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Overview_

Group
Profile

National Finance House (NFH) specialises in providing consumer
and corporate financing for the purchase of private, commercial and
heavy vehicles. Established in 2005 and commencing operations in
2006, NFH operates under a Financing Company license issued by
the Central Bank of Bahrain.

Capitalised at BD 7.5 million, the Group is backed by a strong
shareholding base of prominent institutional investors from the GCC
region. Since inception, NFH has built a dominant market share in the
competitive vehicle financing segment of the Kingdom of Bahrain;
and has established a reputation for the highest levels of customer
service and agility in processing loan applications.

NFH has established a wholly-owned subsidiary, National Finance
House Auto Mall W.L.L,, for the purpose of sale and trade of motor
vehicles. NFH Auto Mall provides a one-stop shopping experience
for the selection, financing, registration and insurance of new
and used vehicles, all in one convenient location.

SHAREHOLDERS
. Kingdom of Bahrain . Kingdom of . Sultanate of
- Bahrain National Saudi Arabia Oman
Holding Company Almutlag Group Oman International
- Y.K. Almoayyed & Sons Development
- EK Kanoo BS.C. & Investment Company
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OUR
VISION

O

We aspire to be

the provider-of-

choice for auto
financing
solutions.

QUR
MISSION

We are committed to establishing enduring
and mutually-beneficial relationships
with our clients,
which are distinguished by:

* Provision of innovative and flexible
auto financing solutions

e Delivery of personalised, speedy
and responsive customer service

¢ Adoption of the highest standards
of ethical behaviour

R
VALUES
AN

@

Our business activities
and relationships

with all stakeholders
are governed by the
following core values:

e Consistency
¢ Integrity

¢ Performance
e Service

¢ Innovation

e Teamwork
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Annual Report 2020 3




Overview\\—

Financial
highlights
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FIVE YEAR FINANCIAL SUMMARY
(Bahraini Dinars)

BHD millions

15.36

2020 2019 2018 2017 2016
Total Assets 57,140,033 54,644,477 56,074,839 53,118,641 51,232,814
Total Liabilities 41,783,859 39,656,817 41,557,464 38,582,879 37,299,071
Total Equity 15,356,174 14,987,660 14,517,375 14,535,762 13,933,743
Total Income 3,500,769 3,187,812 3,283,474 3,351,648 3,418,502
Profit for the Year 925,344 1,070,286 1,273,626 1,202,019 1,269,105
Share Capital 7,500,000 7,500,000 7,500,000 7,500,000 7,500,000
Dividends 450,000 - 600,000 600,000 600,000
ROAE (%) 6.1% 7.3% 8.8% 8.4% 9.4%
ROA (%) 1.6% 2.0% 2.3% 2.3% 2.5%

National Finance House
4 Annual Report 2020




Operational
Highlights

NS

DIGITAL DEVELOPMENT
Major developments to the
core system will be
implemented to enhance

our customer digital
Q experience.

E-KYC
Enrolled into the upgraded Bahrain
E-KYC project which is used to
authenticate the identities of clients
and validate their information -
before granting financial services. - D)

FAST LOAN APPROVAL

L
._7' c Fast and easy processing
B @ \nd
| L, and approval of loans.
ST
CYBER SECURITY
Benchmarking against

ISO/IEC 27032, standards for

STRONG PRESEN;:E ) the protection of privacy,
NFH continued to maintain integrity, and accessibility @
strong presence in the auto of information in cyberspace.

finance market with market

share in new vehicle financing
increasing to 20.2%

CUSTOMER DATA PROTECTION
Full adherence to Personal
Data Protection Law which

came into force on
1 August 2019.

i

CUSTOMER SERVICE

NFH AUTO MALL Strong commitment to providing
Launched in 2019, the Mall best possible customer experience
provides a convenient one-stop shop and ensure that consumers and
for the selection, businesses receive the right level
financing, registration and of support over the course
insurance of vehicles. of the pandemic.

