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Statement by the Board of Directors and the Executive
Board
The Board of Directors and the Executive Board have today discussed and approved
the annual report of Ten Cate Advanced Armour Danmark AIS for the financial year 1
January — 31 December 2016.

The annual report has been prepared in accordance with the Danish Financial State
ments Act.

In our opinion, the financial statements give a true and fair view of the Company’s
assets, liabilities and financial position at 31 December 2016 and of the resuits of the
Companys operations for the financial year I January — 31 December 2016.

Further, in our opinion, the Managements review gives a fait review of the matters
discussed in the ManagemenVs review.

We recommend that the annual report be approved at the annual general meeting.

Vissenbjerg, 27 Aptil 2017
Executive Board:

1%
HeII Spe

teen Tanderup 15e r jørn Bertelsen Wilfr U SI ijter
Chairman J i
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Independent auditor’s report

To the shareholders of Ten Cate Advanced Armour Danmark AIS

Opinion

We have audited the financial statements of Ten Cate Advanced Armour Danmark A/S
for the financial year I January — 31 December 2016 comprising income statement,
balance sheet, statement of changes in equity and notes, including accounting
policies. The financial statements are prepared in accordance with the Danish
Financial Statements Act.

In our opinion, the financial statements give a true and fair view of the Company’s
assets, liabilities and financial position at 31 December 2016 and ofthe results ofthe
Companys operations for the financial year 1 January — 31 December 2016 in
accordance with the Danish Financial Statements Act.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA5)
and the additional requirements applicable in Denmark. Dur responsibilities under
those standards and requirements are further described in the “Auditor’s
responsibilities for the audit of the financial statements” section of our report. We are
independent of the Company in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and
the additional requirements applicable in Denmark, and we have fulfilled our other
ethical responsibilities in accordance with these rules and requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Management’s responsibility for the financial statements

Management is responsible for the preparation of financial statements that give a true
and fair view in accordance with the Danish Financial Statements Act and for such
internai control that Management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, Management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting in preparing
the financial statements unless Management either intends to liquidate the Company
or to cease operations, or has no realistic alternative but to do so.
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Independent auditor’s report

Auditor’s responsibïlities for the audit of the financiai statements

Our objectives are to obtain reasonable assurance as ta whether the financial
statements as a whole are free from material misstatement, whether due ta fraud or
error, and ta issue an auditor’s report that inciudes our opinion. Reasonabie assurance
is a high levei of assurance but is flot a guarantee that an audit conducted in
accordance with iSAs and the additianal requirements in Denmark wiII aiways detect a
materiai misstatement when it exists. Misstatements may arise from fraud or error and
are considered materiai if, individualiy or in the aggregate, they could reasonabiy be
expected to influence the economic decisions of users made on the basis of these
financial statements.

As part of an audit conducted in accordance with ISAs and the additional requirements
applicable in Denmark, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also

— identify and assess the risks of material misstatement of the company financial
statements, whether due ta fraud or error, design and perform audit procedures
responsive ta those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk af not detecting a material
misstatement resuiting from fraud is higher than for one resuiting from error as
fraud may invoive collusion, forgery, intentionai omissions, misrepresentations or
the override of internai control.

— obtain an understanding of internai contrai relevant ta the audit in order ta design
audit procedures that are appropriate in the circumstances, but nat for the purpose
of expressing an opinion on the effectiveness 0f the Companys internai contrai.

— evaiuate the appropriateness of accaunting poiicies used and the reasonabieness
af accounting estimates and related disciosures made by Management.

— conclude on the apprapriateness af Management’s use of the going concern basis
of accounting in preparing the financiai statements and, based an the audit
evidence obtained, whether a material uncertainty exists related ta events or
conditions that may cast significant doubt on the Campany’s abiiity ta continue as a
gaing cancern. if we conclude that a material uncertainty exists, we are required ta
draw attention in our auditor’s repart ta the reiated disciosures in the financial
statements or, if such disclosures are inadequate, ta modify our opinion. Our
conclusions are based on the audit evidence abtained up ta the date af our
auditor’s report. However, future events or conditions may cause the Campany to
cease ta continue as a gaing concern.

