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References in this report to “we,” “our,” “us,” “AAMC” or the “Company” refer to Altisource Asset Management Corporation
and its consolidated subsidiaries, unless otherwise indicated. References in this report to “Front Yard” refer to Front

Yard Residential Corporation and its consolidated subsidiaries, unless otherwise indicated. References in this report to
“ASPS” refer to Altisource S.ar.l. and Altisource Portfolio Solutions N.A. and their respective consolidated

subsidiaries, unless otherwise indicated.

Special note on forward-looking statements

Our disclosure and analysis in this Annual Report on Form 10-K contain “forward-looking statements” within the

meaning of Section 27A of the Securities Act of 1933, as amended, which we refer to as the “Securities Act,” and

Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). In some cases, you can identify
forward-looking statements by the use of forward-looking terminology such as “may,” “will,” “should,” “expects,” “intends,”
“plans,” “anticipates,” “believes,” “estimates,” “predicts” or “potential” or the negative of these words and phrases or similar w
or phrases that are predictions of or indicate future events or trends and that do not relate solely to historical matters.

You can also identify forward-looking statements by discussions of strategy, plans or intentions.

9 ¢ 99 ¢

The forward-looking statements contained in this report reflect our current views about future events and are subject
to numerous known and unknown risks, uncertainties, assumptions and changes in circumstances that may cause our
actual results to differ significantly from those expressed in any forward-looking statement. Factors that may
materially affect such forward-looking statements include, but are not limited to:

our ability to implement our business strategy and the business strategy of Front Yard;

our ability to retain Front Yard as a client;

our ability to retain and maintain our strategic relationships;

the ability of Front Yard to generate a return on invested capital in excess of applicable hurdle rates under our
management;

our ability to obtain additional asset management clients or businesses;

our ability to effectively compete with our competitors;

Front Yard's ability to complete future or pending transactions;

the failure of service providers to effectively perform their obligations under their agreements with us and Front Yard;
our ability to successfully and efficiently integrate and manage Front Yard’s newly acquired property manager or
effectively manage the performance of Front Yard’s internal property manager at the level and/or the cost that it
anticipates;

our failure to maintain Front Yard's qualification as a REIT;

eeneral economic and market conditions; and

governmental regulations, taxes and policies.

While forward-looking statements reflect our good faith beliefs, assumptions and expectations, they are not guarantees
of future performance. Such forward-looking statements speak only as of their respective dates, and we assume no
obligation to update them to reflect changes in underlying assumptions or factors, new information or otherwise. For a
further discussion of these and other factors that could cause our future results to differ materially from any
forward-looking statements contained herein, please refer to the section “Item 1A. Risk factors.”

ii
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Part I
Item 1. Business

Overview

Altisource Asset Management Corporation (‘“we,” “our,” “us,” “AAMC” or the “Company”) was incorporated in the United
States Virgin Islands (“USVI”) on March 15, 2012 (our “inception”), and we commenced operations in December 2012.
Our primary business is to provide asset management and certain corporate governance services to institutional

investors. In October 2013, we applied for and were granted registration by the Securities and Exchange Commission

(the “SEC”) as a registered investment adviser under Section 203(c) of the Investment Advisers Act of 1940. We operate

in a single segment focused on providing asset management and certain corporate governance services to investment
vehicles.

Our primary client is Front Yard Residential Corporation (‘“Front Yard”), a public real estate investment trust (“REIT”)
focused on acquiring and managing quality, affordable single-family rental (“SFR”) properties for America's families.
Front Yard is currently our primary source of revenue and will drive our results.

Since we are heavily reliant on revenues earned from Front Yard, investors may obtain additional information about
Front Yard in its SEC filings, including, without limitation, Front Yard’s financial statements and other important
disclosures therein, available at http://www.sec.gov and http://ir.frontyardresidential.com/financial-information.

On March 31, 2015, we entered into the asset management agreement with Front Yard (the “AMA”), under which we
are the exclusive asset manager for Front Yard for an initial term of 15 years from April 1, 2015, with two potential
five-year extensions. The AMA provides for a fee structure in which we are entitled to a base management fee, an
incentive management fee and a conversion fee for loans and real estate owned (“REQO”) properties that become rental
properties during each quarter; therefore, our operating results are highly dependent on Front Yard's operating results.
See the “Asset Management Agreement” section for additional details of the AMA.

Prior to January 1, 2016, we concluded that Front Yard was a variable interest entity (“VIE”), and we consolidated the
accounts of Front Yard in our consolidated financial statements. Effective January 1, 2016, we adopted the provisions
of Accounting Standards Update (“ASU”) 2015-02, Consolidation (Topic 810) — Amendments to the Consolidation
Analysis (“ASU 2015-02”) and performed an analysis of our relationship with Front Yard pursuant to the amended
guidance. We determined that the compensation we receive in return for our services to Front Yard is commensurate
with the level of effort required to perform such services and the arrangement includes customary terms, conditions or
amounts present in arrangements for similar services negotiated at arm’s length; therefore, Front Yard is no longer a
VIE under the amended guidance. As a result, effective January 1, 2016, we no longer consolidate the accounts of
Front Yard. We have applied ASU 2015-02 using the modified retrospective approach, which has resulted in a
cumulative-effect adjustment to our equity on January 1, 2016. As a result, periods prior to January 1, 2016 were not
impacted. The adoption effectively removed those balances previously disclosed that related to Front Yard from our
consolidated financial statements and eliminated the amounts previously reported as non-controlling interests in Front
Yard as a consolidated affiliate. Subsequent to adoption, our consolidated revenues consist of management fees and
expense reimbursements received from Front Yard under the AMA, and our consolidated expenses consist of salaries
and employee benefits, legal and professional fees and general and administrative expenses.

Due to the significance of Front Yard's consolidated financial statements to our historical consolidated financial
statements in periods prior to January 1, 2016, our consolidated financial statements have limited comparability with
our consolidated financial statements in 2015 and prior periods.
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On August 8, 2018, Front Yard acquired HavenBrook Partners, LLC (“HavenBrook™ or the “internal property manager”),
a full-service property management company and a Delaware limited liability company, as well as the 3,236 homes
managed by HavenBrook (the “RHA Acquired Properties”). The acquisition of HavenBrook provides Front Yard with

an internal property manager and an efficient, scalable property management platform that is designed to provide

tenants with excellent service. As Front Yard continues to grow, this platform will allow Front Yard to benefit from
economies of scale that will enhance long-term value for its stockholders. We refer to this transaction as the “HB
Acquisition.” Prior to the HB Acquisition, Front Yard relied exclusively on two external property management

vendors, Main Street Renewal, LLC (“MSR”) and Altisource S.a r.l. (“ASPS”), to provide, among other things, leasing
and lease management, operations, maintenance, repair and property management services in respect of certain of its
SFR properties.
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Upon the acquisition of HavenBrook, Front Yard commenced the internalization of its property management function,
and we expect that substantially all of Front Yard's single-family rental assets will be managed by HavenBrook by
March 31, 2019. On August 8, 2018, Front Yard amended its property management service agreement with Altisource
S.ar.l. to, among other things, move all homes managed by ASPS onto the internal property management platform.
The transition of homes away from ASPS was completed in November 2018, and, as of December 31, 2018, ASPS no
longer serves as a property manager for Front Yard. On December 7, 2018, Front Yard amended also its property
management service agreements with MSR (the “MSR Termination Agreements”) to provide for the transition of the
SFR properties managed by MSR to the internal property management platform. As of February 21, 2019, 12,868
properties were managed on the internal property management platform.

Additionally, our wholly owned subsidiary, NewSource Reinsurance Company Ltd. (“NewSource™), is a title insurance
and reinsurance company licensed with the Bermuda Monetary Authority. NewSource commenced reinsurance
activities during the second quarter of 2014. In December 2014, NewSource determined that the economics of the
initial business did not warrant the continuation of its initial reinsurance quota share agreement with an unrelated third
party. NewSource therefore transferred all of the risk of claims and future losses underwritten to an unrelated third
party, and its reinsurance and insurance business has been dormant since that time.

Our Business Strategy

Our business strategy is to (i) provide asset management services to Front Yard in a manner that builds long-term
value and a stable income stream for Front Yard's stockholders while generating management fees to AAMC and (ii)
to develop additional scalable investment strategies and vehicles by leveraging the expertise of our management team.

Front Yard's Business Strategy

We are committed to assisting Front Yard in executing its strategy of being one of the top SFR REITs serving
American families and their communities with a view to providing consistent and robust returns on equity and
long-term growth for its investors. We have guided significant growth in Front Yard's portfolio of SFR properties in
recent years. The HB Acquisition and subsequent internalization of the property management function, under our
management, has provided Front Yard with additional opportunities to deliver an excellent tenant experience and
manage its rental homes efficiently and in line with its key operating targets.

We believe there is a compelling opportunity in the SFR market and that we have implemented the right strategic plan
for Front Yard to capitalize on the sustained growth in SFR demand. Front Yard targets the moderately priced
single-family home market to acquire rental properties, which in our view, not only provide safe, comfortable homes
for Front Yard's residents, but also offer attractive yield opportunities.

We expect Front Yard to hold SFR properties over the long term with a focus on developing Front Yard's brand. We
also believe that, given the limited institutional penetration to date into the SFR marketplace, Front Yard's ability to
acquire and effectively manage assets with attractive yields in strategic markets provides Front Yard with a significant
opportunity to establish itself as a leading SFR equity REIT.

From an operational standpoint, Front Yard has established an extensive renovation and property management
infrastructure that provides it with geographic reach and a scalable property management structure that will allow

Front Yard to grow in a cost-efficient manner.

Front Yard's Acquisition Strategy
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Through the judicious use of cash under our management, Front Yard's strong financing relationships and the sale of
non-core assets, Front Yard has capitalized on opportunities to buy large portfolios and smaller pools of stabilized
rental homes and individual residential properties at attractive yields. Front Yard continues to have access to funding
and may execute upon acquisition opportunities as they become available.

We have been successful in our pursuit of this strategy on Front Yard's behalf to date, having increased Front Yard's
SFR portfolio to approximately 15,000 homes at December 31, 2018 from approximately 3,000 at December 31,
2015. We expect Front Yard to continue to opportunistically source, bid on and acquire SFR properties that meet its
targeted metrics under our management over the course of 2019.
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Strengths that AAMC Brings to Front Yard

We are committed to a business strategy that will enable Front Yard to efficiently manage and continue to grow its
SFR portfolio and to become one of the largest nationwide SFR REITs. Our goal is to enhance Front Yard's long-term
stockholder value through the execution of its business plan with a focus on its competitive strengths. We believe
these strengths will enable Front Yard to grow and provide strong stabilized results over time, which we expect will,
in turn, result in improved results for AAMC. Front Yard's strong competitive position is based on the following
strengths through our management:

Acquisition Strategy Enables Front Yard to Continue Building a Portfolio that Targets Attractive Yields to its
Stockholders. Through our personnel and technical expertise, we have developed a disciplined market and asset
selection approach and a valuation model for Front Yard that uses proprietary and market data to evaluate and project
the performance of SFR assets. This valuation model has been built with multiple broad economic and geographic
inputs as well as numerous property-level inputs to determine which properties will produce attractive yields and how
much to pay for these properties to best achieve optimal results. These internally developed tools help Front Yard to
evaluate the most attractive SFR properties for sale. We also leverage Front Yard's property inspection, management
and rental infrastructure and related data flows to identify and acquire attractive assets in any geographical locations
into which Front Yard desires to grow. We intend to continue to build Front Yard's internal property management
structure, which will allow Front Yard to focus on strategic geographical areas, develop regional experience to
continually refine Front Yard's acquisition strategy and achieve rental portfolio growth with properties marked by
strong stabilized occupancy rates and optimal economic returns. We also believe that Front Yard's focus on affordable
housing provides it with a potential advantage, as we believe this is an underserved market segment that provides
Front Yard with attractive yield and growth opportunities.

