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(AET616) TWST: Would you give us a brief his-
torical sketch of the company and a picture of
the things you’re doing at the present time?

Mr. Vana: The company has actually been

around since 1995. It was founded for the purpose

of developing GPS-enabled tracking devices for

the criminal justice industry. Our current product

was deployed in 2002. We have units in the field

today in 46 states. We are in the process of devel-

oping our next generation product, a prototype of

which was introduced last month at the APPA

Show in Chicago. Currently, we’re very heavily in-

vested in research and development, sales, and

customer support because we see the market today

as having reached a tipping point.

TWST: Would you comment on the size
and the outlook for the market?

Mr. Vana: At the beginning of the year, there

were approximately 10,000 to 11,000 GPS units in

the field. Now, in electronic monitoring in total, there

are approximately 150,000 electronic monitoring de-

vices, most of those being RF or traditional house ar-

rest devices. What’s happening in the market is that

the technology has matured to the point where it

works very well for GPS, with the integration of GPS

in cellular technology as well as the awareness of the

technology. It seems like you can’t do a Google

search or pick up a newspaper or turn on a national

newscast without hearing about GPS monitoring, es-

pecially in the area of sex offender monitoring. So the

market has really started to take off. We see around

100% growth in the number of GPS units for 2006,

and we see that growth rate being extended into 2007.

TWST: Would you describe your cur-
rent products and tell us what the next genera-
tion product might look like?

DAVID G. VANA, Chief Financial Officer of iSECUREtrac Corp.,
joined the company in November 2001 as Senior Vice President
of Product Development where he led the development of its
GPS product line. He was appointed Chief Financial Officer in
February 2004 and was key in the restructuring of its operations,
secured over $15 million in new financing, and successfully
negotiated the elimination of $18 million in debt and preferred
stock. Mr. Vana was with Telemarket Resources International (TRI)

from May 2000 until October 2001 where he served as a Board member and CFO.
Prior to that, he was with Ernst & Young’s Management Consulting Practice in Kansas
City, Missouri. Mr. Vana previously was the CFO for Pyramid Computing Solutions,
Director of Financial Systems for MFS Communications and Accounting Manager for
America First Companies. He has extensive experience in strategic planning, project
management, accounting and finance. Mr. Vana has a BSBA and an MBA from the
University of Nebraska at Omaha.
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Mr. Vana: The current product is basically

made up of three components. The first component

is a tracking device or a personal tracking unit

(PTU), if you will, that the offender wears on their

hip much like a cell phone or a PDA. It has the GPS

receiver, the cellular modem, the co-processor, and

memory chip. What that device does is it stores

scheduling and geofencing information on the of-

fender. It takes a GPS tracking point every 10 sec-

onds and compares that tracking point against their

scheduling and geofencing information to deter-

mine whether or not the offender has violated the

terms of their release. If the offender is somewhere

where they are not supposed to be, the tracking unit

itself knows it. It knows within 10 seconds and it

will immediately provide notification back to the

parole officer or probation officer, also providing

the location information and what type of violation

the offender committed. 

There is also a transmitter, much like what

is used in the traditional house arrest environment

and this transmitter, which is affixed to the of-

fender’s ankle, is on the offender for the entire

time the offender is on the program. It emits a con-

tinual RF signal that is picked up by the personal

tracking unit. So it acts as a tether to the personal

tracking unit to make sure that the offender has the

tracking unit with him because, if the offender

were to leave the tracking unit behind somewhere,

the tracking unit would stop picking up the trans-

mission from the ankle bracelet and an alert notifi-

cation would be provided back to the parole officer

or probation officer. 

The third component is the base unit,

which acts as a recharger. When the offender gets

home at night, they put the tracking unit into the

base unit and it recharges the battery.

TWST: What is your next generation
product?

Mr. Vana: I am not going to go into too

much detail about our next generation product yet

because we haven’t released it yet to production.

We’ve kind of kept that close to the vest, but it

will revolutionize the GPS monitoring of offend-

ers. It will be, far and away, the smallest device in

the industry, the most functional and feature rich,

and the easiest to use. It will be about the size of

an iPod.

TWST: Is much co-operation required
on the part of the offender who is wearing it?
And how does it affect the offender?

Mr. Vana: Part of the concept of GPS

monitoring is that if the offender knows that they

are being watched 24/7, if they know that a track-

ing point is being taken every 10 seconds and no-

tifications are being provided if they violate the

terms of their release, then that in itself will incent

compliance. Studies have been done that support

this. I guess the most well known is the Florida

Study, which I believe was done in 2002. It

showed 50% reduction in recidivism for offenders

who were on electronic monitoring versus a con-

trolled group that was not. So there is certainly

quite a bit of evidence out there that shows that the

re-offense rate and the recidivism rate are greatly

reduced with offenders who are being electroni-

cally monitored.