— evaluate the overail presentatian, structure and contents of the financial statements,
inciuding the disciosures, and whether the financial statements represent the
underlying transactions and events in a manner that gives a true and fair view.
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Management’s review

Company details
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Management’s review
Operating review

Principal activities

TenCate Advanced Armour Danmark A/S develops, designs and manufactures lightweight
survivability solutions for personnel, land vehicles, naval vessels, aircraft, structures and
fixed instalations for the Danish and international markets.

Development in activîtes and financial position

In 2016, the ownership of the parent company, Royal TenCate was changed. Royal
TenCate is no longer a Iisted company but operates as a private entity owned by equity
investors headed by Gilde Buy Out Partners. TenCate Advanced Armour Danmark A/S
considers this a positive change, and we plan to do what we believe is best for our
customers, brand, culture and business.

TenCate Advanced Armour Danmark A/S enjoyed an increase in revenue in 2016. This is
the result of intensified sales and project efforts generating increased revenue from new
customers on the European markets, which remain under pressure. At the same time,
Denmark invested in new technologies.

TenCate Advanced Armour Danmark A/S has significantly strengthened its market position
as a strategic supplier to large OEM customers and in 2015 worked on securing Iong-term
contracts. Concurrently, a targeted approach to projects for the Danish Armed Forces has
resulted in TenCate Advanced Armour Danmark A/S being selected as supplier for the
protection of Danish soldiers and military vehicles.

New production methods have been introduced, and more complex designs are part of the
2016 success story. The focus going forward is on increasing customer satisfaction by
becoming able to offer a wider range of complex designs in an efficient manufacturing
environ ment.

The Company reported an increase in profit before tax, going from EUR 86,562 in 2015 to
EUR 912,187 in 2016. Profit forthe year is considered satisfactory.

It is planned for 2017 to increase the level of industrialisation and competitiveness by
investments in new production techniques and by industrial cooperation agreements with
leading OEM customers on the development of processes and technology to the benefit cf
both parties.

TenCate will remain focused on quality management and works in accordance with
requirements of the TS-16949 standard. The Company will strive to obtain a certification in
accordance with the quality standard 1S09001:2015 and maintain its certification to the
standard for environmental management, ISO 14001:2011.

Events after the balance sheet date

No events have occurred after the balance sheet date significantly affecting the Company’s
financial position.
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Financial statements I January — 31 December

Income statement

EUR Note 2016 2015

Gross profit 6,019,452 5,749,711

Distribution costs 2 -1,043,808 -1,360,263
Administrative expenses 2 -4,148,798 -4,400,877

Operating profiUloss 826,846 -11,429

Other fînancial income 101,101 119,072
Otherfinancial expenses -1 5,760 -21,081

Profit before tax 912,187 86,562

Tax on profiUloss for the year 3 -201 ,236 -22,259

Profitfortheyear 710,951 64,303

Proposed profit appropriation

Proposed dividends for the financial year 0 2,010,050
Retained earnings 710,951 -1,945,747

710,951 64,303
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Financial statements J Jan uary — 31 Decem ber

Balance sheet

EUR Note 2016 2015

ASSETS

Fixed assets
Intangible assets 4
Acquired patents 23,009 30,805

23,009 30,805

Property, plant and equipment 5
Plant and machinery 397,763 567,150
Fixtures and fiuings, tools and equipment 43,874 60,471
Property, plant and equipment in progress 237,672 119,495

679,309 747,116

Totalfixedassets 702,318 777,921

Current assets
Inventories
Raw materials and consumables 576,125 422,176
Work in progress 79,807 278,176
Finished goods and goods for resale 6,780 180,750