National Finance House
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RBoard of Directors

Talal Fuad Kanoo

Mohammed Farouk

Almoayyed

Redha Abdulla
Ali Faraj

Sameer Ebrahim
Al Wazzan

Members of the Board of Directors of NFH are prominent
local and regional businessmen with a diverse combination

of skills, experience and expertise.

Redha Abdulla Ali Faraj

Board Member (Non-Executive)
Member of Audit, Compliance & Risk Committee
Appointed to the Board in 2018

Talal Fuad Kanoo Mohammed Farouk Almoayyed

Deputy Chairman (Executive)
Chairman of Executive Committee
Appointed to the Board in 2006

Chairman (Executive)
Chairman of Nomination &
Remuneration Committee

Appointed to the Board in 2006
Member of

» Shura Council, Bahrain
» Minors Estate Guardianship Council, Bahrain

Chairman
Managing Director & Chairman of the Almoayyed International Group, Bahrain
Executive Committee

» Ebrahim Khalil Kanoo Group, Member of Board of Directors

Bahrain

Member of Board of Directors
» Supreme Council for Youth &
Sports, Bahrain
» Bahrain National Holding
Company, Bahrain
» INJAZ, Bahrain

Experience
» Over 22 years of experience in the
automotive industry.

National Finance House
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» Y.K. Almoayyed & Sons Group,
Bahrain

» Almoayyed Contracting Group,
Bahrain

» The Bahrain Chamber of Commerce
& Industry, Bahrain

» Bahrain Maritime and Mercantile
International (BMMI), Bahrain

» Banader Hotels Company BSC,
Bahrain

» Lanterns Lounge WLL, Bahrain

» Mirai Restaurant WLL, Bahrain

» Global Sourcing and Supply Holding
(GSS) SPC, Bahrain

» Bayader Company for Restaurant
Management SPC, Bahrain

» INJAZ, Bahrain

Experience

» Over 15 years of experience in
the field of financing, automobile,
information technology solutions.

Member of the Board of Directors and
Chairman of Audit, Risk & Compliance
Committee
» Bahrain National Holding Company BSC,
Bahrain
» Bahrain National Insurance Company BSC (c),
Bahrain
» Bahrain National Life Assurance Company
BSC (c¢), Bahrain
» Bahrain Maritime and Mercantile
International (BMMI), Bahrain
» Y.K. Almoayyed & Sons Group, Bahrain
» Almoayyed International Group, Bahrain
» Almoayyed Contracting Group, Bahrain
» National Concrete Company, Bahrain
» Banader Hotels Company BSC, Bahrain

Founder
» Al Faraj Consulting Company WLL, Bahrain
» Al Faraj Horizon Developments Company
WLL, Bahrain

Experience
» 60 years of experience in public and private
sector, and has own consulting business for
the past 20 years.




Robert Pancras

Sameer Ebrahim Al Wazzan

Board Member (Executive)
Member of Executive Committee
Appointed to the Board in 2014

Chief Executive Officer
» Bahrain National Holding
Company, Bahrain

Board Vice Chairman, Chairman of
NRCG Committee, Member of Risk
Management Committee, Member of
Executive Committee
» Arabian Shield Cooperative
Insurance Company, KSA

Board Chairman & Chairman of
NRCG Committee
» United Insurance Company,
Bahrain

Member of the Board of Directors
» Al Kindi Specialised Hospital,
Bahrain

Experience
» Over 50 years of experience
including 38 years in the insurance
sector.

Robert Pancras

Board Member (Executive)
Member of Executive Committee
Appointed to the Board in 2018

Chief Executive Officer
» National Finance Co. SAOG,
Sultanate of Oman

Experience
» Over 30 years of experience in the
finance and banking sector.

