
 
 
18 November 2010 
  
Company Announcements Office 
ASX 
Level 6 
20 Bridge Street 
SYDNEY NSW 2000 
 
 
Dear Sirs, 
 
 

SENETAS CORPORATION – ANNUAL GENERAL MEETING  

 
We attach a copy of the Chairman’s address and the CEO’s address to be delivered to 
shareholders at the Senetas Corporation Limited Annual General Meeting to be held, Thursday 
18 November 2010 at 10.30am at Eden on the Park, 6 Queens Road Melbourne. 
 
 
Yours faithfully 

 
Andrew R Wilson 
Company Secretary 



 

 

SENETAS CORPORATION LIMITED  
 

CHAIRMAN’S AGM ADDRESS 
 
 

Chairman’s speech – AGM, Thursday 18 November 2010 
On behalf of the Board, I report that, despite the continuing impact of the global financial crisis, 
your company has had another excellent result – achieving a $1.03 Million profit. 
This level of profit, within 8 per cent of the 2009 financial year result is satisfying in that it was 
achieved despite the significant impact of one-off effects on the company’s Consulting Division 
revenue and price pressures due to the adverse impact of the GFC and its aftermath on key 
markets. 
 
Highlights of the year to 30 June 2010 were: 

 Profit before tax $1,030,175 

 Strong growth in product revenues – up 23% with contribution up 70% 

 Consulting division impacted by one-off redundancy costs of $270,000 

 Senetas added a new business model with annuity income streams 

 The Company Remains Debt Free 

 Cash at bank has grown by 30% since 30 June 2009 
 
Despite adverse trading conditions and the loss of a long standing Telstra consulting contract, 
both the Security and Consulting divisions achieved positive outcomes with Product sales 
revenue up 23 per cent year-on-year; Product sales contribution up 70% year-on-year; and new 
business wins within the Consulting division which offset, in part, the impact of the loss of 
Telstra revenues. 
Unquestionably the security division performed strongly during this period, and to put this in 
some perspective, if the Consulting Division had maintained its contribution of the previous 
corresponding period and not incurred one-off redundancy costs, the 2010 profit before tax 
would have been more than twice the 2009 result. 
 
Your company continues to retain its tight focus on cost containment.  However it is critical that 
Senetas maintains its market-leading commitment to research and development, and despite the 
difficult business climate the company’s engineering team not only released a number of new 
products, but improved the functionality of existing encryption technology.   
 
Clearly one of the most significant R&D achievements during the fiscal year resulted from an 
18-month collaborative effort between the Consulting and Security divisions of the company.  
This collaboration, which is unique to the organisation over its 13 year history, saw the 



 

 

development of a unique “application in an encryptor” platform and the release to market of its 
first solution – MonitorStream.   
 
Effectively MonitorStream adds a new pillar to the company’s security product and consulting 
service offering.  Shortly we will show you a short video that highlights the effort that went into 
conceptualising, designing and finally releasing MonitorStream, together with comment from its 
first customer, the Victorian government agency, VicRoads.  MonitorStream is an exciting 
development which provides security to the cloud (business software, services and computing 
resources delivered via the Internet). Cloud-based application security offers both domestic and 
global sales opportunities for the company.  
 
SECURITY PRODUCTS 
Looking at the performance of The Security Products Division, we are pleased to note that it 
recorded its best year in domestic sales, mostly to Australian Government agencies.  Ongoing 
fallout from the GFC did impact sales of our encryption hardware in international markets where 
project delays and price pressure continued. 
 
