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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K
(Mark One)

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2011

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

FOR THE TRANSITION PERIOD FROM                    TO                    

Commission File Number: 001-34354

Altisource Portfolio Solutions S.A.
(Exact name of registrant as specified in its charter)

Luxembourg Not Applicable
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)
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291, Route d�Arlon

L-1150 Luxembourg

Grand Duchy of Luxembourg

(352) 24 69 79 00

(Address and telephone number, including area code, of registrant�s principal executive offices)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock, $1.00 par value NASDAQ Global Select Market

Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  ¨    No  x

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    Yes  ¨    No  x

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate Website, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulations S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  x    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not contained
herein and will not be contained, to the best of the Registrant�s knowledge, in the definitive proxy or information statements incorporated by
reference in Part III of this Form 10-K or any amendment to this Form 10-K. x

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of �large accelerated filer�, �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer x

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Act).    Yes  ¨    No  x

The aggregate market value of the voting stock held by nonaffiliates of the registrant as of June 30, 2011 was $662,418,290 based on the closing
share price as quoted on the NASDAQ Global Market on that day and the assumption that all directors and executive officers of the Company,
and their families, are affiliates. This determination of affiliate status is not necessarily a conclusive determination for any other purpose.

As of January 31, 2012, there were 23,405,123 outstanding shares of the Registrant�s shares of beneficial interest (excluding 2,007,625 shares
held as treasury stock).
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DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant�s Definitive Proxy Statement to be filed subsequent to the date hereof with the Commission pursuant to Regulation 14A
in connection with the registrant�s 2011 Annual Meeting of Stockholders are incorporated by reference into Part III of this Report. Such
Definitive Proxy Statement will be filed with the Securities and Exchange Commission not later than 120 days after the conclusion of the
registrant�s fiscal year ended December 31, 2011.
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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K and certain information incorporated herein by reference contain forward-looking statements within the
�safe harbor� provisions of the Private Securities Litigation Reform Act of 1995. These statements may relate to, among other things, future
events or our future performance or financial condition. Words such as �anticipate�, �intend�, �expect�, �may�, �could�, �should�,
�would�, �plan�, �estimate�, �seek�, �believe� and similar expressions are intended to identify such forward-looking statements.
Forward-looking statements are not guarantees of future performance and involve a number of assumptions, risks and uncertainties that could
cause actual results to differ materially. Important factors that could cause actual results to differ materially from those suggested by the
forward-looking statements include, but are not limited to, the risks discussed in Item 1A of Part 1 �Risk Factors�. We caution you not to place
undue reliance on these forward-looking statements which reflect our view only as of the date of this report. We are under no obligation (and
expressly disclaim any obligation) to update or alter any forward-looking statements contained herein to reflect any change in our expectations
with regard thereto or change in events, conditions or circumstances on which any such statement is based.

PART I

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

ITEM 1. BUSINESS
The Company

Altisource Portfolio Solutions S.A., together with its subsidiaries, is a provider of services focused on high value, technology-enabled,
knowledge-based functions principally related to real estate and mortgage portfolio management, asset recovery and customer relationship
management. We enable our clients to achieve their goals by leveraging our process management, innovative technology, econometrics and
consumer behavior practice and high-quality, cost effective global human resources.

We are publicly traded on the NASDAQ Global Select Market under the symbol ASPS. We were incorporated under the laws of Luxembourg
on November 4, 1999 as Ocwen Luxembourg S.à r.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. On August 10, 2009, we became a stand-alone public company in connection with our
separation from Ocwen Financial Corporation (�Ocwen®�) (the �Separation�). Prior to the date of Separation, our businesses were wholly-owned
subsidiaries of Ocwen.

2011 Achievements

During 2011, we achieved several milestones:

� Recognized revenue of $423.7 million, representing a 41% increase over the year-ended December 31, 2010.

� Recognized Service Revenue of $334.8 million representing a 36% increase over the year-ended December 31, 2010.

� Recognized diluted earnings per share of $2.77 representing a 47% increase over the year-ended December 31, 2010.

� Generated $111.6 million of operating cash flow representing on average $0.33 for every dollar of Service Revenue generated.
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In addition, we sought to strategically deploy cash generated during 2011 to either facilitate long-term growth or return such cash to
shareholders:

� Returned $61.1 million to shareholders through the repurchase of 1.6 million shares under the stock repurchase program at an
average price of $37.57 per share.

� Expended $16.4 million on capital projects to facilitate the growth of operations, primarily as a result of the continued
growth of the residential loan servicing portfolio of Ocwen, our largest customer.

� Invested $15.0 million in Correspondent One S.A. (�Correspondent��), an equity method investment. Correspondent One facilitates the
purchase of closed conforming and government guaranteed residential mortgages from approved mortgage bankers. Correspondent
One provides members of the Lenders One Mortgage Cooperative (�Lenders One®�), a national alliance of independent mortgage
bankers which we manage, additional avenues to sell loans beyond Lenders One�s preferred investor arrangements and the members�
own network of loan buyers.

� Acquired Springhouse, LLC (�Springhouse��) an appraisal management company that utilizes a nationwide panel of appraisers to
provide appraisals principally to mortgage originators and real estate managers.

� Acquired the assembled workforce of a sub-contractor (�Tracmail�) in India that performs asset recovery services.
Reportable Segments

We classify our businesses into three reportable segments:

� Mortgage Services consists of mortgage portfolio management services that span the mortgage lifecycle from origination through
real estate owned (REO) asset management and sale;

� Financial Services principally consists of unsecured asset recovery and customer relationship management; and

� Technology Services consists of modular, comprehensive integrated technological solutions for loan servicing, vendor management
and invoice presentment and payment as well as providing infrastructure support.

In addition, our Corporate Items and Eliminations segment includes eliminations of transactions between the reporting segments and also
includes costs recognized by us related to corporate support functions such as executive, finance, legal, human resources, vendor management
and six sigma.

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

Mortgage Services

Our Mortgage Services segment continues to be the primary driver of growth. This segment generates revenue principally by providing services
that loan originators and loan servicers typically outsource to third parties. Our services are provided using our national platform and span the
lifecycle of a mortgage loan. Our services are primarily centered on our relationship with Ocwen, but we also have longstanding relationships
with some of the leading capital market firms, commercial banks, hedge funds, insurance companies and lending institutions.
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Our services typically begin with a default management referral from a customer which results in a pre-foreclosure title search, property
inspection services and non-legal back-office support services in connection with managing foreclosures. Upon receipt of an asset management
referral after a property has been foreclosed, we provide REO preservation, REO asset management, REO valuation, REO brokerage, REO
closing and REO title insurance services.
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While our initial focus has principally been related to default services, we are also committed to developing our services to support mortgage
originators and correspondent lenders. In February 2010, we acquired the Mortgage Partnership of America, L.L.C. (�MPA��). MPA is the manager
of a national alliance of community mortgage bankers and correspondent lenders which does business as Lenders One. We believe MPA�s 210
plus member companies originated approximately 8% of the total U.S. residential mortgage originations in 2011. Further, in 2011, we co-formed
Correspondent One which once fully operational will provide members of Lenders One additional avenues to sell their loans beyond Lenders
One�s preferred investor arrangements and the members� own network of loan buyers. We anticipate this will result in improved profitability for
the members and facilitate the sale of our services to the members.

