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ETHERNITY NETWORKS LTD

("Ethernity" or the "Company" or the "Group")
 

Interim results for the six months ended 30 June 2024
 

Ethernity Networks  Ltd (AI M: ENET.L; OTC M K TS: ENETF), a  leading suppl ier of data process ing semiconductor technology for
networking appl iances, announces  i ts  interim results  for the s ix months  ended 30 June 2024.
 
Financial summary
 
·    Revenues decreased by 58% to 582,008 (H1 2023: 1,398,871).
·    Gross  profi t decreased by 29% to 566,602 over the comparable period (H1 2023: 802,494).
·    Gross  margin of 97.4% (H1 2023: 57.4%) reflecting an increase of 40 percentage points .
·    Research and Development, General  and Administra;ve, and Marke;ng expenses  (before amor;sa;on, deprecia;on

IFRS and other adjustments) decreased overal l  by 45%.
·    EB I TDA and Adjusted EB I TDA loss  decreased by 48% and 46% to 1,590,542 and 1,657,094 respec;vely (H1 2023:

3,068,009 and 3,045,037).
 
CEO STATEMENT
 
Overview and current trading
 
I n 2024 to date, Ethernity has  made pos i;ve commercial  progress  and is  currently execu;ng mul;ple customer projects ,
whi lst s imultaneously engaging in active discuss ions  with prominent global  OEM potentia l  customers.
 
Ethernity stands  out for i ts  cost-effec;ve switching and rou;ng data plane func;onal i ty on field programmable gate arrays
("FPGAs"), enabl ing a  versa;le solu;on that supports  services  from 40Gbps to 300Gbps. This  trans lates  to s ignificant
advantages  for our customers  who can leverage the Company's  state of the art data process ing engine and offer Carrier
Ethernet services  at a  compe;;ve price point. I n addi;on, customers  have the op;on to unlock premium features  by
enabl ing Ethernity's  rou;ng appl ica;on. Furthermore, for high-volume appl ica;ons, Ethernity offers  a  seamless  migra;on
path to ASICs , ensuring dramatic cost reductions  as  customer needs evolve.
 
Ethernity offers  a  compel l ing value proposi;on for O EM customers  by combining the power of i ts  cost-effec;ve Data
P rocess ing Unit ("DPU") systems on a chip ("SoC") with the innova;ve low-latency pass ive op;cal  network (" PON")
technology. This  comprehensive suite provides  a  versa;le solu;on for ac;ve and pass ive services , us ing both wired and
wireless  infrastructure.
 
The Ethernity universal  edge plaEorm ("UEP") i s  a  powerful  plaEorm that combines  an F P GA with the ENET flow processor
and a comprehensive suite of appl ica;on soGware. This  innova;ve solu;on del ivers  Carrier Ethernet Switch/Router
functional i ty, a long with precise timing synchronization, securi ty and l ink bonding capabi l i ties .
 
The Ethernity UEP 2025 extends i ts  capabi l i;es  beyond Carrier Ethernet by incorpora;ng industry-leading Remote O LT
(GP O N and XGS-P O N) func;onal i ty for the Broadband market. This  versa;le plaEorm del ivers  a  comprehensive feature set,
including Carrier Ethernet switching and rou;ng, precise ;ming synchroniza;on, l ink bonding, and advanced P O N
capabi l i;es. This  unified solu;on empowers  O EM customers  to address  a  broad range of markets  and appl ica;ons whi le
s ignificantly reducing integra;on efforts . Furthermore, the UEP 's  F P GA-based architecture provides  Ethernity with the
flexibi l i ty to adapt i ts  capabi l i;es  to meet the ever-evolving needs of the market, whi le s;l l  del ivering hardware-based
performances.
 
Addi;onal ly, Ethernity has  enhanced i ts  standard ENET data process ing solu;on with comprehensive network opera;ng
soGware. This  new soGware stack offers  a  complete system solu;on, expanding Ethernity's  revenue poten;al  and
increas ing gross  margins  for ENET Flow processor units . I t a lso enables  Ethernity to reach a broader customer base,
including those seeking ta i lored networking capabi l i;es , with produc;on ready network opera;ng soGware, but without
the need for a  ful ly customized FPGA or ASIC.
 
During the fi rst s ix months  of 2024, the Company was mainly focused on enhancement of the UEP2025 software appl ication
func;onal i ty and engaged with several  large O EMs. These O EMs are evalua;ng the Company's  UEP  product offering, and
this  has  so far generated excel lent results . We are confident that these relationships  wi l l  fuel  the Company's  future growth.
Fol lowing the Company's  strategy to complement i ts  s i l icon tuned offering with a  ful ly integrated SoGware appl ica;on, the
Company is  in the advanced stages  of comple;ng the integra;on of the P O N O LT (GP O N/XGS-P O N) running on the UEP 2025,
with cloud-based soGware which wi l l  provide the Company's  O EM customers  with a  complete end-to-end product offering
for Remote OLT.
 
