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Senetas Corporation Limited

ACN final (tick) Half -Year ended

006 067 607 31 December 2008

For announcement to the market

31-Dec-08 31-Dec-07 Increase %
$ $ $

1. Revenues from ordinary activities 7,046,929 7,471,947 (425,018) -6%
Net Profit (Loss) from ordinary 141,812 34,206 107,607 315%
activities after tax
Net Profit (Loss) attributable to - - - -
Outside Equity Interest
2. Profit (loss) from ordinary 141,812 34,206 107,607 315%
activities after tax attributable to

3. Amount of Interim dividend No interim dividend is proposed

4. Record date for determining N/A
entitlements to the final dividend

5 Brief Explanation of figures 1 to 4

Half year results to 31 December 2008:

Highlights

- Senetas consolidates profitable and cash flow positive position

- Channel partner performance improving and showing great potential.

- Consulting revenues up 9% with contribution up 31% - excellent performance in a difficult economic
environment

- Company positioned well in a volatile and uncertain economic climate

- Remains debt free

- Maturing pipeline with larger potential average deal size

- Releases new CypherStream encryptor with customised algorithms — opens new market segments and
geographies

The results show continued profitability and the company has had new business wins despite the global
€conomic crisis.

Senetas recorded a profit before tax of $138k compared with $59k for the previous corresponding period.
It remains cash flow positive, has more cash at bank than for the previous corresponding period and is still
debt free.

During the half year the company won new business, continued to invest in R&D and remains a leader in
its field through the release of innovative new encryption products. Its consulting division grew revenues
by 9 per cent and improved its contribution by 31 per cent as a result of gaining new business, repeat
engagements and strong partnerships with industry leaders including IBM and Microsoft.

This is an excellent performance in a very difficult economic environment and the Board believes Senetas
is well positioned to take advantage of emerging opportunities in both Australasian and foreign
information security markets.



The company’s security sales pipeline is now maturing and would benefit from an increase in the average
size and value of potential deals. This has been the result of persistent focus on direct sales in
Australasia, and sales leadership with channel partners targeting both government and enterprise
customers in Asia, Europe and South Africa.

The company had completed a successful turnaround over the past 18 months and is in a relatively strong
position despite the global economic downturn. The focus is principally on two high demand areas —
enterprise efficiency gains through business improvement consulting; and dedicated information security
hardware to mitigate risk, ensure corporate governance and compliance and thwart the increase in
cybercrime without any impact on network performance.

Update on Projects & Products

The release of the new, low cost, small footprint CypherStream encryptor opens new opportunities for
Senetas in broader information security market segments and countries. Senetas’ strengths in Layer 2
enterprise encryption hardware have gained it an envied reputation as a global leader in information
security. Senates' addition of Layer 3 IPSec network security capability, through CypherStream, builds on
its information encryption expertise and significantly increases its business opportunities in information
security

During the half-year the company also developed a crypto-agile version of CypherStream which can
accept customised algorithms as well as the US Government-approved AES algorithms. This
immediately opened opportunities that we are currently pursuing in South East Asia and North Asia,
including Japan and Korea, who had each developed proprietary algorithm standards. CypherStream's
smaller footprint and lower cost will position it strongly.

Other recent products show signs of strong future demand, including the ultra high speed CypherNet 10
Gbps Ethernet and CypherNet Fibre Channel encryptors used to secure information flowing between
storage area networks (SANs).

Senetas is engaged with Australia’s Defence Department and plans for the development of a High
Assurance Encryptor range to secure secret level government information are progressing well. Senetas
has a strong product road map and will shortly implement new designs that reduce the cost of encryptor
manufacture.

Update on Channels
Senetas continues to expand its sales through the development of channel partners in Australasia,
including Fujitsu. Fujitsu Australia recently secured a strategic sale into government.

The relationship is strengthening and promising opportunities are arising through Fujitsu in New Zealand.

The company also appointed new resellers in key geographies: iTEC Technologies Ltd in South Korea
and TVS Technologies in India. Sales performance by US partner, SafeNet, was down on the expectations
of both SafeNet and Senetas because of project delays caused by the current economic crisis. Nonetheless,
Senetas remains confident that SafeNet will continue a strong sales performance.

European partner, idQuantique had a successful half year in both quantum and classical encryption sales
with its jointly developed Cerberis hybrid quantum encryptors now deployed in Asia, Africa and Europe.

