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Subject: Detailed analysis for the
accumulated losses of AAN Digital
Services Holding Company

With reference to the above subject, and
for more disclosure and transparency, we
attach to the shareholders a detailed
analysis form for the accumulated losses
from 2009 to 2021, which explains the
main reasons that led to these
accumulated losses and their history, and
the measures that will be taken to
address the accumulated losses
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Detailed analysis of accumulated losses

fﬁ

H H me of the Listed Company AAN DIGITAL SERVICES HOLDING CO
Digital SerVifife the period of the financial Financial statements from 2009 to 2021
statements
Value of the Accumulated losses (70,979,700)KD
Accumulated losses to capital ratio 81.37%
The main reasons leading to these introduction
accumulated losses and their history The current board of directors took over the

management of the company on 3/4/2022 after
inviting the shareholders to the general assembly in
order to dissolve the previous board of directors and
elect a new board of directors to try to change the

the company structure embodied in the process of

heavy losses that have continued for many years.

And since the previous board of directors, didn't
prepare the financial statements for the year end
2021 and address the external auditor reservations,
which caused the suspension of the company
shares in stock marketand a potential to be delisted
in its failure to implement the Capital Markets
Authority Resolution No. 26/2022 issued on |
2/17/2022, which gave a deadline of 27/4/2022
To address the external auditor’s reservations as of
third quarter financials for the year 2021,

If the company doesn’t correct those reservation the
company’s shares will be canceled from the Kuwait
Stock Exchange and Dubai Financial Market as of
4/28/2022

Where the esteemed Capital Markets Authority
kindly extended the delisting in its resolution No.
76/2022 and Resolution No. 168/2022 until
15/2/2023 after the esteemed Authority observed

the steps taken by the shareholders to dissolve the

board of directors, elect a new board of directors
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\_/ and submit a plan to fulfill Requirements to lift the

suspension of the company's shares.

D

o . It was necessary for the current board of directors to
Digital Services
put the financial statements in the right place and
seek to address the reservations of the external
auditor and the Capital Markets Authority with
Resolution No. 26/2022, as the financial statements
of the subsidiaries were prepared by the
management and not by an external auditor, in
addition to the fact that the company's assets are
not Reflecting the correct value of the company, the
board of directors took corrective steps to re-
evaluate the company's assets in accordance with
international accounting standards due to that the
following results shows:

The reason and causes of the losses for the year

2021

1- Loos of KD 816,446 on all debit balances with a
previous related party that was managing the
company.

2- of KD 911,208 on the entire investment in a
Mudaraba and profit-sharing contract with a
previous related party that was managing the
company.

3- Losses of KD 11,110,041 through revaluation of
the goodwill item, based on a study report from an
independent body
The most important causes of the losses that

took place from 2009 to 2020

During that period, the company’s management
assumed several boards of directors, and some of
them had an impact in achieving losses of more
than KD 93,500,000, as a result of decisions to enter

into investments and partnerships in all of the

following
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H ‘ \ 1- Investment in Hits Africa and working in the

2- field of telecommunications through its

D

Digital Serjvices
subsidiaries within the limit of KD

50,000,000,
The result: losses on the entire capital and now the
company is under liquidation

-2 Financing Hits Africa company in the amount of
USD 75,680,606, equivalent to approximately KD
23,500,000

The Result: Provision is made on the entire value of

the financing due to the company being under
liquidation

-3 Investment in Hits Spain with a limit of USD
8,000,000, equivalent to approximately KD
2,500,000

The result: losses on the entire capital

-4 investment in Hits de Brazil Company, with an
amount of USD 22,000,000, equivalent to KD
6,000,000
The result: losses on the entire capital

5 - Concluding a speculative and profit-sharing
contract with related parties in the previous
management and making in-kind settlements for
those contracts in Al hind Holding Company with
amounts exceeding KD 11,500,000.

The result: a provision on the full value, which was made
over previous years, IHE last of which was in 2021, on
the acquisition of that company and for the high risks in
this investment, which was confirmed by the Capital
Markets Authority in the Disciplinary Council Resolution

No.91/2021
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Measures to be taken to address

accumulated losses:

The most important decisions to deal with

accumulated losses
-1 Reducing the capital from KD 87,234,161 to KD
16,254,461 after holding the Extraordinary General
Assembly and taking the approval of the
shareholders as a first step to restructuring the
capital and writing off the accumulated losses that
constitute an obstacle that prevents the distribution
of profits in the event that it is approved in the
future to the shareholders.
2 A comprehensive restructuring of the company’s
investments to improve revenues and reduce
expenses and a comprehensive restructuring of the
administrative staff in preparation for the
company’s return to profitability
3- Forming a specialized legal team to discuss any
violations and losses resulting from negligence, or

manipulation of the company’s funds.

The Name of the Authorized Signatory

ABDULLAH AHMAD ALOMAR

Designation

CHAIRMAN Of BOARD DIRECTORS

Signature and Date

14/11/2022

Company’s Seal
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