As  first announced on 28 June 2024, the Company s igned a new 1.05m l icens ing contract with a  leading U.S. Aerospace
company. As  part of this  project, the Company wi l l  del iver i ts  s i l icon-tuned soGware to enable specific networking
func;onal i;es  on the customer's  unique plaEorm. The project was  pending U.S. Government approval  to a l low the
customer to work with a  non-U.S. vendor. Approval  was  obtained on September 9, 2024. For the first project del iverable,
Ethernity provided i ts  UEP 2025, in order to enable the customer to speed up development of their product. The Company is
now ful ly engaged with the customer to support and expedite i ts  product development and market readiness . 
 
Furthermore, the majori ty of the del ivery associated with the 200k product enhancement order from another customer, that
was announced in August 2024, has  been completed. This  product enhancement leverages  on Ethernity's  data process ing
technology and wi l l  enable the customer to secure addi;onal  orders  for i ts  remote 10G P O N O LT product, which would
contribute to Ethernity's  future revenue growth.
 
Outlook
 



 
By trans i;oning to a  system-based approach that i s  based on the Company's  s i l icon tuned technology, Ethernity unlocks
s ignificant value for a  broader customer base. The comprehensive solu;ons, combining powerful  F P GA SoCs with
Ethernity's  semiconductor exper;se and appl ica;on soGware, reduces  the need for in-house product development by i ts
O EM customers. This  enables  customers  to leverage the Company's  technology for a  more agi le and rapid go to market
strategy. This  strategic shiG pos i;ons Ethernity to strengthen i ts  market pos i;on, expand i ts  O EM customer base, and
attract new partners  who can s igni ficantly contribute to the Company's  revenue growth.
 
Furthermore, over the past several  months, the Company has  been engaged in discuss ions  with two Tier-1 wireless
backhaul  solu;ons providers . They both have prior experience with the Company's  technology, and one has  been
successful ly tes;ng Ethernity's  solu;on for the past nine months. W hi lst no contracts  have been secured to date, these
vendors  have expressed an interest in Ethernity's  evolving F P GA technology and solu;on to an AS I C, as  they bel ieve that i t
would enable them to gain market share whi le s imultaneously improving their respective gross  margins .
 
To meet this  an;cipated demand, Ethernity intends to leverage i ts  s ignificant ski l l  and know-how as  a  networking
technology provider, a long with i ts  exis;ng patented ENET data process ing technology, to bui ld a  higher-performance
networking AS I C  at groundbreaking price and performance levels . This  wi l l  a l low Ethernity to address  various  networking
use cases  and to support the customers ' growth opportuni;es. The future AS I C  wi l l  leverage on the current Ethernity field
proven Si l icon and software offering, currently running on the UEP2025 as  a  complete product.
 
The Company has  received interest from two Global  Tier-1 O EMs to co-fund and adopt an AS I C  solu;on from Ethernity.
Should they choose to proceed this  could lead to a  s ignificant increase in NR E payments  to the Company in 2025-2026.
Management bel ieves  that there is  an addressable market that could enable the Company to achieve s ignificant revenue
growth over the coming years  and aspire for the Company to reach annual  revenues exceeding 35 mi l l ion in five years .
The Directors  bel ieve that Ethernity i s  s trategical ly pos i;oned to capital ize on a unique transforma;ve bus iness
opportunity within the growing FrontHaul/Backhaul  mobi le industry, driven by the ever-increas ing demand for more
bandwidth driven by mass  migration to cloud based solutions.
 
A new report from Del l 'O ro Group shows that worldwide telecom equipment revenues are down in the first hal f of 2024 by
17% due to excess  inventory fueled by the panic around the chip shortage period that fol lowed Covid. However, the report
suggests  there may be some recovery during the remainder of 2024 to result in a  total  decl ine for the year of 8% to 10%.
 
W hi le analysts  predict modest telecom business  growth from 2025 and beyond, Ethernity's  primary growth area is  in the
Mobi le backhaul  market, where the Company del ivers  a  ful ly integrated product suppor;ng Switch/Router, Securi ty, and
wireless  l ink bonding, which targets  the growing Mi l l imeter wave technology market (i .e E-BAND). As  indicated in
Transparency market Research (June 2024), the Global  mmWave  wireless  technology market represented 4.4B in 2023
(~1.2M units), and wi l l  reach close to 20B by 2034 (~8M units) with a  C AGR of 14.7%.  That could poten;al ly represent an
addressable market of 800,000 ENET devices  for 2025, or two mi l l ion devices  for FY-2034.
 
As  indicated above, 2024 has  been a chal lenging year in the telecom industry and i t has  affected the Company's  customers.
However, management sees  a  pos i;ve trans i;on during the second hal f of 2024 and an;cipates  further revenue growth in
royal;es, l icens ing, NR E and hardware components  sales , both from exis;ng customers  and from new customers  for our I P
and UEP  F P GA based solu;ons. Together with the above detai led transforma;ve AS I C  bus iness  opera;on, we an;cipate a
bright future for the Company. 
 