Update on Consulting

The Consulting Division had returned an excellent result for the half-year to December 31. Despite an
extremely challenging economic environment - particularly the second quarter of this fiscal year - this
business unit continued to grow recording revenue gains of 9 per cent and contribution gains of 31 per
cent over the previous corresponding half-year. Significant long term engagements with large
government departments were also won.

The Consulting division also further improved utilisation levels for its consultants, already one of the most
efficient consultancy practices in the country with very high average utilisation rates.
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Directors' Report
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

Your directors submit their report for the half-year ended 31 December 2008.

DIRECTORS
The names of the company’s directors in office during the half-year and until the date of this report are as below. Directors

were in office for this entire period unless otherwise stated.

A.R Stockdale (Non-Executive Chairman)
R Warner (Non-executive)

J Connolly (Non-executive)

J.H. DuBois (Executive Director)

REVIEW OF OPERATIONS
Half year results to 31 December 2008:

Highlights

- Senetas consolidates profitable and cash flow positive position

- Channel partner performance improving and showing great potential.

- Consulting revenues up 9% with contribution up 31% - excellent performance in a difficult economic environment
- Company positioned well in a volatile and uncertain economic climate

- Remains debt free

- Maturing pipeline with larger potential average deal size

- Releases new CypherStream encryptor with customised algorithms — opens new market segments and geographies

The results show continued profitability and the company has had new business wins despite the global economic crisis.

Senetas recorded a profit before tax of $138k compared with $59k for the previous corresponding period. It remains cash
flow positive, has more cash at bank than for the previous corresponding period and is still debt free.

During the half year the company won new business, continued to invest in R&D and remains a leader in its field through
the release of innovative new encryption products. Its consulting division grew revenues by 9 per cent and improved its
contribution by 31 per cent as a result of gaining new business, repeat engagements and strong partnerships with industry
leaders including IBM and Microsoft.

This is an excellent performance in a very difficult economic environment and the Board believes Senetas is well positioned
to take advantage of emerging opportunities in both Australasian and foreign information security markets.

The company’s security sales pipeline is now maturing and would benefit from an increase in the average size and value of
potential deals. This has been the result of persistent focus on direct sales in Australasia, and sales leadership with channel
partners targeting both government and enterprise customers in Asia, Europe and South Africa.

The company had completed a successful turnaround over the past 18 months and is in a relatively strong position despite
the global economic downturn. The focus is principally on two high demand areas — enterprise efficiency gains through
business improvement consulting; and dedicated information security hardware to mitigate risk, ensure corporate governance
and compliance and thwart the increase in cybercrime without any impact on network performance.

Update on Projects & Products

The release of the new, low cost, small footprint CypherStream encryptor opens new opportunities for Senetas in broader
information security market segments and countries. Senetas’ strengths in Layer 2 enterprise encryption hardware have
gained it an envied reputation as a global leader in information security. Senetas's addition of Layer 3 IPSec network
security capability, through CypherStream, builds on its information encryption expertise and significantly increases its
business opportunities in information security



During the half-year the company also developed a crypto-agile version of CypherStream which can accept customised
algorithms as well as the US Government-approved AES algorithms. This immediately opened opportunities that we are
currently pursuing in South East Asia and North Asia, including Japan and Korea, who had each developed proprietary
algorithm standards. CypherStream's smaller footprint and lower cost will position it strongly.

Other recent products show signs of strong future demand, including the ultra high speed CypherNet 10 Gbps Ethernet and
CypherNet Fibre Channel encryptors used to secure information flowing between storage area networks (SANSs).

Senetas is engaged with Australia’s Defence Department and plans for the development of a High Assurance Encryptor
range to secure secret level government information are progressing well. Senetas has a strong product road map and will
shortly implement new designs that reduce the cost of encryptor manufacture.

Update on Channels
Senetas continues to expand its sales through the development of channel partners in Australasia, including Fujitsu. Fujitsu
Australia recently secured a strategic sale into government.

The relationship is strengthening and promising opportunities are arising through Fujitsu in New Zealand.

The company also appointed new resellers in key geographies: iTEC Technologies Ltd in South Korea and TVS
Technologies in India. Sales performance by US partner, SafeNet, was down on the expectations of both SafeNet and
Senetas because of project delays caused by the current economic crisis. Nonetheless, Senetas remains confident that
SafeNet will continue a strong sales performance.

European partner, idQuantique had a successful half year in both quantum and classical encryption sales with its jointly
developed Cerberis hybrid quantum encryptors now deployed in Asia, Africa and Europe.