662,712 881,102

Receivables
Trade receivables 1,913,070 1,523,402
Receivables from group entities 306,449 219,299
Other receivables 138,420 94,024
Prepayments 153,317 140,522

2,511,256 1,977,247

Cash at bank and in hand 1,358,309 2,053,912

Total current assets 4,532,277 4,912,261

TOTAL ASSETS 5,234,595 5,690,182
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Financial statements J ]anuary — 31 Decem ber

Balance sheet

EUR Note 2016 2015

EQUITY AND LIABILITIES

Equity 6
Share capital 134,000 134,000
Retained earnings 2,139,506 1,421,624
Proposed dividends for the year 0 2,010,050
Total equity 2,273,506 3,565,674

Provisions
Provisions for deferred tax 13,801 42,301
Total provisions 13,801 42,301

Liabilities other than provisions
Current liabilities other than provisions
Banks, current liabilities 207,269 106,996
Trade payables 806,434 778,674
Payables to group entities 178,144 222,176
Corporation tax 279,057 48,680
Other payables 603,609 445,766
Deferred income 872,775 479,915

2,947,288 2,082,207

Total liabilities otherthan provisions 2,947,288 2,082,207

TOTAL EQUITY AND LIABILITIES 5,234,595 5,690,182
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Financial statements J January — 31 December

Statement of changes in equity

EUR

Equity at I ]anuary 2016

Distributed dividends
Transferred over the profit

appropriation/distribution of loss
Exchange adjustment

Equity at 31 December 2016

Retained Proposed
Share capital earnings dividends Total

134.000 1,421,624 2,010,050 3,565,674

o o -2,010,050 -2,010,050

0 710,951 0 710,951
0 6,931 0 6,931

134,000 2,139,506 0 2,273,506

There have been no changes in the share capital during the last fÏve years.
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Financïal statements 1 January — 31 December

Notes

Accountïng policies

The annual report cf Ten Cate Advanced Armour Dan mark AIS has been presented in
accordance with the provisions cf the Danish Financial Statements Act as regards
reporting class B enterprises with opt-ins frcm reporting class C medium-sized entities.

Ail amounts are stated in EUR.

As from 1 January 2015, the Company has implemented Act no. 738 cf 1 June 2015.

This has entailed the following changes te recognition and measurement:

— Going forward, the residual value cf intangible assets and property, plant and
equipment must be reassessed on an ongoing basis. Pursuant to the transition
provisions cf the Act, any adjustments to residual values must be made
prcspectively as an acccunting estimate without restatement cf comparative figures
and without effect on equity.

The changes have no monetary effect on the income statement or the balance sheet
for 2016 or for the comparative figures.

Foreign currency translation

Transactions denominated in foreign currencies are translated at the exchange rate at
the date cf the transaction.

Exchange differences arising between the transaction date and the date cf payment
are recognised in the income statement as a financial cost.

Receivables, payables and other mcnetary items denominated in foreign currencies
are translated into EUR at the exchange rate at the balance sheet date. Realised and
unrealised exchange gains and losses are recognised in the income statement as
financial income/expenses.

Derivative financial instruments

On initial recognition, derivative financial instruments are recognised at cost in the
balance sheet and are subsequently measured at fair value. Positive and negative fair
values cf derivative financiai instruments are included in other receivables and
payables, respectively.
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Fînancial statements 1 January — 31 December

Notes

Accounting policies (continued)

Income statement

Revenue

Income from the sale of goods for resale is recognised in revenue when transfer of the
most significant rewards and risks to the buyer has taken place and provided that the
income can be reliably measured and payment is expected to be received.

Revenue is measured at fair value of the agreed consideration exclusive of VAT and
taxes charged on behalf of third parties. AIl discounts and rebates granted are
recognised in revenue.

Gross profit

In the income statement, revenue, production expenses and other operating income
have been aggregated into one item called ‘gross margin’, cf. section 32 of the Danish
Financial Statements Act.