“We have the best GPS product on the market
today, but we’re not going to rest on our

laurels and that’s why we’re coming out with
the next generation unit. It will allow us to
more deeply penetrate the GPS market and
grow that market. Here at iSECUREtrac, we

talk about our GPS product because that’s our
flagship product, but we provide a full array of
electronic monitoring products and services,

including traditional RF, voice recognition, and
breath alcohol monitoring.”
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TWST: Would you describe the compet-
itive landscape? What are the advantages that
your company enjoys within that landscape?

Mr. Vana: There are basically two types of

companies out there. There are three companies

that come from the traditional house arrest envi-

ronment that have a large base of house arrest of-

fenders that are being monitored. These companies

have recently entered the GPS monitoring market

and came out with GPS monitoring devices, but

most of those are cell phone based units. They are

consumer products that were modified for the of-

fender monitoring market. Most of these products

don’t have the tamper evident alerts and they are

not as durable. 

For example, with one of the products out

there, the offender can remove the SIM card from

the cell phone, put it in another cell phone to get

the telephone number off of it and then put that

SIM card back into the tracking device and then

the offender can have all their friends call them on

the tracking device. So there are certainly a num-

ber of issues with the cell phone-based unit. 

There is also a one-piece unit that is being

marketed by some companies. The problem with

the one-piece unit is that it is easily defeated. Since

there is no integration with curfew management

functionality, all the offender needs to do is cover

up — just wrap the one-piece device in tin foil to

block the GPS signal — and the offender can go

anywhere they want to. The parole officer would

have no idea because it would block the unit from

collecting the GPS signal. Since it’s affixed to the

offender at all times, there is no motion detection.

So you have no idea if the offender is on the move

or not. In the two types of competitors out there,

like I said, there is the traditional RF competitor

that’s been in the RF business that is moving into

the GPS and there are the companies that have

started out as GPS monitoring, like iSECUREtrac.

We were founded as a GPS offender monitoring

company. We developed our unit for the offender

monitoring industry. So it has 26 different alerts

that could be generated from violation notifica-

tions or tamper notifications. It is virtually impos-

sible to defeat our unit.

TWST: What is the company’s strategy
for the next few years? You’re introducing this
next generation product. What follows from
that then?

Mr. Vana: It’s kind of a twofold strategy.

Number one is that, currently, we have the best

GPS product on the market today, but we’re not

going to rest on our laurels and that’s why we’re

coming out with the next generation unit. It will

allow us to more deeply penetrate the GPS market

and grow that market. Here at iSECUREtrac, we

talk about our GPS product because that’s our flag-

ship product, but we provide a full array of elec-

tronic monitoring products and services, including

traditional RF, voice recognition, and breath alco-

hol monitoring. We also have a 24/7 monitoring

center, and we provide install/de-install services.

So we’re really widening the net. Historically,

iSecureTac has led with our GPS and really just

pretty much talked about our GPS. Now, what

we’re starting to do is talk about the full array of

services that we offer. We offer offender billing

services, we offer install/de-install services, and

we offer program management services. So we’ve

really widened the net and are really poised to take

advantage of the explosive growth in this market.

TWST: What are the feelings at the com-
pany regarding mergers and acquisitions?

Mr. Vana: The company is always looking

at opportunities to grow through M&A as well as

organically. We acquired a company back in 2003,

which added our 24/7 monitoring as well as some
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additional products to our offering. We believe that

there will be some consolidation in this industry as

the market matures. So we’re always open to that,

but we are looking for opportunities that are accre-

tive to shareholder value.

TWST: What possible challenges or
problems might concern you over the next few
years?

Mr. Vana: Obviously, as the market heats

up, there will be new entrants into the market

space. Mostly what we see are new entrants that

don’t fully understand the electronic monitoring

of offenders. Probably, the biggest challenge right

now is the confusion that they add to the market

space. There is quite a bit of confusion, for ex-

ample, that comes from the one-piece device.

Now, we’re addressing that by talking to people

about the risks of using one-piece devices. So that

is how we are combating that. But as we move

forward and the market grows, there will be addi-

tional competition, but we are poised to take on

that competition.

TWST: How does the cost of your de-
vices compare to the cost of other devices?

Mr. Vana: The cost of our device is higher

than some and lower than most because our device

is so manufacturable; it is almost fully automated

and there is very little assembly required for our

device. So that significantly reduces the manufac-

turing cost. In addition, it significantly reduces the

out-of-box failure rate, as well as the ongoing

maintenance and repair of our devices. The operat-

ing cost of our unit is far and away the lowest in

the industry.

TWST: Where are your devices manu-
factured?

Mr. Vana: Our devices are manufactured

by Altron, which is a company based out of a sub-

urb of Minneapolis.

TWST: What is the picture that you
would reasonably expect to see for the company
in about three years, and what might be some
milestones along the way?