Update on Consulting

The Consulting Division had returned an excellent result for the half-year to December 31. Despite an extremely challenging
economic environment - particularly the second quarter of this fiscal year - this business unit continued to grow recording
revenue gains of 9 per cent and contribution gains of 31 per cent over the previous corresponding half-year. Significant long
term engagements with large government departments were also won.

The Consulting division also further improved utilisation levels for its consultants, already one of the most efficient
consultancy practices in the country with very high average utilisation rates.
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Auditor’s Independence Declaration to the Directors of Senetas Corporation Limited

In relation to our review of the financial report of Senetas Corporation Limited for the half-year ended 31 December 2008, to
the best of my knowledge and belief, there have been no contraventions of the auditor independence requirements of the
Corporations Act 2001 or any applicable code of professional conduct.
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Ernst & Young
P

David McGregor
Partner

26 February 2009
Liability limited by a scheme approved under
Professional Standards Legislation

Signed in accordance with a resolution of the directors

O NG

Alan Stockdale
Director

26 February 2009
Melbourne



Income Statement

FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

Notes CONSOLIDATED
31/12/2008 31/12/2007
3 $
Revenues from operating activities 3(a) 7,046,929 7,471,947
Cost of sales (624,526) (632,275)
Gross profit 6,422,403 6,839,672
Other income 3(b) 251,522 4,324
Employee benefits expense 3(e) (5,071,564) (4,981,067)
Depreciation & amortisation expense 3(c) (171,805) (203,330)
Other expenses 3(d) (1,292,233) (1,600,405)
Profit before income tax 138,323 59,194
Income tax benefit/(expense) 3,489 (24,988)
Net profit for the period 141,812 34,206
Net profit attributable to members of parent 141,812 34,206
Basic earnings per share (cents per share) - rounded 5 0.00 0.00
Diluted earnings per share (cents per share) - rounded 0.00 0.00




Balance Sheet

AS AT 31 DECEMBER 2008
Notes CONSOLIDATED
As at As at
31 December 2008 30 June 2008
$ $
ASSETS
Current Assets
Cash and cash equivalents 3,510,429 3,095,162
Trade and other receivables 2,605,314 4,365,685
Inventories 1,472,509 1,135,004
Prepayments 111,669 143,084
Other current assets 24,619 36,798
Total Current Assets 7,724,540 8,775,733
Non-current Assets
Deferred income tax asset 1,040,406 973,014
Property, plant and equipment 880,735 968,360
Intangible assets 8,621,216 8,612,135
Total Non-current Assets 10,542,357 10,553,509
TOTAL ASSETS 18,266,898 19,329,242
LIABILITIES
Current Liabilities
Trade and other payables 1,062,188 2,198,333
Unearned income 699,577 865,185
Provisions 946,168 963,956
Total Current Liabilities 2,707,933 4,027,474
Non-current Liabilities
Deferred income tax liabilities 96,430 32,527
Provisions 83,385 66,933
Total Non-current Liabilities 179,815 99,460
TOTAL LIABILITIES 2,887,748 4,126,934
NET ASSETS 15,379,150 15,202,309
EQUITY
Contributed equity 5 101,444,943 101,444,943
Accumulated losses (86,480,192) (86,622,004)
Reserves 474,293 439,265
Parent interests 15,439,045 15,262,204
Minority interests (59,895) (59,895)
TOTAL EQUITY 15,379,150 15,202,309




Statement of Changes in Equity

FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

Attributable to equity holders of Senetas Corporation Ltd Minority Total equity
interest
Contributed ~ Accumulated Losses Employee Total
Equity Benefits Reserve

CONSOLIDATED $ 3 3 3 $ $

At 1 July 2007 101,444,943 (86,773,802) 170,556 14,841,697 (59,895) 14,781,802
Total income and expenses for the period - - - - - -
recognised directly in equity

Profit for the period - 34,206 - 34,206 - 34,206
Total income and expenses for the period - 34,206 - 34,206 - 34,206
Share Based Payments - - 188,107 188,107 - 188,107
At 31 December 2007 101,444,943 (86,739,596) 358,663 15,064,010 (59,895) 15,004,115
CONSOLIDATED $ 3 3 $ $ 3

At 1 July 2008 101,444,943 (86,622,004) 439,265 15,262,205 (59,895) 15,202,310
Total income and expenses for the period - - - - - -
recognised directly in equity