In 2011, we reorganized our reporting structure within this segment in that certain services originally part of Component Services and Other are
now classified as part of Customer Relationship Management in our Financial Services segment. Following this change, Component Service and
Other was renamed Origination Management Services. Prior periods have been recast to conform to the current year presentation.

The table below presents revenues for our Mortgage Services segment for the past three annual periods:

September 30, September 30, September 30,
For the Years Ended December 31,

(in thousands) 2011 2010 2009

Revenue:
Asset Management Services $ 141,486 $ 78,999 $ 30,464
Origination Management Services 25,566 22,835 3,899
Residential Property Valuation 51,785 33,502 26,800
Closing and Insurance Services 56,612 28,056 17,444
Default Management Services 36,472 23,741 9,194

Total Revenue $ 311,921 $ 187,133 $ 87,801

Transactions with Related Parties:
Asset Management Services $ 136,685 $ 78,999 $ 30,464
Residential Property Valuation 48,734 32,525 25,762
Closing and Insurance Services 26,733 17,379 13,496
Default Management Services 11,032 6,752 4,367

Total $ 223,184 $ 135,655 $ 74,089

Reimbursable Expenses (included in Revenue)(1):
Asset Management Services $ 76,511 $ 41,920 $ 14,308
Default Management Services 3,497 2,328 1,769
Closing and Insurance Services 116 302 �  

Total $ 80,124 $ 44,550 $ 16,077

(1) Reimbursable Expenses include costs we incur that we pass through to our customers without any mark-up.
Asset Management Services. Principally includes property preservation, property inspection, REO asset management and REO brokerage. Asset
Management Services has been the largest contributor to Service Revenue growth year to date which reflects an increase in the number of REO
sold, the number of REO for which we provide property preservation services and an increase in pre-foreclosure inspection services.

Origination Management Services. Principally includes MPA, our contract underwriting business and our origination fulfillment operations
currently under development.
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Residential Property Valuation Services. We provide our customers with traditional appraisal products through our licensed appraisal
management company, working with our network of experienced appraisers and our exclusive ordering system. Customers may also order
alternative valuation products through our system and network of real estate professionals. We also offer customers the ability to outsource all or
part of their appraisal and valuation management oversight functions to us.

Closing and Insurance Services. We provide an array of closing services (e.g., document preparation) and title services (e.g., pre-foreclosure title
search, title insurance) applicable to the residential foreclosure process and the sale of residential property. During 2011, we focused on
increasing our referral capture rate in our operational states and rolling out insured title services nationwide, similar to what we accomplished
with our title search and asset management businesses in 2010.

Default Management Services. We provide non-legal back-office support for foreclosure, bankruptcy and eviction attorneys as well as
foreclosure trustee services. We do not execute or notarize foreclosure affidavits of debt or lost note affidavits.

Financial Services

Our Financial Services segment provides collection and customer relationship management services primarily to debt originators (e.g., credit
card, auto loans, retail credit, mortgages) and the utility and insurance industries. Our leadership team for this segment is focused on disciplined
floor management, delivering more services over our global delivery platform, expanding our quality and analytical initiatives and investing in
new technology. Our global delivery platform consists of highly trained specialists in various geographic regions.

The following table represents revenues for our Financial Services segment for the past three annual periods:

September 30, September 30, September 30,
For the Years Ended December 31,

(in thousands) 2011 2010 2009

Revenue:
Asset Recovery Management $ 39,321 $ 48,050 $ 51,019
Customer Relationship Management 31,860 29,567 28,712

Total Revenue $ 71,181 $ 77,617 $ 79,731

Transactions with Related Parties:
Asset Recovery Management $ 266 $ 166 $ 98

$ 266 $ 166 $ 98

Reimbursable Expenses (included in Revenue)(1):
Asset Recovery Management $ 1,950 $ 2,899 $ �  

(1) Reimbursable Expenses include costs we incur that we pass through to our customers without any mark-up.
Asset Recovery Management. We provide post-charge-off consumer debt collection (e.g., credit cards, auto loans, second mortgages) on a
contingent fee basis where we are paid a percentage of the recovered debt.

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. In addition, we provide insurance and claims processing, call
center services and analytical support for which we are paid based upon the number of employees utilized.
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Technology Services

Technology Services comprises our REALSuite�of applications as well as our IT infrastructure services. We only provide our IT infrastructure
services to Ocwen and ourselves. In 2011, we began to report our Consumer Analytics group within Technology Services. Previously this group
was included in Corporate.

Effective January 1, 2011, we modified our pricing for IT Infrastructure Services within our Technology Services segment from a model based
principally on a rate card to a fully loaded costs plus mark-up methodology. This model applies to the infrastructure amounts charged to Ocwen
as well as internal allocations of infrastructure costs.

Our Technology Services segment is primarily focused on supporting the growth of Mortgage Services and Ocwen. In addition, Technology
Services is assisting in the cost reduction and quality initiatives on-going within the Financial Services segment.

The following table presents revenues for our Technology Services segment for the past three annual periods:

September 30, September 30, September 30,
For the Years Ended December 31,

(in thousands) 2011 2010 2009

Revenue:
REALSuite $ 34,926 $ 31,214 $ 25,784
IT Infrastructure Services 21,168 20,799 21,669

Total Revenue $ 56,094 $ 52,013 $ 47,453

Transactions with Related Parties:
REALSuite $ 13,253 $ 11,226 $ 9,899
IT Infrastructure Services 8,559 7,941 10,811

$ 21,812 $ 19,167 $ 20,710

The REALSuite platform provides a fully integrated set of applications and technologies that manage the end-to-end lifecycle for residential and
commercial servicing including the automated management and payment of a distributed network of vendors. A brief description of key
components of the REALSuite is described below:

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

REALTrans® � a patented electronic business-to-business exchange that automates and simplifies the ordering, tracking and fulfilling of vendor
provided services principally related to mortgages. This 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 invoicing 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.

7
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IT Infrastructure Services. We provide a full suite of IT services (e.g., desktop management, application support, network management,
telephony, data center management, disaster recovery, helpdesk and infrastructure security) for which we perform remote management of IT
functions internally and for Ocwen.

Corporate Items and Eliminations

Corporate Items and Eliminations includes eliminations of transactions between the reporting segments and this segment also includes costs
recognized by us related to corporate support functions such as executive, finance, legal, human resources, vendor management and six sigma.
Prior to the date of Separation, this segment included expenditures recognized by us related to the Separation.

Customers

We provide services to some of the most respected organizations in their industries, including one of the U.S.� largest sub-prime servicers, utility
companies, commercial banks, servicers, investors, mortgage bankers, financial service companies and hedge funds across the U.S.

