[image: image1.jpg]


  

[image: image2.jpg]



[image: image3.jpg]


[image: image4.jpg]


[image: image5.jpg]


[image: image6.jpg]



Transcript: 

Homeland Security Capital Corporation (HOMS.OB)   

Third Quarter Filing Conference Call
May 19, 2010


Transcript of

Homeland Security Capital Corporation (HOMS.OB)

Third Quarter Filing Conference Call

May 19, 2010

Participants

C. Thomas McMillen, Chairman and Chief Executive Officer

Christopher P. Leichtweis, President

Michael T. Brigante, Chief Financial Officer

Leslie Wolf-Creutzfeldt, Grayling
Presentation

Operator
Greetings and welcome to the Homeland Security Corporation Third Quarter Filing Conference Call.  At this time, all participants are on a listen-only mode.  A brief question and answer session will follow the formal presentation.  If anyone should require operator assistance during the conference, please press *0 on your telephone keypad.  As a reminder, this conference is being recorded.

It is now my pleasure to introduce your host, Leslie Wolf-Creutzfeldt of Grayling.  Thank you, Ms. Creutzfeldt, you may begin.

Leslie Wolf-Creutzfeldt – Grayling

Thank you, operator, and good morning, everyone, and thank you for joining us for the HOMS conference call.

Before passing the call on to Tom McMillen, I’m going to read the forward-looking statements.

This release includes certain statements that may be deemed to be forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.  All statements in this release other than statements of historical facts that address future activities, performance, events, or developments are forward-looking statements.  Although HOMS believes the expectations expressed in such forward-looking statements are based on reasonable assumptions, such statements are not guarantees of future performance and actual results or developments may differ materially from those in the forward-looking statements.

With that, I will pass the call on to Tom McMillen for opening statements.  Go ahead, Tom.

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

Thank you.  Hi, everyone, and thanks for joining us today for our Homeland Security Capital Corporation Conference Call.  I’m Tom McMillen, Chairman and CEO of the company.  And joining me today is Chris Leichtweis, the President of Homeland and CEO of our subsidiary, Safety and Ecology Corporation.  And also joining us is Mike Brigante, our CFO.

We have filed our results and released a press release detailing the third quarter and nine months of our fiscal year and we will now review with you the highlights of the quarter which ended on March 31, 2010.  Then, of course, we will be happy to answer any questions you have.

Before I turnover the call to Mike who will run through the financial highlights, I’d like to give you the overview of our company and why I believe we’re continuing to grow so rapidly.

For those who are new to Homeland, we are an international provider of specialized technology-based radiological, nuclear, environmental, disaster relief, and electronic security solutions to government and commercial customers.  We are also engaged in the strategic acquisition, operation, development, and consolidation of companies operating in those areas.

We are leaders primarily through SEC, Safety and Ecology, in cleaning up nuclear wastes and we benefit from government stimulus funds that are allocated to this cause.  In fact, we’re really a good example of a company who is putting people back to work thanks to the stimulus funding plus we are helping to clean up legacy nuclear waste sites across the United States, some resulting from the Manhattan project back in the ’40s.  Given the growing interest in nuclear energy as a viable alternative to fossil fuel, we believe this expertise in nuclear radioactive clean up will become increasingly valuable and that we will continue to see increasing revenues and demand for our services.

Although our numbers reflect this trend, you will see when we go through them, that they will reflect the fact that we’ve been performing very well over the third quarter and nine months.  We had a very strong performance to date in both our major subsidiaries, Safety and Ecology and Nexus.

From a historical perspective, both SEC and Nexus have shown strong results since we’ve acquired them.  We acquired SEC approximately two years ago at the end of March.   SEC generated approximately $55 million in revenue for the fiscal year ended June 30, 2007, about the time that we bought it.  Based on our results today, we are on target to generate approximately $80+ million for our fiscal year ended June 30, 2010.  So in two years, we’ve seen them jump from $55 million to $80 million and that’s a terrific performance and again, we want to compliment the management of SEC for achieving that.

We acquired Nexus, which is our other major subsidiary in February 2006.  For the calendar year ended December 2005, about the time we just bought the company, Nexus generated approximately $6 million in revenue.  And Nexus is on target to generate an excess of $10 million in revenue for our fiscal year ended June 30, 2010.  Again, a $ 4 million jump in revenue over this period of time.  Again, a compliment to the management of Nexus.

Both companies have demonstrated solid, top line, and bottom line growth and we are very pleased with their performance.