The ongoing effects of the GFC, the fact that some world economies have not returned to even 
reasonable growth, continuing uncertainty in many markets and the slow recovery in many 
offshore markets does tend to impact our markets. Senetas has secured some sales to private 
sector organisations both in Australia and in overseas markets but it is still the fact that our main 
markets are sovereign Governments, State and provincial Governments, Government agencies; 
military and security arms of Governments and police. These entities have been 
disproportionately impacted by the GFC and now, in many cases, they are further affected by the 
slow recovery, further demands for stimulus and the need to reduce borrowings and debt. In 
many jurisdictions, these phenomena have slowed investment and caused Budget cutbacks. As a 
result, many orders for Senetas security products have been delayed and, in some cases, deferred 
indefinitely. 
In late 2010, our company has a very strong pipeline of prospective security product sales but 
our own sales staff and our resellers have to work extremely hard to convert these prospects to 
actual purchase orders. The fact that many key markets are adversely impacted by these trends 
only makes all the more noteworthy the increase in both revenue and profitability in the 
2009/2010 year. 
Facilitating the record production and shipment of encryption products in 2010 was an enhanced 
manufacturing capability. Senetas employs a custom manufacturer here in Melbourne and with 
the implementation of a full turn-key manufacturing process, the company was able to achieve 
higher production volumes and greater cost and time efficiencies.   
 
Highlights of the Security Products Division’s year included the following: 
 

 Engineering efforts saw Senetas awarded a patent for its multiprotocol encryptor and a 
patent pending for its new enhanced Ethernet encryptor with Multicast functionality 



 

 

 In association with Australia’s Defence Signals Directorate, Senetas continues 
development plans for an encryptor to be certified for use in government High Assurance 
networks  

 New product releases included a category killer, the new low-cost rack-mounted CS100, 
which provides high-speed real-time encryption, readily switchable between  Layer 2 and 
Layer 3 
 

The company further enhanced its sales capability, adding direct sales resources in Australia, 
whilst also growing its global sales channel to now cover more than 40 geographies. Senetas 
appointed new resellers in Singapore, Indonesia, The Philippines, Germany, and Swiss partner 
IDQuantique also added sales personnel. 
Late in the fiscal year Senetas agreed to purchase Focus Europe Limited, an experienced UK-
based encryption reseller, which has now become the 100% subsidiary, Senetas Europe Limited, 
and is leading sales efforts and managing the existing reseller network across the UK and 
Europe.   
These investments, along with the expensing of ongoing vital R & D expenditures, do increase 
outlays. Nonetheless, with a return to genuine profitability and resultant higher cash levels in the 
business, the Board and management have embarked on initiatives to increase our sales 
capability and to get better value from our reseller network by increasing “on-the-spot” support 
for resellers. 
Further enhancing our sales capability remains a major priority for the company. 
 
CONSULTING 
As reported during the year under review, Senetas lost a substantial and long-running consulting 
contract with Telstra. This had nothing to do with the service we had been providing to Telstra, 
nor, we believe the value of our consultants to Telstra and its customers. Rather the loss of this 
business was the result of high-level changes to the way Telstra procures consulting services and 
the policy of moving many types of services offshore. 
 
While the Consulting Division continues to face market challenges with the loss of this long-
running Telstra contract, it has already diversified its customer base and partner relationships 
and has already won new engagements in its Business Intelligence and Tivoli practices.  
 
After forming a new strategic relationship with Novell as a Security Solutions partner the 
Consulting Division has recently won two of three government bids.  Now it is adding Novell 
consultants to its team as well as cross-training some of its consultants in the Novell solutions.  
 
Of course the Consulting Division is also vigilant for new opportunities to leverage the 
Encrypted Application Security platform on which MonitorStream is built and the company has 
already received strong interest following discussions with application vendors whose solutions 
would benefit from a secure cloud-based Software-as-a-Service offering. 
 



 

 

The head of our consulting business, Larry Wilson, has done an extremely good job of managing 
very difficult situations and the Board and management adhere to the view that the consulting 
business has further growth potential and that its collaboration with the Security Products 
Division “MonitorStream” an application in a secure appliance technology means that the 
consulting business is more an integral part of the company’s business to an even greater extent 
than ever before.  
 
BUSINESS OUTLOOK 
Your Directors believe that the 2011 year will require further commitments to support our global 
sales network, the negotiation of an extension of our SafeNet agreement and further product 
accreditation, which enhances the competitive advantage of Senetas technology.   
 
We will continue to invest in the R & D effort required to keep us at the forefront of 
technological development.  We are continuing the collaboration with Government agencies that 
will ultimately lead to the development of an indigenous High-Assurance encryptor.   
 
