company for
all periods prior to or including the Closing Date and shall not destroy any such information, records and documents without the permission of the Purchaser.
Sellers shall prepare and provide to the Purchaser any Tax information packages reasonably requested by Purchaser for the Purchaser’s use in preparing the
Company’s Tax Returns, or alternatively, will provide reasonable access to the books and records containing such information. Such Tax information
packages shall be completed by the Sellers and provided to Purchaser, or such reasonable access shall be provided, within sixty (60) calendar days after the
request therefor. Each Party shall bear its own expenses in complying with the foregoing provisions.

     5.3. Restrictive Covenants.

          In consideration for the Noncompete Payment paid by the Purchaser to each of the Sellers and the Management Owners at Closing, the Sellers and the
Management Owners agree as follows:

          (a) Commencing on the date of this Agreement, and ending on the fourth (4th) anniversary of the Closing, the Sellers and the Management Owners will
treat and hold as confidential all of the Confidential Information of the Business, the Company, and the terms and conditions contained in this Agreement and
in respect to the Contemplated Transactions, refrain from using any of the Confidential Information of the Business and of the Company, and deliver
promptly to the Purchaser or destroy, at the request and option of the Purchaser, all tangible embodiments (and all copies) of the Confidential Information of
the Business and of the Company which are in his or its possession. In the event that any Seller or Management Owner is requested or required (by oral
question or request for information or documents in any legal proceeding, interrogatory, subpoena, civil investigative demand, or similar process) to disclose
any Confidential Information of the Business or of the Company, or the terms and conditions contained in this Agreement and in respect to the Contemplated
Transactions, such Seller or Management Owner will notify the Purchaser promptly of the request or requirement so that the Purchaser may seek an
appropriate protective order or waive compliance with the provisions of this Section 5.3. If, in the absence of a protective order or the receipt of a waiver
hereunder, such Seller or Management Owner is, on the advice of counsel, compelled to disclose any Confidential Information of the Business or of the
Company, or the terms and conditions contained in this Agreement and in respect to the Contemplated Transactions, to any tribunal or else stand liable for
contempt, such Seller or Management Owner may disclose the Confidential Information of the Business or of the Company, or the terms and conditions
contained in this Agreement and in respect to the Contemplated Transactions, as the case may be, to the tribunal; provided, however, that such Seller or
Management Owner shall use its or his reasonable efforts to obtain, at the reasonable request of the Purchaser and at the sole expense of the Purchaser, an
order or other assurance that confidential treatment will be accorded to such portion of the
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Confidential Information of the Business or of the Company, or the terms and conditions contained in this Agreement and in respect to the Contemplated
Transactions, as the case may be, required to be disclosed as the Purchaser shall designate.

          (b) As a condition of the Purchaser entering into this Agreement, each of the Sellers and the Management Owners expressly covenants and agrees that
for a period of four (4) years from and after the Closing Date within the Territory, each Seller and Management Owner will not, either directly or indirectly,
on its or his own behalf, or in the service or on behalf of others, engage in or provide managerial, supervisory, sales, marketing, or consulting services or own
(other than ownership of less than one percent of the outstanding voting securities of an entity whose voting securities are traded on a national securities
exchange or quoted on the National Association of Securities Dealers, Inc. Automated Quotation System, and other than ownership of any voting securities of
the Purchaser) a beneficial interest in, any Person which is engaged in, or is competitive with, the Business; provided, however, that the foregoing (i) shall not
prevent Evan Hackel from providing services to any mortgage banking cooperative or serving on the board of directors of a mortgage banking cooperative
(provided such services do not entail creating, forming, or managing any mortgage banking cooperative), or (ii) shall not prevent any Financial Investor from
providing purchasing support services, real estate mortgage origination services, and other ancillary services, to the members of a mortgage banking
cooperative, but only if such Financial Investor was providing such services prior to the Effective Time.

          (c) For a period of four (4) years from and after the Closing Date, each of the Sellers and the Management Owners will not, directly or indirectly, for
itself, himself or for any other Person, solicit any of the customers, vendors, or preferred investors of the Company, who were customers, vendors, or
preferred investors of the Company as of the Closing Date, for the purpose of competing with the Purchaser or the Company in the Business in the Territory;
provided, however, that the foregoing (i) shall not prevent Evan Hackel from providing services to any mortgage banking cooperative or serving on the board
of directors of a mortgage banking cooperative (provided such services do not entail creating, forming, or managing any mortgage banking cooperative), or
(ii) shall not prevent any Financial Investor from providing purchasing support services, real estate mortgage origination services, and other ancillary services,
to the members of a mortgage banking cooperative, but only if such Financial Investor was providing such services prior to the Effective Time.

          (d) For a period of four (4) years from and after the Closing Date, each of the Sellers and the Management Owners will not, directly or indirectly, for
itself, himself or for any other Person, solicit any of the Cooperative Members, or any customers, vendors or preferred investors of the Cooperative, who were
Cooperative Members, or customers, vendors or preferred investors of the Cooperative as of the Closing Date, for the purpose of competing with the
Purchaser or the Company in the Business in the Territory; provided, however, that the foregoing (i) shall not prevent Evan Hackel from providing services to
any mortgage banking cooperative or serving on the board of directors of a mortgage banking cooperative (provided such services do not entail creating,
forming, or managing any mortgage banking cooperative), or (ii) shall not prevent any Financial Investor from providing purchasing support services, real
estate mortgage origination services, and other ancillary services, to the members of a mortgage banking cooperative, but only if such Financial Investor was
providing such services prior to the
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Effective Time.

          (e) For a period of four (4) years from and after the Closing Date, each of the Sellers and the Management Owners will not, directly or indirectly, for
itself, himself, or for any other Person, solicit, attempt to employ or enter into any contractual employment arrangement with any employee or independent
contractor of the Company, who is an employee or independent contractor of the Company as of the Closing Date (other than employees terminated by the
Company), for the purpose of competing with the Purchaser or the Company in the Business in the Territory; provided, however, that the foregoing (i) shall
not prevent Evan Hackel from providing services to any mortgage banking cooperative or serving on the board of directors of a mortgage banking cooperative
(provided such services do not entail creating, forming, or managing any mortgage banking cooperative), or (ii) shall not prevent any Financial Investor from
providing purchasing support services, real estate mortgage origination services, and other ancillary services, to the members of a mortgage banking
cooperative, but only if such Financial Investor was providing such services prior to the Effective Time.

          (f) Each Seller and Management Owner acknowledges that each Seller’s and Management Owner’s agreement to the restrictive covenants contained in
this Section 5.3 was a condition of the Purchaser entering into this Agreement. Each Seller and Management Owner also acknowledges that the covenants
contained in this Section 5.3 are reasonable in scope and duration. If any covenant in this Section 5.3 is held to be unreasonable, arbitrary, or against public
policy, such covenant will be considered to be divisible with respect to scope, time, and geographic area, and such lesser scope, time or geographic area, or all
of them, as a court of competent jurisdiction may determine to be reasonable, not arbitrary, and not against public policy, will be effective, binding, and
enforceable against the Parties. Each Seller and Management Owner agrees and acknowledges that money damages may not be an adequate remedy for any
breach of the provisions of this Section 5.3 and that the Purchaser may in its sole discretion apply to any court of law or equity of competent jurisdiction for
specific performance and/or injunctive relief in order to enforce or prevent any violations of the provisions of this Section 5.3. Each Seller and Management
Owner hereby waives any requirement that the Purchaser post a bond or other security as a condition to receiving injunctive relief hereunder.

          (g) Notwithstanding anything contained herein to the contrary, for purposes of this Section 5.3, nothing shall prohibit: (i) Paramount Bond & Mortgage
Co., Inc. from providing retail mortgage origination services; and (ii) Thomas Stern providing commercial real estate services; and (iii) the Management
Owners from becoming employees of any of the Gershman family companies as long as there is no violation of the restrictive covenants set forth in
Section 5.3.

     5.4. Audited Financial Statements.

          From and after the Closing, the Sellers shall, at the sole expense of the Purchaser, provide any reasonable assistance requested by the Purchaser to
enable to the Purchaser to prepare, and file with the SEC no later than the seventy-fifth (75th) day following the Closing, audited financial statements of the
Company for the periods ending December 31, 2009, and December 31, 2008 (the “Audited Financial Statements”). The cost of obtaining the Audited
Financial Statements shall be at the sole cost and expense of the Purchaser and shall not be
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charged to Sellers or the Company.

     5.5. Access to Books and Records.

          (a) From and after the Closing, Purchaser shall, and shall cause the Company to provide Seller Representative, Sellers and their authorized
representatives with reasonable access (for the purpose of examining and copying), during normal business hours, the books and records of the Company to
the extent relating to periods prior to the Effective Time, in connection with any Seller Tax filings, or for the purposes of defending any claim brought by any
Person involving the Sellers or pursuant to this Agreement or for any other reasonable purpose. Unless otherwise consented to in writing by Seller
Representative, Purchaser shall not permit the Company for a period of seven (7) years following the Closing Date, to destroy, alter or otherwise dispose of
any books and records of the Company, relating to periods prior to the Effective Time without first giving reasonable prior written notice to Seller
Representative and offering to surrender to Seller Representative such books and records or such portions thereof.

          (b) Within five (5) Business Days following the Closing Date, the Management Owners shall provide to the Purchaser copies of (i) all declarations
sheets with respect to the policies of insurance to which the Company has been a party or under which the Company has been covered since January 1, 2006,
and (ii) those Contracts set forth on Schedule 3.11(a) which are designated to be delivered to the Purchaser following the Closing.

     5.6. PIA Payments.

          (a) In the event that the Company shall enter into a PIA on or before the six (6) month anniversary of the Closing Date, each of the Management
Owners, collectively, may be entitled to receive additional contingent payments (collectively, the “PIA Payments”) in the manner described in this
Section 5.6. It is acknowledged and agreed that for any period commencing after the Measurement Period ending on the third (3rd) anniversary of the date of
the PIA, no new PIA Payments shall commence accruing or be payable.

          (b) The PIA Payments shall be calculated as follows:

     (i) As further described in this Section 5.6, following the end of each Measurement Period, the Purchaser shall calculate (x) the EBITDA of the
Company during such Measurement Period, and (y) the Net Revenues during such Measurement Period.

     (ii) Subject to the limitations contained in Section 5.6(b)(iii) below, with respect to each respective Measurement Period, in the event that the
EBITDA of the Company equals an amount set forth in the left-hand column of the chart attached hereto as Exhibit A, then each of the Management
Owners, collectively, shall be entitled to a PIA Payment equal to the amount set forth in the corresponding row in the right-hand column of the chart
attached hereto as Exhibit A.
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     (iii) Notwithstanding the provisions of Section 5.6(b)(ii) above, in the event that (x) any one of Scott M. Stern, Timothy C. Stern, or Barry O.
Sandweiss is not a full-time employee of the Purchaser, the Company, or any of their Affiliates or is under notice of resignation, as of the last day of the
applicable Measurement Period, then the PIA Payment otherwise payable pursuant to Section 5.6(b)(ii) above shall be multiplied by 0.67, (y) any two
of Scott M. Stern, Timothy C. Stern, or Barry O. Sandweiss is not a full-time employee of the Purchaser, the Company, or any of their Affiliates or is
under notice of resignation, as of the last day of the applicable Measurement Period, then the PIA Payment otherwise payable pursuant to
Section 5.6(b)(ii) above shall be multiplied by 0.33, and (z) each of Scott M. Stern, Timothy C. Stern, and Barry O. Sandweiss is not a full-time
employee of the Purchaser, the Company, or any of their Affiliates or is under notice of resignation, as of the last day of the applicable Measurement
Period, then no PIA Payment shall be payable hereunder; provided, however, that the provisions of this Section 5.6(b)(ii) shall not apply if the
employment of any such Management Owner is terminated without cause (as such term is defined in the applicable Employment Agreement),
Purchaser or such other employer is in material breach of such respective Employment Agreement (as determined by a court of competent jurisdiction
evidenced by a final non-appealable judgment), or due to the death or disability (as such term is defined in the applicable Employment Agreement) of
such Management Owner.

          (c) Any amount or calculation to be made in connection with the PIA Payments shall be determined or made in accordance with GAAP. All accounting
entries will be made regardless of their amount and all detected errors and omissions will be corrected regardless of their materiality.

          (d) Within thirty (30) days following the last day of the calendar month in which the end of each applicable Measurement Period occurs, the Purchaser
shall, at its expense, conduct a financial review of the Company, and in connection with such review, shall prepare a statement of the EBITDA of the
Company during such Measurement Period, and the Net Revenues during such Measurement Period, and if applicable, a statement calculating the PIA
Payment payable with respect to such Measurement Period (the “PIA Statement”). Promptly after completion of the review and the preparation of the PIA
Statement (but in no event later than thirty (30) days following the last day of the calendar month in which the end of the applicable Measurement Period
occurs), the Purchaser shall deliver to the Seller Representative a copy of such PIA Statement, together with copies of such computations and all reasonable
supporting documentation. During the thirty (30) days immediately following receipt of the PIA Statement by the Seller Representative, the Seller
Representative and its accountants shall be entitled to review the PIA Statement and any working papers, trial balances and similar materials relating to the
PIA Statement prepared by the Purchaser or its accountants, and the Purchaser shall provide the Seller Representative and its accountants with reasonable
access, during the Purchaser’s normal business hours, to the Purchaser’s personnel, properties, books and records for the sole purpose of verifying the PIA
Statement.

          (e) The PIA Statement shall become final and binding upon the Parties on the first (1st) day following written notice from the Seller Representative that
the PIA Statement is
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agreed to, or in the absence of such notice, on the thirty-first (31st) day following delivery of such PIA Statement, unless the Seller Representative gives
written notice to the Purchaser of its disagreement with the PIA Statement (a “Notice of Disagreement with PIA Statement”) prior to such date. Any Notice
of Disagreement with PIA Statement shall specify in reasonable detail the nature of any disagreement so asserted.

          (f) If a timely Notice of Disagreement with PIA Statement is received by the Purchaser with respect to the PIA Statement, then the PIA Statement shall
become final and binding upon the Parties on the earlier of (i) the date the Purchaser and the Seller Representative resolve in writing all differences they have
with respect to the matters specified in a Notice of Disagreement with PIA Statement, or (ii) the date the matters in dispute are finally resolved in writing by
the Arbitrator in the manner described in Section 5.6(g) below.