By order of the Board
 
David Levi
CEO
26 September 2024
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MARKET ABUSE REGULATION
The informa;on contained within this  announcement is  deemed by the Company to cons;tute ins ide informa;on as
s;pulated under the Market Abuse (amendment) (EU Exit) Regula;ons 2019/310 ("M AR"). W ith the publ ica;on of this
announcement via  a  Regulatory Information Service, this  ins ide information is  now considered to be in the publ ic domain.

OPERATIONAL AND FINANCIAL REVIEW
 
Revenues
 
During the period under review, the Company del ivered revenues of 582,008 (H1 2023: 1,398,871), a  decrease of 58% over
H1 2023.
The decl ine in revenue for the period is  primari ly aRributable to a  decl ine in revenues of hardware components  (i .e F P GA
SoC). This  decl ine in hardware component sales  is  primari ly due to excess  inventory stocked up in the telecom market
during 2022-2023, driven by the panic surrounding the chip shortage as  elaborated in the 'O utlook' sec;on above. We
anticipate that demand wi l l  return back to previous  levels  during H2 2024.
 
Addi;onal ly, with respect to the remaining revenue streams, this  decl ine reflects  the Company's  strategic focus  on
transformative bus iness  efforts , which are expected to drive long-term growth.
 
Gross profit and margin
 
The gross  profit decreased to 566,602 (H1 2023: 802,494), and the gross  margin increased to 97.4% (H1 2023: 57.4%)
reflecting an increase of 40 percentage points .
 
The s ignificant increase in gross  margin is  a  direct result of the revenue recognized during the period, which was mainly
derived from l icens ing and royalty revenues with no COGS.
 
EBITDA
 

https://www.transparencymarketresearch.com/millimeter-wave-technology-market.html


 
The EBITDA for the six months ended 30 June 2024 is presented as follows:
 
EBITDA
(US Dol lars)

For the 6 months ended
 

For the 12
months ended

6-month change
of 2024 vs 2023

 30-Jun-2024 30-Jun-2023 31-Dec-2023  %
Revenues           582,008          1,398,871          3,777,919 (816,863) (58%)
Gross Profit              566,602              802,494          2,340,142 (235,892) (29%)
Gross Margin % 97.4% 57.4% 61.9% 40%
Operating Loss        (2,397,002)       (3,774,255)        (5,280,652) 1,377,253 (36%)
Amortisation of Intangible Assets              480,690              480,690              961,380                 -
Depreciation charges on fixed assets              158,570                67,614              138,782      90,956
Depreciation in respect of IFRS16 lease assets              167,200              157,942              315,884         9,258
EBITDA        (1,590,542)        (3,068,009)        (3,864,606) 1,477,467 (48%)
Add back Share based compensation charges              140,900                56,025                72,287      84,875
Add back impairments                           -             193,537            220,220 (193,537)
Add back vacation accrual charges                  9,540             (22,324)          (109,026)     31,864
Adjust IFRS16 rent expense reversals           (216,992)           (204,266)           (398,033)    (12,726)
Adjusted EBITDA        (1,657,094)        (3,045,037)        (4,079,158) 1,387,943 (46%)
 
EBI TDA loss  for the first s ix-month period of the year decreased by 48% to 1,590,542 (H1 2023: 3,068,009). The Adjusted
EBI TDA loss  in the first s ix months  of the year decreased by 46% to 1,657,094 (H1 2023: 3,045,037). These improvements
are aRributed to the cost savings  steps  the Company appl ied during the second hal f of 2023 in i ts  efforts  to control
spending.
 
Operating costs
 
O pera;ng expenses  (before amor;sa;on, deprecia;on and I F RS adjustments) decreased by an overal l  45% from 4,041,068
to 2,223,696 during the period against the same period in 2023.
 
W ithin the R&D divis ion, the Company reduced i ts  opera;ng expenses  (including headcount and other R&D expenses) by a
total  of 55%.
 
General  and Administra;on costs  (before amor;sa;on, deprecia;on and I F RS adjustments) have decreased by 19%, a lso
mainly attributed to headcount savings.  
 
The decrease in Marke;ng expenses  (net of share-based compensa;on and vaca;on accruals) of 33% is  a lso mainly
attributed to headcount savings.  
 