Our three largest customers in 2011 accounted for 71% of our total revenue. Our largest customer is Ocwen which accounted for 58% of
Altisource�s total revenue in 2011. During 2011, Ocwen successfully grew its residential loan servicing portfolio primarily through acquisitions
to $102.2 billion in unpaid principal balances as of December 31, 2011. In October 2011, Ocwen announced it had entered into a definitive
agreement to acquire a portfolio from a subsidiary of Morgan Stanley Mortgage Capital Holdings, LLC which would result in a net gain of
approximately $16.0 billion in unpaid principal balance (the �Saxon� portfolio). In November 2011, Ocwen entered into an agreement with
JPMorgan Chase, N.A. (�JPMCB�) to acquire a portfolio of $15.0 billion in unpaid principal balance. Both of these transactions are expected to
board in the first half of 2012. Additionally, Ocwen continues to evaluate additional servicing portfolio acquisitions.

Following the date of Separation, Ocwen is contractually obligated to purchase certain Mortgage Services and Technology Services from us
under service agreements. These agreements extend until August 2017 subject to termination under certain provisions. Ocwen is not restricted
from redeveloping these services. We settle amounts with Ocwen on a daily, weekly or monthly basis based upon the nature of the services and
when the service is completed.

With respect to Ocwen, related party revenues consist of revenues earned directly from Ocwen and revenues earned from the loans serviced by
Ocwen when Ocwen determines the service provider. We earn additional revenue on the loan portfolios serviced by Ocwen that are not
considered related party revenues as Ocwen does not have the ability to decide the service provider. As a percentage of each of our segment
revenues and as a percentage of consolidated revenues, related party revenue was as follows for the year ended December 31:

September 30, September 30, September 30,
For the Years Ended December 31,

2011 2010 2009

Mortgage Services 72% 73% 84% 
Technology Services 39 37 44
Financial Services < 1 < 1 < 1
Consolidated Revenues 58% 51% 47% 
We record revenues we earn from Ocwen under the various long-term servicing contracts 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 charged by our competitors.

8
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Sales and Marketing

We have experienced sales personnel and relationship managers with subject matter expertise. These individuals maintain relationships
throughout the industry sectors 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 supporting the growth of our largest customer, Ocwen, expanding relationships
with existing MPA members and targeting new customers that could have a material positive impact on our results of operations. Given the
highly concentrated nature of the industries that 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 services, processes and business. These intellectual property rights are
important factors in the success of our businesses.

As of December 31, 2011, we have been awarded one patent that expires in 2023 and three patents that expire in 2024. The U.S. Patent Office
has also notified us of the allowance of a pending U.S. Patent Application. In addition, Altisource has registered trademarks or recently filed
applications for registration of trademarks in a number of countries or groups of countries including the United States, the European Community,
India and in eleven other countries or groups of countries. These trademarks generally can be renewed indefinitely.

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.

Industry and Competition

The industry verticals in which we engage are highly competitive and generally consist of a few national vendors as well as a 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. Our Mortgage Services segment competes 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 a fragmented group of smaller companies and law firms focused on collections. Our Technology Services
segment competes with data processing and software development companies.

Given the diverse nature of services that we and our competitors offer, we cannot determine our position in the market with certainty, 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 and continuously evaluate our performance against our competitors.

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 Services 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 the cost of obtaining, maintaining and enforcing of our patents.

9
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Employees

As of December 31, 2011, we had the following number of employees:

September 30, September 30, September 30, September 30,

United States India Other
Consolidated

Altisource

Mortgage Services 228 2,853 4 3,085
Financial Services 593 1,678 �  2,271
Technology Services 47 552 �  599
Corporate 46 341 65 452

Total Employees 914 5,424 69 6,407

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 revenues are seasonal. More specifically, Financial Services revenue tends to be higher in the first quarter, as borrowers may utilize tax
refunds and bonuses to pay debts, and generally declines throughout the rest of the year. Mortgage Services revenue is impacted by REO sales
which tend to be at their lowest level during fall and winter months and highest during spring and summer months.

Government Regulation

Our businesses are subject to extensive laws and regulations by federal, state and local governmental authorities including the Federal Trade
Commission, the state agencies that license our mortgage services, collection entities and the SEC. 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 (�RESPA�), the Truth in Lending Act (�TILA�), the Fair Credit Reporting Act, the Homeowners
Protection Act and the SAFE Act. These requirements can and do change as statutes and regulations are enacted, promulgated or amended. One
such recently enacted regulation is the Dodd-Frank Wall Street Reform and Consumer Protection Act (�Dodd-Frank Act�). The Dodd-Frank Act is
extensive and includes reform of the regulation and supervision of financial institutions, as well as the regulation of derivatives, capital market
activities and consumer financial services. Included in the Dodd Frank Act, among other things, is the creation of the Consumer Financial
Protection Bureau, a new federal entity responsible for regulating consumer financial services and products. Title XIV of the Dodd-Frank Act
contains the Mortgage Reform and Anti-Predatory Lending Act (�Mortgage Act�). The Mortgage Act imposes a number of additional
requirements on lenders and servicers of residential mortgage loans by amending and expanding certain existing regulations. In some cases,
penalties for noncompliance are significantly increased and could lead to settlements or consent orders on us or our customers that may curtail or
restrict the business as it is currently conducted. The Mortgage Act generally requires that implementing regulations be issued before many of its
provisions are effective. Therefore, many of these provisions in the Mortgage Act will not be effective until 2013 or early 2014.

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 may be required to be licensed by various state commissions for the particular type of service delivered 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
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regarding our policies, procedures and practices regarding our mortgage services and debt collection business activities. We are also subject to
the requirements of the Foreign Corrupt Practices Act and comparable foreign laws, due to our activities in foreign jurisdictions. We incur
ongoing costs to comply with governmental laws and regulations.

Available Information

We file Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and other information with the
Securities and Exchange Commission (�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 and we encourage investors to use it as a way of easily finding information about us. We
promptly make available on this website, free of charge, the reports that we file or furnish with the SEC, corporate governance information
(including our Code of Business Conduct and Ethics) and select press releases. The contents of our website are available for informational
purposes only and shall not be deemed incorporated by reference in this report.

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 and Industry

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

As of December 31, 2011, our chairman owns or controls more than 13% of Ocwen�s common stock and 23% of our common stock. We derived
58% of our revenues in 2011 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 affect our business and results of operations.

We currently generate approximately 58% of our revenue from Ocwen. Following the Separation, Ocwen is contractually obligated to purchase
certain services from our Mortgage Services and Technology Services segments under service agreements that extend for eight years from the
date of Separation subject to termination under certain provisions.

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.

11

Edgar Filing: Altisource Portfolio Solutions S.A. - Form 10-K

Table of Contents 16



Table of Contents

Our business is subject to substantial competition.

The markets for our services are very competitive. Our competitors vary in size and in the scope and breadth of the services they offer. We
compete for existing and new customers against both third parties and the in-house capabilities of our customers. Some of our competitors have
substantial resources and some have widely used technology platforms that they seek to use as a competitive advantage to drive sales of other
products and services. In addition, we expect that the markets in which we compete will continue to attract new competitors and new
technologies. These new technologies may render our existing technologies obsolete, resulting in operating inefficiencies and increased
competitive pressure. There can be no assurance that we will be able to compete successfully against current or future competitors or that
competitive pressures we face in the markets in which we operate will not materially adversely affect our business, financial condition and
results of operations.