Production costs

Production costs include expenses incurred to generate the year’s revenue. The item
includes direct and indirect expenses relating to raw materials, consumables, labour,
rent and leasing as well as depreciation of productive equipment.

Research costs, development costs not satisfying the criteria for capitalisaion and
amortisation/depreciation of capitalised development costs are also recognised under
production costs.

Distribution costs

Distribution costs include expenses relating to sale and distribution in the year, inc
luding expenses relating to sales staff, advertising, exhibitions and amor
tisation/depreciation of assets that are related to sale and distribution of the company’s
products.

Administrative expenses

Administrative expenses include expenses incurred in the year for purposes of
managing and administering the company, including expenses relating to
administrative staff, management, office premises/expenses as well as
amortisation/depreciation of assets used for administrative purposes.
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Financial statements I January — 31 December

Notes

Accounting policies (continued)

Staff costs

Staff costs include wages and salaries, including compensated absence and pensions,
as well as other social security contributions, etc. made to the entitys employees. The
item is net of refunds made by public authorities.

Financial income and expenses

Financial incarne and expenses are recognised in the incarne statements at the
amounts that concern the financial year, Net financiais inciude interest incarne and
expenses, exchange gains and lasses as well as allawances and surcharges under
the advance-payments cf tax scheme, etc.

Tax on profiUloss for the year

Tax for the year includes current tax on the years expected taxable incarne and the
years deferred tax adjustments. The portion of the tax far the year that relates ta the
profit/lass for the year is recognised in the incarne statement, whereas the portion that
relates ta transactions taken ta equity is recognised in equity.

The entity and its Danish group entities are taxed on a joint basis. The Danish incarne
tax charge is allocated between profit-making and loss-making Danish entities in
proportion ta their taxable incarne (full allocation method).

Jointly taxed companies entitled ta a tax refund are, as a minirnum, reirnbursed by the
management cornpany according ta the current rates applicable ta interest ailowances,
and jointly taxed companies having paid tac littie tax pay, as a maximum, a surcharge
according ta the current rates applicable ta interest surcharges ta the management
company.

Balance sheet

Intangible assets

Other intagible assets include acquired intangible rights, including software licences,
distribution rights and development projects.

Other intangible assets are rneasured at cost less accumulated arnortisation and
impairment lasses.

Gains and lasses on the disposai cf intangible assets are determined as the difference
between the seiling price less selling costs and the carrying arnount at the date cf
disposai.
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Fînancial statements J Jan uary — 3f December

Notes

Accounting policies (continued)

Gains and losses are recognised in the income statement as other operating income
or other operating costs, respectively.

Property, plant and equipment

Land and buildings, plant and machinery and fixtures and fittings, tools and equipment
are measured at cost less accumulated depreciation and impairment losses.

Cost comprises the purchase price and any costs directly attributable to the acquisition
until the date on which the asset is available for use. Indirect production overheads
and borrowing costs are not recognised in cost.

Where individual components of an item of property, plant and equipment have
different useful lives, they are accounted for as separate items, which are depreciated
separately.

The basis of depreciation is cost Iess any projected residual value after the end of the
useful Iife. Depreciation is provided on a straight-line basis over the estimated useful
life. The estimated useful lives are as follows:

Plant and machinery 7-10 years
Fixtures and fittings, tools and equipment 4-7 years
Leasehold improvements 6-7 years
Acquired lP rights 5 years

The useful life and residual value are reassessed annually. Changes are treated as
accounting estimates, and the effect on depreciation is recognised prospectively.

Land 15 not depreciated.

Fixed assets under construction are recognised and measured at cost at the balance
sheet date. Upon entry into service, the cost is transferred to the relevant group of
property, plant and equipment.

Depreciation is recognised in the income statement as production costs, distribution
costs and administrative expenses, respectively.

