






BLENDER FINANCIAL TECHNOLOGIES LTD.

Consolidated Interim Financial Statements
to 30 June 2021
Unaudited




Blender Financial Technologies Ltd.
Summary of Consolidated Interim Financial Statements					       .
Table of Contents
														    Page
Report of Auditors												1
Summary of Reports on Consolidated Interim Financial Condition 				2
Summary of Consolidated Interim Profit and Loss Statements					3
Summary of Consolidated Interim Profit and Loss and Other Comprehensive Income Statements														4
Summary of Consolidated Interim Changes in Equity Statements 				5
Summary of Consolidated Interim Cashflow Statements 						6
Comments on Consolidated Interim Financial Statements					     7-19



[image: C:\Users\irotstein\Desktop\פורמטים של KPMG\KPMG לוגו 2016.png]


Somekh Chaikin
KPMG Millennium Tower 17, POB 609
Tel Aviv 6100601
03 684 8000
Review Report of the Auditors to the Shareholders of
Blender Financial Technologies Ltd.
Preface
We reviewed the attached financial information of Blender Financial Technologies Ltd. and its subsidiaries (hereinafter – Group), including the Consolidated Summary Financial Condition Report to 30 June 2021 and the Consolidated Summary Statements of Profit and Loss, Comprehensive Income, Changes in Equity and Cashflows for the six-month period ending on that date. The Board of Directors and the administration are responsible for preparing and presenting the financial information for these interim periods in accordance with International Accounting Standard IAS 34 “Financial Statements for Interim Periods”, as well as being responsible for the preparation of financial information for these interim periods pursuant to Chapter D of the Securities Regulations (Periodic and Immediate Reports), 5730-1970. Our responsibility is to give conclusions regarding financial information for these interim periods on the basis of our review.
Scope of the Review
We prepared our review in accordance with (Israeli) Review Standard 2410 of the Institute of Certified Public Accountants in Israel, “Review of Interim Financial Information Conducted by the Entity's Auditor”. A review of interim financial information is composed of clarifications, mainly with the persons responsible for financial and accounting matters, and the implementation of analytic and other review procedures. A review is much more limited in scope than an audit prepared according to the customary auditing standards in Israel, and therefore it does not permit us to achieve certainty that we are aware of all the significant matters which might have been identified in an audit. Accordingly, we are not expressing an auditing opinion.
Conclusion
Based on our review, we were not made aware of any matter leading us to believe that the above-mentioned financial information has not been prepared, from any substantial point of view, in accordance with International Auditing Standard IAS 34.
In addition to what has been stated in the previous paragraph, we were not made aware of any matter leading us to believe that the above-mentioned financial information, from any substantial point of view, is not in compliance with the disclosure provisions pursuant to Chapter D of the Securities Regulations (Periodic and Immediate Reports), 5730-1970.

Somekh Chaikin
Accountant

18 August 2021
KPMG Somekh Chaikin, partnership registered in Israel and member firm in the Global KPMG Organization, consists of independent affiliated firms of KPMG International Limited, a British private limited liability company.
Blender Financial Technologies Ltd.

Summary of Consolidated Interim Financial Condition Report				       .

    To 30 June                      To 31 December	
2021		     2020     2020		
	       Unaudited		            Audited	
			NIS thousand			
   Assets

	Current Assets
Cash and cash equivalent
Restricted cash
Other receivables
Current maturities of loans to customers
	
75,552
532
7,150
13,095
	
10,287
 80
 1,632
 9,040
	
11,084
 80
 9,517
 11,726

	Total current assets
	96,329
	21,039
	32,407

	
Non-Current Assets
Loans to customers                                           4
Fixed assets, net
Intangible assets
Right of use assets
Other long-term receivables 
	

38,068
264
2,100
511
20
	

31,139
 213
 1,293
 319
 -
	

29,376
 203
 1,447
 657
 20

	Total non-current assets
	40,963
	32,964
	31,703

	
Total Assets
	
137,292
	
54,003
	
64,110

	
Liabilities and Equity
Current Liabilities
Current maturity of loans
Suppliers and service providers
Creditors and credit balance
Liabilities for short-term leases
	


12,428
733
5,601
316
	


4,596
 854
 3,020
 110
	


14,922
 987
 5,075
 323

	Total current liabilities
	19,078
	8,580
	21,307

	
Non-Current Liabilities
Other short-term liabilities
Long-term loans
Liabilities for long-term leases
	