So I will now turn it over to Mike Brigante, our CFO, to review the financial performance of the company.  Mike…
Michael T. Brigante – Homeland Security Capital Corporation – Chief Financial Officer

Thanks, Tom.  And good morning, everyone, and thank you for joining the Homeland Security Capital Corporation Conference Call for the discussion of our results of operations for the three and nine months ended March 31, 2010.  This is our third quarter and our fiscal year ends on June 30, 2010.

For the three months ended, March 31, 2010, we reported $23.7 million in revenue compared to $19.1 million for the three months ended March 31, 2009.  The increase of $4.6 million or approximately 24.3% is attributable to greater than expected revenue at both SEC and Nexus subsidiaries.  A portion of the quarterly SEC increase was based on updating estimates to complete certain projects scheduled for completion later this fiscal year.  Chris Leichtweis, our President, will speak to this and other operational matters in more detail in a few minutes.

Our gross margin for the three months ended March 31st was $5.8 million or 24.3% of revenue as compared to $2.4 million or 12.4% of revenue for the three months ended March 31, 2009.  The increase in the amount of gross margin is, of course, a function of increased revenues partly based on the estimate updates I’ve mentioned earlier but also includes a change in the mix of our projects at SEC weighted more this quarter to cost plus versus fix-priced contracts and projects from the year earlier, but more importantly, a significant effort at both SEC and Nexus to keep project cost in check at the field level.

Our SG&A costs for the three months ended March 31st were $3.7 million or 15.7% of revenues as compared to $3.6 million or 18.7% of revenues for the three months ended March 31, 2009.  The 3% decrease in overall SG&A as a percentage of revenue is attributable to the effective containment of these costs throughout the corporation.  We have focused on keeping these costs at around 15% of revenues and as we will see in the nine months comparatives, we have so far been fairly successful on that.  
As a result, our net income for the quarter before giving effect to preferred dividends was $1.1 million as compared to a loss of $1.8 million for the three months ended March 31, 2009.

We use two non-GAAP measurements to determine efficiency of operations.  They are EBITDA; earnings before interest, taxes, depreciation, and amortization and EBITDAS which is EBITDA plus non-cash compensation.  EBITDA for the three months ended March 31, 2010 was $2.3 million or 9.7% of revenue as compared to $0.1 million or 1% of revenue for the three months ended March 31, 2009.  EBITDAS for the three months ended March 31, 2010 was $2.5 million or 11.4% of revenue as compared to $0.4 million or 2.1% of revenue for the three months ended March 31, 2009.

For the nine months ended March 31, 2010, we reported $71.1 million in revenue compared to $58.9 million for the nine months ended March 31, 2009.  The increase of $12.2 million or 20.6% is again attributable to greater than expected revenue at our SEC and Nexus subsidiaries which both have enjoyed expanded services with existing contracts and new contract awards throughout the year.

Our gross margin for the nine months ended March 31, 2010 was $15.1 million or 21.2% of revenue as compared to $8.9 million or 15.2% of revenue for the nine months ended March 31, 2009.  The take away in this comparison is the percentage growth of our margin, 6% year over year, which again is primarily based on a change in the mix of types of projects and cost containment efforts in the field operations.

Our SG&A costs for the nine months ended March 31, 2010 was $11.1 million or 15.5% of revenue as compared to $11.1 million or 18.9% of revenue for the nine months ended March 31, 2009.  The decrease in overall SG&A as a percentage of revenue is again attributable to the effective containment of these costs throughout the corporation.  We have been able to maintain the target percentages of these costs as suggested in our annual plan, thanks in large part to all our senior management throughout the company.  
As a result for the nine months, our net income before the effect of preferred dividends was $1.6 million as compared to a loss of $4 million for the nine months ended March 31, 2009.

EBITDA for the nine months ended March 31, 2010 was $5.3 million or 7.5% of revenue as compared to a negative $1.0 million for the nine months ended March 31, 2009.  EBITDAS for the nine months ended March 31, 2010 was $6.1 million or 8.6% of revenue as compared to $0.7 million or 1.2% of revenue for the nine months ended March 31, 2009.

The nine month results discussed here are all high watermarks for us in revenue, net income, EBITDA, and EBITDAS.  We continue to track favorably to our annual plan and remain optimistic about our annual results.

Lastly, at March 31, 2010 we had $98.7 million in funded backlog.