Mohammed Abdullah

Alwabil

Mohammed Abdullah Alwabil

Board Member (Non-Executive)
Appointed to the Board in 2019

Member of Board of Directors
» Almutlag Group Company, KSA
» Almutlag Real Estate Investment
Company, KSA

Member of Audit Committee
» The Middle East Battery Company, KSA
» Alkhorayef Water and Power
Technologies Company, KSA

Experience
» Over 30 years of experience in the
field of investment, banking and
auditing.

Khalid Shaheen Sager Shaheen

Board Member (Independent)

Vice Chairman of Executive Committee
Vice Chairman of Audit, Compliance &
Risk Committee

Vice Chairman Member of Nomination &
Remuneration Committee

Appointed to the Board in 201

Member of Board of Directors, Member
of Audit Committee
» BFC Group Holdings, Bahrain

Member of Board of Directors,
Member of the Risk Committee
» Bank Al-Khair B.S.C. (Closed), Bahrain

Member of Board of Directors
» Ebrahim Khalil Kanoo Group, Bahrain
» Dar Al-Osool , Kingdom of Saudi
Arabia

Khalid Shaheen
Sager Shaheen

Kalyan Sunderam

Member of the Board and Chairman
of the Audit Committee

» Gulf Medical & Diabetes Center,
Bahrain

Vice Chairman
» Taz’'ur Company BSC

Member of the Disciplinary Board
» Bahrain Bourse, Bahrain

Member of the Advisory Board
» Bahrain Association of Banks
(BAB), Bahrain

Fellow
» Institute of Directors, UK

Member
» National Association of Corporate
Directors, USA

Experience
» Over 30 years of extensive banking
experience.

Kalyan Sunderam

MBA, CFA, PRM, ACIB

Board Member (Independent)
Chairman of Audit, Compliance & Risk
Committee Member of Nomination &
Remuneration Committee Appointed to
the Board in 2012

Managing Director
» Kronin Management Consultants W.L.L.
Bahrain

Executive Director
» CFA Society, Bahrain

Member of Education Committee
» Professional Risk Managers’
International Association, USA

Experience
» Over 40 years of progressive banking
experience in the banking sector and
has own business for the past 5 years.

National Finance House
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Busingss
Review

Chairman’s
Statement

TALAL FUAD KANOO
Chairman of the Board

On behalf of the Board of
Directors, it is my privilege
to present the annual
report and the consolidated
financial statements of
National Finance House
(NFH) for the year ended
31 December 2020. | am
pleased to report that the
Group continued to post
positive financial results
despite the unprecedented
challenges brought on by
COVID-19.

National Finance House
Annual Report 2020

A

Throughout the COVID-19 global
pandemic, our top priority was to
protect the health and safety of our
people, customers and partners by
adhering to social distancing measures
and through remote working, when
and wherever possible. We also

took significant steps to protect the
financial health of the business by
implementing measures introduced

by the Central Bank of Bahrain (CBB)
and the Government, which included
payment deferrals to preserve liquidity
and ensure sustainable growth of

the business despite the challenges
brought about by the COVID-19 crisis
as well as the Government’s financial
support in the form of wage and salary
payments and the waiver of electricity,
water, and municipality charges.

In 2020, the collaboration between the
financial sector and regulators along
with the Government of Bahrain played
an important role in minimizing the
economic impact of the pandemic.

The CBB announced a six-month
moratorium to all eligible customers
commencing from the first of March
2020 in which then it was extended

till the end of 2020. Most recently,

the targeted loan moratorium and
repayment flexibility have been further
extended in 2021 for borrowers who
continue to be financially affected by
the pandemic.

Our results for the financial year
ended 31 December 2020 reflect the
adverse impact of the pandemic on
the auto industry and the weakening
consumer demand for automobiles. In
2020, sales of new vehicles in Bahrain
dropped by 13 per cent resulting in

a decrease in loan disbursements by
NFH to BHD 14.8 million compared to
BHD 18.6 million in 2019. At the end of
the year, the total loan book declined by
2 per cent to BHD 49.75 million compared
to BHD 50.74 million in 2019, while
shareholders’ equity increased by

2 per cent from BHD 14.99 million in
2019 to BHD 15.36 million in 2020.