560
37,129
122
	

1,346
 40,634
 219
	

470
 29,405
 343

	Total non-current liabilities
	37,811
	42,199
	30,218

	
Total Liabilities
	
56,889
	
50,779
	
51,525

	
Equity
Share capital
Premium on shares
Funds
Cumulative loss
	

74
141,314
22,662
(83,639)
	

51
 45,897
 14,609
(57,333)
	

52
 66,166
 23,232
(76,861)

	Total equity attributed to controlling shareholders of the company
	80,411
	3,224
	12,589

	
Rights that do not confer control
	
(8)
	
-
	
(4)

	Total equity
	80,403
	3,224
	12,585

	
Total Liabilities and Capital
	        137,292
	            54,003
	
          64,110



									  					
	Doron Aviv				Gal Aviv				Hagi Geffen
Chairman of the Board		CEO and Board Member		Chief Financial Officer

Date of approval of Financial Statements: 18 August 2021

The comments attached to the Financial Statements constitute an integral part thereof.
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Blender Financial Technologies Ltd.

Summary of Consolidated Interim Profit and Loss Statements				       .

	For the 6-month period              For year ending on
ending on 30 June	                   31 December
2021		        2020                        2020  	
(unaudited) (unaudited)                (audited)	
			NIS thousand			
   Revenues
	Fees from credit activity
Interest revenue from loans to customers
Other revenue
	6,748
1,859
-
	5,201
1,906
7
	10,588
4,159
-

	Total revenue, gross
	8,607
	7,114
	14,747

	Expenses for credit losses
Interest expenses connected with loan activity (*)
	(303)
(1,749)
	(1,119)
(1,419)
	(1,191)
(3,599)

	Total revenue, net
	6,555
	4,576
	9,957

	
Costs and Expenses

	
	
	

	Service costs
R&D expenses
Sales and marketing expenses
Administration expenses and miscellaneous (*)
	3,069
762
3,248
6,336
	2,409
734
2,124
3,728
	5,373
8,726
5,020
14,548

	
Total operational expenses
	
13,415
	
8,995
	
33,667

	
Operational loss
	
6,860
	
4,419
	
23,710

	
Financing expenses
Financing revenue
	
57
(64)
	
237
-
	
347
-

	Financing (expenses) revenue, net
	(7)
	237
	347

	
Pre-tax loss on revenue
	
6,853
	
4,656
	
24,057

	
Tax (revenue) expenses on revenue
	
(71)
	
1
	
132

	
Loss for period
	
6,782
	
4,657
	
24,189

	
Net loss attributed to holders of rights that do not confer control
	

4
	

1
	

5

	
Net loss attributed to shareholders of the company
	
6,778
	
4,656
	
24,184

	
Net loss
	
6,782
	
4,657
	
24,189

	
Net loss per share attributed to shareholders of the company
	

	
	

	
Basic diluted loss per share (in NIS)
	
0.97
	
0.92
	
4.78

	
(*) Nonmaterial adjustments, see Comment 1C.
	
	
	



The comments attached to the Financial Statements constitute an integral part thereof.
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Blender Financial Technologies Ltd.

Summary of Consolidated Interim Profit and Loss including Other Comprehensive Income Statements  .

	For the 6-month period             For year ending on
ending on 30 June	                31 December
2021		     2020                2020		
(unaudited) (unaudited)            (audited)	
			NIS thousand			

	Net Loss
	6,782
	4,657
	24,189

	
Total other profit (loss) items after being recognized for the first time in total profit which have been transferred or are to be transferred to profit and loss

Translation fund of foreign activity
	





(54)
	





17
	





996

	
Total other profit (loss) for the year after being recognized for the first time in total profit which has been transferred or is to be transferred to profit and loss, net of tax
	



(54)
	



17
	



996

	
Total comprehensive loss
	
6,836
	
4,640
	
23,193

	
Total comprehensive loss attributed to:
Owners of the company
Rights not conferring control
	

6,832
4
	

4,639
1
	

23,188
5

	Total comprehensive profit for period
	6,836
	4,640
	23,193












The comments attached to the Financial Statements constitute an integral part thereof.
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Blender Financial Technologies Ltd.

Summary of Consolidated Reports on Changes in Capital						       .
	