          (g) During the thirty (30) days immediately following the delivery of any Notice of Disagreement with PIA Statement, the Purchaser and the Seller
Representative shall seek in good faith to resolve in writing any differences which they may have with respect to the matters specified in such Notice of
Disagreement with PIA Statement. If such differences have not been resolved by the end of such thirty (30)-day period, the Purchaser and the Seller
Representative shall submit to the Arbitrator for review and resolution any and all matters which remain in dispute and which were included in any Notice of
Disagreement with PIA Statement, and the Arbitrator shall reach a final, binding resolution of all matters which remain in dispute within sixty (60) days after
such dispute is referred to the Arbitrator. The Sellers on the one hand, and the Purchaser on the other hand, shall bear all costs and expenses incurred by him
or it in connection with such arbitration, except that the fees and expenses of the Arbitrator hereunder shall be borne by the Sellers and the Purchaser in such
proportion as the Arbitrator shall determine based on the relative merit of the position of the Parties. This provision for arbitration shall be specifically
enforceable by the Parties and the decision of the Arbitrator in accordance with the provisions hereof shall be final and binding with respect to the matters so
arbitrated and there shall be no right of appeal therefrom.

          (h) If a PIA Payment is payable with respect to the applicable Measurement Period, the Purchaser shall pay such PIA Payment to the Management
Owners, subject to adjustment in Section 5.6(b)(iii), pro-rata based on the percentages set forth on Schedule 5.6(h) hereto, on the fifth (5th) Business Day
following the Seller Representative’s agreement to, or final resolution of, the PIA Statement.

     5.7. Titleserv Proceeding.

          (a) In the event the Company shall not enter into the Titleserv Settlement on or before the sixtieth (60th) day following the Closing Date, then each of
the Management Trusts and the Management Owners, jointly and severally, shall (i) on the first (1st) Business Day following the sixtieth (60th) day following
the Closing Date, pay to the Purchaser Fifty Thousand Dollars ($50,000.00), and (ii) on the fifteenth (15th) day of each calendar month following the payment
in clause (i) above, for a period of fourteen (14) consecutive months, pay to the Purchaser Twelve Thousand Five Hundred Dollars ($12,500.00); it being
acknowledged that if payments are due pursuant to this Section 5.7, then the aggregate payments to the Purchaser by the Management Trusts and the
Management Owners shall equal Two Hundred Twenty Five
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Thousand Dollars ($225,000.00).

          (b) In the event the Company shall enter into the Titleserv Settlement on or before the sixtieth (60th) day following the Closing Date, but the aggregate
payments contemplated by the Titleserv Settlement shall be less than Two Hundred Twenty Five Thousand Dollars ($225,000.00), then each of the
Management Trusts and the Management Owners, jointly and severally, shall on the fifth (5th) Business Day following the date of the Titleserv Settlement,
pay the Purchaser the difference between (x) Two Hundred Twenty Five Thousand Dollars ($225,000.00), less (y) the aggregate payments contemplated by
the Titleserv Settlement.

6. CONDITIONS PRECEDENT TO THE PURCHASER’S OBLIGATION TO CLOSE

     The Purchaser’s obligation to effect the Closing and to take the other actions required to be taken by the Purchaser at the Closing is subject to the
satisfaction, at or prior to the Closing, of each of the following conditions (any of which may be waived by the Purchaser in writing, in whole or in part):

     6.1. Accuracy of Representations; Performance of the Sellers and the Management Owners.

          (a) The representations and warranties of the Sellers and the Management Owners in this Agreement must have been accurate in all respects as of the
date of this Agreement.

          (b) The covenants and obligations that the Sellers and the Management Owners are required to perform or to comply with pursuant to this Agreement at
or prior to the Closing must have been duly performed and complied with in all material respects.

          (c) The Sellers and the Management Owners must have delivered each of the following additional executed documents:

     (i) certificates, in form suitable for transfer, registered in the name of the Sellers, evidencing the Shares, endorsed in blank, and with all necessary
transfer tax stamps attached thereto;

     (ii) such instruments and documents as may be reasonably requested by the Purchaser in order to complete the transfer of the Shares, including,
without limitation, stock powers, powers of attorney, and assignment and assumption agreements, each in form and substance satisfactory to the
Purchaser (collectively, the “Conveyancing Documents”);

     (iii) resignations of each of the managers and officers of the Company, in form and substance satisfactory to the Purchaser;

     (iv) a certificate executed by each of the Sellers and the Management Owners representing and warranting to the Purchaser that each of the
representations and warranties of the Sellers and the Management Owners in this Agreement was accurate in all respects as of the date of this
Agreement;
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     (v) with respect to each Seller who is not a natural person other than a trust, a certificate of the Secretary of such Person as to the incumbency of its
officers, a copy of a certificate evidencing the incorporation and good standing of such Person, and a copy of the resolutions adopted by the board of
directors, board of managers, trustees, and the equity interestholders, of such Person with respect to the Contemplated Transactions, and with respect to
each Seller who is a trust, a certificate of the trustee of such trust as to the authority of such trustee to act on behalf of such trust with respect to the
Contemplated Transactions, and containing a copy of the trust agreement evidencing the same;

     (vi) an affidavit of each Seller, as provided in Section 1445(b)(2) of the IRC, stating under penalties of perjury that such Seller is not a foreign
person within the meaning of Section 1445(f)(3) of the IRC;

     (vii) the Indemnity Escrow Agreement, executed by each Seller and the Escrow Agent;

     (viii) the Put Escrow Agreement, executed by each of the Management Trusts and the Escrow Agent;

     (ix) the Rights Agreement, executed by each Seller receiving the Stock Payment at Closing;

     (x) the Put Option Agreement, executed by each of the Management Trusts;

     (xi) the Put Security Agreement, executed by each of the Company and Scott M. Stern, as collateral agent;

     (xii) the Put Pledge Agreement, executed by each of the Company and Scott M. Stern, as collateral agent;

     (xiii) Employment Agreements, executed by each of Scott M. Stern, Timothy C. Stern, and Barry O. Sandweiss, respectively;

     (xiv) a Release Agreement, executed by the Company, each Seller and each Management Owner;

     (xv) the Collateral Agency Agreement, executed by each of the Management Trusts and Scott M. Stern, as collateral agent; and

     (xvi) the Funds Flow and Settlement Statement, executed by the Sellers and the Management Owners.

          (d) The Required Approvals shall have been obtained.

          (e) The Company and/or the Sellers shall have paid in full all outstanding Indebtedness of the Company.
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          (f) The Sellers shall have delivered to the Purchaser evidence reasonably satisfactory to the Purchaser of the termination of all Equity Rights and the
release of all Liability with respect to the Equity Rights.

          (g) The Sellers shall have delivered to the Purchaser evidence reasonably satisfactory to the Purchaser of the termination all Company Qualified Plans
effective prior to the Closing Date, including the adoption of plan amendments and appropriate resolutions by the board of managers of the Company.

          (h) The Sellers shall have delivered to the Purchaser evidence reasonably satisfactory to the Purchaser that each of those certain preferred investor
agreements between the Company on the one hand, and those third parties set forth on Schedule 6.1(h) on the other hand, have been renewed and have terms
which extend at least twelve (12) months following the date of such renewal in 2010.

     6.2. Release of Security Interests.

          Subject to certain permitted obligations set forth in this Agreement, the Sellers shall have satisfied, and shall have caused the Company to satisfy, all
obligations owed to its respective creditors necessary to release all Security Interests on the assets of the Company and on the Shares, and otherwise permit
the Purchaser to obtain clear title to, the Shares and the assets of the Company or, at the Purchaser’s option, shall have obtained payoff letters and releases
from such creditors, in form and substance satisfactory to the Purchaser, which contain payoff and release information with respect to the satisfaction such
obligations and the release of all such Security Interests, and provided such payoff letters to the Purchaser.

     6.3. Additional Documents.

          Each of the following documents shall have been delivered to the Purchaser:

          (a) all transfer ledgers and minute books of the Company; and

          (b) such other documents as the Purchaser may reasonably request for the purpose of (i) evidencing the accuracy of the representations and warranties
of the Sellers and the Management Owners, (ii) evidencing the performance by the Sellers and the Management Owners of, or the compliance by the Sellers
and the Management Owners with, any covenant or obligation required to be performed or complied with by the Sellers and the Management Owners,
(iii) evidencing the satisfaction of any condition referred to in this Section 6, or (iv) otherwise facilitating the consummation or performance of any of the
Contemplated Transactions.

7. CONDITIONS PRECEDENT TO THE SELLERS’ AND THE MANAGEMENT OWNERS’ OBLIGATION TO CLOSE

     The Sellers’ and the Management Owners’ obligation to effect the Closing and to take the other actions required to be taken by the Sellers and the
Management Owners at the Closing is subject to the satisfaction, at or prior to the Closing, of each of the following conditions (any of which may be waived
by the Seller Representative in writing, in whole or in part):
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     7.1. Accuracy of Representations; the Purchaser’s Performance.

          (a) The Purchaser’s representations and warranties in this Agreement must have been accurate in all respects as of the date of this Agreement.

          (b) The covenants and obligations that the Purchaser is required to perform or to comply with pursuant to this Agreement at or prior to the Closing must
have been performed and complied with in all material respects.

          (c) The Purchaser must have delivered each of the following additional executed documents:

     (i) the Indemnity Escrow Agreement, executed by the Purchaser;

     (ii) the Put Escrow Agreement, executed by the Purchaser;

     (iii) the Rights Agreement, executed by the Purchaser;

     (iv) the Put Option Agreement, executed by the Purchaser;

     (v) the Put Pledge Agreement, executed by the Purchaser;

     (vi) the Employment Agreements, executed by Altisource Solutions, Inc. and the Purchaser;

     (vii) the Funds Flow and Settlement Statement, executed by the Purchaser;

     (viii) the Conveyancing Documents, executed by the Purchaser, to the extent a party thereto;

     (ix) a certificate executed by the Purchaser representing and warranting to the Sellers and the Management Owners that each of the Purchaser’s
representations and warranties in this Agreement was accurate in all respects as of the date of this Agreement; and

     (x) a certificate of an officer of the Purchaser as to the incumbency of its officers, a copy of a certificate evidencing the incorporation and good
standing of the Purchaser, and a copy of the resolutions adopted by the board of directors of the Purchaser with respect to the transactions contemplated
by this Agreement.

          (d) The Required Approvals shall have been obtained.

     7.2. Additional Documents.

          The Purchaser must have caused to be delivered to the Sellers and the Management Owners such other documents as the Sellers and the Management
Owners may reasonably request for the purpose of (i) evidencing the accuracy of any representation or warranty of the Purchaser, (ii) evidencing the
performance by the Purchaser of, or the
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compliance by the Purchaser with, any covenant or obligation required to be performed or complied with by the Purchaser, (iii) evidencing the satisfaction of
any condition referred to in this Section 7, or (iv) otherwise facilitating the consummation of any of the Contemplated Transactions.

8. INDEMNIFICATION; REMEDIES

     8.1. Survival.

          All representations, warranties, covenants, rights, and obligations in this Agreement, the Disclosure Schedule, the certificates delivered pursuant to
Section 6.1(c)(iv) and Section 7.1(c)(ix), and any other certificate or document delivered pursuant to this Agreement will survive the Closing, subject to the
limitations described in this Section 8. The right to indemnification, payment of Damages or other remedy based on such representations, warranties,
covenants, and obligations will not be affected by any investigation conducted with respect to, or any Knowledge acquired (or capable of being acquired) at
any time, whether before or after the execution and delivery of this Agreement or the Closing Date, with respect to the accuracy or inaccuracy of or
compliance with, any such representation, warranty, covenant, or obligation. The waiver of any condition based on the accuracy of any representation or
warranty, or on the performance of or compliance with any covenant or obligation, will not affect the right to indemnification, payment of Damages, or other
remedy based on such representations, warranties, covenants, and obligations.

     8.2. Indemnification and Payment of Damages by the Sellers and the Management Owners.

          After the Closing, subject to the limitations set forth in this Section 8, each of the Management Trusts and each of the Management Owners, jointly and
severally, and each of the Financial Investors, severally and not jointly and limited to the amount of the Purchase Price received by such Financial Investor,
shall indemnify and hold harmless the Purchaser and its Representatives, shareholders, controlling persons, and Affiliates (collectively, the “Purchaser
Indemnified Persons”) for, and will pay to the Purchaser Indemnified Persons the amount of, any loss, Liability, claim, damage (including, but only with
respect to claims asserted by and paid to a third party, incidental, consequential, and punitive damages and diminution of value), expense (including costs of
investigation and defense and reasonable attorneys’ and experts’ fees and disbursements), whether or not involving a third-party claim (collectively,
“Damages”), to the extent resulting from: (i) any breach of any representation or warranty made by the Sellers and the Management Owners in Section 3 of
this Agreement, the Disclosure Schedule, or in the Transaction Documents delivered by the Sellers and the Management Owners pursuant to this Agreement;
(ii) any breach by the Sellers or the Management Owners of any covenant or obligation of the Sellers or the Management Owners in this Agreement; (iii) any
Liability of the Company with respect to any Proceeding relating to circumstances, occurrences, events, acts, or omissions occurring prior to the Effective
Time, whether or not such Proceeding was commenced before, at, or after the Effective Time, and including, without limitation, the Titleserv Proceeding and
those other Proceedings set forth on Schedule 3.8; (iv) any amount or Liability which would have been reflected on the Financial Statements, had such
Financial Statements been prepared in accordance with GAAP; (v) any fact, circumstance, or Liability
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which would have been included on the Disclosure Schedules, had all references to “Knowledge”, “Knowledge of the Management Owners”, or words of
similar import, been eliminated from Section 3.5 [Taxes] herein; (vi) any fact, circumstance, or Liability which would have been included on the Disclosure
Schedules, had all references to “Knowledge”, “Knowledge of the Management Owners”, or words of similar import, been eliminated from Section 3.6
[Employee Benefits] herein; (vii) any failure of Titleserv, Inc. to pay any amounts due or owing to the Company in accordance with the terms of the Titleserv
Settlement; or (viii) the failure or inability of the Company to resolve, settle, or dismiss the matters in dispute pursuant to the Titleserv Proceeding on or prior
to the sixtieth (60th) day following the Closing Date.