Business Review

<

The Group’s inclination
towards digitalization will
be crucial to enhance our
customer experience and

ensure competitiveness in the
market. The Group is currently
upgrading its core banking
system and diversifying its
digital channels

Despite this, the Group’s market

share in financing newly registered
vehicles increased to 20.2 per cent as
compared to 17.27 per cent in 2019.
The Group has reported a 13.5 per cent
decrease in its net profit to BHD 0.925
million for the year ended 31 December
2020 compared to BHD 1.070 million

in 2019.

The decrease in net profit was
predominantly attributable to the
worldwide COVID-19 pandemic
resulting in higher precautionary
provisioning requirements. Based on
the Group’s 2020 financial results, the
Board of Directors is proposing a cash
dividend of 6 per cent of the paid-up
capital (BHD 450 thousand) out of
retained earnings for approval by the
Shareholders at the Annual General
Meeting to be held on

15 March 2021.

Looking forward, the Group’s inclination
towards digitalization will be crucial to
enhance our customer experience and
ensure competitiveness in the market.
The Group is currently upgrading its
core banking system and diversifying
its digital channels. We expect 2021 to
be another highly-challenging year, as
the Kingdom of Bahrain continues to
adjust to a new economic reality and
changing market dynamics. The Group
will maintain its focus on proactively
addressing all challenges andidentifying
new business opportunities.

With Appreciation & Gratitude

On behalf of the Board of Directors,
| take this opportunity to express
my sincere appreciation & gratitude
to His Majesty King Hamad bin Isa
Al-Khalifa and His Royal Highness
Prince Salman bin Hamad Al-Khalifa,
the Crown Prince and Prime Minister,
for their progressive leadership and
encouragement. Our appreciation is
also extended to our shareholders,
customers, our business partners,
and to the Central Bank of Bahrain
for their support.

Finally, a special statement of thanks
to the management and staff of

the Company for their dedication

and effort to sustain our businesses
through this pandemic and other
challenges. On behalf of the Board
of Directors, | encourage them to
continue exerting greater effort in the
service of our mission.

Talal Fuad Kanoo
Chairman of the Board

National Finance House
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Acting
Chief Executive Officer’s
Report

MAY AL-MAHMOOD
Acting Chief Executive Officer

National Finance House
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Despite the historically-unprecedented
challenges posed by the outbreak of the
COVID-19 pandemic, | am pleased to report
that NFH delivered a resilient operating
performance in 2020. Our considerable
investments over the past few years in
developing a robust support and control
infrastructure, meant that the Group was
well placed to take early proactive steps to
mitigate the social and business impact of
the coronavirus.

The pandemic had a significant effect on
the Kingdom of Bahrain’s automobile sector
in 2020. After a positive start to the year,
with new vehicle sales rising by 28 per cent
during the first three months, there was a
sharp reduction of 39 per cent during the
second quarter. With overall sales declining
by 13 per cent for the full year, the number
of new vehicles financed by NFH during
2020 dropped by 19 per cent. Despite this,
the Group’s market share increased to a new
record of 20.2 per cent from the previous
high of 17.3 per cent set in 2019. Achieved
against the backdrop of a highly-competitive
and contracting market, this constitutes a
remarkable achievement.

It also helps to put our financial results for
2020 into context. A combination of lower
loan disbursements and prudent provisioning
against impairments, resulted in net profit
for the year declining by 13.5 per cent to

BD 0.925 million from BD 1.07 million in

2019. Given the extenuating circumstances,
this amounts to an encouragingly positive
financial performance.

The COVID-19 pandemic served to
highlight the increased importance of

risk management and digitisation in
fostering business sustainability. During
2020, we continued to strengthen our

risk management framework; and closely
monitored the Group’s exposure to credit,
operational and liquidity risks. Particular
focus was placed on reviewing and revising
the credit administration policy and
procedures; bolstering business continuity
planning and testing cyber security systems.