Extensive Internal Property Management Infrastructure. With the internal property manager and the support of its
growing nationwide vendor networks, we believe that Front Yard is well positioned to operate and manage SFR
properties across the United States at an attractive cost structure. The HB Acquisition has provided Front Yard with
an excellent, experienced property management team with a successful track-record of internal property management
operations and enables Front Yard to capitalize on additional opportunities to enhance its tenants’ experience and
improve its operating efficiency for its entire portfolio. We believe that the new internal property management
infrastructure provides Front Yard with a cost-efficient, scalable platform that will be a key factor in its success as it
continues to grow.

Depth of Management Experience. We believe the experience and technical expertise of our management team is one
of Front Yard's key strengths. Our team has a broad and deep knowledge of the real estate market with decades of
experience in real estate, mortgage trading, housing, financial services and asset management. Their experience in the
real estate industry brings a wealth of understanding of the markets in which Front Yard operates and can help Front
Yard build its portfolio in a manner that brings attractive potential returns to its stockholders. Management and its
supporting teams have expertise and extensive contacts that enable us to source SFR assets through access to auctions
and sellers of SFR assets and obtain financing to optimize available leverage. Due to our management team's
expertise, Front Yard has been able to strategically sell non-core assets to sustain a strong dividend while also using
the liquidity generated from these sales to increase the size of its SFR portfolio. We believe that our asset evaluation
process and the experience and judgment of our executive management team in identifying, assessing, valuing and
acquiring new SFR assets will help Front Yard to appropriately value the portfolios at the time of purchase and to
operate them profitably as Front Yard continues to grow.

Asset Management Agreement with Front Yard

10
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Pursuant to the AMA, we design and implement Front Yard's business strategy, administer its business activities and
day-to-day operations and provide corporate governance services, subject to oversight by Front Yard's Board of
Directors. We are responsible for, among other duties: (1) performing and administering certain of Front Yard's
day-to-day operations; (2) defining investment criteria in Front Yard's investment policy in cooperation with its Board
of Directors; (3) sourcing, analyzing and executing asset acquisitions, including the related financing activities;

(4) overseeing the renovation, leasing and property management of Front Yard's SFR properties performed by its
internal and external property managers; (5) analyzing and executing sales of REO properties and residential mortgage
loans; (6) overseeing the servicing of Front Yard's remaining residential mortgage loans; (7) performing asset
management duties and (8) performing corporate governance and other management functions, including financial,
accounting and tax management services.

3
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We provide Front Yard with a management team and support personnel who have substantial experience in the
acquisition and management of residential properties and residential mortgage loans. Our management also has
significant corporate governance experience that enables us to manage Front Yard's business and organizational
structure efficiently. We have agreed not to provide the same or substantially similar services without the prior written
consent of Front Yard's Board of Directors to any business or entity competing against Front Yard in (a) the
acquisition or sale of SFR and/or REO properties, non-performing and re-performing mortgage loans or other similar
assets; (b) the carrying on of an SFR business or (c) any other activity in which Front Yard engages. Notwithstanding
the foregoing, we may engage in any other business or render similar or different services to any businesses engaged
in lending or insurance activities or any other activity other than those described above. Further, at any time following
Front Yard's determination and announcement that it will no longer engage in any of the above-described competitive
activities, we would be entitled to provide advisory or other services to businesses or entities in such competitive
activities without Front Yard's prior consent.

On March 31, 2015, we entered into the AMA with Front Yard. The AMA, which became effective on April 1, 2015,
provides for the following management fee structure:

Base Management Fee. We are entitled to a quarterly base management fee equal to 1.5% of the product of (i) Front
Yard's average invested capital (as defined in the AMA) for the quarter multiplied by (ii) 0.25, while it has fewer than
2,500 SFR properties actually rented (“Rental Properties”). The base management fee percentage increases to 1.75% of
average invested capital while Front Yard has between 2,500 and 4,499 Rental Properties and increases to 2.0% of
average invested capital while it has 4,500 or more Rental Properties;

Incentive Management Fee. We are entitled to a quarterly incentive management fee equal to 20% of the amount by
which Front Yard's return on invested capital (based on AFFO, defined as net income attributable to holders of
common stock calculated in accordance with GAAP plus real estate depreciation expense minus recurring capital
expenditures on all real estate assets owned by Front Yard) exceeds an annual hurdle return rate of between 7.0% and
8.25% (or 1.75% and 2.06% per quarter), depending on the 10-year treasury rate. To the extent Front Yard has an
aggregate shortfall in its return rate over the previous seven quarters, that aggregate return rate shortfall gets added to
the normal quarterly return hurdle for the next quarter before we are entitled to an incentive management fee. The
incentive management fee increases to 22.5% while Front Yard has between 2,500 and 4,499 Rental Properties and
increases to 25% while it has 4,500 or more Rental Properties. Front Yard has the flexibility to pay up to 25% of the
incentive management fee to us in shares of its common stock; and

Conversion Fee. We are entitled to a quarterly conversion fee equal to 1.5% of the market value of assets
converted into leased single-family homes by Front Yard for the first time during the applicable quarter.

Because Front Yard has more than 4,500 Rental Properties, we are entitled to receive a base management fee
of 2.0% of Front Yard’s invested capital and a potential incentive management fee percentage of 25% of the amount by
which Front Yard exceeds its then-required return on invested capital threshold.

Under the AMA, Front Yard reimburses us for the compensation and benefits of the General Counsel dedicated to
Front Yard and certain other out-of-pocket expenses incurred on Front Yard's behalf.

The AMA requires that we are the exclusive asset manager for Front Yard for an initial term of 15 years from April 1,
2015, with two potential five-year extensions, subject to Front Yard achieving an average annual return on invested
capital of at least 7.0%. Under the AMA, neither party is entitled to terminate the AMA prior to the end of the initial
term, or each renewal term, other than termination by (a) us and/or Front Yard “for cause” for certain events such as a
material breach of the AMA and failure to cure such breach, (b) Front Yard for certain other reasons such as its failure

12
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to achieve a return on invested capital of at least 7.0% for two consecutive fiscal years after the third anniversary of
the AMA or (c) Front Yard in connection with certain change of control events.

If the AMA were terminated by Front Yard, our financial position and future prospects for revenues and growth would
be materially adversely affected.

Internalization of Scalable Property Management Platform
The HB Acquisition provides Front Yard with an efficient, scalable internal property management platform that
provides tenants with excellent service and allows Front Yard to benefit from economies of scale. With HavenBrook,

Front Yard has

4
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direct, internally managed control of leasing, renovation and turn management, vendor management, market analysis
and other property management support functions, which will enhance its ability to control costs and generate
long-term returns to its stockholders. As of December 31, 2018, Front Yard had 140 employees who serviced 7,400
homes in 23 MSAs across 16 states, and Front Yard works directly with over 300 vendors providing services to its
homes with capacity to process over 500 turns per month. When the remaining SFR properties serviced by MSR are
transitioned to the internal platform, Front Yard will directly service approximately 15,000 homes.

The transition to internal property management has also provided Front Yard with the opportunity to develop its brand
and enhance the tenant experience. The internal property manager has allowed Front Yard to develop a unified
approach to renovation management, repair and maintenance, vendor contracting and material supply chain
management in an effort to create a consistent look and feel for its SFR properties. Over time, we expect Front Yard to
develop a nationally recognized brand that is known for consistent quality at affordable prices.

This internal property management platform is driven by proprietary technology solutions that support tenant
experience and enhance operational efficiency and performance. In addition to in-house technicians, efficient
back-office support evaluates and solicits the appropriate external vendors to perform required work, assigns the work
to the vendor with the best possible combination of cost and delivery capabilities, provides uniform property
management and inspection criteria and utilizes technology to review and assess properties. We believe this
technology-driven property management infrastructure will result in increased long-term value for Front Yard's
stockholders, which will in turn benefit AAMC.

Front Yard's Investment Process

We continue to provide personnel and portfolio managers with substantial experience in the real estate market. Using
extensive market connections and a disciplined market and asset selection approach incorporating advanced
quantitative models, our capital markets group has demonstrated expertise in sourcing, analyzing and negotiating the
purchase of both large and small portfolios of rented single-family properties. Through close collaboration with Front
Yard's internal property management team, we are able to source and acquire properties that fit Front Yard's
investment strategy and integrate well with Front Yard's property management infrastructure. This expertise and
coordination has enabled us to strategically grow Front Yard's SFR portfolio to approximately 15,000 homes, the
majority of which were stabilized rentals at the time of acquisition.

Front Yard's Financing Strategy

Front Yard intends to continue to finance its real estate investments with debt and equity, the proportions and
character of which may vary based upon the particular characteristics of its portfolio and on market conditions. To the
extent available at the relevant time, Front Yard's financing sources may include bank credit facilities, term financing,
warehouse lines of credit, securitization financing, seller financing arrangements, structured financing arrangements
and repurchase agreements, among others. Front Yard may also seek to raise additional capital through public or
private offerings of debt or equity securities, depending upon market conditions.

Front Yard's Investment Committee and Investment Policy

We conduct substantially all of the investment activities on behalf of Front Yard pursuant to the AMA. Front Yard’s
Board of Directors has adopted a broad investment policy designed to facilitate our management of Front Yard’s
capital and assets and our maintenance of an investment portfolio profile that meets Front Yard’s objectives. We report
to Front Yard’s Investment Committee, whose role is to act in accordance with the investment policy and guidelines
approved by Front Yard’s Board of Directors for the investment of its capital. As part of an overall investment
portfolio strategy, the investment policy provides that we can facilitate Front Yard’s purchase or sale of

14
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non-performing or sub-performing residential mortgage loans, residential mortgage backed securities and real estate
assets. We are also authorized, on behalf of Front Yard, to offer leases on acquired single-family residential real
estate. The investment policy may be modified by Front Yard’s Board of Directors without the approval of our
stockholders.

The objective of Front Yard’s investment policy is to oversee our efforts to achieve a return on assets consistent with
Front Yard’s business objectives and to maintain adequate liquidity to meet Front Yard’s financial covenants and
regular cash requirements.

The Investment Committee is authorized to approve the financing of Front Yard’s investment positions through bank
credit facilities, seller financing arrangements, warehouse lines of credit, securitization financing, term financing,
structured financing arrangements and repurchase agreements, among others, provided such agreements are negotiated
with counterparties approved
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by the Investment Committee. We are also permitted to hedge Front Yard’s interest rate exposure on its financing
activities through the use of interest rate swaps or caps, forwards, futures and options, subject to prior approval from
Front Yard’s Investment Committee.

Investment Committee Approval of Counterparties
Front Yard’s Investment Committee is authorized to consider and approve, based on our recommendations:

the financial soundness of institutions with which Front Yard plans to transact business and recommendations with
respect thereto;

Front Yard’s risk exposure limits with respect to the dollar amounts of total exposure with a given institution; and
tnvestment accounts and trading accounts to be opened with banks, broker-dealers and financial institutions.

Investment Committee Guidelines

The activities of Front Yard’s Investment Committee are subject to the following guidelines, which we must follow in
making recommendations to the Investment Committee:

No investment will be made that would cause Front Yard or any of its subsidiaries to fail to qualify as a REIT for U.S.
federal income tax purposes;

No investment will be made that would cause Front Yard to be required to register as an investment company under
the Investment Company Act of 1940, as amended (the “Investment Company Act”); and

Until appropriate investments can be identified, Front Yard may invest available cash in interest-bearing and
short-term investments that are consistent with (a) Front Yard’s intention to qualify as a REIT and (b) Front Yard’s
exemption from registration as an investment company under the Investment Company Act.

Broad Investment Policy Risks

Front Yard's investment policy is very broad. Therefore, its Investment Committee and we have extensive latitude in
determining the types of assets that are appropriate investments for Front Yard and to make individual investment
decisions. In the future, we may make investments with lower rates of return than those anticipated under current
market conditions and/or may make investments with greater risks to achieve those anticipated returns. Front Yard's
Board of Directors will periodically review its investment policy and its investment portfolio but will not typically
review or approve each proposed investment made by us unless, for example, it falls outside our previously approved
investment policy or constitutes a related party transaction.