     8.3. Indemnification and Payment of Damages by the Purchaser.

          After the Closing, subject to the limitations set forth in this Section 8, the Purchaser will indemnify and hold harmless the Sellers and the Management
Owners, and their respective Representatives, members, controlling persons, and Affiliates (collectively, the “Seller Indemnified Persons”) and will pay to
the Seller Indemnified Persons the amount of any Damages arising out of or otherwise by virtue of: (i) any breach of any representation or warranty made by
the Purchaser in Section 4 of this Agreement or in the Transaction Documents delivered by the Purchaser pursuant to this Agreement; or (ii) any breach by the
Purchaser of any covenant or obligation of the Purchaser in this Agreement or the Transaction Documents.

     8.4. Time Limitations.

          (a) If the Closing occurs, the Sellers and the Management Owners will not have any liability (for indemnification or otherwise) with respect to the
Operational Representations or the indemnification set forth in Section 8.2(iv) herein, unless on or before the twenty-four (24)-month anniversary of the
Closing Date, the Purchaser notifies the Sellers and the Management Owners of a claim specifying the factual basis of that claim in reasonable detail to the
extent then known by the Purchaser. A claim with respect to any Ultra-Fundamental Representation, Fundamental Representation, or a claim for
indemnification or reimbursement based upon any other provision of this Agreement other than the Operational Representations, or any covenant or
obligation to be performed and complied by the Sellers or the Management Owners, may be made at any time, subject to the applicable statute of limitations.
A claim with respect to any of the representations or warranties of the Purchaser, or a claim for indemnification or reimbursement based upon any other
provision of this Agreement, or any covenant or obligation to be performed and complied by the Purchaser, may be made at any time, subject to the
applicable statute of limitations.

          (b) No claim for indemnification hereunder for breach of any representation, warranty or covenant may be made after the expiration of the survival
period applicable to such representation, warranty or covenant; provided, that any representation, warranty, or covenant in respect of which indemnity may be
sought under Section 8.2 or under Section 8.3, and the indemnity with respect thereto, shall survive the time at which it would otherwise terminate pursuant to
Section 8.4(a) if reasonably detailed written notice of the breach or potential breach thereof giving rise to such right or potential right of indemnity shall have
been given to the Person against whom such indemnity may be sought prior to such time.
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     8.5. Limitations on Amount — the Sellers and the Management Owners.

          (a) The Sellers and the Management Owners shall have no liability for Damages with respect to any claim for indemnification or reimbursement based
on a breach of any Operational Representations or with respect to the indemnification set forth in Section 8.2(iv) herein unless and until the cumulative
aggregate amount of all Damages which are otherwise recoverable by the Purchaser Indemnified Persons as a result of breaches of the Operational
Representations or with respect to the indemnification set forth in Section 8.2(iv) herein, taken collectively, equals or exceeds One Hundred Fifty Thousand
Dollars ($150,000.00) (the “Basket”), in which case the Sellers and the Management Owners shall be liable for only those Damages in excess of the Basket.

          (b) The Sellers’ and the Management Owners’ maximum liability for Damages with respect to a claim for indemnification or reimbursement based
upon a breach of the Operational Representations or with respect to the indemnification set forth in Section 8.2(iv) herein shall be limited to and shall not
exceed, and shall be satisfied solely from, the General Escrow Amount. The Sellers’ and the Management Owners’ maximum liability for Damages with
respect to a claim for indemnification or reimbursement based upon a breach of the Fundamental Representations, or with respect to the indemnification set
forth in Section 8.2(v) and Section 8.2(vi) herein, shall be limited to and shall not exceed fifty percent (50%) of the Total Consideration. The Sellers’ and the
Management Owners’ maximum liability for Damages with respect to a claim for indemnification or reimbursement based upon a breach of the Ultra-
Fundamental Representations, or a claim for indemnification or reimbursement based upon any other provision of this Agreement other than the Operational
Representations or the Fundamental Representations, or any covenant or obligation to be performed and complied by the Sellers and the Management
Owners, shall be limited to and shall not exceed the Total Consideration. Notwithstanding anything contained herein to the contrary, the Parties acknowledge
and agree that (i) no Financial Investor shall be liable for any amounts under this Agreement which exceed that portion of the Purchase Price paid to such
Financial Investor, and (ii) the aggregate liability of the Sellers and the Management Owners to the Purchaser under this Agreement shall not exceed the Total
Consideration.

     8.6. Limitations on Amount —the Purchaser.

          The Purchaser’s maximum liability for Damages with respect to a claim for indemnification or reimbursement based on a breach of this Agreement
shall be limited to and shall not exceed, in the aggregate, the Total Consideration.

     8.7. Indemnity Escrow Agreement.

          As security for the indemnification obligations of the Sellers and the Management Owners under this Agreement, the Purchaser, the Sellers, and the
Escrow Agent shall enter into the Indemnity Escrow Agreement as of the Closing Date, which shall be funded with (i) Three Hundred Fourteen Thousand,
One Hundred And Thirty-Five (314,135) shares of common stock at Closing, and (ii) such amount of shares of common stock of Purchaser payable by
Sellers within two (2) days after Closing in order for the total number of shares in escrow valued at $16.84 per share to equal 10% of the final Purchase Price,
determined in accordance with

37



 

GAAP (collectively, the “General Escrow Amount”). The amounts held in the Indemnity Escrow Agreement shall be held for a period of twenty four
(24) months; provided, however, that (i) fifty percent (50%) of the General Escrow Amount, less the amount of any claims for Damages asserted by the
Purchaser in excess of the Basket (if applicable), shall be released to the Sellers on the twelve (12) month anniversary of the Closing Date, and (ii) upon the
expiration of such twenty four (24) month anniversary of the Closing Date, an amount equal to the General Escrow Amount, less the amount of any claims for
Damages asserted by the Purchaser in excess of the Basket (if applicable), shall be released to the Sellers. The unsatisfied claims for Damages asserted by the
Purchaser in excess of the Basket (if applicable) prior to the date thereof shall remain in escrow pending resolution of such claims. For the purpose of
calculating disbursements from the General Escrow Amount, the Parties acknowledge and agree that each share of common stock of the Purchaser shall have
a value of Sixteen and 84/100 Dollars ($16.84), subject to adjustment for any change in the number of shares of common stock of the Purchaser due to stock
split, stock dividend, or recapitalization. Amounts held under the Indemnity Escrow Agreement shall be the exclusive source of indemnification for breaches
of any of the Operational Representations or with respect to the indemnification set forth in Section 8.2(iv) herein, but otherwise shall be a non-exclusive
source of indemnification hereunder.

     8.8. Right of Set-Off.

          (a) Each Seller and Management Owner acknowledges that, in the event of a breach of the Ultra-Fundamental Representations, the Fundamental
Representations, or the provisions of Section 5.3 [Restrictive Covenants] herein, the Purchaser shall have the right to set-off any money damages suffered by
the Purchaser from any amounts otherwise payable by the Purchaser to the Sellers or the Management Owners pursuant to this Agreement, including, without
limitation, any PIA Payment; provided, however, Purchaser shall not have any right to set-off against any proceeds to be received by a Management Owner
under an applicable Employment Agreement.

          (b) The Purchaser acknowledges that, in the event of a breach of its representations and warranties, or a claim for indemnification or reimbursement
based upon any other provision of this Agreement, or any covenant or obligation to be performed and complied by the Purchaser, the Sellers and the
Management Owners shall have the right to set-off any money damages suffered by the Sellers and the Management Owners from any amounts otherwise
payable by the Sellers or the Management Owners to the Purchaser pursuant to this Agreement.

          (c) In the event the Purchaser, any Seller, or any Management Owner elects to exercise its right of set-off pursuant to this Section 8.8, then amounts
otherwise payable by a Party to such other Party shall be paid to the Escrow Agent pursuant to a written escrow agreement which requires any disbursement
of such funds to be made by the Escrow Agent only pursuant to (i) a joint written direction by each applicable Party, or (ii) a final non-appealable judgment
issued by a court of competent jurisdiction, or in the case of any action or proceeding relating to or arising out of any breach of the Operational
Representations, by those arbitrators contemplated by Section 9.4(a) below.

     8.9. Procedure for Indemnification — Third Party Claims.
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          (a) Promptly after receipt of notice of the commencement of any Proceeding against an indemnified party under Section 8.2 or Section 8.3, such
indemnified party will, if a claim is to be made against an indemnifying party, give notice to the indemnifying party of the commencement of such claim, but
the failure to notify the indemnifying party will not relieve the indemnifying party of any liability that it may have to any indemnified party, except to the
extent that the indemnifying party demonstrates that the defense of such action is prejudiced by the indemnifying party’s failure to give such notice.

          (b) If any Proceeding referred to in Section 8.9(a) is brought against an indemnified party and it gives notice to the indemnifying party of the
commencement of such Proceeding, the indemnifying party will, unless the claim involves Taxes, be entitled to participate in such Proceeding and, to the
extent that it wishes (unless the indemnifying party is also a party to such Proceeding and the indemnified party determines in good faith that joint
representation would be inappropriate), to assume the defense of such Proceeding with counsel reasonably satisfactory to the indemnified party and, after
notice from the indemnifying party to the indemnified party of its election to assume the defense of such Proceeding, the indemnifying party will not, as long
as it diligently conducts such defense, be liable to the indemnified party under this Section 8 for any fees of other counsel or any other expenses with respect
to the defense of such Proceeding, in each case subsequently incurred by the indemnified party in connection with the defense of such Proceeding. If the
indemnifying party assumes the defense of a Proceeding, (i) it will be conclusively established for purposes of this Agreement that the claims made in that
Proceeding are within the scope of and subject to indemnification; (ii) no compromise or settlement of such claims may be effected by the indemnifying party
without the indemnified party’s consent unless (A) there is no finding or admission of any violation of Legal Requirements or any violation of the rights of
any Person and no effect on any other claims that may be made against the indemnified party, and (B) the sole relief provided is monetary damages that are
paid in full by the indemnifying party; and (iii) the indemnified party will have no liability with respect to any compromise or settlement of such claims
effected without its consent. If notice is given to an indemnifying party of the commencement of any Proceeding and the indemnifying party does not, within
ten business (10) days after the indemnified party’s notice is given, give notice to the indemnified party of its election to assume the defense of such
Proceeding, the indemnifying party will be bound by any determination made in such Proceeding or any compromise or settlement effected by the
indemnified party provided such indemnified party acts in good faith in the assumption of such defense of such Proceeding.

          (c) Notwithstanding the foregoing, if an indemnified party determines in good faith that there is a reasonable probability that a Proceeding may
adversely affect it or its Affiliates other than as a result of monetary damages for which it would be entitled to indemnification under this Agreement, the
indemnified party may, by notice to the indemnifying party, assume the exclusive right to defend, compromise, or settle such Proceeding, but the
indemnifying party will not be bound by any determination of a Proceeding so defended or any compromise or settlement effected without its consent (which
may not be unreasonably withheld).

          (d) The Parties hereby consent to the non-exclusive jurisdiction of any court in which a Proceeding is brought against any indemnified party for
purposes of any claim that an indemnified party may have under this Agreement with respect to such Proceeding or the matters

39



 

alleged therein, and agree that process may be served on such Persons with respect to such a claim anywhere in the world.

     8.10. Procedure for Indemnification — Other Claims.

          A claim for indemnification for any matter not involving a third-party claim may be asserted by notice to the party from whom indemnification is
sought.

     8.11. Exclusive Remedy.

          Notwithstanding anything contained in this Agreement to the contrary, after the Closing, other than with respect to an intentional misrepresentation or
fraud, the indemnification provisions of this Section 8 shall constitute the sole and exclusive remedy of the Parties for any and all Damages or other claims
relating to or arising from this Agreement. In no event shall any indemnified party be entitled to recover or make a claim for any amounts in respect of
punitive damages, consequential damages, incidental damages or any other damages other than actual damages; provided, however, that pursuant to a claim
asserted by and paid to a third-party, an indemnified party shall be entitled to recover or make a claim for those actual damages, punitive damages,
consequential damages, incidental damages or any other damages asserted by and paid to such third party.

     8.12. Determination of Damages Amount.

          Notwithstanding any other provision set forth herein to the contrary, the amount of any indemnification payable under any of the provisions of this
Agreement shall be net of any insurance proceeds or other recoveries from third parties actually paid to the indemnified Party by reason of the facts and
circumstances giving rise to such indemnification. Notwithstanding anything herein to the contrary, (i) in no event shall the total recovery exceed the
Damages incurred by the indemnified party, and (ii) in no event shall the Purchaser recover Damages from the Sellers or the Management Owners if such
Damages were set forth on the face of the Closing Net Working Capital Statement, or were taken into account when preparing the Closing Net Working
Capital Statement in accordance with GAAP.

9. GENERAL PROVISIONS

     9.1. Expenses.

          Except as otherwise expressly provided in this Agreement, each Party will bear its own expenses incurred in connection with the preparation,
negotiation, execution, and performance of this Agreement and the Contemplated Transactions, including all fees and expenses of agents, representatives,
counsel, and accountants (whether consummated or not).

     9.2. Public Announcements.

          No Party shall issue any press release or make any public announcement relating to the subject matter of this Agreement or the Contemplated
Transactions without the prior written approval of the other Party, except that either the Seller Representative or the Purchaser, upon prior written notice to the
other, may make any public disclosure it believes in good faith is
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required by applicable Legal Requirements, or in the case of the Purchaser, any listing or trading agreement concerning the publicly-traded securities of the
Purchaser; provided, however, the Purchaser and the Seller Representative shall each have the right to review such press release, announcement or
communication prior to its issuance, distribution or publication.