Profit for the period - 141,812 - 141,812 - 141,812
Total income and expenses for the period - 141,812 - 141,812 - 141,812
Share Based Payments - - 35,028 35,028 - 35,028
At 31 December 2008 101,444,943 (86,480,192) 474,293 15,439,045 (59,895) 15,379,150




Cash Flow Statement

FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

CONSOLIDATED
31/12/2008 31/12/2007
3 $
Cash flows from operating activities
Receipts from customers 8,626,201 6,831,189
Payments to suppliers and employees (8,235,073) (7,651,430)
Advance to specified directors and executives - (21,500)
Sundry income 2,648 4,324
Interest received 105,873 86,590
Net cash flows from (used in) operating activities 499,649 (750,827)
Cash flows from investing activities
Purchase of property, plant and equipment (61,560) (173,604)
Purchase of intangibles (22,821) (32,873)
Net cash flows used in investing activities (84,381) (206,477)
Cash flows from financing activities - -
Net increase/(decrease) in cash and cash equivalents 415,267 (957,305)
Cash and cash equivalents at beginning of period 3,095,162 3,263,883
Cash and cash equivalents at end of period 3,510,429 2,306,578




Notes to the Half-Year Financial Statements
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

()

(b)

CORPORATE INFORMATION

The half-year financial report of Senetas Corporation Limited (the Company) for the half-year ended 31
December 2008 was authorised for issue in accordance with a resolution of the directors on 26 February
2009.

Senetas Corporation Limited is a company limited by shares incorporated in Australia whose shares are
publicly traded on the Australian Stock Exchange.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The half-year financial report does not include all notes of the type normally included within the annual
financial report and therefore cannot be expected to provide as full an understanding of the financial
performance, financial position and financing and investing activities of the consolidated entity as the
full financial report.

The half-year financial report should be read in conjunction with the Annual Financial Report of Senetas
Corporation Limited as at 30 June 2008.

It is also recommended that the half-year financial report be considered together with any public
announcements made by Senetas Corporation Limited and its controlled entities during the half-year
ended 31 December 2008 in accordance with the continuous disclosure obligations arising under the
Corporations Act 2001.

Basis of preparation and Statement of Compliance

The half-year consolidated financial report has been prepared in accordance with the requirements of the
Corporations Act 2001, including compliance with the requirements of AASB 134 Interim Financial
Reporting .

The half-year financial report has been prepared on a historical cost basis.

For the purpose of preparing the half-year financial report, the half-year has been treated as a discrete
reporting period.
Significant accounting policies

The half-year consolidated financial statements have been prepared using the same accounting policies
as used in the annual financial statements for the year ended 30 June 2008.



Notes to the Half-Year Financial Statements (continued)
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

CONSOLIDATED
31/12/2008 31/12/2007
3 3
3 REVENUES AND EXPENSES
(a) Revenue from operating activities
Sale of goods 1,298,588 1,407,671
Provision of services 4,358,176 3,795,589
Royalties/Commissions 1,283,407 2,189,135
Interest revenue:
Non-related parties 106,758 79,552
7,046,929 7,471,948
(b) Other income
Other income 2,648 4,324
Net gain/(loss) on foreign exchange 248,874 (634)
251,522 3,689
(¢) Depreciation and amortisation expense
Depreciation:
Plant and equipment 151,752 171,572
Leasehold improvements 6,312 9,148
Amortisation:
Software 13,741 22,610
171,805 203,330
(d) Other expenses
Operating lease 189,590 181,036
Write back of doubtful debts/bad debts - (823)
Inventory write off / provision 344 20,058
Assets written off - damaged 3,344 -
Travel expenses 166,840 215,216
Telephone & internet expense 55,580 45,839
Insurance expense 91,265 100,302
Marketing expenses 142,383 92,338
Other overhead expenses 642 887 945,806
1,292,233 1,599,771
(e) Employee Benefits expenses
Salaries & wages 4,651,419 4,466,799
Superannuation 336,496 311,968
Termination payouts 48,621 14,194
Share based payments expense 35,028 188,106
5,071,564 4,981,067




Notes to the Half-Year Financial Statements (continued)
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

4 DIVIDENDS PAID AND PROPOSED

Equity dividends on ordinary shares:
No interim dividend was paid or is proposed for the half year ended 31 December 2008.

5 CONTRIBUTED EQUITY CONSOLIDATED
No. of shares $
Movement in ordinary shares on issue
At 1 July 2008 460,716,568 101,444,943
At 31 December 2008 460,716,568 101,444,943

At 31 December 2008 the weighted average number of shares on issue is the same as the number of ordinary
shares on issue.