Mr. Vana: I want to be a little bit careful

about the vision I give for the company for a cou-

ple of reasons, but right now, we have about 40%

of the GPS market. I see the market over the next

two years growing at 100% rate per year and I see

us at least maintaining that 40% market growth. I

also see us getting into some other services. We’re

getting into other services and generating addi-

tional ancillary revenues from those other services.

TWST: Would you tell us about your
own background and expertise, and the same
for a couple of the other key people in the
company?

Mr. Vana: My background and education is

in accounting and finance predominantly. I spent

about eight years doing SEC accounting and re-

porting for a company that had 15 publicly traded

master partnerships. I also spent a number of years

in project management and product development.

In fact, I spent the first two and a half years at

iSECUREtrac heading up the product development

of our current product. I assumed the CFO role in

February 2004. So I have pretty extensive experi-

ence in accounting, finance, project management,

product development, and strategic planning. 

Most of our executive team has actually

been together for about five years, and so we work

very well together. We complement each other

very well. 

TWST: How many employees do you
have right now?

Mr. Vana: We have 72 employees.

TWST: Will that number have to go up,
or could you increase the top line without
adding too many employees?
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Mr. Vana: That’s the beautiful part of

this business. Our employee level can be lever-

aged greatly with this reoccurring revenue

model. It does not require significant increase in

our headcount. Aside from support personnel in

our 24/7 monitoring and in our customer support

organization, there is not significant employee

increase requirements.

TWST: Do you see any need to improve
the company’s capital structure?

Mr. Vana: I think the capital structure

will take care of itself. From here on out, the

only capital we need is for the financing of our

revenue generating monitoring devices. We just

recently inked a deal with a leasing company

for a $2.25 million line. That will take us well

into 2007. And from there, we will be prof-

itable, and I have some other financing lines

lined up behind that.

TWST: What are you doing with in-
vestor relations?

Mr. Vana: I have weekly conference calls

with brokers, analysts, and portfolio managers. I

also go on road shows about every three to four

months. We line up 12 to 15 meetings with various

brokers, analysts, and portfolio managers in New

York, San Francisco, or Minneapolis — we will

kind of vary it. We probably put out 20 investor

kits a week. I field every shareholder who calls in

or every prospective investor who calls in. I take

the call personally or our investor relations firm

will handle the calls. So we take the investor rela-

tions function very, very seriously.

TWST: What would be the two or three
best reasons for the long-term investor to look
closely at iSECUREtrac?

Mr. Vana: The number one reason is the po-

tential for this market. The potential for this market

is very, very great, especially with the awareness

and the attention from the public at large, the media,

and the politicians. If you take a look at the legisla-

tion that has been sweeping the United States, say,

take sex offender monitoring, for example, just 15

months ago, there was not a single state of the

United States that had legislation requiring the GPS

monitoring of sex offenders. Today, 41 states have

either introduced or passed legislation for the GPS

monitoring of sex offenders. Within the next 12

months, virtually all 50 states will have passed such

legislation. The market is just exploding. The po-

tential is very, very significant. 

The second reason is because nobody knows

GPS monitoring of offenders better than

iSECUREtrac. We have the best technology, we

have the best infrastructure, we have the best cus-

tomer support, and we understand the programs bet-

ter than anybody else. As well, we’re taking a really

strategic perspective to this and really looking for-

ward to, again, penetrating GPS as well as widening

the net and offering these ancillary services to GPS

monitoring. So iSECUREtrac is really poised to take

advantage of the explosive market growth.

TWST: What is the picture in other
countries regarding GPS tracking?

Mr. Vana: The international market is very

interesting. It’s about 18 months behind the US mar-

ket. We are keeping our eye out on the international

market. We don’t talk too much about it yet just be-

cause, first of all, we don’t want to tip the competi-

tion, being one of only two companies publicly

traded in this market space, and secondly, real rev-

enues won’t be generated from the international mar-

ket until probably mid-to-late of next year. However,

with that said, there are some very, very enticing

things about the international market, the first one

being that in the United States, there are some 5,000

criminal justice agencies, and so to sell to all of the

United States, you have to deal with 5,000 different
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agencies. Internationally, the correctional systems in

most countries are very centralized. So in many

cases, you would deal with one agency for the entire

country. So the transaction cost is much lower inter-

nationally, and so that is very enticing. With that

said, we’ve just recently signed a contract with Nova

Scotia and we see Canada as being a very good op-

portunity for us right now.

TWST: Is there anything that you would
like to add, particularly regarding the com-
pany’s strategies and long-term objectives?

Mr. Vana: At some point in the future, the

nice thing about our technology is that it’s highly ov-

erengineered for most GPS applications. Our ASP

software model is easily adaptable to other verticals.

When the time is right, we will take a look at some

other verticals and that will be very exciting for us.

TWST: Thank you. (MC)

DAVID G. VANA
CFO
iSECUREtrac Corp.
5078 South 111th Street
Omaha, NE 68137
(402) 537-0022
(402) 537-9847 – FAX
www.iSECUREtrac.com
e-mail: ir@isecure.com