     9.3. Notices.

          All notices, consents, waivers, and other communications under this Agreement must be in writing and will be deemed to have been duly given when
(a) delivered by hand (with written confirmation of receipt), (b) sent by telecopier (with written confirmation of receipt), or (c) when received by the
addressee, if sent by a nationally recognized overnight delivery service (receipt requested), in each case to the appropriate addresses and telecopier numbers
set forth below (or to such other addresses and telecopier numbers as a party may designate by notice to the other Parties):

If to the Sellers or the Management Owners:

Scott M. Stern,
as Seller Representative
801 Newcastle
St. Louis, Missouri 63132
Telephone: (314) 292-7935
Telecopier: (314) 567-4355

with a copy to:

Gallop, Johnson & Neuman, L.C.
Interco Corporate Tower
101 S. Hanley Road, Suite 1700
St. Louis, Missouri 63105
Attention: Robert H. Epstein, Esq. and Richard A. Yawitz, Esq.
Telephone: (314) 615-6000
Telecopier: (314) 615-6001

If to the Purchaser, to:

Altisource Portfolio Solutions S.A.
2 rue Jean Bertholet
L-1233 Luxembourg
Attention: William B. Shepro and Kevin J. Wilcox
Telephone: +(352) 2469-7902
Telecopier: +(352) 2744-9499

with a copy to:

Bryan Cave LLP
One Atlantic Center, Fourteenth Floor
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1201 West Peachtree Street, N.E.
Atlanta, Georgia 30309-3488
Attention: Richard H. Miller, Esq. and Louis C. Spelios, Esq.
Telephone: (404) 572-6600
Telecopier: (404) 572-6999

     9.4. Jurisdiction; Service of Process.

          (a) Any action or proceeding relating to or arising out of any breach of the Operational Representations shall be settled by arbitration as hereinafter
provided which shall be the sole and exclusive procedure for the resolution of any such dispute. Within ten (10) calendar days after receipt of written notice
from the Purchaser on the one hand, or the Seller Representative on the other hand (each, a “Submitting Person”) that it is submitting the matter to
arbitration, each Submitting Person shall designate in writing one arbitrator to resolve the dispute who shall, in turn, jointly select a third arbitrator within
twenty (20) calendar days of their designation or if they fail to do so, with the third arbitrator to be selected as promptly as practicable in accordance with the
procedure established by the American Arbitration Association at such time. The arbitrators so designated shall each be a lawyer experienced in commercial
and business affairs who is not an employee, consultant, officer or director of any party or any Affiliate of any Party and who has not received any
compensation, directly or indirectly, from any Party hereto or any Affiliate of any Party during the two (2) year period preceding the notice of arbitration. The
arbitration shall be governed by the Commercial Arbitration Rules of the American Arbitration Association. The arbitrators shall have sole discretion with
regard to the admissibility of evidence. The arbitration panel shall have the right to grant equitable relief in their discretion, and to award claims for specific
performance. The right of each Submitting Person to move for preliminary injunction or other temporary relief before any court having jurisdiction to
preserve its rights hereunder shall remain unaffected. The arbitrators shall use their best efforts to rule on each disputed issue within thirty (30) calendar days
after the completion of the hearings. The determination of the arbitrators as to the resolution of any dispute shall be binding and conclusive upon all Parties
hereto. All rulings of the arbitrators shall be in writing, with the reasons for the ruling given, and shall be delivered to the Parties hereto. Each Submitting
Person shall pay the fees of its respective designated arbitrator and its own costs and expenses of the arbitration. The fees of the third arbitrator shall be paid
fifty percent (50%) by each of the Submitting Persons. Any arbitration pursuant to this Section 9.4(a) shall be conducted in English in Wilmington, Delaware.
Any arbitration award may be entered in and enforced by any court having jurisdiction thereof and the parties hereby consent and commit themselves to the
jurisdiction of the courts of any competent jurisdiction for purposes of the enforcement of any arbitration award.

          (b) Except as provided in Section 9.4(a) above, any action or proceeding seeking to enforce any provision of, or based on any right arising out of, this
Agreement shall be brought against any of the parties in the courts of the State of Delaware, or, if it has or can acquire jurisdiction, in the United States
District Court for the District of Delaware, and each of the Parties consents to the jurisdiction of such courts (and of the appropriate appellate courts) in any
such action or proceeding and waives any objection to venue laid therein. Process in any action or proceeding referred to in the preceding sentence may be
served on any Party anywhere in the world. EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES ANY AND
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ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATED TO THIS AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY.

     9.5. Further Assurances.

          The Parties agree, without further compensation, (a) to furnish upon request to each other such further information, (b) to execute and deliver to each
other such other documents, and (c) to do such other acts and things, all as the other Party may reasonably request for the purpose of carrying out the intent of
this Agreement, the documents referred to in this Agreement, and the Contemplated Transactions.

     9.6. Waiver.

          The rights and remedies of the Parties are cumulative and not alternative. Neither the failure nor any delay by any Party in exercising any right, power,
or privilege under this Agreement or the documents referred to in this Agreement will operate as a waiver of such right, power, or privilege, and no single or
partial exercise of any such right, power, or privilege will preclude any other or further exercise of such right, power, or privilege or the exercise of any other
right, power, or privilege. To the maximum extent permitted by applicable law, (a) no claim or right arising out of this Agreement or the documents referred
to in this Agreement can be discharged by one Party, in whole or in part, by a waiver or renunciation of the claim or right unless in writing signed by each
other Party; (b) no waiver that may be given by a Party will be applicable except in the specific instance for which it is given; and (c) no notice to or demand
on one Party will be deemed to be a waiver of any obligation of such Party or of the right of the Party giving such notice or demand to take further action
without notice or demand as provided in this Agreement or the documents referred to in this Agreement.

     9.7. Entire Agreement and Modification.

          This Agreement supersedes all prior agreements between the Parties (except for confidentiality agreements or similar agreements executed with respect
to the Contemplated Transactions) with respect to its subject matter and constitutes (along with the documents referred to in this Agreement) a complete and
exclusive statement of the terms of the agreement between the Parties with respect to its subject matter. This Agreement may not be amended except by a
written agreement executed by each of the Parties.

     9.8. Disclosure Schedule.

          (a) If and to the extent any information required to be furnished in a particular Disclosure Schedule attached hereto is contained in this Agreement or in
any other Disclosure Schedule (or updated schedule), such information shall be deemed to be included in such particular schedule to the extent that it is
reasonably apparent on its face that the disclosure in such other schedule (or updated schedule) applies to the information requirement for the particular
schedule. The inclusion of any information in any Disclosure Schedule (or updated schedule) shall not be deemed to be an admission or acknowledgment by
the Sellers or the Management Owners, in and of itself, that such information is material or outside the Ordinary Course.
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          (b) In the event of any inconsistency between the statements in the body of this Agreement and those in the Disclosure Schedule (other than an
exception set forth in the Disclosure Schedule in accordance with Section 9.8(a) above), the statements in the body of this Agreement will control.

          (c) No due diligence conducted by the Purchaser shall limit or be used as a defense by the Sellers or the Management Owners with respect to any claim
of breach of a representation, warranty or covenant by the Sellers or the Management Owners under this Agreement.

     9.9. Obligations; Assignments, Successors, and No Third-Party Rights.

          The obligations and liabilities of the Management Trusts and the Management Owners under the Transaction Documents shall be joint and several. No
Party may assign all or any portion of its rights under this Agreement without the prior consent of the other Parties, except that the Purchaser may assign any
of its rights under this Agreement to any Affiliate of the Purchaser without the consent of the Sellers or the Management Owners, but no such assignment will
release the Purchaser from any obligations hereunder. This Agreement will apply to, be binding in all respects upon, and inure to the benefit of the successors
and permitted assigns of the Parties. The acquisition by the Purchaser of the Shares, and the transfer thereof by the Sellers, shall in no way expand the rights
or remedies of any third party against the Purchaser or its officers, directors, employees, stockholders, and advisors as compared to the rights and remedies
which such third party would have had against the Sellers had the Purchaser not acquired the Shares. Nothing expressed or referred to in this Agreement will
be construed to give any Person other than the Parties any legal or equitable right, remedy, or claim under or with respect to this Agreement or any provision
of this Agreement. This Agreement and all of its provisions and conditions are for the sole and exclusive benefit of the Parties and their successors and
permitted assigns.

     9.10. Severability.

          If any provision of this Agreement is held invalid or unenforceable by any court of competent jurisdiction, the other provisions of this Agreement will
remain in full force and effect. Any provision of this Agreement held invalid or unenforceable only in part or degree will remain in full force and effect to the
extent not held invalid or unenforceable.

     9.11. Section Headings; Construction.

          The headings of Sections in this Agreement are provided for convenience only and will not affect its construction or interpretation. All references to
“Section” or “Sections” refer to the corresponding Section or Sections of this Agreement. All words used in this Agreement will be construed to be of such
gender or number as the circumstances require. Unless otherwise expressly provided, the word “including” does not limit the preceding words or terms.

     9.12. Time of Essence.

          With regard to all dates and time periods set forth or referred to in this
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Agreement, time is of the essence.

     9.13. Governing Law.

          This Agreement will be governed by the laws of the State of Delaware without regard to conflicts of laws principles.

     9.14. Specific Performance.

          Each of the Parties acknowledges and agrees that the other Party would be damaged irreparably in the event any of the provisions of this Agreement are
not performed in accordance with their specific terms or otherwise are breached. Accordingly, each of the Parties agrees that the other Party shall be entitled
to an injunction or injunctions to prevent breaches of the provisions of this Agreement and to enforce specifically this Agreement and the terms and
provisions hereof in any action instituted in any court of the United States or any state thereof having, in accordance with the terms of this Agreement,
jurisdiction over the Parties and the matter, in addition to any other remedy to which it may be entitled, at law or in equity.

     9.15. Counterparts.

          This Agreement may be executed in one or more counterparts, each of which will be deemed to be an original copy of this Agreement and all of which,
when taken together, will be deemed to constitute one and the same agreement.

     9.16. Seller Representative.

          (a) Each of the Sellers and the Management Owners hereby irrevocably constitutes and appoints the Seller Representative, acting as hereinafter
provided, as his and its attorney-in-fact and agent in its name, place and stead in connection with the transactions contemplated by this Agreement and matters
arising therefrom subsequent to the date hereof, and acknowledges that such appointment is coupled with an interest. By executing and delivering this
Agreement, the Seller Representative hereby (i) accepts his appointment and authorization as Seller Representative to act as attorney-in-fact and agent in the
name, place and stead of each of the Sellers and the Management Owners in accordance with the terms of this Agreement, and (ii) agrees to perform his
duties and obligations hereunder.

          (b) Each Seller and Management Owner authorizes the Seller Representative in the name and on behalf of such Seller and Management Owner:

     (i) to give and receive any notice required or permitted under this Agreement;

     (ii) to exercise any rights and to take any action required or permitted to be taken under this Agreement;

     (iii) to negotiate, execute and deliver any amendment to or modification of this Agreement or any of the provisions hereof and any waiver or consent
hereunder;
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     (iv) to dispute or to refrain from disputing any claim made by the Purchaser under this Agreement and any other agreements, instruments and
documents to be delivered by or on behalf of such Seller or Management Owner pursuant to this Agreement;

     (v) to negotiate and compromise any dispute which may arise, and to exercise or refrain from exercising remedies available under this Agreement
and the other agreements, instruments and documents delivered or to be delivered by or on behalf of such Seller or Management Owner pursuant to this
Agreement and to sign any releases or other documents with respect to any such dispute or remedy; and

     (vi) to give such instructions and to do such other things and refrain from doing such other things as the Seller Representative shall deem necessary
or appropriate to carry out the provisions of this Agreement and any other agreements, instruments and documents delivered or to be delivered by or on
behalf of such Seller or Management Owner pursuant to this Agreement.

          (c) Each of the Sellers and Management Owners agrees to be bound by all agreements and determinations made, and agreements, documents and
instruments negotiated, executed and delivered by the Seller Representative under this Agreement.

          (d) Each of the Sellers and Management Owners hereby expressly acknowledges and agrees that the Seller Representative is authorized to act in his and
its name and on his and its behalf with respect to the matters expressly set forth in this Agreement to be performed by Seller Representative. Notwithstanding
any dispute or disagreement among the Sellers, the Management Owners, and/or the Seller Representative, subject to the limitation in the preceding sentence,
the Purchaser shall be entitled in good faith to rely on any and all action taken by the Seller Representative under this Agreement and the other agreements,
instruments and documents to be delivered by or on behalf of the Sellers and the Management Owners pursuant to this Agreement without any liability to, or
obligation to inquire of, any of the Sellers or the Management Owners. The Purchaser is hereby expressly authorized in good faith to rely on the genuineness
of the signatures of the Seller Representative, and upon receipt of any writing which reasonably appears to have been signed by the Seller Representative, the
Purchaser may act upon the same in good faith without any further duty of inquiry as to the genuineness of the writing.

          (e) If Scott M. Stern, as the Seller Representative, ceases to function for any reason whatsoever, then Timothy C. Stern shall serve as the successor
Seller Representative; if Timothy C. Stern ceases to function as the Seller Representative for any reason whatsoever, then Sellers who prior to the transactions
contemplated by this Agreement held (or their successors in interest) a majority of the equity interests of the Company may appoint a successor; provided,
however, that if for any reason no successor has been appointed pursuant to the foregoing within thirty (30) days, then the Purchaser shall have the right but
not the obligation to petition a court of competent jurisdiction for appointment of a successor.

          (f) The authorization of the Seller Representative shall be effective until such rights and obligations under this Agreement terminate by virtue of the
termination of any and all
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obligations of the Sellers and the Management Owners hereunder.

          (g) The Seller Representative shall not be liable for any acts or omissions under this Section 9.16 except for his own gross negligence or willful
misconduct. Each Seller and Management Owner agrees to indemnify and to save and hold harmless the Seller Representative of, from, against and in respect
of any claim, action, cause of action, cost, liability or expense suffered or incurred by or asserted against the Seller Representative based upon or arising out
of the performance by the Seller Representative of any act, matter or thing pursuant to the appointment herein made, except that no Seller or Management
Owner shall be held or required to indemnify or to save or hold harmless the Seller Representative for the gross negligence or willful misconduct of the Seller
Representative in the performance of his duties hereunder.