	Ordinary Shares
	Premium
	Translation Fund
	Capital Fund
	Cumulative Loss
	Total Equity Attributed to Shareholders
	Rights not Conferring Control
	Total Capital

	
	NIS thousand
	NIS thousand
	NIS thousand
	NIS thousand
	NIS thousand
	NIS thousand
	NIS thousand
	NIS thousand

	For 6-month period ending on 30 June 2021 (unaudited)
	
	
	
	
	
	
	
	

	Balance to 1 January 2021
	52
	66,166
	526
	22,706
	(76,861)
	12,589
	(4)
	12,585

	
Issue of shares and warrants to the public
Warrant to share conversion
SAFE device conversion
Share-based payment
Total loss
	

17

2
3
-
-
	

87,590

1,181
(13,623)
-
-
	

-

-
-
-
(54)
	

16

(944)
-
412
-
	

-

-
-
-
(6,778)
	

87,623

239
(13,620)
412
(6,832)
	

-

-
-
-
(4)
	

87,623

239
(13,620)
412
(6,836)

	
	
	
	
	
	
	
	
	

	Balance to 30 June 2021
	74
	141,314
	472
	22,190
	(83,639)
	80,411
	(8)
	80,403

	
	
	
	
	
	
	
	
	

	For the 6-month period ending on 30 June 2021 (unaudited)
	
	
	
	
	
	
	
	

	Balance to 1 January 2020
	50
	43,673
	(470)
	15,002
	(52,677)
	5,578
	1
	5,579

	
Share issuance
Share-based payment
Total loss
	
1
-
-
	
2,224
-
-
	
-
-
17
	
-
60
-
	
-
-
(4,656)
	
2,225
60
(4,639)
	
-
-
(1)
	
2,225
60
(4,640)

	
	
	
	
	
	
	
	
	

	Balance to 30 January 2020
	51
	45,897
	(453)
	15,062
	(57,333)
	3,224
	-
	3,224

	


	
	
	
	
	
	
	
	

	For the 1-year period ending on 31 December 2020 (audited)
	
	
	
	
	
	
	
	

	Balance to 1 January 2020
	50
	43,673
	(470)
	15,002
	(52,677)
	5,578
	1
	5,579

	
	
	
	
	
	
	
	
	

	Share issuance
SAFE device issue
Share-based payment
Total loss
	2
-
-
-
	8,870
13,623
-
-
	-
-
-
996
	(6,646)
-
14,350
-
	-
-
-
(24,184)
	2,226
13,623
14,350
(23,188)
	-

-
(5)
	2,226
13,623
 14,350
(23,193)

	
	
	
	
	
	
	
	
	

	Balance to 31 December 2020
	52
	66,166
	526
	22,706
	(76,861)
	12,589
	(4)
	12,585

	
	
	
	
	
	
	
	
	








The comments attached to the Financial Statements constitute an integral part thereof.
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Blender Financial Technologies Ltd.

Summary of Consolidated Interim Cashflow Statements 						         .

	For the 6-month period              For year ending on
ending on 30 June	                 31 December
2021		     2020                2020		
(unaudited) (unaudited)             (audited)	
			NIS thousand			
	Cashflow from Current Activity
	
	
	

	Net loss
	(6,782)
	(4,657)
	(24,189)

	
	
	
	

	Adjustments required in order to present cashflows derived from (used for) current activity:
	
	
	

	Depreciation and amortization (*)
Amortization of other property
Share-based payment
	174
311
412
	227
532
60
	476
582
14,350

	Changes in assets and liabilities:
	
	
	

	Decrease (increase) in advance expenses and other current assets
Increase in loans to customers
Increase in accounts payable and deferred revenues
Increase in loans for payment
Increase (decrease) to suppliers
	
2,367
(10,937)
586
6,126
(246)
	
327
(3,492)
 553
 7,211
(18)
	
(2,359)
(4,163)
 1,836
 6,451
 332

	
	
	
	

	Net cash accumulated from (used for) current activity
	(7,989)
	743
	(6,684)

	
	
	
	

	Cashflow from investment activity
	
	
	

	Purchase of fixed assets
Increase in restricted cash
Increase in intangible assets
	(95)
(452)
(963)
	(67)
-
(443)
	(91)
-
(647)

	
	
	
	

	Net cash used for investment activity
	(1,510)
	(510)
	(738)

	
	
	
	

	Cashflow from financing activity
	
	
	

	Consideration from share and warrant issuance, net
Repayment of commitment fund for leasing (*)
Consideration for SAFE recruitment
Loan from banking institutions
Repayment of loan from banking institutions
	74,240
(224)
-
-
(6)
	2,225
(200)
-
 320
-
	2,227
(414)
8,623
 320
-

	Net cash derived from financing activity
	74,010
	2,345
	10,756

	
	