In addition, in conducting periodic reviews, Front Yard's Board of Directors will rely primarily on information
provided to it by us. We may use complex strategies, and transactions entered into by us on behalf of Front Yard may
be costly, difficult or impossible to unwind by the time they are reviewed by Front Yard's Board of Directors. Further,
Front Yard may change its investment policy and targeted asset classes at any time without the consent of its
stockholders, which could result in it making investments that are different in type from, and possibly riskier than, its
current investments or the investments currently contemplated. Changes in Front Yard's investment strategy,
investment policy and targeted asset classes may increase its exposure to interest rate risk, counterparty risk, default
risk and real estate market fluctuations, which could materially and adversely affect Front Yard and, in turn, could
adversely affect the fees we earn under our asset management agreement.

Employees
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As of December 31, 2018, we had 103 full-time employees in the USVI, the United States, the Cayman Islands and
India. Our employees undertake asset management functions for Front Yard that include acquisitions, capital markets
access, risk management, accounting, internal audit, corporate management and legal services. Our executive officers
are also officers of Front Yard.

We employ a dedicated General Counsel for Front Yard. Although he is not employed by Front Yard, his primary
duties are to act as Front Yard's General Counsel, and he reports to Front Yard's Board of Directors and Chief
Executive Officer. Front Yard also directs and approves his compensation and reimburses us for all costs associated
with his employment.

6
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Our Competition

We are in a highly competitive market and are competing with other asset managers. Our competitors may have
greater resources, more personnel, more clients, more sources of revenue and more capital than we do. Some of our
competitors' clients may have the advantage of having significant amounts of capital, lower cost of capital or access to
funding sources not available to our client. Additionally, our competitors and competitors' clients may have higher
risk tolerances or may be willing to accept lower returns on investment. Some of our competitors may be regarded by
potential clients as having better expertise related to specific assets.

Front Yard's Competition

Front Yard faces competition from various sources for the acquisition of SFR properties. Front Yard's competition
includes other REITs, hedge funds, developers, private equity funds and partnerships. To effectively compete, Front
Yard relies upon the substantial industry expertise of our management team and its coordination with the internal
property management team in determining the optimal markets to purchase homes. We believe our relationship with
Front Yard and the terms of the AMA provide Front Yard with a competitive advantage and help Front Yard assess
the investment risks and determine appropriate pricing. We expect Front Yard's current focus on directly acquiring
SFR properties in our preferred market segments will continue to allow Front Yard to compete more effectively for
attractive investment opportunities. Front Yard's competitive position is also reliant on the management team and
experienced personnel at its newly acquired internal property manager. The internal property management platform
has had a successful track record managing the properties it managed prior to the HB Acquisition, and we believe this
platform has been built for scale and will enable Front Yard to capitalize on additional opportunities to enhance its
tenants’ experience and improve its operating efficiency for its entire portfolio as it grows. However, there can be no
assurance that Front Yard will be able to achieve its business goals or expectations due to the competitive pricing and
other risks that it faces. Front Yard's competitors may have greater resources and access to capital and higher risk
tolerances than Front Yard, may be able to pay higher prices for assets or may be willing to accept lower returns on
investment. As the inventory of available SFR properties and related assets will fluctuate, the competition for assets
and financing may increase.

Front Yard also faces significant competition in the SFR market from other real estate companies, including REITs,
investment companies, partnerships and developers. To effectively manage rental yield and occupancy levels, Front
Yard will rely upon the ability of our management team and the internal property manager to supervise the renovation,
yield management and property management services on its acquired properties. We also believe that Front Yard's
focus on affordable housing provides it with a potential advantage, as Front Yard is focused on providing a
single-family option to residents who might not be able to afford or qualify for a mortgage, which we believe will
result in lower tenant turnover. Despite these efforts, some of Front Yard's competitors' SFR properties may be of
better quality, be in more desirable locations or have leasing terms more favorable than Front Yard offers. In addition,
Front Yard's ability to compete and meet its return objectives depends upon, among other factors, trends of the
national and local economies, the financial condition and liquidity of current and prospective tenants, availability and
cost of capital, taxes and governmental regulations. Given the significant competition, complexity of the market,
changing financial and economic conditions and evolving single-family tenant demographics and demands, we cannot
assure you that Front Yard will be successful in acquiring or managing SFR properties that satisfy its return
objectives.

Environmental Matters

We do not believe there are any environmental matters that will materially affect the conduct of our business.
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As an owner of real estate, Front Yard is subject to various federal, state and local environmental laws, regulations
and ordinances and also could be liable to third parties resulting from environmental contamination or noncompliance
with environmental laws at its properties. We are tasked with monitoring these laws, regulations and ordinances and
conducting due diligence in acquired properties for Front Yard. Environmental laws can impose liability on an owner
or operator of real property for the investigation and remediation of contamination at or migrating from such real
property without regard to whether the owner or operator knew of or was responsible for the presence of the
contaminants. The liability is generally not limited under such laws and could exceed the property's value and the
aggregate assets of the liable party. The presence of contamination or the failure to remediate contamination could
adversely affect Front Yard's ability to sell, lease or renovate the real estate or borrow using the real estate as
collateral. Although we do not believe these risks directly expose us to environmental liability as a separate
independent company, these and other risks related to environmental matters could have an adverse impact on Front
Yard, and such risks are described in more detail in “Item 1A. Risk Factors.”
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Governmental Regulations

Outside of routine business and regulatory filings to continue our registration as an investment adviser, we do not
believe there are any governmental regulations that will materially affect the conduct of our asset management
business.

Front Yard’s Governmental Regulations. Certain of Front Yard’s properties are subject to the rules of the various Home
Owners Associations (“HOAs”) where such properties are located. HOAs are private entities that regulate the activities
of owners and occupants of, and levy assessments on, properties in a residential subdivision. HOA rules and
regulations typically consist of various restrictions or guidelines regarding use and maintenance of the property. In
addition, Front Yard’s properties are subject to various covenants and local laws and regulatory requirements,

including permitting, licensing and zoning requirements. We believe that, under our management, Front Yard is in
material compliance with such covenants, local laws and regulatory requirements and HOA rules and regulations.

Front Yard also requires that its tenants agree to comply with such covenants, laws, ordinances and rules in their

leases with us.

Fair Housing Act Applicable to Front Yard. The Fair Housing Act (“FHA”) and its state law counterparts and the
regulations promulgated by the U.S. Department of Housing and Urban Development (“HUD”) and various state
agencies, prohibit discrimination in housing on the basis of race or color, national origin, religion, sex, familial status
(including children under the age of 18 living with parents or legal custodians, pregnant women and people securing
custody of children under the age of 18), handicap or, in some states, financial capability. We believe that, under our
management and that of its internal property manager, Front Yard’s properties are in substantial compliance with the
FHA and other 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 SEC. These filings are available to the public over the Internet at the SEC's website 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 http://www.altisourceamc.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 with or furnish to the SEC along with corporate governance information including our Corporate Governance
Guidelines, 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. 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

We have a limited operating history. If we are unable to implement our business strategy as planned, we will be

materially and adversely affected.
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We commenced operations in 2012, and our business model is relatively untested and evolving. Businesses like ours
that have a limited operating history and a limited client base present substantial business and financial risks and may
suffer significant losses. As a result, we cannot predict our results of operations, financial condition and cash flows.
Our results for prior periods are not necessarily indicative of our results for any future period, and we may not have
sufficient additional capital to implement our business model. There can be no assurance that our business will be
profitable or that it will be sustainable. The earnings potential of our proposed business is unproven, and the absence
of an operating history makes it difficult to evaluate our prospects. We may not be able to implement our business
strategy as planned, which could materially and adversely affect us.
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Failure of Front Yard to achieve desired results could result in drastically reduced management fees to us, which
would have a material adverse effect on our operating results and financial condition.

In March 2015, we entered into the AMA with Front Yard. The AMA, which became effective on April 1, 2015,
provides for the management fee structure described under “Item 1. Business - Asset Management Agreement with
Front Yard.” The three components of the fee structure are the base management fee, which is currently 2.0% of Front
Yard’s average invested capital (as defined in the AMA); the conversion fee, which is 1.5% of the market value of the
single-family homes leased by Front Yard for the first time during the quarter; and the incentive management fee,
which is currently 25% of the amount, if any, by which Front Yard’s return on invested capital (based on AFFO as
defined in the AMA) exceeds an annual hurdle return rate of between 7.0% and 8.25% (or 1.75% and 2.06% per
quarter), depending on the 10-year treasury rate. To the extent Front Yard has an aggregate shortfall in its return rate
over the previous seven quarters, that aggregate return rate shortfall gets added to the normal quarterly return hurdle
for the next quarter before we are entitled to an incentive management fee.

Since the effective date of the AMA, we have not yet earned any incentive management fees because Front Yard has
not achieved a return in invested capital, as defined in the AMA, of greater than the required quarterly hurdle in any
quarter since April 1, 2015. In addition, since Front Yard’s performance has resulted in shortfalls of the required return
on invested capital for the past seven quarters, those shortfalls have been added to the return on invested capital Front
Yard must achieve before entitling us to an incentive management fee. We cannot be certain as to whether or when we
will earn an incentive management fee under the AMA. If Front Yard is unable to achieve a return on invested capital
that entitles us to earn an incentive management fee, our operating results and financial condition would be
significantly limited, which, absent additional new revenue streams, could materially and adversely affect us.

Front Yard is our primary client, and we are primarily reliant on Front Yard to generate our revenues. A loss of Front
Yard as a client and/or our inability to obtain or develop new clients would materially adversely affect us.

Front Yard currently is our primary customer. The loss of this key customer or its failure to pay us would adversely
affect our revenues, results of operations and financial condition. Despite Front Yard’s or our efforts, Front Yard may
fail to substantially grow or have adverse financial performance for a number of reasons, including, without limitation,
failure to maintain adequate liquidity, an inability to grow through equity offerings and/or debt facilities, generation of
poor or inadequate returns or an inability to, or substantial delays in its efforts to, grow or monetize its portfolio.
Under the AMA, neither party is entitled to terminate the AMA prior to the end of the initial term or each renewal
term. However, Front Yard has the ability to terminate us (a) “for cause” for certain events such as a material breach of
the AMA and failure to cure such breach, (b) for certain other reasons such as its failure to achieve a return on
invested capital of at least 7.0% for two consecutive fiscal years after the third anniversary of the AMA or (c) in
connection with certain change of control events. There can be no assurance that Front Yard will not be entitled to
terminate us prior to the end of the initial term or any renewal term, particularly after April 2018, if Front Yard’s
results do not achieve the required returns for two consecutive years. Front Yard may also make a decision to abandon
the SFR business, which may have the constructive effect of terminating the AMA or drastically reducing our fees
under the AMA.

Since we are heavily reliant on revenues earned from Front Yard, investors may obtain additional information about
Front Yard in its SEC filings, including, without limitation, Front Yard’s financial statements and other important
disclosures therein, available at http://www.sec.gov and http://ir.frontyardresidential.com/financial-information.

We may not be able to obtain or develop additional clients on acceptable terms or at all. Our ability to attract, develop
and/or maintain additional clients may depend, in large part, on the success of Front Yard under our management and
our ability to continue to develop and implement Front Yard’s business plan profitably and enable Front Yard to
maintain and grow its stockholder returns and dividends. We may be unable to reduce our reliance on Front Yard for
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management fees, and our failure to do so could materially and adversely affect our results of operations and financial
condition and could adversely affect our ability to attract additional clients and the sustainability of our business
model.

The success of our business is dependent on Front Yard and its ongoing access to sufficient and cost-effective sources
of capital.