In order to support customers during the
crisis, we enhanced our digital transaction




Business Review

<

A high-level roadmap and
business system architecture
was developed to help the
Group devise plans for future
digitisation; while a detailed
assessment was conducted
to identify and select the
most appropriate software
vendor. The upgrade of the
core system is expected to
be completed during the first
quarter of 2022.

channels via our redesigned website for greater
convenience and ease of use during social distancing
regulations; and increased the use of social media

channels for communications and marketing purposes.

We also finalised plans for the introduction in early
2021 of the Fawateer service of the Electronic

Fund Transfer System, which will make it easier for
customers to check their accounts and pay their loan
instalments.

In addition, we initiated a number of development
projects for a major upgrade of the Group’s core
operating system, networking and infrastructure,
which will enable the Group to efficiently offer new
innovative financial products and services through
which to enhance the overall customer experience. A
high-level roadmap and business system architecture
was developed to help the Group devise plans for
future digitisation; while a detailed assessment was
conducted to identify and select the most appropriate
software vendor. The upgrade of the core system is
expected to be completed during the first quarter of
2022.

Looking ahead, 2021 will undoubtedly be another
highly challenging and unpredictable year, albeit with
the vaccination rollout providing a more optimistic
outlook. In response, we will maintain our prudent and

responsive approach to doing business. This entails
closely monitoring and mitigating the impact of
COVID-19 on the Group'’s risk exposures; while focusing
on selective loan growth, and prudent deployment of
liquidity, within conservative risk tolerance parameters.

In conclusion, | would like to acknowledge the success
of the comprehensive measures introduced by the
COVID-19 National Task Force - and the tireless efforts
of the frontline heroes of #Team Bahrain - in helping
to curb the spread of the coronavirus, and make the
Kingdom a safer place in which to live and work.

I would also like to express my deep gratitude to
the Board of Directors for its continued support
and guidance; and thank our clients and business
partners for their ongoing loyalty and collaboration.
Finally, a special tribute is due to the management
and staff of NFH for their exemplary response in
rising to the numerous challenges of COVID-19; and
their professionalism and dedication during such an
extraordinarily testing and tumultuous year.

May Al-Mahmood
Acting Chief Executive Officer

National Finance House
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Review \

Management
Team

May Al-Mahmood

Ali Redha Mohammed

Mahdi Murad

May Al-Mahmood
Acting Chief Executive Officer

Ali Redha Mohammed
Head of Retail

Mahdi Murad
Head of Risk & MLRO

Hussain Al-Zain
Head of Information Technology

Fatima Abdulla Yousif Ali
Human Resources

National Finance House
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Hussain Al-Zain

Fatima Abdulla Yousif

NFH benefits from a
stable, high-calibre
and well-qualified
Management Team,
with proven
experience and
expertise across a
variety of
disciplines.




Business

As ways of working shifted
dramatically with the COVID-19
pandemic during 2020, we
continue working
collaboratively with the
authorities, regulatory bodies,
business partners, and dealers
to provide effective financing
solutions to our valued
customers and ensure that
consumers and businesses
receive the right level of
support over the course of the
pandemic.

Review

National Finance House
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0ur top priority
IS ensuring the health
and safety of our
employees and customers
by maintaining remote
working, promoting social
distancing and deploying
virtual collaboration.

National Finance House
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REVIEW OF OPERATIONS

In the most unpredictable and challenging year for
decades, the COVID-19 outbreak caused widespread
concern and economic hardship for individuals,
businesses and authorities across the globe, during 2020.

RETAIL & MARKETING

Vehicle Financing

The total number of new vehicles registered in Bahrain
dropped significantly to 27,000 in 2019, following the
introduction of Value Added Tax (VAT), compared with

an annual average of 45,000 cars sold between 2012

and 2018. The onset of the COVID-19-related disruption
contributed to a further decline in the sale of new vehicles
in 2020 by 13 per cent compared to the previous year. The
Group’s market share in the automobile market increased
to a record 20.2 per cent in 2020 compared to 17.3 per cent in
the previous year, despite the overall drop in the number of
newly-registered automobiles in the Kingdom of Bahrain.
The number of vehicles financed by the Group during
2020 was lower by 19 per cent compared with a year
earlier.