	
	

	Impact of translation differentials in cash and cash equivalent
	(43)
	24
	65

	
	
	
	

	Net increase in cash and cash equivalent
	64,468
	2,602
	3,399

	
	
	
	

	Balance of cash and cash equivalent to start of period
	11,084
	7,685
	7,685

	
	
	
	

	Balance of cash and cash equivalent to end of period
	75,552
	10,287
	11,084

	
	
	
	

	Additional information:
	
	
	

	Interest receipts
	1,917
	1,730
	3,939

	Interest payments
	2,010
	1,693
	3,845

	Tax payments
	171
	43
	86



(*) Reclassified	
												6
Blender Financial Technologies Ltd.
Comments on Summary of Consolidated Financial Statements					        .			
Comment 1 – General
A.	The Reported Entity
Blender Financial Technologies Ltd. (hereinafter: “Company”) is a company resident in Israel which was incorporated in Israel and whose registered address is 7 Jabotinsky Ramat Gan, Israel. The consolidated financial statements of the group to 30 June 2021 include those of the Company and of its subsidiaries (below jointly: “Group”). The Group deals in the field of financial technologies (“FinTech”), including the development and operation of credit and savings management systems, in Israel and abroad. The Company develops and implements a unique technological system based on tools, ideas and methodologies from the field of big data, data mining, machine learning and behavioral psychology, including technological components for the prevention of fraud. Together, all of these form a complex making it possible to operate in digital worlds efficiently and make a rapid, custom underwriting decision for the customer while establishing a suitable interest rate which reflects the customer’s credit failure risk. The system is based on a combination of operating methods and algorithmic-based systems developed by the Company over the years. On the basis of this knowhow and experience, the Group is able to offer more precise credit with a more efficient adjustment between risk and opportunity. In this way, the Group is able to offer its customers credit and savings products by digital processes with no physical contact, together with careful risk management for the prevention of fraud. This technology has been constructed in a way which permits calibration, adjustment and operation of the system in the shortest time for the purpose of implementation in new geographies.
The Company has two sectors of activity: digital banking, which at first was aimed at supplying consumer credit to households, credit for buying cars, digital credit at points of sale, etc., and later to additional consumers by way of receiving a specialized banking license in Europe, if and when the license is received. This activity is being executed presently in Lithuania and Latvia and is intended to be executed in the countries included in the European Economic Area, particularly in the countries of Central Europe; in addition, credit brokerage using the P2P model, an activity which is progressing mainly in Israel.
On 22 January 2021, the Company completed the first public offering, in the framework of which it issued 1,648,600 ordinary shares, 824,300 Series 1 warrants and 824,300 Series 2 warrants, in consideration for NIS 80,501 thousand (before issue expenses of about NIS 5,271 thousand). Each warrant will be exercisable for one ordinary share in consideration for an exercise price in cash to the Company of NIS 54.23 for Series 1 warrants and NIS 61.55 for Series 2 warrants, respectively.  The exercise price is not linked to any index or currency whatsoever. Following the completion of the issue, the securities of the Company began to be traded on the Tel Aviv Stock Exchange. In addition, as a result of the issue, the SAFE agreements existing just prior to the issue were converted to a total of 324,469 ordinary shares. The total ordinary share capital after the first issue to the public and after the conversion of the SAFE agreements is 7,354,456 ordinary shares.
7
Blender Financial Technologies Ltd.
Comments on Summary of Consolidated Financial Statements					        .			
Comment 1 – General (cont.)
B.	Material Events during the Report Period
Impact of the Spread of Covid-19
Following the outbreak of Covid-19 in China in December 2020 and its spread to many additional countries, a decline began in the scope of economic activity in many regions of the world. The spread of the virus, inter alia, disrupted supply chains, caused a reduction in the scope of world travel, traffic and employment limitations declared in many countries in the world as well as a decline in the value of financial assets and goods in markets both in Israel and throughout the world.
In the wake of the crisis, and as a means of taking extra precautions and risk management, the Group immediately changed the underwriting mechanisms developed according to the impact of the crisis in the markets where it was operating.
In addition, the Group immediately adapted its modus operandi, inter alia by means of an increase in remote work by its employees, a temporary reduction in worker salaries, spreading out payments to suppliers and a significant reduction in other expenses. In addition, the Group executed active business activities with regard to its customer base; among other things, it initiated contacts with customers with a high rating who had been automatically rejected by financial institutions which had significantly hardened the credit system during this period, an expansion of the scope of credit to customers with a high rating, an adjustment of the mix of marketing channels, etc. The Group identified the environmental change in markets where it was active and the changing needs of its customers, and since its activity is carried out primarily in digital space, operational continuity was maintained smoothly. The customers were chosen more cautiously and the underwriting requirements were hardened, so that the percentage of these loans out of the total credit portfolio remained substantially unchanged in comparison with the pre-crisis period. 
The central European market where the Group is active is the Lithuanian market.
In assessing the impact of the pandemic, the Company identified that as a result of the actions mentioned above, the credit portfolio was slightly affected, and as a group with a small- to medium-size portfolio, granted mainly to customers with a high rating, dealing in consumer credit at relatively low amounts, the Group believes that the future impact of the pandemic on the provision for credit losses will not be significant.
It should be pointed out that during the report period and afterward, the credit portfolio of the Group’s customers grew, and the rate of provision for credit losses remained stable. The Group constantly adjusts the underwriting system as a direct result of the restrictions imposed on the public in Israel and abroad. As a result of these and other adjustments, the Group has succeeded in maintaining relative stability in the credit portfolios and in the failure rate of its customers. Therefore, the Company does not expect that the provision model for credit losses and expenses for credit losses will be significantly affected.
8