Our intellectual property rights are valuable and any inability to protect them could reduce the value of our services.

Our patents, trademarks, trade secrets, copyrights and other intellectual property rights are important assets. The efforts we have taken to protect
these proprietary rights may not be sufficient or effective. The unauthorized use of our intellectual property or significant impairment of our
intellectual property rights could harm our business, make it more expensive to do business or hurt our ability to compete. Protecting our
intellectual property rights is costly and time consuming.

Although we seek to obtain patent protection for our innovations, it is possible we may not be able to protect some of these innovations. Changes
in patent law, such as changes in the law regarding patentable subject matter, can also impact our ability to obtain patent protection for our
innovations. In addition, given the costs of obtaining patent protection, we may choose not to protect certain innovations that later turn out to be
important. Furthermore, there is always the possibility, despite our efforts, that the scope of the protection gained will be insufficient or that an
issued patent may be deemed invalid or unenforceable.

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

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 and could result in the assessment of penalties. Furthermore, Congress or individual states could enact new laws regulating
electronic commerce that could adversely affect us and our results of operations.

Our technology solutions have a long sale cycle and are subject to development and obsolescence risks.

Many of our services in the Technology Services segment are based on sophisticated software and computing systems with long sales cycles.
We may encounter delays when developing new technology solutions and services. We may experience difficulties in installing or integrating
our technologies on platforms used by our customers. Further, defects in our technology solutions, errors or delays in the processing of
electronic transactions, or other difficulties could result in interruption of business operations, delay in market acceptance, additional
development and remediation costs, loss of customers, negative publicity or exposure to liability claims. Any one or more of the foregoing
occurrences could have a material adverse effect on our business, financial condition or results of operations.

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, the
state agencies that license certain of our mortgage related services and collection services and the SEC. 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
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Settlement Procedures Act, the Truth in Lending Act, the Fair Credit Reporting Act, the Homeowners Protection Act, the SAFE Act, the
Mortgage Act and the Foreign Corrupt Practices Act. These requirements can and do change as statutes and regulations are enacted, promulgated
or amended.

The ongoing economic uncertainty and troubled housing market have resulted in increased regulatory scrutiny of all participants involved in the
mortgage industry. This scrutiny has included federal and state governmental agency review of all aspects of the mortgage lending and servicing
industries, including an increased legislative and regulatory focus on consumer protection practices. One such recently enacted regulation is the
Dodd-Frank Act (see further description in Item 1. Business, Government Regulation section above). In some cases, penalties for noncompliance
are significantly increased and could lead to settlements or consent orders on us or our customers that may curtail or restrict the business as it is
currently conducted.

We are subject to additional certain federal, state and local consumer protection provisions. We also are subject to licensing and regulation as a
mortgage services provider, valuation provider, appraisal management company, asset manager, property manager, title insurance agency, real
estate broker 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 subsidiaries may be required to be licensed by various state commissions for the particular type of service 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 for 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 services activities. If our regulators impose new or more restrictive requirements, we may incur significant
additional 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.

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 lawsuits 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.

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. Alternatively, we may be forced to settle some claims out of court and change existing company practices, services and
processes that are currently revenue generating. This could lead to unexpected costs or a loss of revenue.

If financial institutions at which we hold escrow funds fail, it could have a material adverse impact on our company.

We hold customers� assets in escrow at various financial institutions, pending completion of certain real estate and debt collection activities.
These amounts are held in escrow for limited periods of time, generally consisting of a few days. To the extent these assets are not co-mingled
with our fees and are maintained in segregated bank accounts they are generally not included in the accompanying Consolidated Balance Sheets.
Failure of one or more of these financial institutions may lead us to become liable for the funds owed to third parties, and there is no guarantee
that we would recover the funds deposited, whether through Federal Deposit Insurance Corporation coverage, private insurance or otherwise.
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Risks Related to our Growth Strategy

Our ability to grow is affected by our ability to retain and expand our existing client relationships and our ability to attract new customers.

Our ability to grow 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 and results of operations and our ability to grow our 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 change, frequent introduction 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 effectiveness. 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 and our ability to grow our operations.

Our growth objectives are dependent on the timing and market acceptance of our new service offerings.

Our ability to grow may be adversely affected by difficulties or delays in service development or the inability to gain market acceptance of new
services to existing and new customers. There are no guarantees that new services will prove to be commercially successful.

Our business is dependent on the trend toward outsourcing.

Our continued growth at historical rates is dependent on the industry trend toward outsourced services. There can be no assurance that this trend
will continue, as organizations may elect to perform such services themselves or may be prevented from outsourcing services. A significant
change in this trend could have a materially adverse effect on our continued growth.

Our strategy of growing through selective acquisitions and mergers involves potential risks.

We intend to consider acquisitions of other companies that could complement our business including the acquisition of entities offering greater
access and expertise in other asset types and markets that are related but that we do not currently serve. If we do acquire other businesses, we
may face a number of risks including diverting management�s
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attention from our daily operations, to the need for additional management, operational and financial resources along with system conversions
and the inability to maintain key pre-acquisition relationships with customers, suppliers and employees. Moreover, any acquisition may result in
the incurrence of additional amortization expense of related intangible assets which could reduce our profitability.

Risks Related to International Business

Our international operations subject us to additional risks which could have an adverse effect on our results of operations.

We have reduced our costs by utilizing lower cost labor in foreign countries such as India. For example, at December 31, 2011, over 5,400 of
our employees were based in India. These countries are subject to relatively higher degrees of political and social instability and may lack the
infrastructure to withstand political unrest or natural disasters. Such disruptions can decrease efficiency and increase our costs in these countries.
Weakness of the U.S. dollar in relation to the currencies used in these foreign countries may also reduce the savings achievable through this
strategy. Furthermore, the practice of utilizing labor based in foreign countries has come under increased scrutiny in the United States and, as a
result, some of our customers may require us to use labor based in the United States. We may not be able to pass on the increased costs of
higher-priced United States-based labor to our customers which ultimately could have an adverse effect on our results of operations.

In many foreign countries, particularly in those with developing economies, it is common to engage in business practices that are prohibited by
laws and regulations applicable to us, such as the Foreign Corrupt Practices Act (�FCPA�). Any violations of the FCPA or local anti-corruption
laws by us, our subsidiaries or our local agents, could have an adverse effect on our business and reputation and result in substantial financial
penalties or other sanctions.

Any political or economic instability in these countries could result in our having to replace or reduce these labor sources which may increase
our labor costs and have an adverse impact on our results of operations.

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.

Risks Related to Our Employees

Our inability to attract and retain skilled employees may adversely impact our business.