AGer adjus;ng for non-cash i tems; amor;sa;on costs  of the Development I ntangible asset, Deprecia;on, Share Based
Compensation adjustments , and IFRS adjustments  the resultant decreases  in Operating costs , as  adjusted are:
 
Operating costs
(US Dol lars)

For the 6 months ended
For the 12

months ended
6-month change of

2024 vs 2023
 30-Jun-2024 30-Jun-2023 31-Dec-2023  %
Research and Development Costs net of
amortisation, Share Based Compensation,
IFRS adjustments and Vacation accruals

     1,220,252        2,727,389             4,198,131 (1,507,137)  (55%)

General and Administrative expenses, net of
depreciation, Share Based Compensation,
IFRS adjustments, Vacation accruals and
impairments

        724,132           895,691             1,170,442    (171,559)  (19%)

Marketing expenses, net of Share Based
Compensation and Vacation accruals         279,312          417,988                655,491    (138,676)  (33%)

Total     2,223,696        4,041,068             6,024,064 (1,817,372)  (45%)
 
Summarised trading results
 
Summarised Trading Results
(US Dol lars)

For the 6 months ended
For the 12

months ended
6-month change of

2024 vs 2023
 30-Jun-2024 30-Jun-2023 31-Dec-2023  %
Revenues              582,008          1,398,871          3,777,919      816,863 (58%)
Gross Profit              566,602              802,494          2,340,142      235,892 (29%)
Gross Margin % 97.4% 57.4% 61.9%  40%
Operating Loss        (2,397,002)        (3,774,255)        (5,280,652) (1,377,253) (36%)

Financing costs        (1,202,765)
          (163,008)        (1,267,906)  1,039,757

 
Financing income (expenses)                61,753              322,814              183,811      261,061

Net comprehensive loss for the year       (3,538,014)
        (3,614,449)        (6,364,747)      (76,435)

 (2%)

Basic and Diluted earnings per ordinary
share

                 (0.01)                  (0.03)                 (0.04)          (0.03) (73%)

Weighted average number of ordinary
shares for basic earnings per share 385,600,025 108,252,292 143,876,859

 
Financing costs
 
The majori ty of the financing costs  recognised during the first 6-month period of 2024 relate to the structured investment
deed s igned in May 2024. The expense wi l l  be further increased or decreased based on the actual  date of any warrant



deed s igned in May 2024. The expense wi l l  be further increased or decreased based on the actual  date of any warrant
exercise and wi l l  be determined by the share price at the date of exercise. Refer to note 4[1] of the interim unaudited
financial  s tatements  which discusses  the accounting treatment appl ied in this  regard.
 
Going Concern
 
Based on the major cut in expenses  and the modified bus iness  model , l icens ing discuss ion and nego;a;ons with major
Telecom manufacturers , as  wel l  as  bearing in mind the abi l i ty and success  of the Company to raise funds  previous ly, the
Directors  have a reasonable expecta;on that the Company wi l l  have access  to adequate resources  to con;nue in
opera;onal  existence for the foreseeable future and therefore have adopted the going concern bas is  of prepara;on in the
financial  s tatements .
 
Other than the points  outl ined above, there are no i tems on the Balance Sheet that warrant further discuss ion outs ide of the
disclosures  made in the Interim Unaudited Financial  Statements  presented below.
 
FORWARD LOOKING STATEMENTS
 
This  announcement includes  statements  that are, or may be deemed to be, "forward-looking statements". By their nature,
forward-looking statements  involve risk and uncertainty s ince they relate to future events  and ci rcumstances. Actual
results  may, and oGen do, differ materia l ly from any forward-looking statements . Any forward-looking statements  in this
announcement reflect Ethernity's  view with respect to future events  as  at the date of this  announcement. Save as  required
by law or by the AI M Rules  for Companies , Ethernity undertakes  no obl iga;on to publ icly revise any forward-looking
statements  in this  announcement, fol lowing any change in i ts  expecta;ons or to reflect events  or ci rcumstances  aGer the
date of this  announcement.
 
By order of the Board
 
Ayala Deutsch
CFO
26 September 2024
 
 

 

Interim Unaudited Financial Statements
as at 30 June 2024

 
STATEMENT OF FINANCIAL POSITION

   US dollars
   30 June 31 December
   2024 2023 2023
   Unaudited Audited

ASSETS      
Current      
Cash and cash equivalents 580,711 136,872 1,993,808
Trade receivables 459,209 1,465,637 186,145
Inventories 411,035 890,897 535,689
Other current assets 381,144 577,290 427,875

Current assets   1,832,099 3,070,696 3,143,517
   
Non-Current   
Property and equipment 663,014 891,478 820,310
Intangible asset 4,020,730 4,982,110 4,501,420
Right-of-use asset 1,008,750 2,658,699 1,175,950
Other long term assets 107,274 34,524 35,144

Non-current assets   5,799,768 8,566,811 6,532,824
     

Total assets   7,631,867 11,637,507 9,676,341
      
LIABILITIES AND EQUITY     
Current      
Short Term Borrowings - 403,492 96,306
Trade payables 1,212,380 1,010,240 1,237,113
Liabi l i ty related to share subscription agreement - 1,510,000 -
Warrants  l iabi l i ty 1,962,859 27,215 2,841
Other current l iabi l i ties 1,186,358 1,247,660 1,607,897

Current liabilities   4,361,597 4,198,607 2,944,157
   
Non-Current   
I IA royalty l iabi l i ty 48,866 - 50,645
Lease l iabi l i ty 559,138 2,278,634 764,366

Non-current liabilities   608,004 2,278,634 815,011
     

Total liabilities   4,969,601 6,477,241 3,759,168
   
Equity
Share capital 114,562 38,500 103,417
Share premium 47,430,420 43,873,332 47,299,358
Other components  of equity 1,475,431 1,318,269 1,334,531
Accumulated defici t (46,358,147) (40,069,835) (42,820,133)

Total equity   2,662,266 5,160,266 5,917,173
      
      

Total liabilities and equity   7,631,867 11,637,507 9,676,341

 

The accompanying notes are an integral part of the interim financial statements.