     9.17. Acknowledgment by the Purchaser.

          THE PURCHASER ACKNOWLEDGES THAT THE REPRESENTATIONS AND WARRANTIES BY THE SELLERS AND THE MANAGEMENT
OWNERS CONTAINED IN THIS AGREEMENT CONSTITUTE THE SOLE AND EXCLUSIVE REPRESENTATIONS AND WARRANTIES OF THE
SELLERS AND THE MANAGEMENT OWNERS TO THE PURCHASER IN CONNECTION WITH THE CONTEMPLATED TRANSACTIONS, AND
THE PURCHASER UNDERSTANDS, ACKNOWLEDGES AND AGREES THAT ALL OTHER REPRESENTATIONS AND WARRANTIES OF ANY
KIND OR NATURE EXPRESS OR IMPLIED (INCLUDING, BUT NOT LIMITED TO, ANY RELATING TO THE FUTURE OR HISTORICAL
FINANCIAL CONDITION, RESULTS OF OPERATIONS, ASSETS OR LIABILITIES OF THE COMPANY) ARE SPECIFICALLY DISCLAIMED BY
THE SELLERS AND THE MANAGEMENT OWNERS.

     9.18. Transfer Taxes.

          Notwithstanding anything herein to the contrary, the Sellers will pay, and will indemnify and hold the Purchaser harmless against, any transfer, stamp,
stock transfer, recording or other similar tax imposed on the transfer of the Shares, whether assessed against the Company or one or more Sellers as a result of
the Contemplated Transactions (collectively, “Transfer Taxes”), and any penalties or interest with respect to the Transfer Taxes. The Purchaser agrees to
cooperate with the Sellers in the filing of any returns with respect to the Transfer Taxes, including promptly supplying any information in their possession that
is reasonably necessary to complete such returns.

     9.19. Delivery by Electronic Means.

          This Agreement, the agreements referred to herein, and each other agreement or instrument entered into in connection herewith or therewith or
contemplated hereby or thereby, and any amendments hereto or thereto, to the extent signed and delivered by means of a facsimile machine or other electronic
means, shall be treated in all manner and respects as an original agreement or instrument and shall be considered to have the same binding legal effect as if it
were the original signed version thereof delivered in person. At the request of any Party hereto or to any such agreement or instrument, each other Party
hereto or thereto shall re-execute original forms thereof and deliver them to all other Parties. No Party hereto or to any such
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agreement or instrument shall raise the use of a facsimile machine or other electronic means to deliver a signature or the fact that any signature or agreement
or instrument was transmitted or communicated through the use of a facsimile machine or other electronic means as a defense to the formation or
enforceability of a contract and each such Party forever waives any such defense.

[THE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK]
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     IN WITNESS WHEREOF, the Parties have executed and delivered this Agreement as of the date first written above.
     
 THE “PURCHASER”:

ALTISOURCE PORTFOLIO SOLUTIONS S.A.
 

 

 By:    
  Name:  
  Title:  
 
     
 THE “SELLERS”:

SCOTT M. STERN REVOCABLE TRUST
 

 

 By:    
  Scott M. Stern  
  Trustee  
 
     
 TIMOTHY C. STERN, REVOCABLE TRUST

  

 By:    
  Timothy C. Stern  
  Trustee  
 
     
 BARRY O. SANDWEISS REVOCABLE TRUST

  

 By:    
  Barry O. Sandweiss  
  Trustee  
 
     
 THE THOMAS A. STERN REVOCABLE TRUST

  

 By:    
  Thomas A. Stern  
  Trustee  
 

[SIGNATURES CONTINUED ON FOLLOWING PAGE]
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[SIGNATURES CONTINUED FROM PREVIOUS PAGE]
     
   
   
 EVAN HACKEL  
    
 
 PARAMOUNT BOND & MORTGAGE CO., INC.

  

 By:    
  Name:    
  Title:    
 
 
 THE “MANAGEMENT OWNERS”:

  

   
 SCOTT M. STERN  
    
 
   
   
 TIMOTHY C. STERN  
    
 
   
   
 BARRY O. SANDWEISS  
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ANNEX I

          “Affiliate” — used to indicate a relationship to a specified person, firm, corporation, partnership, limited liability company, association or entity, and
means any person, firm, corporation, partnership, limited liability company, association or entity that, directly or indirectly or through one or more
intermediaries, controls, is controlled by or is under common control with such person, firm, corporation, partnership, limited liability company, association
or entity.

          “Arbitrator” — as defined in Section 2.6(c).

          “Audited Financial Statements” — as defined in Section 5.4.

          “Baseline EBITDA” — means the EBITDA of the Company during the period commencing at 12:00 AM Eastern Time on January 1, 2009, and
ending at 11:59 PM Eastern Time on December 31, 2009, as determined based on the Audited Financial Statements.

          “Business” — means the business of the Company as conducted at and prior to Closing, which is the business of (i) managing and operating a
mortgage banking cooperative, and (ii) providing purchasing support services, real estate mortgage origination services, and other ancillary services, to the
members of such mortgage banking cooperative.

          “Business Day” — means any day except Saturday, Sunday or any day on which banks are generally not open for business in New York, New York.

          “Cash Payment” — as defined in Section 2.2.

          “Closing” — as defined in Section 2.4.

          “Closing Date” — as defined in Section 2.4.

          “Closing Net Working Capital Statement” — as defined in Section 2.6(b)(i).

          “Collateral Agency Agreement” — means that certain Collateral Agency Agreement by and among the Management Trusts and Scott M. Stern, as
collateral agent, the form of which is attached hereto as Exhibit J.

          “Company” — means The Mortgage Partnership of America, L.L.C., a limited liability company organized under the laws of the State of Missouri.

          “Company Group” — as defined in Section 3.6(a).

          “Company Plans” — as defined in Section 3.6(b).

          “Company Qualified Plans” — as defined in Section 3.6(c).

          “Confidential Information” — information with respect to the terms of the transactions contemplated by this Agreement, and trade secrets,
discoveries, ideas, concepts, know-how, techniques, designs, specifications, data, computer programs, pricing information,

 



 

interpretations, financial statements, forecasts, reports, records, plans, studies and other technical and business information of the disclosing party, whether in
oral, written, graphic, electronic or other form as well as analyses, compilations, studies or other documents, whether or not prepared by the receiving party or
its representatives, which contain or otherwise reflect such information. Notwithstanding the foregoing, the following information shall not be Confidential
Information: (i) information which has become generally available to the general public other than as a result of a disclosure by the receiving party or its
representatives, (ii) information which is known or was available to the receiving party prior to disclosure to the receiving party pursuant to the Contemplated
Transactions, or (iii) information which becomes available to the receiving party on a non-confidential basis from a third party who was itself not prohibited
from transmitting the information to the receiving party by a contractual, legal or fiduciary obligation.

          “Consent” — any approval, consent, ratification, waiver, expiration of waiting period, or other authorization (including any Governmental
Authorization).

          “Contemplated Transactions” — all of the transactions contemplated by this Agreement, including, but not limited to, (a) the acquisition of the
Shares by the Purchaser from the Sellers and the payment of the Purchase Price therefor; (b) the execution and delivery of the Transaction Documents; and
(c) the performance by the Parties hereto and thereto of their respective covenants and obligations under the Transaction Documents.

          “Contract” — any agreement, contract, obligation, promise, or undertaking (whether written or oral and whether express or implied) that is legally
binding.

          “Conveyancing Documents” — as defined in Section 6.1(c)(ii).

          “Cooperative” — means Best Partners Mortgage Cooperative, Inc., a Delaware corporation.

          “Cooperative Members” — means those Persons who are members of the Cooperative.

          “Damages” — as defined in Section 8.2.

          “Disclosure Schedule” — as defined in Section 3.

          “EBITDA” — means, with respect to the applicable Measurement Period, (A) the Net Income of the Company, plus to the extent such charges are
deducted in determining Net Income of the Company, (i) any interest on Indebtedness attributable to the Company, (ii) all income Taxes attributable to the
Company, (iii) any depreciation expenses attributable to the Company, (iv) any amortization of goodwill and other intangibles attributable to the Company,
and (v) solely with respect to the period commencing on the Effective Time, and ending on the three (3) month anniversary of the Closing Date, those
restructuring and transition costs which are approved by the Purchaser and which are legitimately attributable to the integration of the Company with the
Purchaser’s business operations, plus (B) the product of (x) the Gross Revenue earned by the Purchaser and its Affiliates (other than the Company) from the
Cooperative Members, multiplied by (y) 0.2.

 



 

          “Effective Time” — means _________ Eastern Time on the Closing Date.

          “Employees” — as defined in Section 3.6(b).

          “Employment Agreements” — means each of those certain employment agreements between Altisource Solutions, Inc., a Delaware corporation, on
the one hand, and each of Scott M. Stern, Timothy C. Stern, and Barry O. Sandweiss, on the other hand, the forms of which are attached hereto as Exhibit H-
1, Exhibit H-2, and Exhibit H-3, respectively.

          “Equity Rights” — means (a) all plans or agreements permitting the issuance of the equity securities of the Company, (b) options to acquire the equity
securities of the Company, (c) securities, warrants, calls, rights, commitments, agreements, arrangements or undertakings of any kind to which the Company
is a party or by which they are bound obligating the Company to issue, sell, redeem or otherwise acquire equity securities of the Company, and (d) other
rights to acquire equity securities of the Company that are valued in whole or in part by reference to the equity securities of the Company or that may be
settled in the equity securities of the Company.

          “ERISA” — as defined in Section 3.6(b)(i).

          “Escrow Agent” — means Bank of New York Mellon Trust Company.

          “Facility” or “Facilities”— any plant, structure, improvement, land or other real property, whether owned, leased or otherwise, of the Company.

          “Final Adjustment Schedule” — as defined in Section 2.6(b)(ii).

          “Financial Investors” — means each of the following Sellers: The Thomas A. Stern Revocable Trust; Evan Hackel; and Paramount Bond & Mortgage
Co., Inc.

          “Financial Statements” — as defined in Section 3.9.

          “Fundamental Representations” — means those representations and warranties of the Sellers and the Management Owners contained in Section 3.5
[Taxes] and Section 3.6 [Employee Benefits].

          “Funds Flow and Settlement Statement” — means the Funds Flow and Settlement Statement dated as of the Closing Date and entered into by and
among the Parties, with regard to any adjustments to, and the payment of, the Purchase Price.

          “GAAP” — United States generally accepted accounting principles, consistently applied, as in effect on the date hereof.

          “General Escrow Amount” — as defined in Section 8.7.

          “Good Faith Efforts” — the efforts that a prudent Person desirous of achieving a result would use in similar circumstances to ensure that such result is
achieved as reasonably expeditiously as possible.

 



 

          “Governmental Authorization” — any approval, consent, license, permit, waiver, or other authorization issued, granted, given, or otherwise made
available by or under the authority of any Governmental Body or pursuant to any Legal Requirement.

          “Governmental Body” — any federal, state, local, municipal, foreign, or other government, or governmental or quasi-governmental authority of any
nature (including any governmental agency, branch, department, official, or entity and any court or other tribunal).

          “Gross Revenue” — means gross revenue, as determined in accordance with GAAP.

          “Indebtedness” — (i) all indebtedness for borrowed money or for the deferred purchase price of property or services (including, without limitation,
reimbursement and all other obligations with respect to surety bonds, letters of credit and bankers’ acceptances, whether or not matured), including the current
portion of such indebtedness, but excluding trade payables incurred by the Company in the Ordinary Course, (ii) all obligations evidenced by notes, bonds,
debentures or similar instruments, and (iii) all capital lease obligations; it being acknowledged that Indebtedness does not include operating lease obligations.

          “Indemnity Escrow Agreement” — means the Escrow Agreement dated as of the Closing Date, entered into by and among the Purchaser, the Sellers,
and the Escrow Agent with respect to the indemnification obligations of the Sellers and the Management Owners under Section 8 of this Agreement, the form
of which is attached hereto as Exhibit D-1.

          “Intellectual Property Assets” — the term “Intellectual Property Assets” includes:

          (i) the name, all fictional business names, trade names, styles, registered and unregistered trademarks, service marks, and trademark applications of the
Company (collectively, “Marks”);

          (ii) all patents, patent applications, and inventions and discoveries that may be patentable of the Company (collectively, “Patents”);

          (iii) all copyrights in both published works and unpublished works of the Company (collectively, “Copyrights”);

          (iv) all confidential know-how, trade secrets, confidential information, confidential technical information, confidential data, confidential process
technology, confidential plans, confidential drawings, and confidential blue prints owned, used, or licensed by the Company (collectively, “Trade Secrets”);

          (v) all computer programs (source code or object code) owned by the Company (collectively, “Owned Software”);

          (vi) all license agreements covering computer programs (source code or object code) licensed to the Company by a third party, whether as integrated or
bundled with any of the computer programs of the Company or as a separate stand-alone product (including any off-the-

 



 

shelf computer program licensed under a shrink-wrap license) (collectively, “Licensed Software”);

          (vii) all Internet domain names (“Domain Names”);

          (viii) all other proprietary rights of the Company; and

          (ix) all copies and tangible embodiments of the foregoing (in whatever form or medium).

          “IRC” — the Internal Revenue Code of 1986, as amended, or any successor law, and regulations issued by the IRS pursuant to the Internal Revenue
Code of 1986, as amended, or any successor law.

          “IRS” — the United States Internal Revenue Service and, to the extent relevant, the United States Department of the Treasury and, to the extent
relevant, the counterpart agencies of other countries.

          “Knowledge” — with respect to the Sellers and/or the Management Owners shall mean the actual or constructive knowledge as of the date hereof of
the Management Owners. Constructive knowledge shall be that which a prudent individual would be expected to discover or otherwise become aware of such
fact or other matter in the course of conducting a reasonable investigation concerning the existence of such fact or other matter.

          “Legal Requirement” — any federal, state, local, municipal, foreign, international, multinational, or other administrative order, constitution, law,
decree, code, ordinance, principle of common law, rule, regulation, statute, or treaty.

          “Liability” — any liability (whether known or unknown, whether asserted or unasserted, whether absolute or contingent, whether accrued or
unaccrued, whether liquidated or unliquidated, and whether due or to become due), including any liability for Taxes.

          “Management Owners” — as defined in the first paragraph of this Agreement.

          “Management Trusts” — means each of the following Sellers: Scott M. Stern Revocable Trust; Timothy C. Stern, Revocable Trust; and Barry O.
Sandweiss Revocable Trust.