Our business is labor intensive and places significant importance on our ability to recruit, train and retain skilled employees. Additionally,
demand for qualified technical professionals conversant in certain technologies may exceed supply as new and additional skills are required to
keep pace with evolving computer technology. Our ability to locate and train employees is critical to achieving our growth objective. Our
inability to attract and retain skilled employees or an increase in wages or other costs of attracting, training or retaining skilled employees could
have a materially adverse effect on our business, financial condition and results of operations.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.
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ITEM 2. PROPERTIES
Our principal executive offices are located in leased office space in Luxembourg, Grand Duchy of Luxembourg. A summary of our principal
leased office space as of December 31, 2011 and the segments primarily occupying each location is as follows:

Corporate

and Support

Services

Financial

Services

Mortgage

Services

Technology

Services

Luxembourg, Luxembourg X X

United States
Atlanta, GA X X X X
Irvine, CA X
Sacramento, CA X
St. Louis, MO X
Tempe, AZ X
Vestal, NY X

India
Bangalore X X X X
Goa X X
Mumbai X X
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 are, from time to time, involved in legal proceedings arising in the ordinary course of business. We record a liability for litigation if an
unfavorable outcome is probable and the amount of loss can be reasonably estimated, including expected insurance coverage. For proceedings
where a range of loss is determined, we record a best estimate of loss within the range. When legal proceedings are material, we disclose the
nature of the litigation and to the extent possible the estimate of loss or range of loss. In the opinion of management, after consultation with legal
counsel and considering insurance coverage where applicable, the outcome of current legal proceedings both individually and in the aggregate
will not have a material impact on our financial condition, results of operations or cash flows. Our businesses are also subject to extensive
regulation which may result in regulatory proceedings against us. See �Item 1A. Risk Factors� above.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART II

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

Market Information

Our common stock is listed on the NASDAQ Global Select Market under the symbol of �ASPS�. 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:

September 30, September 30,

2011
Quarter Ended Low High

December 31 $ 34.41 $ 50.70
September 30 31.79 37.61
June 30 30.49 36.89
March 31 28.51 30.68

2010
Quarter Ended Low High

December 31 $ 24.40 $ 30.64
September 30 24.29 31.14
June 30 21.84 28.19
March 31 21.13 27.02
The number of holders of record of our common stock as of January 31, 2012 was 97. 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 have never declared or paid cash dividends on our common stock, and we do not intend to pay dividends in the foreseeable future.

Issuer Purchases of Equity Securities

On May 19, 2010, our shareholders authorized us to purchase up to 3.8 million shares of our common stock in the open market. The following
table presents information related to our repurchases of our equity securities during the three months ended December 31, 2011:
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September 30, September 30, September 30, September 30,

Period

Total
number of

shares
purchased(1)

Weighted
average

price
paid per

share

Total number
of shares

purchased as
part of

publicly
announced

plans
or programs

Maximum
number
of shares
that may

yet be
purchased
under the
plans or

programs

Common Shares:
October 1 � 31, 2011 128,923 $ 35.56 128,923 1,971,148
November 1 � 30, 2011 300,373 45.71 300,373 1,670,775
December 1 � 31, 2011 170,000 49.10 170,000 1,500,775

Total Common Shares 599,269 $ 44.49 599,269 1,500,775

(1) Includes shares withheld from employees to satisfy tax withholding obligations that arose from the exercise of stock options.
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 30, 2011, the last trading
day of fiscal year 2011. 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.
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September 30, September 30, September 30, September 30, September 30, September 30,
8/10/2009 12/31/2009 06/30/10 12/31/10 06/30/11 12/31/11

Altisource $ 100.00 $ 172.05 $ 202.79 $ 235.33 $ 301.64 $ 411.31
S&P 500 100.00 110.72 101.94 124.38 131.13 124.87
NASDAQ Composite 100.00 113.90 105.87 133.16 139.22 130.76

ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA
The following selected financial data as of and for the years ended December 31, 2011, 2010 and 2009 has been derived from our audited
Consolidated Financial Statements. The following selected financial data as of and for the years ended December 31, 2008 and 2007 has been
derived from our audited Combined Consolidated Financial Statements.

The historical results presented below may not be indicative of our future performance and do 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 (as
discussed in Note 1 to the consolidated financial statements).

The selected consolidated financial data should be read in conjunction with the information contained in Item 7 of Part II, �Management�s
Discussion and Analysis of Financial Condition and Results of Operations� and our consolidated financial statements and notes thereto in Item 8
of Part II, �Financial Statements and Supplementary Data�.

September 30, September 30, September 30, September 30, September 30,
Years Ended December 31,

(in thousands, except per share data) 2011 2010 2009 2008 2007

Revenue $ 423,687 $ 301,378 $ 202,812 $ 160,363 $ 134,906
Cost of Revenue 275,849 189,059 126,797 115,048 96,954

Gross Profit 147,838 112,319 76,015 45,315 37,952
Selling, General and Administrative Expenses 62,131 57,352 39,473 28,088 27,930

Income from Operations 85,707 54,967 36,542 17,227 10,022
Other Income (Expense), net 203 804 1,034 (2,626) (1,743) 

Income Before Income Taxes 85,910 55,771 37,576 14,601 8,279
Income Tax Benefit (Provision) (7,943) 403 (11,605) (5,382) (1,564) 

Net Income 77,967 56,174 25,971 9,219 6,715
Net Income Attributable to Non-controlling Interests (6,855) (6,903) �  �  �  

Net Income Attributable to Altisource $ 71,112 $ 49,271 $ 25,971 $ 9,219 $ 6,715

Earnings Per Share: (1)

Basic $ 2.92 $ 1.96 $ 1.08 $ 0.38 $ 0.28

Diluted $ 2.77 $ 1.88 $ 1.07 $ 0.38 $ 0.28

Transactions with Related Parties Included Above:
Revenue $ 245,262 $ 154,988 $ 94,897 $ 64,251 $ 59,350
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Interest Expense $ �  $ �  $ 1,290 $ 2,269 $ 965
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September 30, September 30, September 30, September 30, September 30,
Years Ended December 31,

(in thousands) 2011 2010 2009 2008 2007

Cash and Cash Equivalents $ 32,125 $ 22,134 $ 30,456 $ 6,988 $ 5,688
Accounts Receivable, net 52,005 53,495 30,497 9,077 16,770
Premises and Equipment, net 25,600 17,493 11,408 9,304 12,173
Intangible Assets, net 64,950 72,428 33,719 36,391 38,945
Goodwill 14,915 11,836 9,324 11,540 14,797
Total Assets 224,159 197,800 120,556 76,675 92,845
Lines of Credit and Other Secured Borrowings �  �  �  1,123 147
Capital Lease Obligations 836 1,532 664 1,356 3,631
Total Liabilities 58,216 45,902 34,208 16,129 17,171

(1) For all periods prior to the Separation, the number of shares originally issued of 24.1 million is being used for diluted earnings per share
(�EPS�) and for basic EPS as no common stock of Altisource was traded prior to August 10, 2009 and no Altisource equity awards were
outstanding prior to that date.
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ITEM 7. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Management�s discussion and analysis of results of operations (�MD&A�) is a supplement to the accompanying consolidated financial statements
and provides additional information on our businesses, current developments, financial condition, cash flows and results of operations.
Significant sections of the MD&A are as follows:

Overview. This section, beginning on page 22, provides a description of recent developments we believe are important in understanding the
results of operations and financial condition or in understanding anticipated future trends. In addition, a brief description is provided of
significant transactions and events that affect the comparability of results being analyzed.