Front Yard may require additional working capital to implement its investment strategies and may need to utilize a
variety of funding sources to provide sufficient capital to effectively carry out its business plan over the long term. We
will have significant responsibilities in advising Front Yard on its capital raising activities. Our success is dependent
on Front Yard's ability to obtain such capital. Front Yard utilizes various sources of liquidity, including, without
limitation, accessing the capital markets to issue debt or equity securities; engaging in collateralized or other
borrowings, including repurchase agreements and

9
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warehouse facilities from third party banks; or entering into securitization transactions, all or any of which may not be
available or have terms that are not cost effective, therefore having an adverse impact on Front Yard's financial
performance. Front Yard currently is our primary customer. The loss of this key customer or its failure to pay us
would adversely affect our revenues, results of operation and financial condition. We may not be able to obtain
additional clients on acceptable terms or at all. Therefore, we may be unable to reduce our reliance on Front Yard for
management fees.

Any amendment, renegotiation or termination of the Asset Management Agreement with Front Yard may adversely
affect certain aspects of our business.

We are currently evaluating potential amendments to the existing asset management agreement with Front Yard or the
renegotiation of a new asset management agreement to better reflect the evolution of Front Yard's business. The
current asset management agreement with Front Yard provides for a base management fee and a conversion fee for
properties rented for the first time during a quarter. The current asset management agreement also has a potential
incentive management fee structure, which we have not yet earned under the current agreement. Any amendment
and/or renegotiation of the asset management agreement may result in a different fee structure or changes to the
existing performance criteria, reporting requirements, termination provisions or other material terms. Any such
amendment or renegotiation of the asset management agreement would require a negotiation of the terms thereof
between our independent directors, in consultation with their independent advisors, and the independent directors of
Front Yard. Therefore, it is possible that such a negotiation could result in material changes to the existing asset
management agreement and that such changes could adversely affect our financial performance, results from
operations, competitive position or our ability to change the asset management structure, at least in the short term. In
addition, attempts to amend or renegotiate the asset management agreement may require the time, expense and efforts
of our independent directors and management team, may not be successful or could result in a termination of or the
ability of either party to terminate the agreement, which could adversely affect our business.

The asset management business is intensely competitive.

The asset management business is intensely competitive, driven by a variety of factors, including asset performance,
the quality of service provided to clients, brand recognition and business reputation. Our asset management business
competes with a number of other asset managers. A number of factors serve to increase our competitive risks:

A number of our competitors may have greater financial, technical, marketing and other resources and more personnel
than we do;

Our clients may not perform as well as the clients of our competitors;

Several of our competitors and their clients have significant amounts of capital, and many of them have similar
management objectives to ours, which may create additional competition for management opportunities;

Some of these competitors' clients may also have a lower cost of capital and access to funding sources that are not
available to our clients, which may create competitive disadvantages for us with respect to funding opportunities;
Some of our competitors' clients may have higher risk tolerances, different risk assessments or lower return
thresholds, which could allow them to facilitate the acquisition and management by their clients of a wider variety of
assets and allow them to advise their clients to bid more aggressively than our clients for assets on which we would
advise our clients to bid;

There are relatively few barriers to entry impeding new asset management firms, and the successful efforts of new
entrants into the asset management business is expected to continue to result in increased competition;

Some of our competitors may have better expertise or be regarded by potential clients as having better expertise with
regard to specific assets; and

Other industry participants will from time to time seek to recruit members of our management team and other
employees away from us.
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Suboptimal economics of real estate-related insurance activities or a failure to commence and/or grow the business of
NewSource could adversely impact our investment in NewSource.

We invested $2.0 million in 100% of the common stock of NewSource during 2013, and we invested an additional
$5.0 million in 2015. Despite the commencement in 2014 of NewSource’s title reinsurance business operations,
NewSource determined that the economics of the initial business activities did not warrant the continuation of its
initial reinsurance quota share agreement with an unrelated third party. NewSource therefore transferred all of the risk
of claims and future losses underwritten to an unrelated third party for a price of $3.2 million.

10
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We are continuing to evaluate NewSource's real estate-related insurance and reinsurance strategy and considering
related opportunities. There is no assurance that we will be able to develop or grow NewSource's business strategy or
operations or engage in insurance and reinsurance activities at all. In any such event, the business model for
NewSource would become challenged or the growth of NewSource would become hampered, which would adversely
affect the economics of our investment in NewSource and/or its ability to generate stockholder returns.

We are subject to the risks of securities laws liability and related civil litigation.

We may be subject to risk of securities litigation and derivative actions from time to time as a result of being publicly
traded, including the actions set forth in “Item 3. Legal Proceedings.” There can be no assurance that any settlement or
liabilities in any future lawsuits or claims against us would be covered or partially covered by our insurance policies,
which could have a material adverse effect on our earnings in one or more periods. The range of possible resolutions
for any potential legal actions could include determinations and judgments against us or settlements that could require
substantial payments by us, including the costs of defending such suits, which could have a material adverse effect on
our financial condition, results of operations and cash flows.

An unidentified material weakness in our internal control over financial reporting could, if not remediated, result in
material misstatements in our financial statements.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such
that there is a reasonable possibility that a material misstatement of the company’s annual or interim financial
statements will not be prevented or detected on a timely basis. Our management is responsible for establishing and
maintaining adequate internal control over our financial reporting, as defined in Rule 13a-15(f) under the Exchange
Act. There can be no assurance that material weaknesses will not arise in the future or that any remediation efforts will
be successful. If additional material weaknesses or significant deficiencies in our internal controls are discovered in
the future, we could be required to restate our financial results or experience a decline in the price of our securities.

Our disclosure controls and procedures and internal control over financial reporting are designed to provide
reasonable assurance of achieving their objectives as specified above. Management does not expect, however, that our
disclosure controls and procedures or our internal control over financial reporting will prevent or detect all error and
fraud. Any control system, no matter how well designed and operated, is based upon certain assumptions and can
provide only reasonable, not absolute, assurance that its objectives will be met. Further, no evaluation of controls can
provide absolute assurance that misstatements due to error or fraud will not occur or that all control issues and
instances of fraud, if any, within the Company have been detected.

Our success depends on our senior management team, and if we are not able to retain them, it could have a material
adverse effect on us.

We are highly dependent upon the continued services and experience of our senior management team. We depend on
the services of members of our senior management team to, among other things, continue the development and
implementation of our growth strategies and maintain and develop our client relationships. In the event that, for any
reason, we are unable to retain our key personnel, it may be difficult for us to secure suitable replacements on
acceptable terms. This would adversely impact the development and implementation of our growth strategies.

Unpredictability of the credit markets may restrict our clients' or our access to capital and may make it difficult or
impossible for us to obtain any required additional financing.

The domestic and international credit markets may be unpredictable. In the event that we need additional capital for
our business, we may have a difficult time obtaining it and/or the terms upon which we can obtain it may be
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unfavorable, which would have an adverse impact on our financial performance. In addition, failures of our clients to
raise capital or access capital markets could adversely impact their ability to grow and/or generate adequate returns on
capital, which could adversely impact any management fees we earn.
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Our business could be significantly impacted if we suffer failure or disruptions of our information systems.

We rely heavily on communications, data processing and other information processing systems to conduct our
business and support our day-to-day activities, most services of which are provided through ASPS. Thus, our business
requires the continued operation of ASPS's sophisticated information technology systems and network infrastructure.
These systems are vulnerable to interruption by fire, loss, system malfunction and other events that are beyond our
control. Systems interruptions could reduce our ability to provide our services and could have an adverse effect on our
operations and financial performance. We have also been developing our own internal information technology
structure for our and Front Yard's business and are in the process of moving our technology systems away from ASPS.
There can be no guarantees that these initiatives will be successful on a timely basis or at all. Our inability to replace
or successfully replicate these information services from a third party or develop them internally could have an
adverse impact on our business and results of operations.

Failure to retain the tax benefits provided by the USVI would adversely affect our financial performance.

We are incorporated under the laws of the USVI and are headquartered in the USVI. The USVI has an Economic
Development Commission (the “EDC”) that provides benefits (“EDC Benefits”) to certain qualified businesses in the
USVI that enable us to avail ourselves of significant tax benefits for a thirty year period. We received our certificate to
operate as a company that qualifies for EDC Benefits as of February 1, 2013, which provides us with a 90% tax credit
on USVI-source income so long as we comply with the requirements of the EDC and our certificate of benefits. It is
possible that we may not be able to retain our qualifications for the EDC Benefits or that changes in U.S. federal,
state, local or USVI taxation statutes or applicable regulations may cause a reduction in or an elimination of the EDC
Benefits, all of which could result in a significant increase to our tax expense, and, therefore, adversely affect our
financial condition and results of operations.

Our USVI operations may become subject to United States federal income taxation.

AAMC, our parent company incorporated under the laws of the USVI, intends to operate in a manner that will cause
us to be treated as not engaging in a trade or business within the United States, which will cause us to be exempt from
current United States federal income taxation on our net income. However, because there are no definitive standards
provided by the Code, regulations or court decisions as to the specific activities that constitute being engaged in the
conduct of a trade or business within the United States, and as any such determination is essentially factual in nature,
we cannot assure you that the IRS will not successfully assert that we are engaged in a trade or business within the
United States.

If the IRS were to successfully assert that we have been engaged in a trade or business within the United States in any
taxable year, various adverse tax consequences could result, including the following:

We may become subject to current United States federal income taxation on our net income from sources within the
United States;

We may be subject to United States federal income tax on a portion of our net investment income, regardless of its
source;

We may not be entitled to deduct certain expenses that would otherwise be deductible from the income subject to
United States taxation; and

We may be subject to United States branch profits tax on profits deemed to have been distributed out of the United
States.

United States persons who own shares may be subject to United States federal income taxation on our undistributed
earnings and may recognize ordinary income upon disposition of shares.
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Significant potential adverse United States federal income tax consequences generally apply to any United States
person who owns shares in a passive foreign investment company (“PFIC”). We cannot provide assurance that we will
not be a PFIC in any future taxable year.

’

In general, we would be a PFIC for a taxable year if either (i) 75% or more of our income constitutes “passive income’
or (ii) 50% or more of our assets produce “passive income.” Passive income generally includes interest, dividends and
other investment income. We believe that we are currently operating, and intend to continue operating, our business in
a way that should not cause us to be a deemed PFIC; however, we cannot assure you the IRS will not successfully
challenge this conclusion.
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United States persons who, directly or indirectly or through attribution rules, own 10% or more of our shares (“United
States 10% Stockholders”), based on either voting power or value, may be subject to the controlled foreign corporation
(“CFC”) rules. Under the CFC rules, each United States 10% stockholder must annually include his pro rata share of the
CFC's “Subpart F income,” even if no distributions are made. Also, all capital gains from the sale of PFIC shares will be
treated as ordinary income for federal income tax purposes and thus are not eligible for preferential long-term capital
gains rates.

We believe that the dispersion of our ordinary shares among holders will generally prevent new stockholders who
acquire shares from being United States 10% Stockholders. We cannot assure you, however, that these rules will not
apply to you. If you are a United States person, we strongly urge you to consult your own tax adviser concerning the
CFC rules.

United States tax-exempt organizations who own shares may recognize unrelated business taxable income.

If you are a United States tax-exempt organization, you may recognize unrelated business taxable income with respect
to our insurance-related income if a portion of our Subpart F income is allocated to you. In general, Subpart F income
will be allocated to you if we are a CFC and you are a United States 10% Stockholder and certain exceptions do not
apply. In general, with respect to insurance revenues related to NewSource, we will be treated as a CFC only if
NewSource would be taxed as an insurance company were it a U.S. corporation, its applicable insurance liabilities
exceed 25% of its total assets and elective relief provisions do not apply. Although we do not believe that any United
States persons will be allocated Subpart F income, we cannot assure you that this will be the case. If you are a United
States tax-exempt organization, we advise you to consult your own tax adviser regarding the risk of recognizing
unrelated business taxable income.

We may in the future become subject to the Global Intangible Low-Taxed Income provisions.

The Tax Cuts and Job Reform Act requires U.S. stockholders of CFCs to include in income, as a deemed dividend, the
global intangible low-taxed income (“GILTI”) of the CFCs. The GILTI regime is designed to decrease the incentive for
a U.S. group to shift corporate profits to low-taxed jurisdictions. We are not currently impacted by the GILTI
provisions, as the entirety of the aggregate net income for each of our CFCs is excluded from our “net tested income”
(the basis on which the tax is calculated), as it constitutes Subpart F income and is subject to an effective foreign tax
rate greater than 90% of the maximum U.S. corporate income tax rate. We cannot rule out the possibility that we will
in the future find ourselves subject to the GILTI rules, should the income of our CFCs no longer be entirely Subpart F
income and be taxed at a foreign tax rate greater than 90% if the U.S. corporate income tax rate.