          “Measurement Period” — means, respectively, (i) the period commencing at 12:00 AM Eastern Time on the date of the PIA, and ending at 11:59 PM
Eastern Time on the first anniversary of the date of the PIA, (ii) the period commencing at 12:00 AM Eastern Time on the first day following the first
anniversary of the date of the PIA, and ending at 11:59 PM Eastern Time on the second anniversary of the date of the PIA, and (iii) the period commencing at
12:00 AM Eastern Time on the first day following the second anniversary of the date of the PIA, and ending at 11:59 PM Eastern Time on the third
anniversary of the date of the PIA.

          “Net Income” — means (x) net income, less (y) the amount of all PIA Payments calculated and payable to each of the Management Owners hereunder
during the Measurement Period in which net income is calculated, as determined in accordance with GAAP.

 



 

          “Net Revenues” — means net revenues received by the Company following the Closing pursuant to the terms of the PIA, as determined in accordance
with GAAP; provided, that net revenues (i) shall be calculated using the accrual method of accounting, it being acknowledged that reserves and write-downs
shall be deducted for the purpose of calculating Net Revenues, and (ii) shall include only net revenues related to the Company’s pro-rata portion of the
amount of the improved loan sale execution achieved for the Company’s Cooperative Members (it being acknowledged that all other net revenues under the
PIA shall be excluded from the calculation of Net Revenues).

          “Net Working Capital” — with respect to the Company, the excess of current assets (excluding the current portion of any amounts paid or payable to
the Company pursuant to the Titleserv Settlement, and excluding any cash or cash equivalents paid or distributed to any Seller prior to the Effective Time)
over current liabilities (excluding the current portion of long-term Indebtedness), in each case (x) determined in accordance with GAAP, and (y) incurred in
the Ordinary Course.

          “Noncompete Payment” — as defined in Section 2.2.

          “Notice of Disagreement with PIA Statement” — as defined in Section 5.6(e).

          “Notice of Disagreement with Price Adjustment” — as defined in Section 2.6(c).

          “Operational Representations” — means those representations and warranties of the Sellers and the Management Owners contained in Section 3 of
this Agreement which are not Ultra-Fundamental Representations or Fundamental Representations.

          “Order” — any award, decision, injunction, judgment, order, ruling, subpoena, or verdict entered, issued, made, or rendered by any court,
administrative agency, or other Governmental Body or by any arbitrator.

          “Ordinary Course” — an action taken by the Company will be deemed to have been taken in the “Ordinary Course” only if such action is consistent
with the past practices of the Company and is taken in the ordinary course of the normal day-to-day operations of the Company.

          “Organizational Documents” — means (a) the articles or certificate of incorporation of, the bylaws of, and any shareholder agreement relating to, a
corporation; (b) the partnership agreement and any statement of partnership of a general partnership; (c) the limited partnership agreement and the certificate
of limited partnership of a limited partnership; (d) the articles or certificate of formation and operating agreement of a limited liability company; (e) any trust
agreement adopted in connection with any trust; and (f) any amendment to any of the foregoing.

          “Party” and “Parties” — as defined in the first paragraph of this Agreement.

          “PBGC” — as defined in Section 3.6(b).

 



 

          “Pension Benefit Plan” — as defined in Section 3.6(q).

          “Person” — any individual, corporation (including any non-profit corporation), general or limited partnership, limited liability company, joint venture,
estate, trust, association, organization, labor union, or other entity or Governmental Body.

          “PIA” — means a preferred investor agreement executed by the Company and either Bank of America or Wells Fargo (whichever occurs first, but not
both), which contains terms and conditions which are materially consistent with preferred investor agreements executed by the Company prior to Closing
with similarly-situated clients.

          “PIA Payments” — as defined in Section 5.6(a).

          “PIA Statement” — as defined in Section 5.6(d).

          “Price Adjustment” — as defined in Section 2.6(a).

          “Proceeding” — any action, arbitration, audit, hearing, charge, investigation, litigation, or suit (whether civil, criminal, administrative, investigative, or
informal) commenced, brought, conducted, or heard by or before, or otherwise involving, any Governmental Body or arbitrator.

          “Purchase Price” — as defined in Section 2.2.

          “Purchase Price Allocation” — as defined in Section 2.7.

          “Purchaser” — as defined in the first paragraph of this Agreement.

          “Purchaser Indemnified Person” — as defined in Section 8.2.

          “Purchaser SEC Reports” — as defined in Section 4.5.

          “Put Escrow Agreement” — means the Put Right Escrow Agreement dated as of the Closing Date, entered into by and among the Purchaser, the
Management Trusts, and the Escrow Agent with respect to certain of the obligations of the Purchaser under the Put Option Agreement, the form of which is
attached hereto as Exhibit D-2.

          “Put Option Agreement” — means that certain Put Option Agreement by and among the Purchaser and the Management Trusts, the form of which is
attached hereto as Exhibit E-2.

          “Put Pledge Agreement” — means that certain pledge and security agreement by the Purchaser in favor of the Management Trusts, and acknowledged
by the Company and Scott M. Stern, as collateral agent, with respect to the Purchaser’s obligations arising under the Put Option Agreement, the form of
which is attached hereto as Exhibit G.

          “Put Security Agreement” — means that certain security agreement by the Company in favor of the Management Trusts, and acknowledged by Scott
M. Stern as collateral

 



 

agent, with respect to the Purchaser’s obligations arising under the Put Option Agreement, the form of which is attached hereto as Exhibit F.

          “Related Person” — means with respect to a particular individual: (a) each other member of such individual’s Family; (b) any Person that is directly
or indirectly controlled by such individual or one or more members of such individual’s Family; (c) any Person in which such individual or members of such
individual’s Family hold (individually or in the aggregate) a Material Interest; and (d) any Person with respect to which such individual or one or more
members of such individual’s Family serves as a director, manager, officer, partner, executor, or trustee (or in a similar capacity). With respect to a specified
Person other than an individual: (A) any Person that directly or indirectly controls, is directly or indirectly controlled by, or is directly or indirectly under
common control with such specified Person; (B) any Person that holds a Material Interest in such specified Person; (C) each Person that serves as a director,
manager, officer, partner, executor, or trustee of such specified Person (or in a similar capacity); (D) any Person in which such specified Person holds a
Material Interest; (E) any Person with respect to which such specified Person serves as a general partner or a trustee (or in a similar capacity); and (F) any
Related Person of any individual described in clause (B) or (C).

          For purposes of this definition, (a) the “Family” of an individual includes (i) the individual, (ii) the individual’s spouse, (iii) any other natural person
who is related to the individual or the individual’s spouse within the second degree, and (iv) any other natural person who resides with such individual, and
(b) “Material Interest” means direct or indirect beneficial ownership (as defined in Rule 13d-3 under the Securities Exchange Act of 1934, as amended) of
voting securities or other voting interests representing at least 10% of the outstanding voting power of a Person or equity securities or other equity interests
representing at least 10% of the outstanding equity securities or equity interests in a Person.

          “Release Agreement” — means each of those certain mutual release agreements by the Company, each of the Sellers and each of the Management
Owners, the form of which is attached hereto as Exhibit I.

          “Representative” — with respect to a particular Person, any director, manager, officer, employee, agent, consultant, advisor, or other representative of
such Person, including legal counsel, accountants, and financial advisors.

          “Required Approvals” — each matter, and each approval from each Person, specifically identified in Exhibit C.

          “Restricted Stock” — means shares of common Stock of the Purchaser issued as part of the Stock Payment hereunder, which are not Unrestricted
Stock.

          “Rights Agreement” — means that certain Rights Agreement by and among the Purchaser and the Sellers receiving the Stock Payment at Closing, the
form of which is attached hereto as Exhibit E-1.

          “SEC” — means the United States Securities and Exchange Commission.

          “Security Interest” — means any charge, claim, community property interest,

 



 

equitable interest, encumbrance, mortgage, lien, option, pledge, security interest, right of first refusal, or restriction of any kind, including any restriction on
use, voting, transfer, receipt of income, or exercise of any other attribute of ownership other than restrictions pursuant to applicable securities laws.

          “Seller Indemnified Person” — as defined in Section 8.3.

          “Seller Representative” — means Scott M. Stern, who as a result of the due authorization of this Agreement by the Sellers and the Management
Owners, has been appointed by the Sellers and the Management Owners for the purpose of acting on behalf of the Sellers and the Management Owners with
respect to the transactions contemplated by this Agreement, and making decisions with respect to indemnity claims and amendments to the Agreement or any
ancillary agreements.

          “Sellers” — as defined in the first paragraph of this Agreement.

          “Shares” — means one hundred percent (100%) of the issued and outstanding limited liability company interests of the Company.

          “Springhouse” — means Springhouse, LLC, a Missouri limited liability company.

          “Stock Payment” — as defined in Section 2.2.

          “Straddle Period” — as defined in Section 5.2(a).

          “Submitting Person” — as defined in Section 9.4(a).

          “Tax” — means all tax (including, but not limited to, income tax, payroll tax, capital gains tax, tax imposed under IRC Section 1374, value added tax,
excise tax, sales tax, property tax, escheat tax, or unclaimed property tax), levy, assessment, tariff, duty (including, but not limited to, customs duty),
deficiency or other fee and any related charge or amount (including, but not limited to, fine, penalty and interest) imposed, assessed or collected by or under
the authority of any Governmental Body.

          “Tax Contest” — as defined in Section 5.2(c)(i).

          “Tax Item” — means any item of income, gain, loss, deduction, credit, recapture of credit or any other item that increases or decreases Taxes paid or
payable.

          “Tax Return” — means any return (including, but not limited to, any information return), report, statement, schedule, notice, form, or other document
or information filed with or submitted to, or required to be filed with or submitted to, any Governmental Body in connection with the determination,
assessment, collection, or payment of any Tax or in connection with the administration, implementation, or enforcement of or compliance with any Legal
Requirement relating to any Tax.

          “Territory” — means the United States of America.

 



 

          “Titleserv Proceeding” — means that certain action styled The Mortgage Partnership of America v. Titleserv, Inc., Cause No. 08SL-CC03387, in the
Circuit Court of St. Louis County, Missouri.

          “Titleserv Settlement” — means any Contract entered into between or on behalf of the Company and Titleserv, Inc., and/or its designated agent, either
before, on, or after the Closing, which is in respect to the settlement or dismissal of the Titleserv Proceeding.

          “Total Consideration” — means the sum of the Purchase Price, plus the aggregate amount of all PIA Payments.

          “Transaction Documents” — means each of this Agreement, the Indemnity Escrow Agreement, the Put Escrow Agreement, the Rights Agreement,
the Put Option Agreement, the Put Security Agreement, the Put Pledge Agreement, each Employment Agreement, each Release Agreement, the Collateral
Agency Agreement, the Conveyancing Documents, and each other document, instrument, and certificate delivered in connection with the transfer of Shares.

          “Transfer Taxes” — as defined in Section 9.18.

          “Ultra-Fundamental Representations” — means those representations and warranties of the Sellers and the Management Owners contained in
Section 3.1 [Organization and Good Standing], Section 3.2 [Authority; No Conflict], Section 3.3 [Title to Properties; Capitalization of the Company; Security
Interests], Section 3.18 [Brokers or Finders], and Section 3.19 [Sophistication of Investors; Access to Information].

          “Unrestricted Stock” — means shares of common Stock of the Purchaser issued as part of the Stock Payment hereunder, which are not subject to any
restriction pursuant to the terms of the Transaction Documents other than the restriction on the volume of shares which may be sold and applicable restrictions
arising under securities Legal Requirements. Without limiting the foregoing, the Unrestricted Stock will be lettered stock and must be held for six (6) months
after the Closing Date and will be subject to applicable limitations pursuant to Rule 144 promulgated under the Securities Act of 1933, as amended.

          “Working Capital Target” — means Zero Dollars ($0.00).
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Exhibit 10.13

FORM OF
PUT OPTION AGREEMENT

     This PUT OPTION AGREEMENT (the “Agreement”) is dated as of February          , 2010 by and among Altisource Portfolio Solutions S.A., an entity
organized under the laws of Luxembourg (the “Company”), and                                          (the “Management Trust”).

     WHEREAS, the Company, the Management Trust and other parties thereto are parties to the Purchase Agreement; and

     WHEREAS, pursuant to the terms of the Purchase Agreement, the Company has agreed to issue shares of Common Stock to the Management Trust and to
enter into this Agreement granting certain put rights with respect to 157,613 shares of such Common Stock (the “Put Eligible Shares”) on the terms and
subject to the conditions set forth herein; and

     WHEREAS, the Management Trust has agreed to certain transfer restrictions on the disposition of the Common Stock as set forth herein and in the Rights
Agreement.

     NOW, THEREFORE, in consideration of the mutual covenants herein contained and other valuable consideration, the receipt and sufficiency of which is
hereby acknowledged, the parties hereto hereby agree as follows:

     1. Certain Definitions.

     As used in this Agreement, the following terms shall have the following meanings:

     “Affiliate” shall mean, with respect to any Person, any direct or indirect subsidiary of such Person and any other Person directly or indirectly controlling,
controlled by, or under common control with such Person. As used in this definition, “control” (including with correlative meanings, “controlled by” and
“under common control with”) means possession, directly or indirectly, of the power to direct or cause the direction of management or policies, or the power
to appoint and remove a majority of the board or other governing body (whether through ownership of securities or partnership or other ownership interests,
by contract or otherwise), of a Person.

     “Agreement” shall have the meaning set forth in the opening paragraph.

     “Anniversary Date” shall mean the first Business Day subsequent to each anniversary of the date of the closing of the transactions contemplated by the
Purchase Agreement.

     “Business Day” shall mean a day other than a Saturday, Sunday or other day on which commercial banks in St. Louis, Missouri are authorized or required
by Law to remain closed. Any event the scheduled occurrence of which would fall on a day that is not a Business Day shall be deferred until the next
succeeding Business Day.