Consolidated Results of Operations. This section, beginning on page 24, provides an analysis of our consolidated results of operations for the
three years ended December 31, 2011.

Segment Results of Operations. This section, beginning on page 29, provides an analysis of each business segment for the three years ended
December 31, 2011 as well as our Corporate segment. In addition, we discuss significant transactions, events and trends that may affect the
comparability of the results being analyzed.

Liquidity and Capital Resources. This section, beginning on page 41, provides an analysis of our cash flows for the three years ended
December 31, 2011. We also discuss restrictions on cash movements, future commitments and capital resources.

Critical Accounting Judgments. This section, beginning on page 42, identifies those accounting principles we believe are most important to our
financial results and that require significant judgment and estimates on the part of management in application. We provide all of our significant
accounting policies in Note 2 to the accompanying consolidated financial statements.

Other Matters. This section, beginning on page 43, provides a discussion of off-balance sheet arrangements to the extent they exist. In addition,
we provide a tabular discussion of contractual obligations and discuss any significant commitments or contingencies.

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K and certain information incorporated herein by reference contain forward-looking statements within the
�safe harbor� provisions of the Private Securities Litigation Reform Act of 1995. These statements may relate to, among other things, future
events or our future performance or financial condition. Words such as �anticipate�, �intend�, �expect�, �may�, �could�, �should�,
�would�, �plan�, �estimate�, �seek�, �believe� and similar expressions are intended to identify such forward-looking statements.
Forward-looking statements are not guarantees of future performance and involve a number of assumptions, risks and uncertainties that could
cause actual results to differ materially. Important factors that could cause actual results to differ materially from those suggested by the
forward-looking statements include, but are not limited to, the risks discussed in Item 1A of Part 1 �Risk Factors�. We caution you not to place
undue reliance on these forward-looking statements which reflect our view only as of the date of this report. We are under no obligation (and
expressly disclaim any obligation) to update or alter any forward-looking statements contained herein to reflect any change in our expectations
with regard thereto or change in events, conditions or circumstances on which any such statement is based.
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OVERVIEW

Our Business

We are a provider of services focused on high value, technology-enabled, knowledge-based functions principally related to real estate and
mortgage portfolio management, asset recovery and customer relationship management.

We classify our businesses into three reportable segments:

� Mortgage Services consists of mortgage portfolio management services that span the mortgage lifecycle from origination through
REO asset management and sale;

� Financial Services principally consists of unsecured asset recovery and customer relationship management; and

� Technology Services consists of modular, comprehensive integrated technological solutions for loan servicing, vendor management
and invoice presentment and payment as well as providing infrastructure support.

In addition, our Corporate Items and Eliminations segment includes eliminations of transactions between the reporting segments and also
includes costs recognized by us related to corporate support functions such as executive, finance, legal, human resources, vendor management
and six sigma.

In evaluating our performance, we utilize Service Revenue which consists of amounts attributable to our fee based services. Reimbursable
Expenses and Cooperative Non-controlling Interests are pass-through items for which we earn no margin. Reimbursable Expenses consists of
amounts that we incur on behalf of our customers in performing our fee based services, but we pass such costs directly on to our customers
without any additional markup.

Further discussion regarding our business may be found under Part I, Item 1, �Business�.

Strategic Update

For 2011, we focused our efforts on strategically supporting Ocwen as its portfolio of loans serviced continued to grow at an accelerated pace.
To support such growth, we invested significantly in hiring and training new personnel (increasing our global staffing by 66%), developed and
expanded some of the newer services (primarily insurance related services) and continued to add to the geographic footprint for existing services
where it made economic sense.

Through Ocwen�s growth and our focused efforts to capture more revenue per loan serviced by Ocwen, we recognized $334.8 million of Service
Revenue, a 36% increase over the year-ended December 31, 2010. In addition, although we made significant investments in personnel and
related costs months in advance of loans boarding, we achieved gross margins based on Service Revenue of 44%, comparable to 2010 levels,
and improved income from operations as a percent of Service Revenue to 26%, up from 22% in 2010.

From a cash perspective, we generated $111.6 million in operating cash flow which represents $0.33 for every dollar of Service Revenue. We
sought to strategically deploy cash principally in three ways. First, we returned $61.1 million to shareholders through the repurchase of
1.6 million shares under the stock repurchase program. Second, we invested $16.4 million in technology and facilities to support our rapid
growth. Third, we continued to invest in mortgage origination services with our $15.0 million investment in Correspondent One and our
acquisition of Springhouse.

Looking ahead to 2012, we expect to remain focused on a few key initiatives that we believe will allow us to continue to deliver superior results
for our customers and shareholders:

Support Ocwen�s growth. Our primary focus for next year will be the continued support of Ocwen. Ocwen�s growth in loans serviced, including
loans boarded in the second half of 2011 and the additional 0.2 million loans we expect Ocwen to board in early 2012, will be the principal
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driver of our expected growth in 2012. Furthermore, we believe Ocwen will remain a leader in the on-going consolidation of high touch
residential loan servicers.

Improve operating effectiveness. We must deliver high quality, regulatory compliant services that meet or exceed customers� performance
expectations. This requires us to intelligently and persistently invest in an array of broad based competencies including technology, quality
assurance, compliance, econometrics and behavioral science among others.
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Service Offerings. We intend to capture additional revenue per loan from the loans boarded on our systems as well as develop a more balanced
portfolio of service offerings that we believe will enable us to generate long-term consistent revenue and earnings growth, with faster growth in
2012. In 2012, we will expand our offering of mortgage origination services, principally to the members of Lenders One, as well as begin
implementation of our next generation of REALSuite technologies.

Bring Financial Services to Profitability. Our Financial Services segment improved in 2011 posting $4.4 million in pre-tax income, which
compares to $0.3 million in 2010, although revenue declined 8% to $71.2 million. We remain committed to this segment as we believe that
significant market opportunities exist in assisting clients in the areas of customer relationship and asset recovery management services. We
continue to believe that investments in areas such as optimal resolution models deployed through dynamic scripts will enable us to take
advantage of these opportunities over an extended time period.

Basis of Presentation

We have prepared our consolidated financial statements in accordance with accounting principles generally accepted in the United States of
America (�GAAP�). For periods prior to the Separation, our results include revenues and expenses directly attributable to our operations and
allocations of expense from Ocwen which may not necessarily reflect what our consolidated results of operations, financial position and cash
flows would have been had we operated as an independent company during that entire period.

Stock Repurchase Plan

In May 2010, our shareholders authorized us to purchase 15% of our outstanding share capital, or 3.8 million shares of common stock, in the
open market. From authorization through December 31, 2011, we have purchased 2.3 million shares of common stock on the open market at an
average price of $34.55 per share leaving 1.5 million shares available for purchase under the program.

Acquisitions

In April 2011, we acquired Springhouse, an appraisal management company that utilizes a nationwide panel of appraisers to provide real estate
appraisals principally to mortgage originators, including the members of Lenders One, and real estate asset managers. In July 2011, we acquired
the assembled workforce of a sub-contractor in India that performs asset recovery services. See Note 4 to the consolidated financial statements
for additional information.