There are costs associated with these initiatives but, despite economic problems and uncertainty 
in many markets, Senetas is well positioned to grow both its Consulting and Security businesses 
given the ongoing demand for information security.  Demand is being driven across global 
markets by increasing recognition of the need for organisations to secure their critical assets - 
information, communications channels and critical infrastructure. Organisations are also 
increasingly aware that the emergence of virtualisation and Cloud computing has introduced 
new risks to digital information and assets.   
 
The worldwide market opportunity for Senetas is large and growing.  Market intelligence firm, 
IDC, estimates the global Information Protection and Control market will go from $US1.5 
billion in 2010, growing at 15% p.a. compound to reach $US2.3 billion by 2013.  The broader IT 
Security Products and Services market is estimated by IDC to grow over 10% from $28.3 billion 
in 2010 to $US37.8 billion by 2013. 
 
CONCLUSION 
Against the background of the loss of the Telstra contract in the consulting division and the 
remaining effects of the GFC, the company performed well in the 2010 year and broadly 
maintained profitability. 
 
Whilst Senetas faces some challenges and several one-off costs, the outlook for 2011 is 
relatively good with signs of emerging recovery in several regions.  The projected growth in 
Australia and Asia is expected to provide opportunities for sales.   A slower rate of recovery in 
the US, Europe and, to a lesser extent, the Middle East, could delay recovery of sales growth in 
those regions. This remains the central risk to growth in all aspects of Senetas’ business. 
 
If the world economy does pick up through the 2011 year, Senetas can expect a more broadly 
based growth in sales and profitability. 



 

 

 
On behalf of the Board, I thank John Dubois and his senior management team (our CFO and 
Company Secretary, Andrew Wilson; our head of Product Sales, Horst Marcinsky; our head of 
Engineering, John Weston and our head of Consulting, Larry Wilson) and all of our staff. Our 
people are very talented, powerfully motivated and extremely committed. We are fortunate to 
have such an excellent team at Senetas.  
 
We do not normally comment on the share market but, on behalf of the Board, management and 
our loyal staff, I want to take this opportunity to thank shareholders who have been patient and 
supported the company through the GFC and other very taxing times. Four years ago, the Board 
was restructured and John Dubois was recruited to unravel the adverse consequences of our 
company’s founding years as a venture capital company. Many of the transactions of that time 
produced profits when they were undertaken but later resulted in write-downs many of these 
transactions were not focused on the core encryption business. I think that even the people 
involved with the company at that time would concede that there had been no real focus on 
growing the real encryption technology business of the company and the then company’s 
corporate governance was not as a listed public company’s should be.  
 
In the last four years, the focus of the Board and management necessarily has been in two stages: 
initially restructuring the company to re-focus on the core business, laying the foundations for a 
successful encryption business and adopting the corporate governance policies and practices that 
underpin market confidence. The company then set about capitalising on the fact that it is the 
world-leader in high-speed encryption. Enormous and far-reaching change has been driven 
within the company: from constant and successful efforts to gain recognition for the excellence 
of our products; through the recruitment of new management for our engineering and product 
sales activities; through world-leading R & D and important new product releases; through 
expansion of our sales network to most parts of the globe; to collaborations around development 
of an Australian domestic high-assurance encryptor, the company has had many successes. As a 
result, over the last two years, we maintained consistent revenue growth and significant profits 
through the worst world economy since the 1930s.  
 
Despite emerging recovery domestically and in a few overseas markets, our business involves 
long lead times on sales. The actions of Governments and Government agencies have created a 
back-log of demand which is reflected in our current strong pipeline but we can be no more 
certain than our customers as to when markets will be completely normalised. Nonetheless, the 
Board, management and our staff have confidence in the excellence of our offerings and 
published research on the size of the markets we service shows the opportunities before our 
company. Members of the Board have been buyers, not sellers, of the company’s shares and 
most staff have taken up the rights they have to acquire shares in the company in which they 
work. 
 
I thank you for your support as we continue to focus on investment for growth. I can only assure 
you that everyone at Senetas is working very hard to add to shareholder value.  
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