The accompanying notes are an integral part of the interim financial statements.

STATEMENT OF COMPREHENSIVE LOSS
 

 

   US dollars

  
 

Six months ended
30 June

For the year
ended

31 December
   2024 2023 2023
 Note  Unaudited Audited
      

Revenue 7 582,008 1,398,871 3,777,919
Cost of sales 15,406 596,377 1,437,777
Gross profit  566,602 802,494 2,340,142
Research and development expenses 1,844,393 3,241,579 5,160,697
General  and administrative expenses 837,735 926,293 1,841,842
Marketing expenses 281,476 408,877 621,052
Other income - - (2,797)
Operating loss   (2,397,002) (3,774,255) (5,280,652)
     

Financing costs 5 (1,202,765) (163,008) (1,267,906)

Financing income 6 61,753 322,814 183,811

Loss before tax (3,538,014) (3,614,449) (6,364,747)
    
Tax expense - - -

Net comprehensive loss for the period   (3,538,014) (3,614,449) (6,364,747)
      
Basic and diluted loss per ordinary share (0.01) (0.03) (0.04)
      
Weighted average number of ordinary shares  for bas ic

and di luted loss  per share
 

 385,600,025 108,252,292 143,876,859

 

 

The accompanying notes  are an integral  part of the interim financial  s tatements .

 
STATEMENT OF CHANGES IN EQUITY

 
  

 US dollars
 

 
Number of

shares  
Share

capital  
Share

premium  

Other
components

of equity  
Accumulated

deficit  Total equity
            

            
Balance at 1 January 2024 (Audited) 376,721,091  103,417  47,299,358  1,334,531  (42,820,133)  5,917,173
Employee share-based compensation - - 140,900 - 140,900
Net proceeds a l located to the issuance of

ordinary shares 40,000,000 10,893 112,228 - - 123,121

Expenses  paid in shares  and warrants 921,152 252 18,834 - - 19,086
Net comprehensive loss  for the period - - - - (3,538,014) (3,538,014)
Balance at 30 June 2024 (Unaudited) 417,642,243  114,562  47,430,420  1,475,431  (46,358,147)  2,662,266
            
            
Balance at 1 January 2023 (Audited) 78,084,437  21,904  40,786,623  1,225,391  (36,455,386)  5,578,532
Employee share-based compensation -  -  -  56,025  -  56,025
Net proceeds a l located to the issuance of

ordinary shares 49,688,097  14,073  2,638,711  -  -  2,652,784

Shares  issued pursuant to share subscription
agreement 6,629,236  1,816  244,705  -  -  246,521

Expenses  paid in shares  and warrants 2,388,771  707  203,293  36,853  -  240,853
Net comprehensive loss  for the period -  -  -  -  (3,614,449)  (3,614,449)
Balance at 30 June 2023 (Unaudited) 136,790,541  38,500  43,873,332  1,318,269  (40,069,835)  5,160,266
            
            
Balance at 1 January 2023 (Audited) 78,084,437  21,904  40,786,623  1,225,391  (36,455,386)  5,578,532
Employee share-based compensation - - - 72,287 - 72,287
Net proceeds a l located to the issuance of

ordinary shares 127,188,097 35,441 3,530,205 - - 3,565,646

Shares  issued pursuant to share subscription
agreement 168,933,439 45,331 2,762,249 - - 2,807,580

Expenses  paid in shares  and warrants 2,515,118 741 220,281 36,853 - 257,875
Net comprehensive loss  for the year - - - - (6,364,747) (6,364,747)
Balance at 31 December 2023 (Audited) 376,721,091 103,417 47,299,358 1,334,531 (42,820,133) 5,917,173
            
 

 
The accompanying notes  are an integral  part of the interim financial  s tatements .



The accompanying notes  are an integral  part of the interim financial  s tatements .
​
​

STATEMENT OF CASH FLOWS
 US dollars

 
Six months ended

30 June
Year ended

31 December
 2024 2023 2023
 Unaudited Audited

Operating activities    
Net comprehensive loss  for the period (3,538,014) (3,614,449) (6,364,747)

Non-cash adjustments
Inventory write off - 193,537 -
Depreciation of property and equipment 158,570 67,614 138,129
Depreciation of right of use asset 167,200 157,942 315,884
Share-based compensation 140,900 56,025 72,287
Amortisation of intangible assets 480,690 480,690 961,380
Amortisation of l iabi l i ties (35,241) (140,693) (113,078)
Lease l iabi l i ty Interest 53,489 104,742 200,261
Foreign exchange losses  on cash balances 27,649 17,328 3,377
Revaluation of financial  instruments , net 1,074,518 (212,120) 818,521
Expenses  paid in shares  and options 19,086 240,853 257,875