Gains and losses on the disposai of property, plant and equipment are stated as the
difference between the selling price less selling costs and the carrying amount at the
date of disposaI. Gains and losses are recognised in the income statement as other
operating income or other operating costs, respectively.
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Financial statements J Jan uary — 31 December

Notes

Accounting policies (continued)

Impairment of fixed assets

The carrying amount of intangible assets and property, plant and equipment as weII as
equity investments in group entities and associates is subject to an annual test for
indications of impairment other than the decrease in value reflected by depreciation or
amortisation.

Impairment tests are conducted of individual assets or groups of assets when there is
an indication that they may be impaired. Write-down is made to the recoverable
amount if this is lower than the carrying amount.

Leases

Ail leases are operating leases. Payments relating to operating leases and other
leases are recognised in the income statement over the term of the lease. The
Company’s total obligation relating to operating leases and other leases is disclosed
as contractual obligations, etc.

Inventories

Inventories are measured at cost in accordance with the FIFO method. Where the net
realisable value is lower than cost, inventories are wriften down to this lower value.
The net realisable value of inventories is calcuiated as the sales amount less costs of
completion and costs necessary to effect the sale and is determined taking into
account marketability, obsolescence and development in the expected selling price.

The cost of raw materials and consumables comprises the cost of acquisition plus
delivery costs.

The cost of finished goods and work in progress are measured at cost, comprising the
cost of raw materials, consumables, direct labour and direct production overheads.
Indirect production overheads and borrowing costs are not included in the cost.

Goods for resale are measured at cost, which comprises the cost of acquisition plus
delivery costs as well as other costs directly attributable to the acquisition.

Receivables

Receivables are measured at amortised cost.

An impairment loss is recognised if there is objective indication that a receivable is
impaired. If there is objective indication that an individual receivable has been
impaired, writedown is made on an individual basis.
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Fïnancial statements J ]anuary — 31 December

Notes

f Accounting policies (continued)

Write-downs are calculated as the difference between the carrying amount cf the
receivables and the present value cf the expected cash flows, inciuding the realisable
value cf any collateral received. The effective interest rate fer the individual receivable
is used as discount rate.

Prepayments and deferred income

Prepayments recognised under ‘Assets’ comprise prepaid expenses regarding
subsequent financial repcrting years.

Cash at bank and in hand

Cash at bank and in hand comprise cash and short-term marketable securities which
are subject to an insignificant risk cf changes in value.

Eq u ity

Dividends

The expected dividend payment for the year is disclosed as a separate item under
equity.

Corporation tax and deferred tax

Current tax payable and receivable is recognised in the balance sheet as tax
computed on the taxable income for the year, adjusted for tax on the taxable income cf
prier years and for tax paid on account.

Deferred tax is measured using the balance sheet liability method on ail tempcrary
differences between the carrying amount and the tax value cf assets and liabilities.
Where alternative tax rules can be applied te determine the tax base, deferred tax is
measured based on Managements intended use cf the asset or seUlement cf the
liability, respectively.

Deferred tax is measured according te the tax rules and at the tax rates applicable at
the balance sheet date when the deferred tax is expected te crystailise as current tax.
Changes in deferred tax due to changes in the tax rate are recognised in the income
statement.
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Fïnancïal statements J Jan uary — 3f December

Notes

Accounting policies (continued)

Liabilities other than provisions

Financïal liabilities are recognised at the date of borrowing at the net proceeds
received less transaction costs paid. In subsequent periods, the financial liabilities are
measured at amortised cost, corresponding to the capitalised value using the effective
interest rate. Accordingly, the difference between the proceeds and the nominal value
s recognised in the income statement over the term of the ban. Financial liabilities
also include the capitalised residual Iiability in respect of finance leases.

Other liabilities are measured at net realisable value.

Prepayments and deferred income

Deferred income recognised as a Iiability comprises payments received concerning
income in subsequent financial reporting years.