Blender Financial Technologies Ltd.
Comments on Summary of Consolidated Financial Statements					        .			
Comment 1 – General (cont.)
B.	Material Events during the Reporting Period (cont.)
Establishment of Activity in Poland:
In order to deepen the activity of the Group in Europe, on 16 April 2021 the Company established Blender Poland Sp. Z.o.o (hereinafter: “Blender Poland”), a subsidiary incorporated in Poland under Polish law, which will deal in providing credit on the basis of the existing technological platform of the Group. Blender Poland hired a local manager to establish and manage activity, and in the near future it intends to recruit additional employees.
On 18 August 2021, Blender Poland received a notice regarding approval for the provision of consumer credit in Poland. The approval was given by the Financial Supervisory Commission in Poland and was recorded in the registry of loan providers in Poland (Registration Number RIP000557).
Update and Increase of the Existing Institutional European Credit Line:
On 14 June 2019, the subsidiary in Lithuania, UAB Blender Lithuania, signed a contract with two European investment funds incorporated under one group (hereinafter: “Institutional 2”) for the creation of an additional credit line of 5 million euros to the Company’s customers in Lithuania. The subsidiary in Lithuania will pay Intuitional 2 annual interest of 7.5% which will be paid monthly. The amount of the monthly principal repayment for the balance of the unpaid principal will be fixed according to the cashflow to be received from loan agreements on the Blender Lithuania platform on a certain month.
On 30 March 2021, this agreement was updated. In the framework of the update, the credit line framework was expanded to the sum of 10 million euros under the same conditions, the body of the loan was changed from UAB Blender Lithuania to UAB Blender Lithuania F1, a fully-owned subsidiary of the Lithuanian company, and the date of commencement of the repayment of the principal was postponed by one year, and at present, the date of commencement of the repayment of the principal is 1 April 2022.
As of the date of the financial statements, 2 million euros have been withdrawn from the amount of the additional credit.
C.	Non-Substantial Adjustment of a Result Item during the Report Period
During the external comparison period, interest expenses were recategorized by the Company from administrative and general expenses to interest expenses connected with loan activity. The Company examined the substance of the category regarding the relevant report period and reached the conclusion that it was not enough to influence the economic decision-making process and/or an analysis of the above-mentioned financial statements by the users in the financial statements. Despite this, the Company corrected this categorization with the aim of preserving consistency in the format of the presentation in future.
9

Blender Financial Technologies Ltd.
Comments on Summary of Consolidated Financial Statements					        .			
Comment 2 – Principles of the Accounting Policy
Declaration on Compliance with International Financial Report Standards
The Summary of the Consolidated Financial Statements has been prepared in accordance with IAS 34, Interim Financial Statement, and does not include all the information required in full annual financial statements. It should be read together with the financial statements to the day and year ending on 31 December 2020 (hereinafter: “Annual Statements”). In addition, these statements have been prepared in accordance with the provisions of Chapter D of the Securities Regulations (Periodic and Immediate Reports), 5730-1970.
The Summary of the Consolidated Financial Statements was approved for publication by the Board of Directors of the Group on 18 August 2021.