Net changes in working capital  
Decrease (Increase) in trade receivables (273,064) (166,565) 1,112,927
Decrease (Increase) in inventories 124,654 (311,358) 237,387
Decrease (Increase) in other current assets 46,731 (233,418) (84,003)
Decrease (Increase) in other long-term assets (72,130) 1,165 545
Increase (decrease) in trade payables (24,733) 224,657 451,530
Increase (decrease) in other l iabi l i ties (427,237) 127,872 422,658
Increase (decrease) in IIA royalty l iabi l i ty (1,779) - 73,645
Net cash used in operating activities (2,078,711) (3,006,178) (1,495,422)
   
Investing activities   
Purchase of property and equipment (1,274) (148,766) (148,113)
Net cash used in investing activities (1,274) (148,766) (148,113)
  
Financing activities
Proceeds a l located to ordinary shares 133,324 2,864,790 3,756,391
Proceeds a l located to warrants 885,500 132,544 132,544
Issuance costs (10,203) (185,249) (262,444)
Proceeds from short term borrowings (138,148) 956,382 1,239,657
Repayment of short-term borrowings 41,056  (970,872) (1,543,210)
Repayment of lease l iabi l i ty (216,992) (204,266) (398,033)
Net cash provided by financing activities 694,537 2,593,329 2,924,905

 
Net change in cash and cash equivalents (1,385,448) (561,615) 1,281,370
Cash and cash equivalents , beginning of year 1,993,808 715,815 715,815
   Exchange di fferences  on cash and cash equivalents (27,649) (17,328) (3,377)
Cash and cash equivalents, end of period 580,711 136,872 1,993,808
 
 
 
Supplementary information:
Interest paid during the period 1,206 38,499 64,239
Interest received during the period 1,193 76 226

Supplementary information on non-cash activities:
Shares  issued pursuant to share subscription agreement - 246,521 1,778,468
Expenses  paid in shares  and warrants 19,086 240,853 257,875
Non-cash issuance costs - - 26,757
Update of lease l iabi l i ty - - 1,324,807

 

The accompanying notes  are an integral  part of the interim financial  s tatements .

 

 
NOTES TO THE FINANCIAL STATEMENTS

 
 
NOTE 1         -     NATURE OF OPERATIONS

 
ETH ER NI TY NETWO R KS LTD. (hereinaGer: the "Company"), was  incorporated in I srael  on the 15th of
December 2003 as  Neracore Ltd. The Company changed i ts  name to ETH ER NI TY NETWO R KS LTD. on the 10th
of August 2004.
 
The Company provides  innova;ve, comprehensive networking and securi ty solu;ons on programmable
hardware for accelera;ng telco/cloud networks  performance. Ethernity's  F P GA logic offers  complete
Carrier Ethernet Switch Router data plane process ing firmware, P O N M AC firmware and control  soGware
with a  rich set of networking features , robust securi ty, and a wide range of vi rtual  func;on accelera;ons
to op;mise telecommunica;ons networks. Ethernity's  complete solu;ons quickly adapt to customers '
changing needs, improving ;me-to-market and faci l i ta;ng the deployment of 5G, edge compu;ng, and
different NF V appl iances  including wireless  backhaul  with wireless  l ink bonding, 5G UP F, 5G C U and
vRouter offload with the current focus  on 5G emerging appl iances. The Company's  customers  are s i tuated



vRouter offload with the current focus  on 5G emerging appl iances. The Company's  customers  are s i tuated
worldwide.
 
 

NOTE 2         -     SUMMARY OF ACCOUNTING POLICIES
Basis of presentation of the financial statements and statement of compliance with IFRS

 
The interim condensed financial  s tatements  for the s ix months  ended 30 June 2024 have been prepared in
accordance with I AS 34, I nterim Financial  Repor;ng. The interim condensed financial  s tatements  do not
include al l  the informa;on and disclosures  required in the annual  financial  s tatements  in accordance
with I F RS and should be read in conjunc;on with the Company's  annual  financial  s tatements  as  at 31
D ecember 2023. The accoun;ng pol icies  appl ied in the prepara;on of the interim condensed financial
statements  are cons istent with those fol lowed in the prepara;on of the Company's  annual  financial
statements  for the year ended 31 December 2023.
 
The interim condensed financial  s tatements  for the hal f-year ended 30 June 2024 (including compara;ve
amounts) were approved and authorized for i ssue by the board of directors  on 26 September 2024.