Factors Affecting Comparability

The following items may impact the comparability of our results:

� Effective January 2011, we modified our pricing for IT Infrastructure Services within our Technology Services segment from
a rate card model primarily based on headcount to a fully loaded cost plus mark-up methodology. This new model applies to
the infrastructure amounts charged to Ocwen as well as internal allocations of infrastructure cost. The impact of this change is
discussed further in the Technology Services segment;

� To further align the interests of management with shareholders, we expanded our use of equity compensation. For the years
ended December 31, 2011, 2010 and 2009, we have recognized equity compensation expense of $4.0 million, $3.1 million
and $0.3 million, respectively. Contributing to the increase was the attainment of certain market performance criteria in 2011
and 2010 which triggered vesting of a portion of the awards and acceleration in the expense recognition of these grants;

� In the fourth quarter of 2010, we recognized $2.8 million of goodwill impairment related to the Financial Services segment;
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� In June 2010, we received a favorable tax ruling regarding the treatment of certain intangibles that exist for purposes of determining
our taxable income. The ruling was retroactive to the date of Separation. As a result of the ruling, we recognized a $3.4 million credit
attributable to 2009 in the second quarter 2010;

� In February 2010, we acquired all of the outstanding membership interest of MPA which was formed for the purpose of managing
the Lenders One Mortgage Cooperative. The results of operations of Lenders One have been consolidated since the acquisition date
under Financial Accounting Standards Board (�FASB�) Accounting Standard Codification (�ASC�) Topic 810;

� During the year ended December 31, 2009, we recognized $3.4 million of one-time costs in our Corporate segment in anticipation of
the Separation from Ocwen; and

� During the year ended December 31, 2009, we recognized $1.9 million of facility closure costs, $1.4 million of litigation settlement
losses (both recognized in Selling, General and Administrative Expenses) and a $2.3 million litigation settlement gain in Other
Income in our Financial Services segment.

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, 2011. For a
more detailed discussion of the factors that affected the results of our business segments in these periods, see �SEGMENT RESULTS OF
OPERATIONS� below. Cooperative Non-controlling Interests is attributable to the members of Lenders One.

24

Edgar Filing: Altisource Portfolio Solutions S.A. - Form 10-K

Table of Contents 31



Table of Contents

The following table sets forth information regarding our results of operations for the years ended December 31, 2011, 2010 and 2009.

September 30, September 30, September 30, September 30, September 30,
Years Ended December 31,

(in thousands, except per share data) 2011
% Better
/(Worse) 2010

% Better
/(Worse) 2009

Service Revenue $ 334,758 36 $ 247,026 32 $ 186,735
Reimbursable Expenses 82,074 73 47,449 195 16,077
Cooperative Non-controlling Interest 6,855 (1) 6,903 N/M �  

Total Revenue 423,687 41 301,378 49 202,812
Cost of Revenue 275,849 (46) 189,059 (49) 126,797

Gross Profit 147,838 32 112,319 48 76,015
Selling, General and Administrative Expenses 62,131 (8) 57,352 (45) 39,473

Income from Operations 85,707 56 54,967 50 36,542
Other Income, net 203 (75) 804 (22) 1,034

Income Before Income Taxes and
Non-controlling Interests 85,910 54 55,771 48 37,576
Income Tax (Provision) Benefit (7,943) N/M 403 103 (11,605) 

Net Income 77,967 39 56,174 116 25,971

Net Income Attributable to Non-controlling
Interests (6,855) 1 (6,903) N/M �  

Net Income Attributable to Altisource $ 71,112 44 $ 49,271 90 $ 25,971

Margins:
Gross Profit/Service Revenue 44% 45% 41% 
Income from Operations/Service Revenue 26% 22% 20% 

Earnings Per Share:
Basic $ 2.92 49 $ 1.96 81 $ 1.08

Diluted $ 2.77 47 $ 1.88 76 $ 1.07

Transactions with Related Parties:
Revenue $ 245,262 58 $ 154,988 63 $ 94,897
Selling, General and Administrative Expenses $ 1,893 79 $ 1,056 (75) $ 4,308
Interest Expenses $ �  N/M $ �  (100) $ 1,290
N/M � not meaningful.
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Revenue

The following table presents our revenues for the years ended December 31, 2011, 2010 and 2009:

September 30, September 30, September 30, September 30, September 30,
Years Ended December 31,

(in thousands) 2011
% Better
/(Worse) 2010

% Better
/(Worse) 2009

Service Revenue:
Mortgage Services $ 224,942 66 $ 135,680 89 $ 71,724
Financial Services 69,231 (7) 74,718 (6) 79,731
Technology Services 56,094 8 52,013 10 47,453
Eliminations (15,509) (1) (15,385) (26) (12,173) 

Total Service Revenue 334,758 36 247,026 32 186,735

Reimbursable Expenses:
Mortgage Services 80,124 80 44,550 177 16,077
Financial Services 1,950 (33) 2,899 N/M �  

Total Reimbursable Expenses 82,074 73 47,449 195 16,077

Cooperative Non-controlling Interests:
Mortgage Services 6,855 (1) 6,903 N/M �  

Total Revenue $ 423,687 41 $ 301,378 49 $ 202,812

Average Loans Serviced by Ocwen 524,668 31 401,706 14 351,595

Transactions with Related Parties:
Mortgage Services $ 223,184 65 $ 135,655 83 $ 74,089
Financial Services 266 60 166 69 98
Technology Services 21,812 14 19,167 (7) 20,710
N/M � not meaningful.

The increase in Service Revenue is directly attributable to the growth in Ocwen�s residential loan portfolio serviced and our development of
mortgage and real estate portfolio management services during the years presented. The growth in Ocwen�s residential loan portfolio serviced
benefits both the Mortgage Services and Technology Services segments. In 2011, we principally invested in insurance services (e.g., title) and
mortgage origination services. Partially offsetting our Service Revenue growth in Mortgage Services and Technology Services was a decline in
the Financial Services segment. The decline in Financial Services is attributable to overall economic conditions, the movement of some
collection work to India at lower fees and collector performance particularly in 2009 and 2010 resulting in decreased total placements.

The increase in Reimbursable Expenses over the three year period is due to the expansion of our asset management and default services
businesses over the same period.

Our revenues are seasonal. More specifically, Financial Services revenue tends to be higher in the first quarter as borrowers may utilize tax
refunds to pay debts and generally declines throughout the year. Mortgage Services revenue is impacted by sales of residential homes which tend
to be at their lowest level during fall and winter months and highest during spring and summer months.
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Cost of Revenue

Cost of Revenue principally includes payroll and employee benefits associated with personnel employed in customer service and operations
roles, fees paid to external providers related to provision of services, reimbursable expenses, technology and telephony expenses as well as
depreciation and amortization of operating assets. The components of Cost of Revenue were as follows for the years ended December 31, 2011,
2010 and 2009:

September 30, September 30, September 30, September 30, September 30,

Years Ended December 31,

(in thousands) 2011
% Better
/(Worse) 2010

% Better
/(Worse) 2009

Compensation and Benefits $ 82,548 (31) $ 62,791 (23) $ 51,251
Outside Fees and Services 86,201 (42) 60,583 (41) 43,026
Reimbursable Expenses 82,074 (73) 47,449 (195) 16,077
Technology and Communications 18,772 (50) 12,548 (8) 11,613
Depreciation and Amortization 6,254 (10) 5,688 (18) 4,830

Cost of Revenue $ 275,849 (46) $ 189,059 (49) $ 126,797

Gross Profit Percentage:
Gross Profit/Service Revenue 44% 45% 41% 

The increase in Cost of Revenue is directly attributable to our investments in personnel and technology principally to support the increase in
Ocwen�s residential loan servicing portfolio, the development of new mortgage and real estate portfolio management services and growth in third
party vendor costs.