18



Ten Cate Advanced Armour Danmark AIS
Annual report 2016
CVR no. 26 31 0064

Financial statements 1 Jan uary — 31 December

Notes
EUR 2016 2015

2 Staff costs
Wage/salaries 2,348,577 2,068,007
Pensions 41,253 164,509
Other social secutity costs 188,311 63,238

2,578,141 2,295,754

Avetage number of fuli-time employees 35 33

3 Tax on profit for the year
Estimated tax charge for the year 229,736 48,680
Deferred tax adjustments in the year -26,500 -23,516
Tax adjustments, prior years 0 202
Change in tax rate 0 -3,107

201,236 22,259

4 Intangible assets
Acqured

EUR patents
cost at 1 January 39424

Cost at 31 December 2016 39424

Amortisation and impairmentiosses at 1 January 2016 -8,619
Exchange adjustment 93
Amortisation -7,889

Amortisation and impairmentiosses at3l December 2016 -16,415

Carryïng amount at 31 Decem ber 2016 23,009
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Financïal statements 1 January — 31 December

Notes

5 Property, plant and equipment
Fixtures Propefty,
and fittings, plant and

Plant and tools and equipment
EUR machinery eguipment in progress Total

Costat 1 January 2016 2,473,501 398,666 119,495 2,991,662

Additionsintheyear 69,879 31,674 118,177 219,730

Costat3l December 2016 2,543,380 430,340 237,672 3,211,392

Depreciation and impairment losses at 1 January
2016 -1,906,351 -338,195 0 -2,244,546

Exchangeadjustments 1,891 221 0 2,112

Depreciation -241,157 -48,492 0 -289,649

Depreciation and impairment losses at 31
December 2016 -2,145,617 -386,466 0 -2,532,083

Carrying amount at 31 Decem ber 2016 397,763 43,874 237,672 679,309

6 Equity

The Company’s share capital has remained unchanged at EUR 134,000 over the past

five years.

The share capital consists of 1.000 shares of value of DKK 1,000 each. No shares

carry special rights.

7 Contractual obligations, contingencies, etc.

Other contingent liabilities

The Company is jointly taxed with othet Danish group companies. As a group company,

together with the other companies included in the joint taxation, the Company has

unlimited joint and several liability for Danish corporation taxes and withholding taxes on

dividends, interest and royalties within the jointly taxed unit. The jointly taxed entities’

total known net liability to the Danish tax authorities is disclosed in the financial

statements cf the administrative company, Ten Cate Danmark AIS (CVR No. 30 08 05

48). Any subsequent corrections to the joint taxation income and withholding taxes, etc.

may result in an increased liability for the Company.

Other financial obligations

EUR 2016 2015

Rent and lease liabilities 2,662,507 2,508,007
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Financïal statements I January —31 December

Notes

The Company has entered into operating leases and tenancy agreements at the
following amounts:

Industrial buildings: Remaining term 0f 11 years with an average yearly payment of
EUR 341 thousand, totaling EUR 2,533 thousand.

Other: Remaining term of up to 36 months with an average yearly payment of EUR 31
thousand, totaling EUR 94 thousand.

The Company has entered into a foreign exchange forward of GBP 920 thousand and a
swap ofGBP 1,580 thousand.

8 Related party disclosu tes

Ten Cate Advanced Armour Danmark A/S’ related parties comprise the following:

Control

Ten Cate Danmark NS holds the majority of the share capital in the Company.

Ten Cate Advanced Armour Danmark A/S is part of the consolidated financial
statements of Tennessee Acquisition B.V., Holland, which is the smallest group in
which the Company s included as a subsidiary.

Ten Cate Advanced Armour Danmark A/S is part of the consolidated financial
statements of Tennessee Acquisition Holding B.V., Holland, which is the largest
group in which the Company is included as a subsidiary.

The consolidated financial statements of Tennessee Acquisition Holding E.V. can be

obtained from the Company or at the following website: www.tencate.com.
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