 
NOTE 3         -      GOING CONCERN
 

The financial  s tatements  have been prepared assuming that the Company wi l l  con;nue as  a  going concern.
Under this  assump;on, an en;ty is  ordinari ly viewed as  con;nuing in bus iness  for the foreseeable future
unless  management intends or has  no real is;c a l terna;ve other than to l iquidate the en;ty or to stop
trading for at least, but not l imited to, 12 months  from the repor;ng date. This  assessment has  been made
of the Company's  prospects , cons idering a l l  avai lable informa;on about the future, which have been
included in the financial  budget, from managing working capital  and among other factors  such as  debt
repayment schedules . Considera;on has  been given inter a l ia  to the value of funds  raised during 2024 to
date, and the Company's  abi l i ty to ra ise funds  in the past. Furthermore, the Company has  made pos i;ve
commercial  progress  and is  currently execu;ng mul;ple customer projects , whi lst s imultaneously
engaging in active discuss ions  with prominent global  OEM potentia l  customers.
 
Considering the outl ined factors  above and based on experience, the directors  have an expecta;on that the
Company wi l l  have access  to adequate resources  to con;nue in opera;onal  existence for the foreseeable
future.
 
However, the success  of the Company's  plans  as  outl ined above is  not assured and thus  a  materia l
uncertainty exists  that may cast a  s ignificant doubt on the Company's  abi l i ty to con;nue as  a  going
concern and fulfil  i ts  obl iga;ons and l iabi l i;es  in the normal  course of bus iness  in the future. The
financial  s tatements  do not include any adjustments  rela;ng to recoverabi l i ty and class ifica;on of the
recorded asset amounts , and class ifica;on of l iabi l i;es  that might be necessary should the Company be
unable to continue as  a  going concern.

 
NOTE 4         -      SIGNIFICANT EVENTS
 
                              EQUITY RELATED TRANSACTIONS DURING THE ACCOUNTING PERIOD

During the 6-month period ended 30 June 2024, ordinary shares  of the Company were issued, as  fol lows:
 

Note  
Number of

ordinary shares

Shares  issued pursuant to
structured
investment
deed

[1] 40,000,000

Expenses  paid for in shares [2] 921,152
40,921,152

 
[1]    Detai ls  of the shares  issued pursuant to structured investment deed:

 
I n May 2024 the Company entered into a  structured investment deed and issued 40,000,000
shares  ("Subscrip;on Shares") and a con;ngent warrant in exchange for gross  proceeds of
£800,000 ( 1.01m).

 
The Warrant is  ini;al ly exercisable at a  price of 1 pence per share for a  period of 44 days  from
the clos ing. The exercise price is  reset on the 45th day aGer clos ing, fol lowing which i t wi l l  be
calculated as  the average (in pounds Sterl ing, rounded down to three decimal  places) of the
lowest five, dai ly Volume Weighted Average P rice ("VWAP ") of the Company's  share price on the
stock-market, during the 20 trading days  before the receipt of a  warrant exercise no;ce by the
Company, less  a  15% discount, rounded down to the nearest one tenth of a  penny.
 
The Warrant has  an 8-month exercise period and can be exercised in ful l  or in part. The amount
avai lable to be exercised under the Warrant is  £800,000, less  the value of the 40,000,000
Subscrip;on Shares , calculated by reference to the relevant exercise price, such that the
investor wi l l  be en;tled to exercise the Warrant only for an amount exceeding the difference
between the maximum amount of £800,000 (or a  lower amount outstanding at the ;me
fol lowing prior exercise of the Warrant) and the value of 40,000,000 Subscrip;on Shares  at the
relevant exercise price. The exercise price of the Warrant is  prefunded by way of the £800,000
gross  fundraise amount and, accordingly, no addi;onal  payment wi l l  be made by the investor
to the Company in connection with the exercise of the Warrant.
 
Accounting treatment:
 
As  the exercise price of the warrants  is  denominated in GBP  and not in the Company's
func;onal  currency, i t was  determined that the Company's  obl iga;on under such warrants
cannot be cons idered as  an obl iga;on to issue a fixed number of equity instruments  in
exchange for a  fixed amount of cash. Accordingly, i t was  determined that such warrants
represent a  deriva;ve financial  l iabi l i ty required to be accounted for at fa i r value through the



represent a  deriva;ve financial  l iabi l i ty required to be accounted for at fa i r value through the
profi t or loss  category.
 
Upon ini;al  recogni;on the Company al located the gross  investment amount of £800,000 (
1.01m) as  fol lows:

a.    0.9m as  a  derivative warrants  l iabi l i ty (see below for the valuation detai ls ).
b.    0.1m being the remainder of the proceeds, to share capital  and share premium.

 
The issuance expenses  of approximately 0.07m were al located to the equity components  in the
same proportion as  they were ini tia l ly recorded. These expenses  were accounted for as  fol lows:

a.      The expenses  related to the warrant component were carried to profit or loss  as  an
immediate expense.

b.     The expenses  related to the share capital  component were neRed off against the
amount carried to equity.

 
 
Ini tia l  warrant valuation:
At issuance, the structured warrant is  a  hybrid instrument containing components  which
feature in regular op;ons and other components  which are different to regular op;ons. The
valua;on method cons idered to be appropriate for such an instrument is  the Naïve approach,
which is  calculated by multiplying:

a.    the share price of the Company at such date, by
b.    the total  number of shares  that the warrant holder would have been issued i f the en;re

warrant was  exercised at such issuance date, assuming that the 1 pence per share
exercise price had already expired.

