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Operator
Greetings and welcome to the Homeland Security Capital Corporation First Quarter 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.

Before passing the call on to Tom McMillen, a word about 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 Homeland Security Capital Corporation 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.  Hello, everyone, and thanks for joining us today for our Homeland Security Capital Corporation Conference Call.  As was said, I’m Tom McMillen, Chairman, CEO and President of the company and joining me today is Mike Brigante, our CFO.
We filed our results and issued a press release detailing the fiscal quarter which ended on September 30, 2011.  We will discuss those results today and then, of course, we will be happy answer any questions you may have.

Before I turn over the call to Mike Brigante, who will run through the financial highlights, I’d like to give you an overview of the company.
During the past several months, we have been steadily exiting the homeland security business. In August, we sold Nexus Technologies Group, our electronic security integrator and in October, we sold Safety & Ecology, our government environmental services company. We are in the process of exiting our 3rd homeland security business, Polimatrix. The primary reason why we are divesting of these holdings is because of our concern about the looming federal budget cutbacks and the negative impact on these businesses. In all my years in Washington, I have never seen such a fiscal dilemma as we find ourselves and this dilemma will have a negative impact on most government contractors, hence our divestiture decision. When we finally exit our last business, we intend to change the name of the company to reflect our new business lines. We also intend as has been previously reported to change our fiscal year back to a calendar year reporting cycle.
In July, we completed 2 acquisitions of real estate services companies- Timios, Inc. and Default Servicing USA. Together, they provide us a platform to secure business in the national title, settlement and default residential marketplace which is currently a $2 trillion market.

By way of background, Timios, Inc. was formed in 2008 by a management team that previously started a company that grew to $100 million in annual sales and $30 million in annual profit. As a title and escrow company, Timios is licensed in 40 states, has developed and is successfully operating a totally paperless system, has established a diversified customer base and has added products and services to include reverse mortgage, REO and deed in lieu. With our acquisition of Default Servicing USA, we acquired a company with substantial experience in the residential workout space having disposed of over 12,000 REO properties over the past 5 years---over $1 billion in dispositions.
Due to the combination of record low interest rates and delays in the foreclosure process, we are in a unique position to capitalize on an accelerated volume of refinancing activity as well as an unprecedented volume of REO properties coming to market from private institutions, government sponsored enterprises, as well as the federal government. As of July 31, 2011, CoreLogic reported 3.8 million properties are currently in the foreclosure process with an additional 1.6 million over 90 days delinquent; representing a total inventory of 5.4 million properties. Furthermore, CoreLogic reports that 25 million homes are currently able to reduce their mortgage rates by greater than 1% if they were to refinance. Once the lending institutions settle current legal disputes with state attorney generals, these properties are expected to enter the market rapidly. 
We believe there is a significant opportunity for us to use our government contracting experience to capture business. Our goal is to offer an integrated solution to service properties from default to closing, and manage the title and escrow refinance activity effectively and efficiently. Although our annual revenue run rate of $17 million for these 2 businesses is modest based upon this quarter results compared to our $100 million annual revenue run rate over the previous quarters, we are optimistic that there is significant growth potential in this area.
.
Now, I’ll turn it over to Mike Brigante, our CFO, to review the financial results and then we’ll take some questions.  Mike.
Michael Brigante – Homeland Security Capital Corporation – Chief Financial Officer
Thank you Tom.

Good morning everyone and thank you for joining the Homeland Security Capital Corporation conference call for the discussion of our quarterly results, for which would normally be our first quarter. However, as Tom mentioned earlier, our board has approved the changing of our yearend back to Dec. 31 to better align our fiscal year with that of our new acquisitions. Therefore we will be filing a transition report, on Form 10K, for the period of July 1, 2011 through Dec. 31, 2011 sometime early next year. These results are the first of two quarters we will be reporting in that transition report.

For those of you who have been following our company, you are aware that we completed the sale of our Nexus Technologies Group subsidiary in August and completed the sale of our Safety & Ecology Holding Corp. subsidiary in October. The majority of the proceeds from the sale of these two subsidiaries were used to repay a substantial portion of our debt to Yorkville Global Advisors, with the remaining debt now at approximately $5.5 million. Also in the quarter, we acquired Default Servicing USA, through an asset purchase and Timios, Inc. through a stock purchase, with both acquisitions completed in July by our 80% owned subsidiary Fiducia Real Estate Services, Inc. These two acquisitions are in the real estate services industry, which plays to our shifting of industry focus away from government contracting in homeland security.  

For the 3 months ending September 30, 2011, we consolidated the results of Homeland, the Holding Company, and Fiducia in continuing operations and the results of Safety, Polimatrix and Nexus, through August 18, in discontinued operations. Since there is a significant difference in what makes up the operations quarter over quarter, we have not attempted to compare the results of operations to last year’s 3 months ending September 30, 2010. Minority interests have been separately reported, when such minority interests have a basis in the consolidated results.

For the 3 month period ending September 30, we recorded revenue of approximately $4.2 million. This revenue was generated by Default, since July 5th and Timios, since July 29th, the dates we assumed control of these operations. The net loss associated with these revenues, including the expenses of the Holding Company, was approximately $851K, or a loss of $0.01 per share. After adding the income from discontinued operations of approximately $2.0 million, our consolidated net income was approximately $1.1 million or $0.02 per share before the effect of non-controlling or minority interests and preferred stock dividends. After giving effect to non-controlling interests and preferred stock dividends, overall net income attributable to common shareholders for the quarter was approximately $543K or $0.01 per share. At September 30, 2011 there were 55,159,022 common shares outstanding.

Before passing the discussion back to Tom, I’d like to make a few comments about our current operations. As you know Homeland is an integrator of companies, which we believe have the essential ingredients for strong growth, both organically and through acquisitions, with help from our management, board and other advisors. With the acquisitions of Default and Timios, through Fiducia, we believe we have good platforms from which to develop strong, technologically driven growing companies in the real estate services industry. These companies have sound, experienced management teams, have positioned themselves in industry niches that have strong growth potential and are in an industry that is ripe for further acquisitions. Because of these factors and others, we believe we have strong future prospects ahead as we more fully integrate these acquisitions and refine the specific business plans of these entities.

I would now like to pass the discussion back to Tom.

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer
I think we’re ready for questions.

Operator

Would you like to open up for questions at this time?
C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer
That would be great.
Operator

Thank you.  We will now conduct the 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 please while we pool for questions.  Thank you.
Once again, if you would like to ask a question, please press *1 on your telephone keypad.  We will pause for another moment to pool for questions.  Thank you.

Operator

Thank you.  There are no questions… further request for questions at this time.  I will now turn the conference back over to management for closing remarks.

C. Thomas McMillen – Homeland Security Capital Corporation – Chairman and Chief Executive Officer
Thank you again, everyone, for being part of this call and as I said at the outset, we are in a transition phase as a company as we exit the homeland security business and enter the real estate services business. We are excited about our 2 acquisitions and look forward to positive results in the future. Thank you.
Operator

Thank you.  Ladies and gentlemen, this concludes today teleconference.  You may disconnect your lines at this time.  Thank you all for your participation.
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