Earnings per share is $0.0003 which rounded to the nearest two decimals is zero

10



Notes to the Half-Year Financial Statements (continued)
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

6 SEGMENT REPORTING

Business segments

The following table presents the revenue and profit information regarding business segments for the half-year
periods ended 31 December 2008 and 31 December 2007.

Products Services Total
$ $ $

Half-year ended 31 December 2008
Revenue
Sales to external customers 2,511,914 4,428,257 6,940,171
Total segment revenue 2,511,914 4,428,257 6,940,171
Unallocated Revenues
Interest income 106,758
Total Consolidated Revenue 7,046,929
Result
Segment result 752,955 1,172,894 1,925,849
Unallocated result (1,787,525)
Profit before income tax 138,323
Income tax benefit 3,489
Net profit 141,812
Half-Year ended 31 December 2007
Revenue
Sales to external customers 3,324,669 4,067,726 7,392,395
Total segment revenue 3,324,669 4,067,726 7,392,395
Unallocated Revenues
Interest Income 79,552
Total Consolidated Revenue 7,471,947
Result
Segment Result 1,060,782 895,794 1,956,575
Unallocated Result (1,897,381)
Profit before Income Tax 59,194
Income tax expense (24,988)
Net profit 34,206

11



Notes to the Half-Year Financial Statements (continued)
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

7 CONTINGENT ASSETS AND LIABILITIES
Since the last annual reporting date, there has been no material change of any contingent liabilities or contingent
assets.

8 EVENTS AFTER THE BALANCE SHEET DATE
There were no significant events subsequent to balance date.

12
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Directors' Declaration
In accordance with a resolution of the directors of Senetas Corporation Limited, I state that:

In the opinion of the directors:

(@) the financial statements and notes of the consolidated entity are in accordance with the Corporations Act
2001, including:

(i) giving a true and fair view of the financial position as at 31 December 2008 and the performance for the
half-year ended on that date of the consolidated entity; and

(i1) complying with Accounting Standard AASB 134 “Interim Financial Reporting” and the Corporations
Regulations 2001; and

(b) there are reasonable grounds to believe that the company will be able to pay its debts as and when they
become due and payable.

On behalf of the Board

BBt

Alan Stockdale
Director

26-February-2009
Melbourne.
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To the members of Senetas Corporation Limited

Report on the Condensed Half-Year Financial Report

We have reviewed the accompanying condensed half-year financial report of Senetas Corporation Limited, which
comprises the balance sheet as at 31 December 2008, and the income statement, statement of changes in equity and
cash flow statement for the half-year ended on that date, other selected explanatory notes and the directors’ declaration
of the consolidated entity comprising the company and the entities it controlled at the half-year end or from time to time
during the period.

Directors’ Responsibility for the Half-Year Financial Report

The directors of the company are responsible for the preparation and fair presentation of the half-year financial report in
accordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Act 2001. This responsibility includes establishing and maintaining internal controls relevant to the
preparation and fair presentation of the half-year financial report that is free from material misstatement, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our review. We conducted our
review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review of Interim and Other
Financial Reports Performed by the Independent Auditor of the Entity, in order to state whether, on the basis of the
procedures described, we have become aware of any matter that makes us believe that the financial report is not in
accordance with the Corporations Act 2001 including: giving a true and fair view of the consolidated entity’s financial
position as at 31 December 2008 and its performance for the half-year ended on that date; and complying with
Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations 2001 . As the auditor of
Senetas Corporation Limited and the entities it controlled during the half-year, ASRE 2410 requires that we comply with
the ethical requirements relevant to the audit of the annual financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with Australian Auditing Standards and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might be identified in an audit. Accordingly, we do
not express an audit opinion.

Liability limited by a scheme approved under
Professional Standards Legislation
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Independence

In conducting our review, we have complied with the independence requirements of the Corporations Act 2001. We
have given to the directors of the company a written Auditor’'s Independence Declaration, a copy of which is included in
the Directors’ Report.

Conclusion
Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that the half-
year financial report of Senetas Corporation Limited is not in accordance with the Corporations Act 2001 , including:

i) giving a true and fair view of the consolidated entity’s financial position as at 31 December 2008 and of its
performance for the half year ended on that date; and

ii) complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations
Regulations 2001 .
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Ernst & Young
(ot

David McGregor
Partner
Melbourne

26 February 2009
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