I would now like to pass the conversation over to Chris Leichtweis, President of Homeland and CEO of our largest subsidiary, Safety and Ecology.  Chris will add some color on our operations.  Chris…
Christopher P. Leichtweis – Homeland Security Capital Corporation – President

Well, thanks, Mike.  Good morning to all interested parties and shareholders.  As you can see it’s a very positive quarter for Homeland and all of our subsidiaries.  So congratulations to everyone.

To expand the conversation to more of the operational issues, I’d like to discuss some key attributes that I look at and some operational changes that really commenced at the end of quarter two, around Christmastime, that I believe has led to our sustained results in this quarter.

The first notable attribute is the operational changes at the subsidiary level reflecting your textbook project management and delivery process which is better planning, bidding, execution, monitoring, inspection, risk reduction, and control and these components of our reorg have resulted in a real time measurement of performance and real time correction in the field thus reducing any major variances in project costs and schedule.

Secondly, improvements in our internal controls at the project level have really engaged our management team to a level they perhaps haven’t been before and that’ includes the risk reduction area at the project level and obviously this improve results particularly as it relates to focusing our CapEx and expenditure planning and obviously, our days outstanding, our aged report, which has to be reduced and we have an initiative underway to do that and we have been very successful in that consequently.  More cash is being generated at these projects.  All these projects have been operating-- and this is a very unique comment I’m going to make-- all of our projects have been operating above the cost performance and scheduled performance indexes which is what as project managers we look at to gauge the performance of these projects and they’ve all been greater than one.  That’s a good thing and I’ll give you some data on one particular project here in a minute that’s very impressive.  So that’s a very positive statistic.

Operationally, we’re just… we’re clicking at all cylinders from the project perspective.  Again, congratulations to the team on that.

To move along to a backlog discussion, shifting the conversation to that,  the backlog and pipeline for all our subsidiaries as a collective, we have in excess of $102 million in funded backlog which means that it’s been funded and released to spend.  So there are no annual restrictions on the funding of this backlog and it’s going to work in spending this backlog.  So $102 million of funded and released backlog of which 98 of it will be spent in the next five quarters.  So, again, that’s a very positive reflection on what we’re doing.

SEC really has not begun to work off any of its stimulus awarded work which is about $40 million in stimulus work and actually, the awards go up to as much as $90 million in stimulus work relative to backlog, but we have not been awarded the optional work yet; it actually was a reflection on our base work and then the option work will actually come in to play.  But the point and take away for all of you is that we haven’t even really begun to work more than 5% of our stimulus awarded work yet.  So all the work that we’re… and the performance that we’re doing particularly in Q2-- had all been sustained backlog and non-stimulus related work.  So this is the point to take away as the work from the stimulus we’ll be coming on in Q3, Q4, and then next year.

From a pipeline perspective… well, let’s stay on the current projects for a second.  SEC as a collective or at Homeland as a parent… as a collective for all of the subsidiaries, we currently have over 75 active projects worldwide.  And again to reiterate with Tom what we perform is that we’re providing environmental security technology solutions to government, state agencies, and the commercial enterprise systems.  So with that, I’m just going to give you a couple of highlights that may be six to eight projects and give you a sense of what we’re doing and how we’re doing in performance of those projects.  The good news is that there have been two projects that are now winding down.  They have not been… that have had a negative impact to our last eight quarters and those projects were coming to conclusion.  And so they did yield a negative variance and the negative EBITDA for those specific projects during those quarters and the good news is that they’re now getting… they’re now concluding.  Thus, we’ll have no more negative impact to our performance.

But moving forward, current projects from the West Coast of the United States, the East Coast consists of one particular one that’s a $15 million Berkeley’s Bevatron Accelerator decommissioning project out in Berkeley, California near San Francisco.  That’s performing at a 1.24 CPI and SPI which is yielding about 18% EBITDA for that particular project.  That’s almost unheard of number.  We’re performing extremely well on the project.

Some legacy projects in the Los Alamos DOE site just north of Santa Fe: we’ve been awarded and are working three projects that kind of add up to more… something like $5 million to $8 million in revenue.  And we’re taking down some of the historical facilities and process facilities that were used for the development of the atom bomb and the final assembly of the atom bomb back in the 1940s.  So there’s some history and we’re making some history along the way here.  Again, those projects are a little early to tell you how they’ll probably perform, but to date, we’re operating… we’ve mobilized and we’re performing well thus far.