Comment 3 – Sectors of Activity
The basis for the division of the sectors and the measurement basis of the sector profit and loss is identical to that shown in Comment 4 regarding sectors of activity in the annual financial statements.
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Blender Financial Technologies Ltd.
Comments on Summary of Consolidated Financial Statements					        .			
Comment 3 – Sectors of Activity (cont.)
A.	Information on Reportable Sectors 
Information on reportable sectors of activity are shown in the following table.
For the 6 months ending on 31 June 2021 (unaudited):
	
	Credit Brokerage
	Digital Banking
	Adjustments
	Total

	
	NIS thousand
	NIS thousand
	NIS thousand
	NIS thousand

	Revenues

	
	
	
	

	Fees from credit activity
Interest income from loans to customers
	5,411
8,916
	1,337
1,859
	-
(8,916)
	6,748
1,859

	Total revenues, gross
	14,327
	3,196
	(8,916)
	8,607

	
	
	
	
	

	Expenses of interest to investors
	(8,916)
	(1,749)
	8,916
	(1,749)

	
	
	
	
	

	Total revenue, net
	5,411
	1,447
	-
	6,858

	
Total sector profit (loss)
	
(1,063)
	
(670)
	
-
	
(1,733)

	
	
	
	
	

	R&D expenses
Administrative, general and other expenses
	-
-
	-
-
	-
-
	(762)
(4,365)

	
Total operational loss
	
(1,063)
	
(670)
	
(5,127)
	
(6,860)

	
	
	
	
	

	Sector assets and liabilities
	
	
	
	

	Loan portfolio balance, net
Balance in lender accounts
Liability balance for lenders
	343,727
20,420
(364,461)
	51,163
1,363
(49,557)
	(343,727)
(20,420)
364,147
	51,163
1,363
(49,871)
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Blender Financial Technologies Ltd.
Comments on Summary of Consolidated Financial Statements					        .			
Comment 3 – Sectors of Activity (cont.)
A.	Information on Reportable Sectors (cont.)
For the 6 months ending on 30 June 2020 (unaudited):
	
	Credit Brokerage
	Digital Banking
	Adjustments
	Total

	
	NIS thousand
	NIS thousand
	NIS thousand
	NIS thousand

	Revenues

	
	
	
	

	Fees from credit activity
Interest income from loans to customers
Other revenues
	4,426
8,358
7
	775
1,906
-
	-
(8,358)
-
	5,201
1,906
7

	Total revenues, gross
	12,791
	2,681
	(8,358)
	7,114

	
	
	
	
	

	Expenses of interest to investors (*)
	(8,358)
	(1,419)
	8,358
	(1,419)

	
	
	
	
	

	Total revenue, net (*)
	4,443
	1,262
	-
	5,695

	
Total sector profit (loss)
	
122
	
(1505)
	
-
	
(1,383)

	
	
	
	
	

	R&D expenses
Administrative, general and other expenses
	-
-
	-
-
	-
-
	(734)
(2,302)

	
Total operational profit/(loss)
	
122
	
1,505)
	
(3,036)
	
(4,419)

	
	
	
	
	

	Sector assets and liabilities
	
	
	
	

	Loan portfolio balance, net
Available balance for loan giving
Liability balance for lenders
	261,214
22,351
(283,886)
	40,179
6,722
(45,230)
	(261,214)
(22,351)
284,206
	40,179
6,722
(45,550)



(*) Non-material adjustments, see Comment 1C.
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Blender Financial Technologies Ltd.
Comments on Summary of Consolidated Financial Statements					        .			
Comment 3 – Sectors of Activity (cont.)
A.	Information on Reportable Sectors (cont.)
For the year ending on 31 December 2020 (audited):
	
	Credit Brokerage
	Digital Banking
	Adjustments
	Total

	
	NIS thousand
	NIS thousand
	NIS thousand
	NIS thousand

	Revenues

	
	
	
	

	Fees from credit activity
Interest income from loans to customers
Inter-sector revenues
	9,559
 17,493
 -
	1,029
 4,159
 50
	-
(17,493)
(50)
	10,588
 4,159
 -

	Total revenues, gross
	27,052
	5,238
	(17,543)
	14,747

	
	
	
	
	

	Expenses of interest to investors (*)
	(17,493)
	(3,599)
	17,493
	(3,599)

	
	
	
	
	

	Total revenue, net (*)
	9,559
	1,639
	(50)
	11,148

	
Total sector profit (loss)
	
(978)
	
(1,730)
	
50
	
(2,658)

	
	
	
	
	

	R&D expenses
Administrative, general and other expenses
	-
-
	-
-
	-
-
	(8,726)
(12,326)