 
None of these warrants  had been exercised by 30 June 2024 and their fa i r value at such date,
us ing the method described above, of approximately 1.96m is  disclosed as  a  warrants ' l iabi l i ty
in the statement of financial  pos i;on. T he periodic change in the fa ir value is  carried to profit
or loss  under financing costs  or financing income, as  appl icable. The fa ir value of the
derivative warrant l iabi l i ty i s  categorised as  level  3 of the fa ir value hierarchy.
 
O n 12 July 2024 the Company received a warrant exercise no;ce for £395,000 and issued
98,750,000 shares  to satis fy this  exercise.

 
 

[2]    Expenses  paid for in shares
 
Mr. Yos i  Albagl i , our non-Execu;ve Chairman, contractual ly receives  a  por;on of his  annual
remunera;on in shares  of the Company. Consequently, the Company has  issued 921,152 shares
to Mr Albagl i , in sa;sfac;on of the share element of his  remunera;on for the period from 1
March 2023 to 29 February 2024 at an average issue price of 2.5p per share.
 

NOTE 5         -      FINANCING COSTS
 US dollars

 
Six months ended

30 June
Year ended

31 December
 2024 2023 2023
 Unaudited Audited

    
Bank fees  and interest 6,989 48,170 82,570
Lease l iabi l i ty financial  expenses 53,489 104,742 200,260
Revaluation of l iabi l i ty related to share subscription

agreement measured at FVTPL - - 974,980
Expenses  a l located to issuing warrants 67,769 10,096 10,096
Revaluation of warrant derivative l iabi l i ty 1,074,518 - -

Total financing costs 1,202,765 163,008 1,267,906
 
 
NOTE 6         -     FINANCING INCOME

 US dollars

 
Six months ended

30 June
Year ended

31 December
 2024 2023 2023
 Unaudited Audited

    
Revaluation of proceeds due on account of shares

(financial  asset measured at FVTPL) - 80,034 -
Revaluation of warrant derivative l iabi l i ty - 105,329 129,703
Interest received 1,193 76 226
Exchange rate di fferences, net 60,560 137,375 53,882

Total financing income 61,753 322,814 183,811
 
 
NOTE 7           -     SEGMENT REPORTING

The Company has  implemented the principles  of I F RS 8, in respect of repor;ng segmented ac;vi;es. I n
terms of IFRS 8, the management has  determined that the Company has  a  s ingle area of bus iness , being the
development and del ivery of high-end network process ing technology.
 

The Company's  revenues are divided into the fol lowing geographical  areas:
 US dollars

 Six months ended
30 June

Year ended
31 December

 2024 2023 2023
 Unaudited Audited
 



Asia - 54,700 154,700
Europe - 12,390 12,390
Israel 142,512 137,912 758,445
United States 439,496 1,193,869 2,852,384

 582,008 1,398,871 3,777,919
 
 
 

The Company's  revenues are divided into the fol lowing geographical  areas:
 %

 Six months ended
30 June

Year ended
31 December

 2024 2023 2023
 Unaudited Audited
 

Asia 0.0% 3.9% 4.1%
Europe 0.0% 0.9% 0.3%
Israel 24.5% 9.9% 20.1%
United States 75.5% 85.3% 75.5%

 100.0% 100.0% 100.0%
 
Revenue from customers  in the company's  domici le, Israel , as  wel l  as  i ts  major market, the United States
and As ia, have been identi fied on the bas is  of the customer's  geographical  locations.
 

 
 

NOTE 8           -     SUBSEQUENT EVENTS
1.    On 12 July 2024 the Company received a warrant exercise notice for £395,000 and issued 98,750,000

shares  to satis fy this  exercise - See Note 4 [1].
 
2.    I n September 2024, the Company raised gross  proceeds of £540,500 in a  private placement, by issuing

180,166,666 shares  at 0.3p per share.
 
I nvestors  wi l l  receive one warrant for every share subscribed for, exercisable at 0.75p for 18 months
from the date of grant. The warrants  are not transferable and wi l l  not be traded on a stock exchange.
The warrants  contain an accelerator clause such that the Company may serve no;ce on the warrant
holders  to exercise their warrants  in the event that the clos ing mid-market share price of the
Company's  shares  trade at 1.5p or more over a  consecu;ve five-day trading period. I n the event the
Company serves  no;ce, any warrants  remaining unexercised aGer seven calendar days  fol lowing the
issue of the notice wi l l  be cancel led.
 
David Levi , the Company's  C EO, has  confirmed his  inten;on to subscribe for an addi;onal  9,008,333
shares  (and wi l l  receive a  l ike number of warrants) which wi l l  yield gross  proceeds of a  further
£27,025.
 
The Company issued  1,666,667 new shares  to an adviser at a  price of 0.3p per share, in settlement of
amounts  owed by the Company in respect of this  private placement.
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