Shifting to Iowa, we are working at the Iowa Ammunition Plant for the corps of engineers.  That continues to perform well.  We are also performing some work out there with the management and operations organization.  It’s a weapons development company on site and we are removing USO lines, soils and and other toxins from the plant.  That’s getting a lot of media attention.  It’s reducing a lot of risks along the way here for the facility.  This is about an $8 million removal action.  Both projects that we’re working on in site are exceeding margin and schedule expectations.  So congratulations to the team out there.

At the end of the Q, SEC kicked off one of the largest corps of engineer radiological removal actions out of Painesville, Ohio.  It’s about a $16.5 million remediation.  And we’re using a unique innovative technology that’s reducing the waste volumes of the radiological waste lines at the site by about 75% and it’s saving about $6 million to the taxpayer.  So again, kudos to the guys and to our technology and to the approach.

Up in NASA, the public reactor just off the road in Sandusky, Ohio, we’re doing a research reactor decommissioning that NASA built back about 20 years ago.  And that project is at about $32 million and we’re performing way above expectations there and we’re using that technology that I alluded to just a minute ago with Painesville.  Using the technology, we’re saving the project just north of $30 million of disposal costs so NASA is very pleased with us in our abilities to apply some technologies in our space.

From our nuclear services group, we have over 20 projects worldwide providing non-proliferation engineering, physical measurement of sites and facilities, way too many to mention today but all are working and are operating within standard pricing and proper bill.  That particular nuclear services group touches commercial and government sector respectively and one project particularly of interest is the non-proliferation project that we are working with the Department of Energy and we are currently working in Romania, a little bit of Turkey, and the Ivory Coast of Africa.  So very exciting stuff is happening there.

Another particular recent win in the nuclear services group is the Curtis Bay W.R. Grace facility.  It’s about a $5.5 million base award in Baltimore and actually, this is pretty close to Tom’s old congressional district and it’s a significant project for SEC looking forward over the next six quarters and beyond.  So we’re very excited about that project getting it underway.

As far as pipeline is concerned,  we have… of our three subsidiaries, Nexus has a contribution of slightly above $5 million of backlog that’s currently booked and the remaining balance of backlog is Safety and Ecology Corp.  Nexus is building a pipeline in a moderate rate using new development expertise and marketing tools.  So we’re very excited about that.

A solid pipeline exists with SEC.  We have currently bid for over $1.3 billion in work over the past two to three quarters.  So all of these are awaiting decisions.  So we’ve been very busy.  Our proposal center has been very busy in bidding and bidding competitively and within our standard pricing and pricing portfolio.

This is essentially my view of the quarter from an operational perspective and, Tom, if you have anything to add, take it away.

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

Chris, thank you.  Briefly mention the potential work in the Gulf of Mexico.

Christopher P. Leichtweis – Homeland Security Capital Corporation – President

Well, we have an existing contract and this kind of goes into our pipeline.  We have a $100 million IDIQ contract which is as a bundle of companies that have this contract three or four, and we have it for the corps of engineers that has a capacity of $100 million and it reaches… it’s a debris removal contract setup for emergency response and it extends across Mississippi and Louisiana which is really the hot area for the oil spill.  So we’re diligently working with the corps and in looking at when they could activate that contract as some of the oil and remnants of oil, if it comes ashore and some removal action takes place.  So we are standing ready.

Christopher P. Leichtweis – Homeland Security Capital Corporation – President

Thank you.  We’re ready for questions now.

Operator
Thank you.  We will now be conducting a question and answer session.  If you would like to ask a question, please press *1 on your telephone keypad.  A confirmation tone will indicate your line is in the question queue.  You may press *2 if you would like to remove your question from the queue.  For participants using speaker equipment, it may be necessary to pick up your handset before pressing the * keys.  One moment while we pool for questions.

Our first question comes from Dave Titman (ph), a private investor.  Please proceed with your question.

Dave Titman (ph) – Private Investor
Thank you.  Gentlemen, great kudos to you on running a fine company.

Christopher P. Leichtweis – Homeland Security Capital Corporation – President

Thanks, Dave.

Dave Titman (ph) – Private Investor
The profit margins I think are just out of site but as a shareholder, I have a real problem with the share value.  Just currently, the shares are $0.04.  At the last time you had a conference call, they were at $0.08 and the quarter before that they were at $0.16.  Even though the company is moving forward, making plenty of money, great profits, wonderful contracts in the pipeline, we, the shareholders, and I communicate with many other shareholders, are discouraged that the share price keeps going down and one of the problems I see is the series H that Yorkville holds.  So my question, first of all, is what is the progress of what I read in the annual report or the quarterly report that there’s been some discussions with Yorkville with regard to the… I want to call it a penalty but it’s not really a penalty, it’s the 230 million added shares for the conversion… eventually (ph) after the conversion.  Have they agreed to forego that $230 million penalty for the company not meeting its goals with regard to the series H?