	
Total operational profit/(loss)
	
(978)
	
(1,730)
	
(21,002)
	
(23,710)

	
	
	
	
	

	Sector assets and liabilities
	
	
	
	

	Loan portfolio balance, net
Available balance for loan giving
Liability balance for lenders
	315,794
 45,382
(361,496)
	41,102
 4,908
(44,327)
	(315,794)
(45,382)
 361,176
	41,102
 4,908
(44,647)



(*) Non-material adjustments, see Comment 1C.
Other general joint expenses, including mainly R&D, expenses derived form the headquarters assets of the Group as well as expenses for benefits to employees in accordance with the internal reports which were reviewed by the chief operational decision-maker, are not allocated inter-sector.
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Blender Financial Technologies Ltd.
Comments on Summary of Consolidated Financial Statements					        .		
Comment 3 – Sectors of Activity (cont.)
A.	Information on Reportable Sectors (cont.)
Information on the basis of geographical areas
	For the 6-month period           For year ending on
ending on 30 June	                31 December
2021		      2020                2020	
(unaudited) (unaudited)           (audited)	
			NIS thousand			
	Net External Revenue 

	
	
	

	Israel
Lithuania and Latvia
Other
	5,386
1,446
26
	4,394
1,262
39
	9,502
1,589
57

	
	
	
	

	Consolidated
	6,858
	5,695
	11,148



Net revenue in the activity sector comment is shown net of interest expenses and before allocation for credit losses.

Comment 4 – Loans to Customers
Loans given by the Group are concentrated in the digital banking sector, the activity of which at present is concentrated in Lithuania and in Latvia, and therefor the loan activity shown above is of the Group’s customers in these countries.
A.	Below is the composition:
	
	Average interest rate
	30 June 2021
	30 June 2020
	31 December 2020

	
	
	(unaudited)
	(unaudited)
	Audited

	
	%
	NIS thousand
	NIS thousand
	NIS thousand

	
Loans
	
	
	
	

	Euro at fixed interest
	7.9%-9.0%
	52,967
	42,582
	42,635

	
	
	
	
	

	Provision for doubtful debts (see B below)
	
	(1,804)
	(2,403)
	(1,533)

	
	
	
	
	

	Less – current loan maturities
	
	(13,095)
	(9,040)
	(11,726)

	
	
	
	
	

	
	
	38,068
	31,139
	29,376



All loans given by the Company are measured at reduced cost
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Comment 4 – Loans to Customers (cont.)
B.	Below is the movement in provision for doubtful debts:
	
	NIS thousand

	Balance to 1 January 2020
	1,284


	Change in provision during the period
	1,119

	Striking out of lost debts
	-

	
	

	Balance to 30 June 2020
	2,403

	
	
NIS thousand

	Balance to 1 January 2021

Change in provision during the period
Striking out of lost debts
	1,533

271
-

	
Balance to 30 June 2021
	
1,804



C.	The Company is making use of a provision matrix based on the contract failure rates and recovery rate (rate of repayment of each loan) in order to measure the contractual credit losses. 
	The calculation of the failure rate is based on the present condition of the borrower, weighing the probabilities of the loan for various failure incidents. The failure rates have been calculated separately for exposure to credit risk in various segments in a distribution based, inter alia, on the following credit risk characteristics – aging of the debt and period of arrears, length of connection with the customer, etc.
	The failure rates are based on actual credit losses, on the basis of the information accumulated in recent years. These rates have been adjusted in order to reflect the difference between the economic conditions during the period in which past experience was accumulated and the economic conditions today as well as the expectations of the Company regarding the anticipated economic conditions over the remaining life of the debt assets and the expectations of the Company regarding the quality of the loans of each type.



15

Blender Financial Technologies Ltd.
Comments on Summary of Consolidated Financial Statements					        .		
Comment 4 – Loans to Customers (cont.)
C.	(cont.)
Below is information about the exposure to credit risk and contractual credit losses regarding the loans:
To 30 June 2021
	
	Provision rate
	Gross value in books
	Provision for reduction of value
	Damaged asset due to credit risk

	
	(unaudited)
	(unaudited)
	(unaudited)
	

	
	%
	NIS thousand
	NIS thousand
	

	
Not in arrears and in arrears up to 30 days
Arrears between 30 and 90 days and not in credit failure
Loans in credit failure
	
1.1%

12.6%

70.1%
	
50,739

539

1,689
	
551

68

1,185
	
No

No

Yes

	
Total
	
3.4%
	
52,967
	
1,804
	

	
	