Change in United States tax laws may be retroactive and could subject us and/or United States persons who own
shares to United States income taxation on our undistributed earnings.

The tax laws and interpretations regarding whether we are engaged in a United States trade or business, are a CFC or a
PFIC are subject to change, possibly on a retroactive basis. New regulations or pronouncements interpreting or
clarifying such rules may be forthcoming from the IRS. We are not able to predict if, when or in what form such
guidance will be provided and whether such guidance will have a retroactive effect.

The impact of the initiative of the Organization for Economic Cooperation and Development to eliminate harmful tax
practices is uncertain and could adversely affect our tax status in the United States Virgin Islands.

The Organization for Economic Cooperation and Development has published reports and launched a global dialogue

among member and non-member countries on measures to limit harmful tax competition. These measures are largely
directed at counteracting the effects of tax havens and preferential tax regimes in countries around the world. While
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the USVI is currently a jurisdiction that has substantially implemented internationally agreed tax standards, we are not
able to predict if additional requirements will be imposed and, if so, whether changes arising from such additional
requirements will subject us to additional taxes.

Concentration of Credit Risk

We maintain our cash and cash equivalents at financial or other intermediary institutions. The combined account
balances at each institution typically exceed FDIC insurance coverage of $250,000 per depositor, and, as a result,
there is a concentration of credit risk related to amounts on deposit in excess of FDIC insurance coverage. At
December 31, 2018, substantially all of our cash and cash equivalent balances held at financial institutions exceeded
FDIC insured limits. Any event that would cause a material portion of our cash and cash equivalents at financial
institutions to be uninsured by the FDIC could have a material adverse effect on our financial condition and results of
operations.
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Risks Related to Our Management and Our Relationships

We could have conflicts with Front Yard, and our Directors or management could have conflicts of interest due to
their relationship with Front Yard, which may be resolved in a manner adverse to us.

We have engaged, and continue to engage, in a substantial amount of business with Front Yard. Conflicts may arise
between Front Yard and us because of our ongoing agreement with Front Yard and because of the nature of our
respective businesses.

Each of our executive officers is also an executive officer of Front Yard and has interests in our relationship with
Front Yard that may be different than the interests of our stockholders. As a result, they may have obligations to us
and Front Yard and could have conflicts of interest with respect to matters potentially or actually involving or
affecting us and Front Yard. In particular, these individuals have a direct interest in the financial success of Front Yard
that may encourage these individuals to support strategies in furtherance of the financial success of Front Yard that
could potentially adversely impact us.

We follow policies, procedures and practices to avoid potential conflicts with respect to our dealings with Front Yard,
including where necessary, certain of our officers recusing themselves from discussions on, and approvals of,
transactions with Front Yard. We also manage potential conflicts of interest through oversight by independent
members of our Board of Directors (independent directors constitute a majority of our Board of Directors), and we
will also seek to manage these potential conflicts through dispute resolution and other provisions of our agreements
with Front Yard. Although we continue to seek ways to lessen many of these potential conflicts of interest, there can
be no assurance that such measures will be effective, that we will be able to resolve all conflicts with Front Yard or
that the resolution of any such conflicts will be no less favorable to us than if we were dealing with a third party that
had none of the connections we have with Front Yard.

Our Directors have the right to engage or invest in the same or similar businesses as ours.

Our Directors may have other investments and business activities in addition to their interest in, and responsibilities
to, us. Under the provisions of our Charter and our bylaws (the “Bylaws”), our Directors have no duty to abstain from
exercising the right to engage or invest in the same or similar businesses as ours or employ or otherwise engage any of
the other Directors. If any of our Directors who are also directors, officers or employees of any company acquires
knowledge of a corporate opportunity or is offered a corporate opportunity outside of his capacity as one of our
Directors, then our Bylaws provide that such Director will be permitted to pursue that corporate opportunity
independently of us, so long as the Director has acted in good faith. Our Bylaws provide that, to the fullest extent
permitted by law, such a Director will be deemed to have satisfied his fiduciary duties to us and will not be liable to us
for pursuing such a corporate opportunity independently of us. This may create conflicts of interest between us and
certain of our Directors and result in less than favorable treatment of us and our stockholders. As of this date, none of
our Directors is directly involved as a director, officer or employee of a business that competes with us, but there can
be no assurance that will remain unchanged in the future.

Risks related to our common stock

The market price and trading volume of our common stock may be volatile and may be affected by market conditions
beyond our control.

The price at which our common stock trades has fluctuated, and may continue to fluctuate, significantly. The market
price of our common stock may fluctuate in response to many things, including but not limited to, the following:
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variations in actual or anticipated results of our operations, liquidity or financial condition;

changes in, or the failure to meet, our financial estimates or those of by securities analysts;

actions or announcements by our competitors;

potential conflicts of interest, or the discontinuance of our strategic relationships with Front Yard and
MSR;

failure of HavenBrook and MSR to provide effective and cost efficient property management services;
actual or anticipated accounting problems;

regulatory actions;

dack of liquidity;

changes in the financial condition or stock price of Front Yard;

changes in the market outlook for the real estate, mortgage or housing markets;

technology changes in our business;

changes in interest rates that lead purchasers of our common stock to demand a higher yield;
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actions by our stockholders;

speculation in the press or investment community;

general market, economic and political conditions, including an economic slowdown or dislocation in the global
credit markets;

failure to maintain the listing of our common stock on the NYSE American;

failure of Front Yard to qualify or maintain qualification as a REIT;

failure of Front Yard to maintain its exemption from registration under the Investment Company Act;

changes in accounting principles;

passage of legislation or other regulatory developments that adversely affect us or our industry; and

departure of our key personnel.

The market prices of securities of asset management service providers have experienced fluctuations that often have
been unrelated or disproportionate to the operating results of these companies. These market fluctuations could result
in extreme volatility in the market price of our common stock.

Furthermore, our small size and different investment characteristics may not continue to appeal to our current investor
base that may seek to dispose of large amounts of our common stock. There is no assurance that there will be
sufficient buying interest to offset those sales, and, accordingly, the market price of our common stock could be
depressed and/or experience periods of high volatility.

Risks to Us Related to Front Yard’s Business Risks and Operating Performance

Front Yard is our primary source of revenue and will drive our potential future growth. Any risk associated with Front
Yard's business that would adversely affect its ability to generate revenue and pay distributions to its stockholders is a
risk to our business, as our revenues, results of operations and financial condition significantly depend upon the
management fees paid to us by Front Yard. Any risk that ultimately adversely affects Front Yard could adversely
affect the revenues we can generate under the asset management agreement, our results of operations and our financial
condition. The risks related to Front Yard’s business are provided below.

Front Yard has a limited and evolving operating history. If Front Yard is unable to implement its business strategy as
planned, it will be materially and adversely affected.

Front Yard commenced operations approximately six years ago, and its business model is relatively untested and
evolving. Businesses like Front Yard’s that have a limited operating history present substantial business and financial
risks and may suffer significant losses. As a result we cannot predict Front Yard’s results of operations, financial
condition and cash flows. Front Yard only began to generate residential rental revenue during 2013, and its historical
financial results have been partially attributable to purchasing residential mortgage loans and other rental-related
assets at a discount. As a result of the changes to its acquisition strategy and evolving market conditions, Front Yard
has not completed any residential mortgage loan portfolio acquisitions since 2014, Front Yard do not anticipate further
acquisitions of such loans. There can be no assurance that Front Yard will be able to identify and successfully acquire
portfolios of SFR properties or related assets on favorable terms or at all.

Front Yard has experienced significant growth in its rental portfolio and anticipates further growth, which may result
in our inability to effectively manage its SFR portfolio, including, but not limited to, delays in renovations, suboptimal
tenant underwriting and other operational inefficiencies that could reduce Front Yard's profitability or damage its
reputation. Generally, we expect that Front Yard's SFR portfolio may grow at an uneven pace, if at all, as
opportunities to acquire SFR portfolios on acceptable terms may be irregularly timed and may involve large or small
portfolios of SFR properties. The timing and extent of Front Yard's success in acquiring such assets cannot be
predicted due to market conditions, limited financial resources or other constraints.
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As a result of the foregoing developments, results from prior periods are not necessarily indicative of Front Yard's
results for any future period, and Front Yard may not have sufficient additional capital to implement its business
model. There can be no assurance that Front Yard's business will remain profitable or that its profitability will be
sustainable. Any of these adverse consequences would have a material adverse impact on our results of operations and
business prospects.
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Front Yard is operating in an emerging industry, and the long-term viability of its investment strategy on an
institutional scale is unproven.

Large-scale institutional investment in single-family residential homes for rent is a relatively recent phenomenon that
has emerged out of the mortgage and housing crisis that began in late 2007. Prior to that time, SFR homes were
generally not viewed as viable assets for investment on a large scale by institutional investors. Consequently, the
long-term viability of the SFR property investment strategy on an institutional scale has not yet been proven. As a
participant in this emerging industry, Front Yard is subject to the risk that SFR properties may not prove to be a viable
long-term investment strategy on an institutional scale for a permanent capital vehicle. If it turns out that this
investment strategy is not a viable one, Front Yard would be materially and adversely affected and may not be able to
sustain the growth of its assets and results from operations that it seeks.

Front Yard's failure to raise equity capital and/or obtain adequate debt financing could adversely affect its ability to
increase its rental portfolio, manage its existing assets and generate stockholder returns.

Front Yard's success has been, may continue to be, largely dependent on its ability use its remaining free capital or to
raise equity capital and obtain debt financing to increase the size of its rental portfolio, manage its existing assets and
generate attractive stockholder returns. Front Yard requires significant financial resources and relies on cost-effective
leverage to maintain its obligations under its debt facilities and to continue to acquire portfolios of SFR properties. If
Front Yard is unable to continue to raise equity capital, leverage its portfolio through financing facilities with optimal
costs of debt or if Front Yard's leverage ratios are too high, its current portfolio and cash from operations may become
inadequate to meet its financial obligations, and any such failures would have a material adverse impact on the
management fees we earn under the AMA.

Front Yard uses leverage as a component of its financing strategy in an effort to increase its buying power and
enhance its returns. No assurance can be provided that Front Yard will be able to timely access all funds available
under its financing arrangements, refinance such financing arrangements or obtain other debt or equity financing on
favorable terms or at all.

In any event, limited availability of credit may have an adverse effect on Front Yard's ability to obtain financing on
favorable terms, thereby increasing financing costs and/or requiring Front Yard to accept financing with increasing
restrictions. Front Yard's long-term ability to grow through additional investments will be limited if it cannot obtain
additional debt or equity financing.

Front Yard may not be able to successfully operate its business or generate sufficient operating cash flows to make or
sustain distributions to its stockholders.

There can be no assurance that Front Yard will be able to successfully operate its business or generate sufficient cash
to make distributions to its stockholders. Front Yard's ability to make or sustain distributions to its stockholders
depends on many factors, including the following: the availability of attractive risk-adjusted investment opportunities
that satisfy its investment strategy and its success in identifying and consummating such opportunities on favorable
terms; the level and expected movement of home prices; the occupancy rates and rent levels of rental properties; the
restoration, maintenance, marketing and other operating costs related to its SFR and REO properties; Front Yard's
relatively new internal property management platform and its ability to accommodate growth; the level and volatility
of interest rates; our ability to effectively manage a significant increase in the number of properties in Front Yard’s
SFR portfolio; its ability to sell its remaining non-rental REO properties and mortgage loans on favorable terms; the
availability of short-term and long-term financing on favorable terms; conditions in the financial, real estate, housing
and mortgage markets and the general economic conditions, as to which no assurance can be given. We cannot assure
you that Front Yard will be able to make investments with attractive risk-adjusted returns or will not seek investments
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with greater risk to obtain the same level of returns or that the value of its investments in the future will not decline
substantially. Existing and future government regulations may result in additional costs or delays, which could

adversely affect the implementation of Front Yard's investment strategy, which could materially and adversely affect
our results of operations and financial condition.
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Front Yard has leveraged its investments and expects to continue to do so, which may materially and adversely affect
its return on investments and may reduce cash available for distribution to Front Yard's stockholders.