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

This is Tom McMillen.  Thank you and I appreciate your staying with the company as a very solid investor.  Let me talk about a couple of things, one is that we are doing very well on a performance basis and the company, I think, is getting record numbers.  The trick in any microcap company is to try to balance selling and buying of your shares and that’s why we have really undergone a very, very strong liquidity focused IR program so that more investors can learn about the company, more investors can know about it, and it will try to balance any of the selling that’s been going on.  Some of the deterioration of the share price has been due to recent selling and a lot of people asked me, “Well, is Yorkville selling?”  And the answer based on the filings and the evidence that we see, is they’re selling pretty much exactly what they bought over the last two years in the open market.  So we see no indication of anything else other than them selling what they bought in the open market over the last two years.  So I think that if you look at those numbers, they’re pretty much… down from their position that they’ve acquired over the last two years.  That’s the first point.

The second point I want to make is that we are engaging in a very active IR program to make sure that the message, the good message of the company and its performance gets out.  With respect to the ratchet or the penalty, as you referred to it, it had to with SEC hitting certain EBITDA targets in two calendar years and as we finished up this year, it looked like there might potentially be a penalty of additional shares payable to Yorkville as a result or preliminary number.  That has not been determined. 

Finally, we are still going back and looking at some projects and I’ll let Chris weigh in here which may have some adjustments that may mitigate a great deal of that.  We still don’t know the final numbers yet and Chris, you want to add to that?  And Mike, do you have anything to say?

Christopher P. Leichtweis – Homeland Security Capital Corporation – President

Well, if I can just stress, there are a couple of other projects, Dave, that yet have really been accounted for.  At the close of the year, our projects and the requests for equitable adjustment, the change orders on projects still trickle out beyond the year end.  And sometimes the whole year spans beyond the close out of the project as things get tabulated and negotiated and so forth.  So we have about two or three projects that will have a positive impact to that worst case scenario that was put in to footnote of the financial… of our Q and so it’s yet to be decided.  Mike, you want to…?

Michael T. Brigante – Homeland Security Capital Corporation – Chief Financial Officer
No, I think both of those comments are fair comments.  We have not yet fixed a timeframe.  We will define what a final adjustment may be as to what Chris has said.  These projects sometimes have a long tail on them and we need to make sure we have accounted for all of the different financial aspects of the projects.

Christopher P. Leichtweis – Homeland Security Capital Corporation – President

As a tribute to Mike, we are very conservative on our reporting, Dave, and this is a tribute to Mike and that we want to make sure that it’s a full disclosure and a kind of a maximum statement there so that no one gets surprised.  It’s as prudent to do so and that’s really the essence of the footnote in the Q.

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

Dave, just to close it up, the answer to your question is yes we had discussions with Yorkville about it.  No decisions were made, but we really don’t know if there is a ratchet or even how much  it is yet.  And until we get adjustments on both projects, we will not be able to determine that.

Dave Titman (ph) – Private Investor
Well from a standpoint of the shareholders, if all of the shares under the series H are converted, we’re looking at least a 12 to 1 dilution in the stock.  That will leave Yorkville with like 92% of the stock in the company.  And with their track record in the last three or four months, five months actually of selling approximately a million shares a week according to their form 4, I just want to know as a shareholder where is the light?  Where is the future appreciation that we should expect from a company that is doing as well as yours?

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

I think it’s a very good question and I’ll try to answer it and say that there are about 500 million shares or so outstanding without the ratchet fully diluted.  $0.04 share … there’s a great margin of range there but needless to say, I think that when you look at Yorkville’s position, there are many ways that position could be handled. One is that new investors could be brought in to take them out.  We could sell assets.  We could do a secondary and try to take them out if markets are improving in that regard.  They could continue to sell in the open market.  However, I’ve only seen them sell today the position that they have acquired in the open market the last two years.  We could begin to use their position from profits and, of course, we can use bank financing to refinance their position as well.  So there are a lot of strategies in place for the company.  I think that we have a lot of good news out there.  It is important, we will get the message out, and as I said to you, the most important thing of all is to get an equilibrium between selling and buying in the stock and improve the liquidity of our stocks, which is the case in the most minor cap.  If you noticed, our liquidity has tripled in the last five months.  We were averaging about 70,000 shares a day in sales.  Now, we’re over 220.  We’re continuing to move that up.  As you get more liquidity in your stock and you get to more equilibrium, the stock price will go to a level that is a fair marketplace price according to the investment public.  So we believe we have strategies to deal with it.  At the end of the day, the most important thing is the fundamentals of the company.  If the fundamentals of the company are strong, the stock will eventually find its way.  And so that’s the message that I would like to send to you and the other investors.