	
	
	



To 30 June 2020
	
	Provision rate
	Gross value in books
	Provision for reduction of value
	Damaged asset due to credit risk

	
	(unaudited)
	(unaudited)
	(unaudited)
	

	
	%
	NIS thousand
	NIS thousand
	

	
Not in arrears and in arrears up to 30 days
Arrears between 30 and 90 days and not in credit failure
Loans in credit failure
	
0.8%

30.2%

78.7%
	
39,365

903

2,314
	
308

273

1,822
	
No

No

Yes

	
Total
	
5.6%
	
42,582
	
2,403
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Comment 4 – Loans to Customers (cont.)
C.	(cont.)
To 31 December 2020
	
	Provision rate
	Gross value in books
	Provision for reduction of value
	Damaged asset due to credit risk

	
	(unaudited)
	(unaudited)
	(unaudited)
	

	
	%
	NIS thousand
	NIS thousand
	

	
Not in arrears and in arrears up to 30 days
Arrears between 30-90 days not in credit failure
Loans in credit failure
	
1.2%

13.5%

67.8%
	
40,644

564

1,427
	
507

71

955
	
No

No

Yes

	
Total
	
3.6%
	
42,635
	
1,533
	

	
	
	
	
	



Below is the movement of the provision for reduction in value of the loan:
With regard to these loans, the analysis includes a distinction between:
1. Assets for which contractual credit losses were examined for 12 months for healthy loans, including loans which were not in arrears and those which were in arrears up to 30 days.
2. Assets for which contractual credit losses were examined over the entire life of the device due to a significant rise in the credit risk for healthy loans, including loans in arrears for between 30 and 90 days.
3. Assets for which contractual credit losses were examined for the entire life of the device – due to their being damaged assets for loans in arrears for more than 90 days. 
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Comment 4 – Loans to Customers (cont.)
C.	(cont.)
	
	Contractual credit losses for 12 months
	Contractual credit losses for the entire life of the device
	Contractual credit losses for the entire life of the device – damaged assets due to credit risk
	Total

	
	(unaudited)
	(unaudited)
	(unaudited)
	

	
	NIS thousand
	NIS thousand
	NIS thousand
	NIS thousand

	
Balance to 1 January 2021

Changes due to remeasurement of provision for contractual credit losses, including changes resulting from currency differentials
Transfer of measurement of contractual credit losses for the entire life of the device, including remeasurement 
Transfer to measurement of contractual credit losses for the entire lifetime of the device – damaged assets due to credit risk, including remeasurement
Redeemed financial assets
Financial assets recognized during the period
	
237



23


(6)


(1)
(6)
61
	
229



(51)


216


(114)
(7)
-
	
818



694


-


311
(1)
-
	
1,284



666


210


196
(14)
61

	
Balance to 1 January 2021

Changes due to remeasurement of provision for contractual credit losses, including changes resulting from currency differentials
Transfer of measurement of contractual credit losses for the entire life of the device, including remeasurement 
Transfer to measurement of contractual credit losses for the entire lifetime of the device – damaged assets due to credit risk, including remeasurement
Redeemed financial assets
Financial assets recognized during the period

Balance to 30 June 2021
	
507



(99)


(5)


(2)
(31)
177

547
	
71



(27)


56


(25)
(5)
-

70
	
955



115


-


136
(19)
-

1,187
	
1,533



(11)


51


109
(55)
177

1,804
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Comment 6 – Contingent Liabilities 
Contractual Connection with Psagot Investment House Ltd. (“Psagot”)
Following what is stated in Comment 15 in the consolidated financial statements of 31 December 2020 regarding a contract with Psagot Investment House Ltd. (“Psagot”), the Company is announcing that pursuant to a deliberative arrangement reached by the parties, in May and June 2021, the parties conducted document discovery procedures and response to questionnaires.
In its decision of 23 May 2021, the court stated that the pretrial hearing in the claim of Psagot and in the monetary claim would take place on 13 October 2021. In addition, the court suggested that the parties transfer the dispute between them to a mediation procedure before an agreed mediator and asked to receive their position in regard to its proposal.
Following this, on 15 June 2021, Blender Israel and the Company submitted a request that the court order the representatives of Psagot to reply to the questionnaires sent to them prior to their forming and delivering their position regarding the proposal of the court to deliver the dispute for mediation. On 27 June 2021, Psagot filed its response to the request. No decision has been given in this application so far.



























19



image1.png