     “Change in Control” with respect to any company shall occur upon (A) the closing of the sale, conveyance, lease, license, transfer or other disposition of
all or substantially all of such

 



 

company’s assets, property or business to any Person or “group” (within the meaning of Section 13(d) or 14(d) of the 1934 Act), (B) the consummation of a
merger or consolidation of such company with or into another entity (except a merger or consolidation in which the holders of voting securities of such
company immediately prior to such merger or consolidation continue to hold at least 50% of the voting securities of the surviving entity after the transaction),
or (C) the closing of the transfer of such company’s securities (whether by merger, consolidation or otherwise), in one transaction or a series of related
transactions, to any Person or “group”, if after such closing, such Person or “group” would hold more than 50% of the outstanding voting securities of such
company (or the surviving entity); provided, however, that no Change in Control shall occur under subsections (A), (B) or (C) if 50% or more of the
outstanding voting securities of such Person or “group” that acquires such assets, property, business or securities or that is a party to such merger or
consolidation is owned, directly or indirectly, by a Person or a “group” that owns, directly or indirectly, a majority of the voting securities of such company.
Without limiting the applicability of the forgoing and by example only, a Change in Control with respect to MPA would not occur after the date hereof upon
the transfer of the assets or equity of MPA to any entity of which the Company owns, directly or indirectly, at least 50% of the outstanding voting securities of
such entity.

     “Common Stock” shall mean the Company’s common stock, par value $1.00 per share, and any securities into which such shares may hereinafter be
reclassified.

     “Company” shall have the meaning set forth in the opening paragraph.

     “Excluded Members” shall have the meaning set forth in Section 2(d) of the Agreement.

     “Indemnity Escrow Agreement” shall have the meaning set forth in Section 2(b) of the Agreement.

     “MPA” shall mean The Mortgage Partnership of America, L.L.C., a Missouri limited liability company.

     “Net Payment” shall have the meaning set forth in Section 2(c) of the Agreement.

     “Notice of Objection” shall have the meaning set forth in Section 2(e) of the Agreement.

     “Person” shall mean any individual, corporation, partnership, limited liability company, firm, joint venture, association, joint-stock company, trust,
unincorporated organization, governmental authority or other entity.

     “Purchase Agreement” shall mean the Purchase and Sale Agreement, dated the date hereof, by and among the Company, the Management Trust and any
other parties identified on the signature pages thereto, as such agreement may be amended from time to time after the date hereof.

     “Put” shall have the meaning set forth in Section 2 of the Agreement.

     “Put Eligible Shares” shall have the meaning set forth in the Recitals to this Agreement.
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     “Put Failure” shall have the meaning set forth in Section 2(f) of the Agreement.

     “Put Failure Escrow” shall mean the amount held in escrow pursuant to the Put Right Escrow Agreement.

     “Put Notice” shall have the meaning set forth in Section 2(a) of the Agreement.

     “Put Obligation” shall have the meaning set forth in Section 2(a) of the Agreement.

     “Put Purchase Price” shall have the meaning set forth in Section 2(a) of the Agreement.

     “Put Right Escrow Agreement” shall mean the Put Right Escrow Agreement dated as of the date hereof by and among the Company, each management
owned trust and the escrow agent.

     “Redemption” shall have the meaning set forth in Section 2(c) of the Agreement.

     “Registration Statement” shall mean any registration statement of the Company filed with the SEC under the 1933 Act that covers the resale of any of the
Shares, amendments and supplements to such registration statement, including post-effective amendments, all exhibits and all material incorporated by
reference or deemed to be incorporated by reference in such registration statement.

     “Rights Agreement” shall mean the Rights Agreement dated as of the date hereof by and between the Company and the Management Trust and any other
parties identified on the signature pages thereto.

     “SEC” shall mean the U.S. Securities and Exchange Commission.

     “Shares” shall mean the total shares of Common Stock initially issued pursuant to the Purchase Agreement and held by the Management Trust and any
permitted assignees to which shares have been transferred.

     “Threshold Insider Sale Amount” shall have the meaning set forth in Section 3(a)(ii) of the Agreement.

     “Top 20 Members” shall mean twenty (20) members of MPA and shall include the following members: (x) the fifteen members of MPA who have been
both members of MPA during each of the last 24 consecutive months and were the fifteen highest revenue generators for MPA in the prior calendar year; and
(y) five other members of MPA not listed in (x) above that the Company and the Management Owner mutually agree are members that are integral to the
overall success of MPA regardless of revenue. The initial Top 20 Members shall be scheduled as of the entering into of this Agreement on Schedule 1,
attached hereto, and such Top 20 Members shall be redetermined as of each Anniversary Date subject to the mutual agreement of the Company and the
Management Owner; provided, however, the initial Top 20 Members and subsequent Top 20 Members shall be subject to changes caused as a result of a
member becoming an Excluded Member, as described in Section 2(d)(ii). To the extent the parties are to
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mutually agree on the five other members, such parties agree to be reasonable in determining the five other members without delay or intent to hinder the
process.

     “1933 Act” shall mean the Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder.

     “1934 Act” shall mean the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder.

     2. Put Rights

          (a) Grant of Right. The Management Trust shall have the right on each Anniversary Date through the fourth Anniversary Date, subject to the limitations
set forth below, to require the Company to redeem (the “Put”) up to 25% of the Put Eligible Shares (the “Put Obligation”); provided, however, that, to the
extent the Management Trust sells or otherwise disposes of any Shares during the preceding 12-month period, the number of Put Eligible Shares eligible to be
Put to the Company on the subsequent Anniversary Date shall be reduced by the number of Shares so sold or otherwise disposed during such preceding 12-
month period. For purposes of the above sentence and this Agreement, to the extent any Shares are transferred to successors or assigns as described in Section
4(c) herein, then such Shares shall not be treated as “sold or otherwise disposed of” in the above definition. The Management Trust may exercise its Put right
independently of any other Person. The price per share under the Put Obligation shall be US$16.84 as equitably adjusted for any stock splits, reverse stock
splits, stock dividends, reorganizations, recapitalization or other similar corporate events following the date hereof (the “Put Purchase Price”). The
Management Trust must provide an irrevocable notice to the Company of its desire to exercise its Put on or before the relevant Anniversary Date (a “Put
Notice”). Except in the event of death or transfer to the grantor of the revocable trust, the rights pursuant to this Section 2 shall not be transferrable by the
Management Trust without the Company’s prior written consent.

          (b) Shares Ineligible for Put. No Share owned by the Management Trust shall be subject to the Put Obligation that: (i) is held in escrow pursuant to the
Indemnity Escrow Agreement (the “Indemnity Escrow Agreement”); or (ii) is eligible for sale by the Management Trust pursuant to Section 3(b)(i) of this
Agreement; or (iii) was eligible to be Put under the Put Obligation on any prior Anniversary Date (collectively, “Ineligible Shares”), and such Put right with
respect to such Share shall be forfeited. It is understood and agreed that Ineligible Shares shall be included as part of the initial calculation of the total Shares
eligible for the Put and further described in Section 2(b) above. Notwithstanding the foregoing, for purposes of calculating the total number of Put Eligible
Shares subject to the Put Obligation, any Shares held in escrow pursuant to the Indemnity Escrow Agreement that are released as a result of a calculation
made on an applicable Anniversary Date, shall not be deemed an “Ineligible Share”.

          (c) Satisfaction of Put Obligation. The Company shall satisfy the Put Obligation by paying to the Management Trust an amount equal to the number of
Shares that are Put to the Company by the Management Trust multiplied by either (i) the Put Purchase Price (a “Redemption”) or (ii) the amount by which the
Put Purchase Price exceeds the average closing price of the Common Stock for the ten trading days preceding the most recent Anniversary Date
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(a “Net Payment”); provided that if the Company elects to make a Net Payment, the Management Trust shall retain the Shares subject to the Put. Such
payment shall be by wire transfer or other immediately available funds to a bank or other account designated by the Management Trust, which bank or other
accounts were designated in writing by the Management Trust to the Company at least two (2) Business Days prior to such payment date by the Company.
The Company’s election of method to satisfy the Put Obligation shall be in its sole discretion, may vary among Anniversary Dates and may vary among the
other Persons exercising the Put. If the Company elects Redemption, the Management Trust shall deliver to the Company within 30 days after the applicable
Anniversary Date assignments of stock or similar documentation as might be required by the Company’s transfer agent to effect the transfer of ownership of
such Shares Put to the Company. The Company shall deliver to the Management Trust the funds necessary to satisfy the Redemption or Net Payment, as
applicable, within 45 days after the applicable Anniversary Date.

          (d) Conditions Precedent to Put Obligation. The Put Obligation shall terminate:

               (i) If the employment with the Company or one of its Affiliates of                                          (“Management Owner”) is terminated by the Company
based solely upon a felony conviction or the Management Owner resigns for other than “good reason” (as defined in the Management Owner’s employment
agreement). Notwithstanding the foregoing, if the Management Owner’s employment is terminated for other than a felony conviction, or the Management
Owner resigns for “good reason,” dies or becomes permanently disabled, the Management Owner will retain the rights under the Put Obligation.

               (ii) With respect to the Shares that may be Put to the Company as of any Anniversary Date if either (A) 80% of the Top 20 Members of the Best
Mortgage Cooperative, Inc. (the “Cooperative”) during the prior twelve months determined as of the date hereof, and determined on each Anniversary Date,
respectively, are not members of the Cooperative on the subsequent Anniversary Date, provided, however, that the Top 20 Members shall be determined after
excluding those members of the Cooperative that are (x) acquired in an arm’s length transaction by an unaffiliated third party, (y) asked by the Company to
resign as a member due to failure to follow a management directive, or (z) who cease operations (each, an “Excluded Member”) or (B) the overall number of
members of the Cooperative fails to grow annually on a cumulative basis, after exclusion of the Excluded Members for all prior twelve (12) month periods.
By way of example, if a Top 20 Member as of the date hereof ceased operations as of the first Anniversary Date, then such member would not be counted as a
Top 20 Member in such calculation set forth in Section 2(d)(ii)(A) above and such member would be replaced by the next member on the list of members that
would otherwise qualify as a potential Top 20 Member and did not become an Excluded Member as a result of a subsequent event in the succeeding
12 months.

               (iii) If the conditions set forth in Section 2(d)(ii)(A) are not satisfied as of an applicable Anniversary Date, the Management Trust shall forfeit its Put
right with respect to such Anniversary Date, but the Management Trust may exercise its Put right with respect to a successive Anniversary Date (through the
fourth Anniversary Date), if the other conditions set
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forth in Section 2(d)(ii)(A) and otherwise contained in this Agreement are satisfied for such subsequent Anniversary Date.

          (e) Dispute Resolution. If the Management Trust submits a Put Notice with respect to Shares that the Company disputes are eligible to be Put because
such Share is ineligible to be Put under Section 2(b) or one or more conditions precedent to the Put Obligation under Section 2(d) are not satisfied, then the
Company shall provide a “Notice of Objection” to such Management Trust by the tenth (10th) Business Day following the Company’s receipt of the
applicable Put Notice. The Company’s failure to provide timely a Notice of Objection shall be deemed an acceptance by the Company of the Put Notice and
upon such failure, with respect to such Put Notice only, then the following shall occur (i) the conditions precedent under Section 2(d) shall automatically be
deemed satisfied, (ii) the Company shall have waived its right to object under the Put Failure Escrow and (iii) Section 2(d) shall not be applicable. The Notice
of Objection shall contain information sufficient to support the Company’s objection. The Company and the Management Trust shall attempt to resolve the
dispute during the successive 10-Business Day period, after which either party may submit the dispute to binding arbitration to be conducted in Indianapolis,
Indiana, or such other location mutually agreed to by the Company and the Management Trust with whom an unresolved objection remains. The arbitration
shall be governed by the Commercial Arbitration Rules of the American Arbitration Association and decided by a panel of three impartial and independent
arbitrators. The Management Trust shall select one arbitrator; the Company shall select one arbitrator; and the two selected arbitrators shall select the third
arbitrator within 15 days of the day the last of the two arbitrators is selected. If the two arbitrators cannot agree on the third arbitrator, the third arbitrator shall
be selected pursuant to the Commercial Arbitration Rules of the American Arbitration Association. Within 45 days of the date of submission of the matter(s)
to binding arbitration, the arbitrators shall convene a preliminary hearing to determine the schedule for the arbitration, including the date of the arbitration
hearing which shall be conducted as expeditiously as possible after the demand for arbitration and in any event within 120 days after the submittal of the
matter(s) to arbitration, unless otherwise agreed to by the parties thereto. The award rendered by the arbitrators shall be final, non-appealable and binding on
all parties, and judgment may be entered upon it by any court of competent jurisdiction.

          (f) Put Failure. In the event the conditions precedent under Section 2(d) are deemed to have been satisfied, either automatically or as determined by
binding arbitration, and the Shares Put to the Company are Put Eligible Shares, and the Company then fails to duly satisfy a Put Obligation within the next
five Business Days (each, a “Put Failure”), the following rights and remedies will be available to the Management Trust in addition to the Management Trust
having the right to enforce its rights under any other agreement and pursue any other rights and remedies available to the Management Trust at law or in
equity including, but not limited to, seeking specific performance (subject to the case of (i) and (ii) below of the Management Trust’s compliance with its
share transfer obligations under Section 2(c)):

               (i) that amount of the Put Failure Escrow required to satisfy such Put Obligation would be released to the Management Trust; and

               (ii) any non-compete and non-poaching obligations of the Management Trust and Management Owner would be eliminated in the Purchase
Agreement,
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such Management Owner Employment Agreement and any other Transaction Documents (as defined in the Purchase Agreement) (unless the parties
otherwise agree in writing), and all Shares held by the Management Trust would fully vest and immediately become Unrestricted Stock (as defined in the
Purchase Agreement) if such stock were previously Restricted Stock (as defined in the Purchase Agreement); and

               (iii) all transfer restrictions imposed by this Agreement or imposed by the Rights Agreement on all Shares of the Management Trust shall terminate,
and all Shares of the Management Trust shall fully vest.

          (g) Funding of Put Right Escrow Agreement. The Company shall deposit a total of $1,063,896 in cash into escrow pursuant to the Put Right Escrow
Agreement, which shall satisfy the Company’s obligation to fund such escrow with respect to the Management Trust and all other parties to the Put Right
Escrow Agreement and shall be deposited in 12 monthly installments of $88,658 on the first Business Day of each calendar month following the closing of
the transactions contemplated by the Purchase Agreement.

     3. Transfer Restrictions.

          (a) Volume Limitations.

               (i) Until the fourth Anniversary Date, after the Shares are transferrable pursuant to an effective Registration Statement or otherwise not subject to
volume limitations imposed by the 1933 Act, the Management Trust may only sell up to 25% of the shares of Restricted Stock (as defined in the Purchase
Agreement) received by the Management Trust (excluding any shares of Restricted Stock then held pursuant to the Indemnity Escrow Agreement) during any
twelve-month period ending on an Anniversary Date.