Dave Tidman (ph) – Private Investor
Okay.  Well, thank you.

Christopher P. Leichtweis – Homeland Security Capital Corporation – President

Thanks, Dave.

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

You're welcome.

Operator

Thank you.  As a reminder, if you would like to ask a question please press *1 on your telephone keypad.

Our next question comes from Jason Wolfe of South Pacific.  Please proceed with your question.

Jason Wolfe – South Pacific
Hi, guys.  How are you?  A solid quarter.  I guess Dave pretty much took my question.  Pretty much the disconnect between the strong performance and the price.  I guess this is a followup question for their exercising of the shares, can they exercise all at once or there’s a certain limit to that that they can exercise within those thirty days?
C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

Well, I’ll let Mike Brigante answer that, but there are limits.  Go ahead, Mike.

Michael T. Brigante – Homeland Security Capital Corporation – Chief Financial Officer
Yes.  There are limits to which they can exercise based on notice of exercise and typically, the agreement is they can exercise up to 9.9% of the outstanding common shares then outstanding upon their exercise.  However, they can give 65 days’ notice to exercise any amount over 9.99%.  So to Tom’s point earlier, there are… we have no indication of exercises or conversions, discussions are ongoing.  But specifically, Jason, to answer your question, they can go up to 9.9% without any further notice to the company and then over that upon 65 days’ notice.

Jason Wolfe – South Pacific
Okay.

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

Go ahead, I’m sorry.

Jason Wolfe – South Pacific
Excuse me.  And there’s any time restriction on selling once they exercise or they could just sell pretty much once that happens?

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

Well, if they go over 9.9, they go into the affiliate category which there are obviously rule 144 restrictions on those sales.  So obviously that would limit the amount of sales that they could sell.  As of right now, Mike, are they still on the affiliate status based upon their open markets purchases?

Michael T. Brigante – Homeland Security Capital Corporation – Chief Financial Officer
No, they’ve dropped below the affiliate status.

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

Right.  Now a couple of points I’d like to make and reiterate what I said today which is that the key is for a micro cap is to get liquidity in your stock.  If we have enough liquidity, it enhances our ability to raise capital, b) it enhances investors’ ability to get in and out of our stock, and that is the key objective thus far.  We believe that in the long run, when the company is performing, the stock will reach its fair mark.  And the investors have to have patience in this and we have multiple strategies to deal with that as we move forward into the future.

Jason Wolfe – South Pacific
Okay.  Alright.  Now, guys I appreciate what you are saying.  What I think the shareholders are… I mean I can’t for them but it’s a daunting number with 45 million outstanding and then kind of between 300 and 500 million coming online, it just seems like a big number and I think that’s where many of the other guys feel the frustration.  I mean I’m just guessing.

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

Well, we actually welcome the fact that we’ve gotten more investors in our stock, more diversification, and we understand there’s two businesses this year.  The company business which is doing well and the stock business.  Yes, we would love to have our price continue to go up.  We think it’s equally important that there’s liquidity for our investors and as I said before, we believe that if we continue to perform as a company, investors will get the kind of return on their share parts.

Jason Wolfe – South Pacific
Okay.  Alright.  Thanks, guys.  And again, really a strong solid quarter.

Christopher P. Leichtweis – Homeland Security Capital Corporation – President

Thanks, Jason.

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

Alright.  Thank you.

Michael T. Brigante – Homeland Security Capital Corporation – Chief Financial Officer
Alright.  Thank you.

Jason Wolfe – South Pacific
Alright.  Take care.

Operator

Once again, if you would like to ask a question, please press *1 on your telephone keypad.

At this time, there are no further questions.  I would like to turn the floor back over to management for closing comments.

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer

Well, I’d like to thank everybody for being part of this call today and I particularly want to thank the management of all of our subsidiaries in the company for an excellent quarter, really a record quarter for the company, and we look forward to further improve performance over the years and again, thank you for being part of this call.

Operator
This concludes today’s teleconference.  You may disconnect your lines at this time.  Thank you for your participation.
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