As a percent of Service Revenue, Compensation and Benefits declined for each period presented as a result of investments in training,
technology and process improvement and, in 2011, the weakening of the Indian Rupee. Two factors mitigate initiatives meant to improve
employee productivity. First, in anticipation of Ocwen�s boarding of significant loan servicing portfolios (as occurred in September
2010, September 2011 and expected in the first half of 2012), we have had to hire personnel three to six months in advance in order to
adequately train such persons in the delivery of our services. Second, as we develop new services, we invest heavily in personnel to ensure high
quality delivery of services until such time as we deploy technology and process improvement to improve productivity at reduced costs.

Outside Fees and Services consists principally of vendor costs that are not passed through at cost as Reimbursable Expenses. These principally
include certain valuation and pre-foreclosure asset management services. The increase of these costs as a percent of Service Revenue in 2011 is
principally due to the timing and magnitude of loans boarded by Ocwen during the year and the mix of mortgage services provided. We intend
to reduce Outside Fees and Services as a percent of Service Revenue over time through deployment of our next generation vendor and process
management technologies, beginning in the second half of 2012 and continuing through 2013.

Our gross margins can vary significantly from period to period. The most significant factors contributing to variability include seasonality, mix
of services delivered, timing of investments in new services and hiring of staff in advance of new business and the timing of when loans are
boarded by our customers.
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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. This category also includes professional fees, depreciation and
amortization on non-operating assets. The components of Selling, General and Administrative Expenses were as follows for the years ended
December 31, 2011, 2010 and 2009:

September 30, September 30, September 30, September 30, September 30,
Years Ended December 31,

(in thousands) 2011
% Better
/(Worse) 2010

% Better
/(Worse) 2009

Compensation and Benefits $ 22,327 (17) $ 19,116 N/M $ 4,096
Professional Services 6,658 17 8,026 22 10,252
Occupancy Related Costs 17,824 (67) 10,684 (36) 7,854
Amortization of Intangible Assets 5,291 (8) 4,891 (83) 2,672
Goodwill Impairment �  100 2,816 N/M �  
Depreciation and Amortization 2,097 (43) 1,470 (144) 602
Other 7,934 23 10,349 26 13,997

Total Selling, General & Administrative
Expenses $ 62,131 (8) $ 57,352 (45) $ 39,473

Operating Percentage:
Income from Operations/Service Revenue 26% 22% 20% 

N/M � not meaningful.

Selling, General and Administrative costs on a consolidated basis began to stabilize in 2011. The significant increase over the periods presented
is principally attributable to increased costs associated with being a newly formed public company and increased Occupancy Related Costs to
support the growth in operations as previously described.

Compensation and Benefits increased over the periods presented as we developed separate support functions including accounting, law and
human resources. In addition, contributing to the increase in 2011 and 2010 was increased equity compensation for senior executives.

Professional Services expense decreased in the most recent period principally due to a focus on reduced legal costs through increased
compliance, particularly within our Financial Services segment. The 2009 period includes one-time expenses associated with the Separation
($3.4 million) and litigation costs ($1.4 million).

Other costs principally include travel related expenditures, bank charges and reserves for doubtful accounts. In 2009, this category also includes
one-time facility closure costs of $1.9 million in the Financial Services segment (see Note 11 to the consolidated financial statements).

Income from Operations as a percent of Service Revenue increased 330 basis points compared to 2010 principally as a result of our ability to
leverage support costs as our revenue grew significantly.

28

Edgar Filing: Altisource Portfolio Solutions S.A. - Form 10-K

Table of Contents 35



Table of Contents

Income Tax (Provision)/Benefit

Our income tax provision / (benefit) was $7.9 million, $(0.4) million and $11.6 million in 2011, 2010 and 2009, respectively. Adjusting for the
impact of net income attributable to Non-controlling Interests, our effective tax rate was 10.0%, (0.8) % and 30.9% for 2011, 2010 and 2009,
respectively. Our consolidated effective income tax rate for financial reporting purposes may change periodically due to changes in enacted tax
rates, fluctuations in the mix of income earned from our domestic and international operations which may be subject to differing tax rates and
our ability to utilize net operating loss and tax credit carryforwards.

Our income tax provision computed by applying the Luxembourg statutory tax rate of 28.8% differs from our effective tax rate in all three
periods because of the varying tax rates in multiple taxing jurisdictions, the calculation of taxable net income in certain jurisdictions and the
impact of tax credit carryforwards. In June 2010, we received a favorable tax ruling regarding the treatment of certain intangibles that exist for
purposes of determining our taxable income. The ruling was retroactive to the date of Separation. As a result of the ruling, we recognized a $3.4
million credit attributable to 2009 in the second quarter 2010.

Recent Accounting Pronouncements

There are no pending accounting pronouncements that are expected to have a material impact upon adoption.

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, 2011,
2010 and 2009. 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
REALSuite applications from our Technology Services segment to our other two segments and Corporate.

September 30, September 30, September 30, September 30, September 30,
For the Year Ended December 31, 2011

(in thousands)
Mortgage
Services

Financial
Services

Technology
Services

Corporate

Items and
Eliminations

Consolidated
Altisource

Revenue $ 311,921 $ 71,181 $ 56,094 $ (15,509) $ 423,687
Cost of Revenue 202,035 51,096 36,874 (14,156) 275,849

Gross Profit 109,886 20,085 19,220 (1,353) 147,838
Selling, General and Administrative Expenses 15,278 15,634 4,867 26,352 62,131

Income (Loss) from Operations 94,608 4,451 14,353 (27,705) 85,707
Other Income (Expense), net 248 (34) (49) 38 203

Income (Loss) Before Income Taxes $ 94,856 $ 4,417 $ 14,304 $ (27,667) $ 85,910

Transactions with Related Parties:
Revenue $ 223,184 $ 266 $ 21,812 $ �  $ 245,262

Selling, General and Administrative Expenses $ �  $ �  $ �  $ 1,893 $ 1,893
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September 30, September 30, September 30, September 30, September 30,
For the Year Ended December 31, 2010

(in thousands)
Mortgage
Services

Financial
Services

Technology
Services

Corporate
Items and

Eliminations
Consolidated

Altisource

Revenue $ 187,133 $ 77,617 $ 52,013 $ (15,385) $ 301,378
Cost of Revenue 117,691 56,575
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