NFH Auto Mall

The NFH Auto mall, a wholly-owned subsidiary of the
Group, was launched in the middle of 2019. Conveniently
located in Sitra, the hub of car dealerships in Bahrain, the
Mall provides a one-stop shopping experience for the
selection of a wide variety of new and used motor vehicles.
Customers receive a full package of financing, registration

Business Review

and insurance, all under one roof. The Auto Mall’s results
since inception, reflect the downward trend witnessed by
new car sales as a result of the introduction of VAT, as well
as the slowdown in the economy of the area in general.

A thorough study of the Auto Mall was conducted

in 2020, and a three-year strategic plan was put in

place to grow this business. Since then, the business
performance and financial results of the Auto Mall have
been very encouraging. During 2020, the Group focused
on enhancing public awareness of the Mall through
conducting an aggressive promotional campaign during
the holy month of Ramadan, and utilizing social media
channels to promote the Auto Mall.

Insurance

Commission income from selling motor insurance

policies declined by 18 per cent in 2020 compared to

the previous year. The decline was primarily due to the
tough and competitive market conditions in this segment.
Going forward, the Group will continue to expand its
insurance offerings, through launching a special two-year
motor insurance package exclusively for NFH Auto Mall
customers.

Customer Service

Superior customer service and faster loan processing times
continue to act as key competitive differentiators for NFH.
During 2020, the Group maintained its focus on enhancing
the customer experience while social distancing regulations
were in force. The use of systems to improve turnaround
times, a redesigned website with new user-friendly features,

National
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active social media links, and an in-house Call
Centre, combined to support service availability.

COLLECTIONS

The highest impact of the pandemic on the
Group was related to its loan portfolio, with
many borrowers across different sectors facing
a sharp collapse in their income, and hence
difficulty in repaying their obligations as they
came due. The Collections team put in place
various strategies to mitigate delinquencies,
with proactive calling and the use of automated
reminders through messaging systems, playing
an important role in helping customers remain
up-to-date with their instalments. The Retail
team arranged for regular visits to major
corporate customers to assess their credit
needs, financial performance and capability to
repay existing loans. Wherever possible, prudent
and mutually-agreeable loan restructuring and
deferrals were arranged for customers most
heavily impacted by the crisis.

CREDIT ADMINISTRATION

The Group comprehensively reviewed and
amended its credit administration policy and
procedures in 2020, and further strengthened
its credit criteria at a portfolio level. As

the coronavirus pandemic upended the
trajectory of the economy, more stringent
lending criteria were implemented for certain
customer segments. The Group also reviewed
its Know Your Customer (KYC) procedures,
credit rates and authority levels. During 2020,
full compliance was maintained with the
requirements of the Credit Reference Bureau
(CRB) for individual and corporate clients.

CUSTOMER COMPLAINTS

All policies, processes and procedures for the
Group’s independent Complaints Unit were
reviewed during the year. These cover the
receipt, logging, monitoring, follow-up and
resolution of complaints, which are reported
on a quarterly basis to the Central Bank of
Bahrain (CBB). In 2020, the number of serious
complaints remained very low compared with
service-oriented market norms. The majority
of complaints were handled immediately and
successfully resolved within the same day,
considerably below the regulatory five days
stipulated by the CBB. This illustrates the
Group’s commitment to continuously improve its
customer service and satisfaction standards.

HUMAN RESOURCES

In light of the measures taken by the Government
to combat the spread of COVID- 19, the Group
demonstrated its commitment to protect its
employees by placing the health and safety of

its team as a top priority, maintaining remote
working, promoting social distancing, and

















































































































