To the extent available, we intend to continue to leverage Front Yard's investments through borrowings, the level of
which may vary based on the particular characteristics of Front Yard's investment portfolio and on market conditions.
We have leveraged certain of Front Yard's investments to date through its repurchase agreements. Front Yard's
financing agreements generally require it to comply with various financial covenants, including, without limitation,
the following:

reporting requirements to the agent or lender,

minimum adjusted tangible net worth requirements,

minimum net asset requirements,

dimitations on the indebtedness,

minimum levels of liquidity, including specified levels of unrestricted cash,

{imitations on sales and dispositions of properties collateralizing certain of the loan agreements,
various restrictions on the use of cash generated by the operations of properties, and

& minimum fixed charge coverage ratio.

We expect any of Front Yard's future financing arrangements will have similar provisions. In the event that it is
unable to satisfy these requirements, Front Yard could be forced to sell additional investments at a loss, which could
materially and adversely affect Front Yard.

Front Yard's financing agreements are complex and require a significant level of oversight by management. In part,
this is due to the fact that the SFR properties and other assets that collateralize these facilities do not produce
consistent cash flows and require specific activities to be performed at specific points in time in order to preserve
value. Front Yard's inability to comply with the terms and conditions of these agreements could materially and
adversely impact it. In addition, Front Yard's outstanding financing agreements contain, and we expect any future
financing agreements will contain, events of default, including payment defaults, substantial margin calls, breaches of
financial and other covenants and/or certain representations and warranties, cross-defaults, servicer and property
manager termination events, guarantor defaults, bankruptcy or insolvency proceedings and other events of default
customary for these types of agreements. Because Front Yard's financing agreements will typically contain
cross-default provisions, a default that occurs under any one agreement could allow the lenders under its other
agreements to also declare a default. Any losses Front Yard incurs on its repurchase and other financing agreements
could materially and adversely affect Front Yard.

Front Yard has utilized term financing arrangements, loan agreements, repurchase agreements, seller financing
arrangements and securitization transactions to finance its portfolio and may in the future utilize other sources of
borrowings, including bank credit facilities, warehouse lines of credit and structured financing arrangements, among
others, each of which may have similar risks to other financing arrangements, including, but not limited to, covenant
compliance, events of default, acceleration and margin calls.

The percentage of leverage Front Yard employs, which could increase substantially in the future, varies depending on
assets in its portfolios, its available capital, its ability to obtain and access financing arrangements with lenders and the
lenders’ and rating agencies’ estimate of the stability of its investment portfolio’s cash flow. There can be no assurance
that new sources of financing will be available to Front Yard in the future or that existing sources of financing will
continue to be available to it. Front Yard's governing documents contain no limitation on the amount of debt it may
incur. In general, the use of leverage amplifies Front Yard's results, both positively and negatively. If Front Yard does
not achieve its targeted results, Front Yard's return on its investments and cash available for distribution to its
stockholders may be reduced, and the cost of its financing could exceed the revenues it generates from its portfolio.
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Front Yard's debt service payments will reduce cash flow available for distribution to stockholders. Front Yard may
not be able to meet its debt service obligations and, to the extent that it cannot, it risks the loss of some or all of its
assets to foreclosure or sale to satisfy the obligations.

If these risks are realized by Front Yard, our ability to generate management fees could be harmed and our results of
operations and financial condition could be materially and adversely affected.

17

39



Edgar Filing: Altisource Asset Management Corp - Form 10-K
(table of contents)

Front Yard utilizes non-recourse long-term financing structures, and such structures expose it to risks which could
result in losses to Front Yard.

Front Yard currently utilizes securitization and other non-recourse long-term financing for certain of its investments
and intends to continue to do so if, and to the extent, available. In such structures, Front Yard's lenders typically have
only a claim against the assets collateralizing the debt rather than a general claim against Front Yard as an entity,
subject to certain exceptions. In addition, long-term financing structures may offer significantly less flexibility to
refinance or terminate on cost-effective terms or at all and, as a result, could make it more difficult for Front Yard to
capitalize on changes in market conditions, including the availability of less expensive debt. In the event it is unable to
renew or refinance existing long-term facilities, Front Yard may increase its reliance on short-term facilities, which
would likely be recourse to Front Yard as an entity.

Front Yard may also continue to finance its investments with relatively short-term facilities until a sufficient portfolio
is accumulated. If Front Yard is unable to renew, refinance or obtain new long-term and/or short-term facilities, it may
be required to seek other forms of potentially less attractive financing or to liquidate assets at an inopportune time or
price. In such an event, Front Yard's overall results of operations and financial condition would be materially
adversely impacted, which would adversely impact our ability to generate management fees.

Front Yard's inability to make interest and/or principal payments on its single-family rental financing arrangements
would have a material adverse effect on its results of operations and financial condition.

Front Yard has entered into various term financing loans to finance its portfolio of SFR properties. These loans (the
“SFR Loans”) are each secured by the membership interests in the applicable subsidiary of Front Yard that owns the
underlying properties (each, an “SFR Borrower”) and the properties and other assets held by such SFR Borrower. Upon
the occurrence of a default of the payment of principal and/or interest on one or more of the SFR Loans, recourse may
generally be had against the assets of the applicable SFR Borrower and the membership interests in such SFR
Borrower. The primary security and source of payment for the SFR Loans is the cash flows generated by the
properties and the other collateral described in the underlying loan agreements (the “SFR Loan Agreements”). Since
revenues from the properties held by the relevant SFR Borrower generally serve as the primary source for monthly
payments due on the corresponding SFR Loan, if revenue from the properties is reduced or if expenses incurred in the
operation of the properties increase, the ability of such SFR Borrower to make payments with respect to such SFR
Loan may be impaired. Similarly, the SFR Loan Agreements require the applicable SFR Borrower to make a balloon
payment at the ultimate maturity date of the corresponding SFR Loan. The ability of the relevant SFR Borrower to sell
and/or refinance the properties and to make the payment on the maturity date or the equity owner of the SFR
Borrower (each a “SFR Equity Owner”), to sell and/or refinance its equity interest in such SFR Borrower to timely
perform its guaranty obligations with respect to such maturity date payment, could be impaired by a decline in the
value of the collateral properties. If an SFR Borrower is unable to make payments under the applicable SFR Loan or
fails to make payment at maturity, the lender would be able to take possession/title to the membership interests of
such SFR Borrower and the properties and other assets of such SFR Borrower to satisfy and discharge the
corresponding SFR Loan obligations. In such an event, Front Yard's overall results of operations and financial
condition would be materially adversely affected.

Even though the SFR Loans are non-recourse to Front Yard and all of its subsidiaries other than the relevant SFR
Equity Owner and SFR Borrower, Front Yard has agreed to limited bad act indemnification obligations to the lender
for the payment of (i) certain losses arising out of certain bad or wrongful acts of the SFR Equity Owners and SFR
Borrowers with respect to the SFR Loans and (ii) a portion of the principal amount of the SFR Loans and certain other
obligations under the SFR Loan Agreements in the event Front Yard causes certain voluntary bankruptcy events of the
applicable SFR Equity Owner or SFR Borrower. Any of such liabilities could have a material adverse effect on Front
Yard's results of operations and/or financial condition.
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Front Yard utilize repurchase agreement financing structures, and such structures expose Front Yard to risks that
could result in losses.

Front Yard have leveraged certain of our investments to date through its repurchase agreements. When Front Yard
enters into any repurchase agreement, it may sell residential properties or securities to lenders (i.e., repurchase
agreement counterparties) and receive cash from the lenders. The lenders are obligated to resell the same assets back
to Front Yard at the end of the term of the transaction. Because the cash Front Yard receives from the lender when it
initially sells the assets to the lender is less than the value of those assets, if the lender defaults on its obligation to
resell the same assets back to Front Yard, it could incur a loss on the transaction. In addition, repurchase agreements
generally allow the counterparties, to varying degrees, to determine a new market value of the collateral to reflect
current market conditions or for other reasons. If such counterparty determines that the value of the collateral has
decreased, it may initiate a margin call and require Front Yard to either post additional collateral
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to cover such decrease or repay a portion of the outstanding borrowing. Should this occur, in order to obtain cash to
satisfy a margin call, Front Yard may be required to liquidate assets at a disadvantageous time, which could cause
Front Yard to incur losses. In the event Front Yard is unable to satisfy a margin call, our counterparty may sell the
collateral, which may result in significant losses to Front Yard.

Front Yard may be unable to integrate HavenBrook’s business successfully and realize anticipated synergies and other
expected benefits of the HB Acquisition in the anticipated timeframe or at all.

The HB Acquisition and related transactions involved the combination of companies that previously operated as
independent companies. In addition, the MSA Amendment Agreement with ASPS required Front Yard to hire certain
property management personnel that had been operating the properties previously managed by ASPS. Front Yard has
devoted and continue to devote significant management attention and resources to the ongoing integration of
HavenBrook’s business practices and operations as well as the acquired personnel from ASPS and other new property
management personnel hired as Front Yard grows. The potential difficulties Front Yard may encounter in completing
the integration process include, without limitation, the following:

the complexities associated with the successful operation of HavenBrook as a property manager, including Front
%Yard's inability to effectively perform the property management services at the level and/or the anticipated cost or as a
result of a failure to allocate sufficient resources to meet Front Yard's property management needs;

the complexities associated with integrating personnel from HavenBrook and ASPS, including retaining key
HavenBrook employees and hiring additional property management personnel as Front Yard grows;

the complexities associated with integrating HavenBrook’s separate technology systems, property management
policies and procedures, regulatory and legal compliance controls and financial reporting practices and controls into
Front Yard's business;

potential unknown liabilities and unforeseen increased expenses associated with the HB Acquisition; and
performance shortfalls as a result of the diversion of management’s attention caused by completing the HB
Acquisition and integrating the companies’ operations.

For all these reasons, it is possible that the integration process could result in the distraction of management or
inconsistencies in operations, services, standards, controls, policies and procedures, any of which could adversely
affect Front Yard's ability to maintain relationships with operators, vendors and/or employees or to achieve the
anticipated benefits of the HB Acquisition or could otherwise materially and adversely affect Front Yard's business
and financial results.

Front Yard has incurred and will continue to incur expenses related to the HB Acquisition, MSA Amendment
Agreement with ASPS and the MSR Termination Agreements and will continue to incur substantial expenses in
integrating HavenBrook and transitioning property management services from ASPS and MSR.

Front Yard incurred substantial expenses in connection with completing the HB Acquisition and will continue to incur
substantial expenses as it integrates HavenBrook’s business, operations, staff, networks, systems, technologies, policies
and procedures with its business. Front Yard also incurred and will continue to incur additional expense related to the
transition of property management services performed by ASPS and MSR to the internal property management
platform. As of December 31, 2018, ASPS no longer managed any of Front Yard's SFR properties, and the transition
of property management for the remaining SFR properties managed by MSR to HavenBrook is expected to be
substantially complete by March 31, 2019. During the integration and property management transition process, certain
expenses may be duplicated, and Front Yard's expenses will increase, particularly if the services provided by MSR are
required for a longer period than anticipated. Factors beyond Front Yard's control could affect the total amount or the
timing of its integration and property management transition expenses. Many of the integration and transition
expenses that Front Yard incurs, by their nature, are difficult to estimate accurately at the present time. As a result, the
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transaction and integration expenses associated with the HB Acquisition and the transition of property management
from ASPS and MSR could, particularly in the near term, exceed the anticipated cost savings related to the integration
of HavenBrook and the internalization of property management service following the HB Acquisition. These savings
are not expected to be fully realized until Front Yard achieves full integration and completes the property management
services transition, which is not expected to occur immediately. If the expenses Front Yard incurs as a result of the HB

Acquisition and the property management transition process are higher than anticipated, Front Yard's financial results
would be adversely affected.
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Front Yard's failure to effectively perform property management functions through HavenBrook or to effectively
manage its expanded portfolio and operations could materially and adversely affect Front Yard.