               (ii) The number of Shares that may be sold by the Management Trust will be increased (subject to any federal or state securities laws) if the Insider
Shareholders (defined as William B. Shepro, Robert D. Stiles and Kevin J. Wilcox) sell, a weighted average based on holdings of each such Insider
Shareholder on the date hereof or such Anniversary Date as appropriate, during the applicable twelve-month period ending on an Anniversary Date more than
25% of the Company shares (excluding shares acquired pursuant to any Company incentive compensation program) that they own as of the date hereof or the
immediately preceding Anniversary Date, as applicable (the “Threshold Insider Sale Amount”). If sales by the Insider Shareholders during any twelve-month
period ending on an Anniversary Date exceed the Threshold Insider Sale Amount, then the Management Trust may sell, during the next applicable twelve-
month period ending on the subsequent Anniversary Date only, a number of additional Shares not to exceed the absolute percentage of total shares sold by the
Insider Shareholders in excess of 25%. Any increase in the number of Shares eligible for sale by the Management Trust pursuant to this subsection shall not
increase the number of Shares subject to the Put Obligation. If the Management Trust elects to sell Shares that become transferrable pursuant to this
subsection, the Management Trust must give the Company ten Business Days’ notice, and the Company may elect to redeem such Shares within five
Business Days at the then market price.
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               (iii) Notwithstanding anything to the contrary in this Agreement, Section 3(a)(i) of this Agreement shall not be applicable to any Shares held by a
Management Trust that were eligible to be sold under Section 3(a)(i) during the twelve-month period ending on any prior Anniversary Date but were not sold
by such Management Trust.

          (b) Vesting.

               (i) If at any time after the second Anniversary Date, shares of Common Stock reach or exceed at closing a price of $45.00 per share (as adjusted for
any stock splits, stock dividends or recapitalizations following the date hereof) for thirty (30) consecutive trading days, all Shares shall fully vest with such
holder and all transfer restrictions imposed by this Agreement and all rights under Section 2(a) shall terminate.

               (ii) All transfer restrictions imposed by this Agreement on all Shares of the Management Trust shall terminate and all Shares and all rights under
Section 2(a) of the Management Trust shall fully vest (resulting, without limitation, in the Management Trust having the right to Put, and the associated Put
Obligation covering up to, 100% of the Put Eligible Shares received by the Management Trust pursuant to the Purchase Agreement less the number of
Ineligible Shares) upon (i) a Change in Control of the Company or MPA and (ii) the occurrence of one of the following events within six (6) months from the
date of such Change in Control: (A) the Management Owner has his responsibilities significantly reduced, his employment is terminated without “cause” (as
defined in the Management Owner’s employment agreement), or the Management Owner resigns from the Company for “good reason” (as defined in the
Management Owner’s employment agreement) or (B) the business of MPA is discontinued by the Person or “group” that is the successor to the Company
after the Change in Control.

     4. Miscellaneous.

          (a) Notices. All notices, consents, waivers, and other communications under this Agreement must be in writing and will be deemed to have been duly
given when (i) delivered by hand (with written confirmation of receipt), (ii) sent by telecopier (with written confirmation of receipt), or (c) when received by
the addressee, if sent by a nationally recognized overnight delivery service (receipt requested), in each case to the appropriate addresses and telecopier
numbers set forth below (or to such other addresses and telecopier numbers as a party may designate by notice to the other Parties):

     If to the Management Trust:
     
    ,  
  

  
 

     
  

  
 

     
  

  
 

  Attention:   
  Telephone:  
  Telecopier:  
  Email:   
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     with a copy to:

Gallop, Johnson & Neuman, L.C.
Interco Corporate Tower
101 S. Hanley Road, Suite 1700
St. Louis, Missouri 63105
Attention: Robert H. Epstein and Richard A. Yawitz
Telephone: (314) 615-6000
Telecopier: (314) 615-6001
Email: rhepstein@gjn.com and rayawitz@gjn.com

     If to the Parent or the Purchaser, to:

Altisource Portfolio Solutions S.A.
2 rue Jean Bertholet
L-1233 Luxembourg
Attention: William B. Shepro and Kevin J. Wilcox
Telephone: +(352) 2469-7902
Telecopier: +(352) 2744-9499
Email: William.Shepro@altisource.lu and Kevin.Wilcox@altisource.lu

     with a copy to:

Bryan Cave LLP
One Atlantic Center, Fourteenth Floor
1201 West Peachtree Street, N.E.
Atlanta, Georgia 30309-3488
Attention: Richard H. Miller and Louis C. Spelios
Telephone: (404) 572-6600
Telecopier: (404) 572-6999
Email: Rick.Miller@BryanCave.com and Lou.Spelios@BryanCave.com

          (b) Construction. Within this Agreement, the singular shall include the plural and the plural shall include the singular, and any gender shall include all
other genders, all as the meaning and the context of this Agreement shall require. The parties 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 and no
presumption or burden of proof shall arise favoring or disfavoring any party by virtue of the authorship of any of the provisions of this Agreement. Any
reference to any federal, state, local, or foreign statute or law shall be deemed also to refer to all rules and regulations promulgated thereunder and any
successor statute or law thereto, unless the context requires otherwise. Unless otherwise expressly provided, the word “including” does not limit the preceding
words or terms.

          (c) Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties and their respective permitted successors and
assigns. Neither this
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Agreement, nor any of the rights hereunder or thereunder, may be assigned by any party, nor may any party delegate any obligations hereunder or thereunder,
without the written consent of the other party hereto or thereto, provided that the Management Trust may, without the consent of the Company and without
affecting the Management Trust’s rights and obligations hereunder, assign the Management Trust’s same rights and obligations under this Agreement to any
of its respective Affiliates or subsidiaries, and to the grantor of such trust’s heirs, to the extent they are transferees of Shares. This Agreement shall not be
construed as giving any Person, other than the parties hereto and their permitted successors, heirs and assigns, any legal or equitable right, remedy or claim
under or in respect of this Agreement or any of the provisions herein contained, this Agreement and all provisions and conditions hereof being intended to be,
and being, for the sole and exclusive benefit of such parties, and their respective permitted successors, heirs and assigns and for the benefit of no other Person
or entity.

          (d) Amendment and Waiver. The parties hereto may amend or modify, or may waive any right or obligation under, this Agreement in any respect,
provided that any such amendment, modification or waiver shall be in writing and executed by each of the Company and the Management Trust. No waiver of
any breach of any provision of this Agreement shall constitute or operate as a waiver of any other breach of such provision or of any other provision hereof,
nor shall any failure to enforce any provision hereof operate as a waiver of such provision or of any other provision hereof.

          (e) Governing Law; Consent to Jurisdiction. This Agreement is made pursuant to, and shall be construed and enforced in accordance with, the laws of
the State of Delaware applicable to contracts executed in and to be performed in that State, irrespective of the principal place of business, residence or
domicile of the parties hereto, and without giving effect to otherwise applicable principles of conflicts of law. Any legal action, suit or proceeding arising out
of or relating to this Agreement (other than as covered by Section 2(e)) shall be instituted, heard and determined exclusively in any federal court or in any
state court located in Wilmington, Delaware, and each party hereto hereby waives any objection which such party may now or hereafter have to the laying of
the venue of any such action, suit or proceeding, and hereby irrevocably and unconditionally submits to the jurisdiction of any such court. Any and all service
of process and any other notice in any such action, suit or proceeding shall be effective against any party hereto if given as provided in Section 4(a) hereof.
Nothing herein contained shall be deemed to affect the right of any party to serve process in any other manner permitted by applicable law.

          (f) Section Headings and Defined Terms. The section headings contained herein are for reference purposes only and shall not in any way affect the
meaning and interpretation of any of the provisions of this Agreement. Except as otherwise indicated, all agreements defined herein refer to the same as from
time to time amended or supplemented or the terms thereof waived or modified in accordance herewith and therewith.

          (g) Severability. If any term or other provision of this Agreement is invalid, illegal or incapable of being enforced by any rule of law or public policy,
all other conditions and provisions of this Agreement shall nevertheless remain in full force and effect so long as the economic or legal substance of the
transactions contemplated hereby is not affected in any manner materially adverse to any party. Upon such determination that any term or other
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provision is invalid, illegal or incapable of being enforced, the parties hereto shall negotiate in good faith to modify this Agreement so as to effect the original
intent of the parties as closely as possible in a mutually acceptable manner in order that the transactions contemplated hereby be consummated as originally
contemplated to the fullest extent possible.

          (h) Counterparts. This Agreement and the other documents required to consummate the transactions contemplated herein may be executed in one or
more counterparts, each of which shall be deemed an original (including facsimile and PDF signatures), and all of which together shall be deemed to be one
and the same instrument. The parties hereto may deliver this Agreement and the other documents required to consummate the transactions contemplated
herein by telecopier machine/facsimile or via e-mail and each party shall be permitted to rely upon the signatures so transmitted to the same extent and effect
as if they were original signatures.

          (i) Entire Agreement. This Agreement supersedes all prior agreements and understandings (written or oral), between the parties with respect to its
subject matter and constitutes (along with the documents referred to in this Agreement and the Purchase Agreement) a complete and exclusive statement of
the terms of the agreement between the parties with respect to its subject matter. This Agreement may not be amended except by a written agreement
executed by each of the parties.

[Remainder of the page is intentionally left blank.]
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     IN WITNESS WHEREOF, the parties have executed this Agreement or caused their duly authorized officers to execute this Agreement as of the date
first above written.
     
 ALTISOURCE PORTFOLIO SOLUTIONS S.A.

  

 By:    
  Name:  
  Title:    
 
 
 THE “MANAGEMENT TRUST”:

  

     
   REVOCABLE TRUST 
     
     
     
  ________________, Trustee  
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Exhibit 21.1

LIST OF SUBSIDIARIES

     The following are subsidiaries of Altisource Portfolio Solutions S.A. as of December 31, 2009 and the jurisdictions in which they are organized.
   
  Jurisdiction of
  Incorporation
Name  or Organization
 

Altisource Solutions S.à.r.l.  Luxembourg
Altisource Asia Holdings, Ltd.  Mauritius

Altisource Business Solutions Private Limited  India
Altisource US Holdings, Inc.  Delaware

Nationwide Credit, Inc.  Georgia
Altisource Solutions, Inc.  Delaware
Altisource US Data, Inc.  Delaware
Altisource Fulfillment Operations, LLC  Florida
Premium Title Services, Inc.  Florida
Real Home Services and Solutions, Inc.  Florida

Western Progressive Trustee, LLC  Delaware
Portfolio Management Outsourcing Solutions, LLC  Florida
Altisource Outsourcing Solutions S.R.L. (99.9% of outstanding stock)  Uruguay
Altisource Holdings, LLC  Delaware

Altisource Outsourcing Solutions S.R.L. (0.01% of outstanding stock)  Uruguay

 



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-161175 on Form S-8 of Altisource Portfolio Solutions S.A. and subsidiaries
(the “Company”) of our report dated March 16, 2010 relating to the 2009 consolidated financial statements and the earnings per share information and related
disclosures included in the 2008 and 2007 consolidated financial statements (which report expresses an unqualified opinion and includes an explanatory
paragraph related to the significant transactions with Ocwen Financial Corporation, a related party) appearing in this Annual Report on Form 10-K of the
Company for the year ended December 31, 2009.

/s/ Deloitte & Touche LLP

Atlanta, Georgia
March 16, 2010

 



Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 333-161175) of our report dated May 12, 2009, except
for the termination of the line of credit maturing July 2011 discussed in Note 10 and the completion of the conversion of Altisource Portfolio Solutions S.à r.l.
into a Luxembourg société anonyme discussed in Note 1, which are as of June 26, 2009, with respect to the combined consolidated balance sheet of
Altisource Solutions S.à r.l. as of December 31, 2008, and the related consolidated statements of income, invested equity, and cash flows for each of the years
in the two-year period ended December 31, 2008 which appears in this Annual Report on Form 10-K of Altisource Portfolio Solutions S.A. for the year ended
December 31, 2009.

/s/ PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP
Fort Lauderdale, Florida
March 16, 2010

 



Exhibit 31.1

CHIEF EXECUTIVE OFFICER CERTIFICATION

I, William B. Shepro, certify that:

1. I have reviewed this annual report on Form 10-K for the year ended December 31, 2009 of Altisource Portfolio Solutions S.A.;
 

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 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:

 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 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

5. The Registrant’s other certifying officer 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 controls
over financial reporting.

Date: March 16, 2010
     
   
 /s/ William B. Shepro   
 William B. Shepro  

 Chief Executive Officer
(Principal Executive Officer)  

 



     

Exhibit 31.2

CHIEF FINANCIAL OFFICER CERTIFICATION

I, Robert D. Stiles, certify that:

1. I have reviewed this annual report on Form 10-K for the year ended December 31, 2009 of Altisource Portfolio Solutions S.A.;
 

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 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:

 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 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

5. The Registrant’s other certifying officer 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 controls
over financial reporting.

Date: March 16, 2010
     
   
 /s/ Robert D. Stiles   
 Robert D. Stiles  

 
Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer) 

 

 



     

Exhibit 32.1

Certification of the Chief Executive 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 Annual Report of Altisource Portfolio Solutions S.A. (the “Company”) on Form 10-K for the year ended December 31, 2009 as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, William B. Shepro, Chief Executive Officer of the Company, certify,
pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my 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 financial condition and results of operations of the Company.

Date: March 16, 2010
     
   
 /s/ William B. Shepro   
 William B. Shepro  

 Chief Executive Officer
(Principal Executive Officer)  

 

 

*  The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of the Report or as a separate
disclosure document.

 



Exhibit 32.2

Certification of the 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 Annual Report of Altisource Portfolio Solutions S.A. (the “Company”) on Form 10-K for the year ended December 31, 2009 as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Robert D. Stiles, Chief Financial Officer of the Company, certify,
pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my 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 financial condition and results of operations of the Company.

Date: March 16, 2010
     
   
 /s/ Robert D. Stiles   
 Robert D. Stiles  

 
Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer) 

 

 

 

*  The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of the Report or as a separate
disclosure document.

 