Prior to the HB Acquisition, Front Yard had relied on third parties (ASPS and MSR) to provide property management
services for the properties in its SFR portfolio. As a result, prior to August 8, 2018, Front Yard did not have direct
experience operating its own property manager. If Front Yard's newly acquired property manager is unable to
effectively perform property management services at the level and/or the cost anticipated or sufficient resources to
meet our property management needs are not allocated, it would adversely affect Front Yard's performance. Through
HavenBrook, Front Yard will have direct responsibility for the management of a significant proportion of the
properties in its SFR portfolio, including, without limitation, renovations, maintenance and certain matters related to
leasing, such as marketing and selection of tenants for the HavenBrook-managed properties and the ASPS and MSR
properties that Front Yard has moved to the HavenBrook platform. In addition, Front Yard will be responsible for
ensuring the compliance of HavenBrook with governmental laws, regulations and covenants that are applicable to its
homes, tenants and prospective tenants, including, without limitation, permitting, licensing and zoning requirements
and tenant relief laws, such as laws regulating evictions, rent control laws and other regulations that limit Front Yard's
ability to increase rental rates. Front Yard does not have experience operating its own property manager, and it is
difficult to evaluate its potential future performance.

Front Yard's ability to perform the property management services will be affected by various factors, including,
among other things, its ability to maintain sufficient personnel and retain key personnel and the number of our SFR
properties that it will manage. For example, following the property management transition anticipated under the MSR
Termination Agreements with MSR, the number of properties that HavenBrook managed will almost double. These
increases in the number of properties Front Yard manages have required Front Yard to hire a large number of
additional qualified personnel, including the ASPS employees that transitioned to the internal property manager. No
assurance can be made that Front Yard will continue to be successful in attracting and retaining skilled personnel or in
integrating any new personnel into its organization.

Although we expect that the HB Acquisition and the utilization of HavenBrook as an internal property manager will
result in certain benefits for Front Yard, there can be no assurance regarding when or the extent to which Front Yard
will be able to realize these benefits, which may be difficult, unpredictable and subject to delays. Front Yard's future
success will depend, in part, upon our ability to manage its expansion and integrate new operations into its existing
business in an efficient and timely manner, successfully monitor its operations, costs, regulatory compliance and
service quality, and maintain other necessary internal controls. There can be no assurance Front Yard's expansion or
acquisition opportunities will be successful, or that it will realize its expected operating efficiencies, cost savings,
revenue enhancements, synergies or other benefits.

Front Yard's inability to effectively perform the property management services on the properties through HavenBrook
or to effectively manage its expanded portfolio and operations could materially adversely affect Front Yard's business,
financial results and share price.

The transition of properties managed by MSR to the HavenBrook property management platform will present
challenges that, if not adequately addressed, may adversely impact Front Yard.

Pursuant to the MSR Termination Agreements, Front Yard has agreed to transfer of all of its MSR-managed rental
properties to the HavenBrook property management platform by March 31, 2019. In addition, it is possible that certain
former employees of ASPS may leave after the transition of the ASPS-managed properties, which may adversely
affect the performance of such properties after they are transferred to the HavenBrook platform. As such, Front Yard's
failure to efficiently transfer such properties in a timely manner or maintain or improve the property management
operations after the transitions are complete may result in increased costs or disruption in the services to its tenants.
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Front Yard faces intense competition for the employment of highly skilled managerial and operational personnel.

Front Yard's business plan may require that it employ additional highly skilled managerial and operational personnel,
and Front Yard's inability to recruit and retain qualified personnel in the future could have an adverse effect on its
business and financial results. Competition for such skilled managerial and operational personnel is intense. As
additional large real estate investors and property managers enter into and expand their scale within the single-family
rental business, we expect Front Yard to face increased challenges in hiring and retaining personnel, and there can be
no assurance that Front Yard will be successful in attracting and retaining such skilled personnel. If Front Yard is
unable to hire and retain qualified personnel as required, its growth and operating results could be adversely affected.
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Front Yard's ability to meet its labor needs while controlling its labor costs is subject to numerous external factors,
including unemployment levels, prevailing wage rates, changing demographics and changes in employment
legislation. If Front Yard is unable to retain qualified personnel or its labor costs increase significantly, its business
operations and financial performance could be adversely impacted.

Failure of MSR to effectively perform its obligations under its agreements with Front Yard could materially and
adversely affect Front Yard.

Prior to the HB Acquisition, Front Yard had engaged MSR to provide property management services. Pursuant to the
MSR Termination Agreements, Front Yard has agreed to transfer substantially all of its MSR-managed rental
properties to the HavenBrook property management platform by March 31, 2019. If for any reason, prior to the
transfer of property management to the internal property management platform, MSR is unable to perform the services
described under these agreements at the level and/or the cost that we anticipate or fails to allocate sufficient resources
to meet Front Yard's needs for additional services under these agreements, qualified alternate service providers may
not be readily available on a timely basis, on favorable terms or at all, which would adversely affect Front Yard's
performance. The performance of Front Yard's SFR portfolio will be affected by management decisions relating to the
properties, which in turn may be affected by events or circumstances impacting MSR and its affiliates or the financial
condition or results of operations of any of the foregoing. In certain circumstances and subject to the restrictions set
forth in the property management agreements between MSR and Front Yard, MSR has broad discretion with the
respect to the management of the properties, including, without limitation, certain renovations, maintenance and
certain matters related to leasing, including marketing and selection of tenants. MSR does not have long-term
established track records to demonstrate their successful operation over a significant period of time. It is difficult to
evaluate potential future performance of MSR and its ability to continue to perform management services effectively
or within Front Yard's existing cost and expense assumptions without the benefit of such established track records.

MSR's ability to perform its obligations under the property management services agreements with Front Yard will be
affected by various factors, including, among other things, their ability to hire sufficient personnel and retain key
personnel, the number of Front Yard's properties that they manage and the volume of properties under management
for their other clients. Increases in the number of properties under management by MSR that it manages away from
Front Yard may require it to hire additional qualified personnel. No assurance can be made that MSR will be
successful in attracting and retaining skilled personnel or in integrating any new personnel into its organization and
into its property management structure for Front Yard's acquired properties. Moreover, as the size of MSR's property
management portfolios changes, the resources dedicated to Front Yard could decrease or require MSR's personnel to
focus on clients other than Front Yard. Such a decrease in productivity may adversely affect the management of Front
Yard's properties.

MSR's failure to perform the services under its property management agreements or our inability to retain qualified
alternate service providers to replace and/or supplement these services could result in a material adverse effect on
Front Yard.

Front Yard may incur significant costs in renovating its properties or turning vacant properties, and it may
underestimate the costs or amount of time necessary to complete restorations or unit turns.

While a substantial portion of the SFR properties Front Yard has acquired to date meet its rental specifications at the
time of acquisition, properties frequently require additional renovations prior to renting. Before renting a property, a
detailed assessment is performed, with an on-site review of the property, to identify the scope of renovation to be
completed. Beyond customary repairs, Front Yard may undertake improvements designed to optimize the overall
property appeal and increase the value of the property. Though we endeavor to conduct property inspections and due
diligence prior to Front Yard's acquisition of new SFR portfolios, we expect that nearly all of Front Yard's rental
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properties will require some level of renovation immediately upon their acquisition or in the future following
expiration of a lease or otherwise. Front Yard may acquire properties that we plan to extensively renovate and restore.
In addition, in order to reposition properties in the rental market, Front Yard will be required to make ongoing capital
improvements and may need to perform significant renovations and repairs from time to time. Consequently, Front
Yard is exposed to the risks inherent in property renovation, including potential cost overruns, increases in labor and
materials costs, delays by contractors in completing work, delays in the timing of receiving necessary work permits
and certificates of occupancy, poor workmanship and improper oversight by MSR. If our assumptions regarding the
cost or timing of renovations across Front Yard's properties prove to be materially inaccurate, it may be more costly or
take significantly more time than anticipated to develop and grow its SFR portfolio, which could materially and
adversely affect Front Yard. This could, in turn, materially and adversely affect our ability to generate management
fees.

In addition, we anticipate a minimum level of effort will be required to prepare a newly vacant property to be made
ready for occupancy by a new tenant, and Front Yard is exposed to risks of cost overruns, increases in costs of
materials or labor, delays

21

47



Edgar Filing: Altisource Asset Management Corp - Form 10-K
(table of contents)

in the completion of work and other factors. If Front Yard is unable to perform unit turns efficiently or in a timely
manner, it would experience decreased revenue, increased expenses or both.

The availability of portfolios of single-family residential properties for purchase on favorable terms may decline as
market conditions change, our industry matures and/or additional purchasers for such portfolios emerge, and the prices
for such portfolios may increase, any of which could materially and adversely affect us.

In recent years, there has been an increase in supply of SFR property portfolios available for sale. Because Front Yard
operates in an emerging industry, market conditions may be volatile, and the prices at which portfolios of SFR
properties can be acquired may increase from time to time, or permanently, due to new market participants seeking
such portfolios, a decrease in the supply of desirable portfolios or other adverse changes in the geographic areas that
we may target from time to time. For these reasons, the supply of SFR properties that Front Yard may acquire may
decline over time, which could materially and adversely affect Front Yard and its growth prospects.

Portfolios of properties that Front Yard has acquired or may acquire may include properties that do not fit its
investment criteria, and divestiture of such properties may be costly or time consuming or both, which may adversely
affect its operating results.

Front Yard acquired, and expects to continue to acquire, portfolios of SFR properties, many of which are, or will be,
subject to existing leases. To the extent the management and leasing of such properties has not been consistent with its
property management and leasing standards, Front Yard may be subject to a variety of risks, including risks relating to
the condition of the properties, the credit quality and employment stability of the tenants and compliance with
applicable laws, among others. In addition, financial and other information provided to Front Yard regarding such
portfolios during our due diligence may be inaccurate, and Front Yard may not be able to obtain relief under
contractual remedies, if any. If Front Yard concludes that certain properties acquired as part of a portfolio do not fit its
investment criteria, it may decide to sell such properties and may be required to renovate the properties prior to sale,
to hold the properties for an extended marketing period and/or sell the property at an unfavorable price, any of which
could materially and adversely affect Front Yard.

Competition in identifying and acquiring residential rental assets could adversely affect Front Yard's ability to
implement its business strategy, which could materially and adversely affect Front Yard.

Front Yard faces competition from various sources for investment opportunities, including REITs, hedge funds,
private equity funds, partnerships, developers and others. Some third-party competitors have substantially greater
financial resources and access to capital than Front Yard does and may be able to accept more risk than Front Yard
can. Competition from these companies may reduce the number of attractive investment opportunities available to
Front Yard or increase the bargaining power of asset owners seeking to sell, which would increase the prices of assets.
If such events occur, Front Yard's ability to implement its business strategy could be adversely affected, which could
materially and adversely affect Front Yard. Given the existing competition, complexity of the market and requisite
time needed to make such investments, no assurance can be given that Front Yard will be successful in acquiring
investments that generate attractive risk-adjusted returns. Furthermore, there is no assurance that such investments,
once acquired, will perform as expected. If these risks are realized by Front Yard, our ability to generate management
fees could be harmed and our results of operations and financial condition could be materially and adversely affected.

Front Yard may be materially and adversely affected by risks affecting the single-family rental properties in which its

investments may be concentrated at any given time, as well as from unfavorable changes in the related geographic
regions.
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Front Yard's assets are not subject to any geographic diversification requirements or concentration limitations, and, as
a result, circumstances or events that impact a geographic region in which Front Yard has a significant concentration
of properties, including a downturn in regional economic conditions or natural disasters, could materially and
adversely affect Front Yard. Entities that sell residential rental portfolios may group the portfolios by location or other
metrics that could result in a concentration of Front Yard's portfolio by geography, SFR property characteristics and/or
borrower or tenant demographics. Such concentration could increase the risk of loss to Front Yard if the particular
concentration in its portfolio is subject to greater risks or undergoing adverse developments. In addition, adverse
conditions in the areas where the properties or borrowers are located (including business layoffs or downsizing,
industry slowdowns, changing demographics, oversupply, reduced demand and other factors) may have an adverse
effect on the value of its investments. A material decline in the demand for single-family housing or rentals in the
areas where Front Yard owns assets may materially and adversely affect Front Yard. Lack of diversification can
increase the correlation of non-performance and foreclosure risks among Front Yard's investments.
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If these risks are realized by Front Yard, our ability to generate management fees could be harmed and our results of
operations and financial condition could be materially and adversely affected.

Short-term leases of residential property expose Front Yard more quickly to the effects of declining market rents.

We anticipate that a majority of Front Yard's leases to tenants of SFR properties will be for a term of one to two years.
As these leases permit the residents to leave at the end of the lease term without penalty, we anticipate Front Yard's
rental revenues will be affected by declines in market rents more quickly than if its leases were for longer terms.
Short-term leases may result in high turnover, resulting in additional cost to renovate and maintain the property and
lower occupancy levels. Because Front Yard has a limited operating history, its tenant turnover rate and related cost
estimates may be less accurate than if we had more operating data upon which to base these estimates.

Front Yard may be unable to secure funds for property restoration or other capital improvements, which could limit its
ability to attract, retain or replace tenants.

When Front Yard acquires or otherwise takes title to single-family properties or when tenants fail to renew their leases
or otherwise vacate their space, Front Yard generally will be required to expend funds for property restoration and
leasing commissions in order to lease the property. If Front Yard has not established reserves or set aside sufficient
funds for such expenditures, it may have to obtain financing from other sources, as to which no assurance can be
given. Front Yard may also have future financing needs for other capital improvements to restore its properties. If
Front Yard needs to secure financing for capital improvements in the future but are unable to secure such financing on
favorable terms or at all, Front Yard may be unable or unwilling to make capital improvements or it may be required
or may choose to defer such improvements. If this happens, Front Yard's properties may suffer from a greater risk of
obsolescence or decreased marketability, a decline in value or decreased cash flow as a result of fewer potential
tenants being attracted to the property or existing tenants not renewing their leases. If Front Yard does not have access
to sufficient funding in the future, it may not be able to make necessary capital improvements to its properties, and its
properties’ ability to generate revenue may be significantly impaired. If these risks are realized by Front Yard, our
ability to generate management fees could be harmed and our results of operations and financial condition could be
materially and adversely affected.

Front Yard's revenue and expenses are not directly correlated, and, because a large percentage of its costs and
expenses are fixed and some variable expenses may not decrease over time, it may not be able to adapt its cost
structure to offset any declines in its revenue.

Many of the expenses associated with Front Yard's business, such as acquisition costs, restoration and maintenance
costs, HOA fees, personal and real property taxes, insurance, compensation and other general expenses are fixed and
would not necessarily decrease proportionally with any decrease in revenue. Front Yard's assets also will likely
require a significant amount of ongoing capital expenditure. Front Yard's expenses, including capital expenditures,
will be affected by, among other things, any inflationary increases, and cost increases may exceed the rate of inflation
in any given period. Certain expenses, such as HOA fees, taxes, insurance and maintenance costs are recurring in
nature and may not decrease on a per-unit basis as Front Yard's portfolio grows through additional property
acquisitions. By contrast, Front Yard's revenue is affected by many factors beyond our control, such as the availability
and price of alternative rental housing and economic conditions in its markets. As a result, Front Yard may not be able
to fully, or even partially, offset any increase in its expenses with a corresponding increase in its revenues. In addition,
state and local regulations may require Front Yard to maintain its properties, even if the cost of maintenance is greater
than the potential benefit. If these risks are realized by Front Yard, our ability to generate management fees could be
harmed and our results of operations and financial condition could be materially and adversely affected.

Competition could limit Front Yard's ability to lease single-family rental properties or increase or maintain rents.
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Front Yard's SFR properties, when acquired, will compete with other housing alternatives to attract residents,
including rental apartments, condominiums and other single-family homes available for rent as well as new and
existing condominiums and single-family homes for sale. Front Yard's competitors’ SFR properties may be better
quality, in a more desirable location or have leasing terms more favorable than Front Yard can provide. In addition,
Front Yard's ability to compete and generate favorable returns depends upon, among other factors, trends of the
national and local economies, the financial condition and liquidity of current and prospective renters, availability and
cost of capital, taxes and governmental regulations. Given Front Yard's significant competition, we cannot assure you
that it will be successful in acquiring or managing SFR properties that generate favorable returns, which would
materially and adversely affect our ability to generate management fees.
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If rents in Front Yard's markets do not increase sufficiently to keep pace with rising costs of operations, its operating
results and cash available for distribution will decline.

The success of Front Yard's business model will substantially depend on conditions in the SFR property market in its
geographic markets. Front Yard's asset acquisitions are premised on assumptions about, among other things,
occupancy and rent levels. If those assumptions prove to be inaccurate, Front Yard's operating results and cash
available for distribution will be lower than expected, potentially materially. This, in turn, could materially and
adversely affect our ability to generate management fees. Rental rates and occupancy levels have benefited in recent
periods from macroeconomic trends affecting the U.S. economy and residential real estate and mortgage markets in
particular, including a tightening of credit and increases in interest rates that has made it more difficult to finance a
home purchase, combined with efforts by consumers generally to reduce their exposure to credit. A decrease in rental
rates would have a material adverse effect on the performance of Front Yard's SFR portfolio or could cause a default
of its obligations under one or more financing agreements, and Front Yard's business, results of operations and
financial condition would therefore be materially harmed.

If the current trend favoring renting rather than homeownership reverses, the single-family rental market could
decline.

The SFR market is currently significantly larger than in historical periods. We do not expect the favorable trends in
the SFR market to continue indefinitely. Eventually, continued strengthening of the U.S. economy and job growth,
together with the large supply of foreclosed SFR properties, the current availability of low residential mortgage rates
and government sponsored programs promoting home ownership, may contribute to a stabilization or reversal of the
current trend that favors renting rather than homeownership. In addition, we expect that as investors increasingly seek
to capitalize on opportunities to purchase undervalued housing properties and convert them to productive uses, the
supply of SFR properties will decrease and the competition for tenants will intensify. A softening of the rental
property market in Front Yard's markets would adversely affect its operating results and cash available for
distribution, potentially materially. This, in turn, could materially and adversely affect our ability to generate
management fees.

Suboptimal tenant underwriting and defaults by Front Yard's tenants may materially and adversely affect Front Yard.

Front Yard's success will depend, in large part, upon its ability to attract and retain qualified tenants for its properties.
This will depend, in turn, upon Front Yard's ability to screen applicants, identify good tenants and avoid tenants who
may default. Front Yard will inevitably make mistakes in its selection of tenants, and it may rent to tenants whose
default on its leases or failure to comply with the terms of the lease or HOA regulations could materially and
adversely affect Front Yard. For example, tenants may default on payment of rent; make unreasonable and repeated
demands for service or improvements; make unsupported or unjustified complaints to regulatory or political
authorities; make use of Front Yard's properties for illegal purposes; damage or make unauthorized structural changes
to its properties that may not be fully covered by security deposits; refuse to leave the property when the lease is
terminated; engage in domestic violence or similar disturbances; disturb nearby residents with noise, trash, odors or
eyesores; fail to comply with HOA regulations; sub-let to less desirable individuals in violation of Front Yard's leases
or permit unauthorized persons to live with them. The process of evicting a defaulting tenant from a family residence
can be adversarial, protracted and costly. Furthermore, some tenants facing eviction may damage or destroy the
property. Damage to Front Yard's properties may significantly delay re-leasing after eviction, necessitate expensive
repairs, reduce the rental revenue generated by the property or impair its value. In addition, Front Yard will incur
turnover costs associated with re-leasing the properties, such as marketing expenses and brokerage commissions, and
will not collect revenue while the property is vacant. Although Front Yard will attempt to work with tenants to prevent
such damage or destruction, there can be no assurance that it will be successful in all or most cases. Such tenants will
not only cause Front Yard not to achieve its financial objectives for the properties in which they live, but may subject
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Front Yard to liability, and may damage Front Yard's reputation with its other tenants and in the communities where it
does business. If these risks are realized by Front Yard, our ability to generate management fees could be harmed and
our results of operations and financial condition could be materially and adversely affected.

A significant uninsured property or liability loss could have a material adverse effect on Front Yard.

Front Yard carries commercial general liability insurance and property insurance with respect to its SFR properties on
terms we consider commercially reasonable. However, many of the policies covering casualty losses are subject to
substantial deductibles and exclusions, and Front Yard will be self-insured up to the amount of the deductibles and
exclusions. For example, Front Yard may not always be fully insured against losses arising from floods, windstorms,
fires, earthquakes, acts of war or terrorism or civil unrest because they are either uninsurable or the cost of insurance
makes it economically impractical. If an uninsured property loss or a property loss in excess of insured limits were to
occur, Front Yard could lose its capital invested in a property or group of properties as well as the anticipated future
revenues from affected SFR properties or groups of properties. Further,
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inflation, changes in building codes and ordinances, environmental considerations and other factors might also prevent
Front Yard from using insurance proceeds to replace or renovate a property after it has been damaged or destroyed.

In the event that Front Yard incurs a casualty loss that is not fully covered by insurance, the value of its assets will be
reduced by the amount of any such uninsured loss, and Front Yard could experience a significant loss of capital
invested and potential revenues in these properties and could potentially remain obligated under any recourse debt
associated with the property. Further, if an uninsured liability to a third party were to occur, Front Yard would incur
the cost of defense and settlement with or court ordered damages to that third party. A significant uninsured property
or liability loss could adversely affect Front Yard's financial condition, operating results, cash flows and ability to
make distributions on its common stock.

A significant number of Front Yard's single-family rental properties may be part of homeowners’ associations. Front
Yard and its renters will be subject to the rules and regulations of such homeowners’ associations which may be
arbitrary or restrictive and violations of such rules may subject us to additional fees and penalties and litigation which
may be costly.

A significant number of Front Yard's SFR properties and non-rental REO properties may be subject to HOAs which
are private entities that regulate the activities of and levy assessments on properties in a residential subdivision. Some
of the HOAs that will govern Front Yard's SFR and REO properties may enact onerous or arbitrary rules that restrict
Front Yard's ability to renovate, market or lease its SFR properties or require it to renovate or maintain such properties
at standards or costs that are in excess of our planned operating budgets. Such rules may include requirements for
landscaping, limitations on signage promoting a property for lease or sale or the use of specific construction materials
to be used in renovations. Some HOAs also impose limits on the number of property owners who may rent their
homes which, if met or exceeded, may cause Front Yard to incur additional costs to sell the affected property and
opportunity costs of lost rental income. Furthermore, many HOAs impose restrictions on the conduct of occupants of
homes and the use of common areas, and Front Yard may have renters who violate these HOA rules for which Front
Yard may be liable as the property owner. Additionally, the boards of directors of the HOAs that will govern its SFR
and REO properties may not make important disclosures or may block Front Yard's access to HOA records, initiate
litigation, restrict its ability to sell, impose assessments or arbitrarily change the HOA rules. Front Yard may be
unaware of or unable to review or comply with certain HOA rules before acquiring an SFR or REO property, and any
such excessively restrictive or arbitrary regulations may cause Front Yard to sell such property, if possible, prevent it
from renting such property or otherwise reduce its cash flow from such property. Any of the above-described
occurrences may materially and adversely affect Front Yard’s and our results of operations and financial condition.

We rely on information supplied by prospective tenants in managing Front Yard's business.

We rely on information supplied to us by prospective tenants in their rental applications as part of our due diligence
process to make leasing decisions, and we cannot be certain that this information is accurate. In particular, we rely on
information submitte