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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 Denex A/S for the financial year 1 April 2016 — 31 March 2017.

The annual report has been 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 March 2017 and of the results of the Company's
operations for the financial year 1 April 2016 — 31 March 2017.

Further, in our opinion, the Management's review gives a fair review of the development
in the Company's activities and financial matters, of the results for the year and of the
Company's financial position.

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

Madrid, 27 July 2017
Executive Board:

- —i

Pedro Sallent Acebo
Executive Officer

Board o lrectors

fAfir o

/ Francisco Jose Torrente Sanchez Blancé Manzano Lopez Pedro Sallent Acebo
Chairman }E\/p
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Independent auditor's report
To the shareholders of Denex A/S

Opinion

We have audited the financial statements of Denex A/S for the financial year 1 April 2016
— 31 March 2017 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 March 2017 and of the results of the Company's
operations for the financial year 1 April 2016 — 31 March 2017 in accordance with the
Danish Financial Statements Act.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs)
and the additional requirements applicable in Denmark. Our 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 fulfiled 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
internal 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 responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance as to whether the financial statements
.as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor's report that includes our opinion. Reasonable assurance is a high level
of assurance but is not a guarantee that an audit conducted in accordance with ISAs and
the additional requirements in Denmark will always detect a material misstatement when
it exists. Misstatements may arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected fo influence the
economic decisions of financial statement users made on the basis of these financial
statements.

As part of an audit conducted in accordance with ISAs and the additional reguirements
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 to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error as fraud may involve
collusion, forgery, intentional omissions, misrepresentations or the override of
internal control.

— obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company's internal control.

— evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.

— conclude on the appropriateness of Management's use of the going concern basis of
accounting in preparing the financial statements and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor's report. However, future events
or conditions may cause the Company to cease to continue as a going concern.

— evaluate the overall presentation, structure and contents of the financial statements,
including the disclosures, 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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Independent auditor's report

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

Statement on the Management's review
Management is responsible for the Management's review.

Our opinion on the financial statements does not cover the Management's review, and
we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the
Management's review and, in doing so, consider whether the Management's review is
materially inconsistent with the financial statements or our knowledge obtained during
the audit, or otherwise appears to be materially misstated.

Moreover, it is our responsibility to consider whether the Management's review provides
the information required under the Danish Financial Statements Act.

Based on the work we have performed, we conclude that the Management's review is in
accordance with the financial statements and has been prepared in accordance with the
requirements of the Danish Financial Statement Act. We did not identify any material
misstatement of the Management's review.

Aalborg, 27 July 2017
KPMG

Statsautoriseret Revisionspartnerselskab
CVR no. 25 57 81 98
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Management's review

Financial highlights

[ DKK'000 2016/17 2015/16 2014/15 2013/14 2012/13 |
Gross profit 28,757 22,209 50,623 74,902 108,348
Operating profit/loss -20,836 -27,875 -5,962 7,803 34,255
Profit/lloss from financial income and

expenses -3,361 -2,179 -198 -2,885 -4,352
Profit/loss for the year -23,197 -26,544 -4 537 4,515 22,459
Total assets 100,057 114,967 155,267 170,598 156,604
Investments in property, plant and

equipment 1,411 3,692 5,809 3,188 69,209
Equity 14,043 37,239 63,783 68,321 63,806
Return on equity -80.5% -52.6% -6.9% 6.8% 38.6%
Solvency ratio 14.0% 32.4% 41.1% 40.0% 40.7%

Financial ratios are calculated in accordance with the Danish Society of Financial
Analysts' guidelines on the calculation of financial ratios “Recommendations and
Financial Ratios 2015". The financial ratios have been calculated as follows:

Return on equity

Solvency ratio

Profit from ordinary activities after tax x 100

Equity ex. non-controlling interests at year end x 100

Average equity

Total equity and liabilities at year end
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Management's review
Operating review

Principal activities

The Company's objective is to develop, produce, research as well as trade in and repair
ammunition, arms, war materials, vehicles, military and civil explosives, hunting and
sports cartridges and similar materials and components as well as to engage in activities
and services related thereto, including demilitarisation.

Development in activities and financial position

The Company reported a loss before tax of DKK 24.2 million as against a loss of DKK
30.1 million last year.

The loss was mainly due to low activity, and consequently costs were reduced, which is
the reason for the improvement of results.

Due to the loss, Management has found it fair to write down goodwill by DKK 3.9 million.
Equity stood at DKK 14,042,785 as per 31 March 2017.

The Company is funded through intercompany loans.

Outlook

The Company expects to report an increase in revenue and earnings, however, with
negative net results.
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Financial statements 1 April — 31 March

Income statement

DKK Note 2016/17 2015/16
Gross profit 28,757,408 22,209,260
Staff costs 2 -36,142,370 -38,789,978
Depreciation and amortisation of and

impairment losses on intangible assets and

property, plant and equipment -13,451,095 -11,293,918
Operating profit/loss -20,836,057 -27,874,638
Other financial income 3 45215 777,507
Other financial expenses 4 -3,405,804 -2,956,362
Profit/loss before tax -24,196,646  -30,053,491
Tax on profit/loss for the year 1,000,000 3,509,899
Profit/loss for the year -23,196,646 -26,543,592
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Financial statements 1 April — 31 March

Balance sheet

DKK

ASSETS

Fixed assets
Intangible assets
Development projects
Goodwill

Property, plant and equipment

Land and buildings

Plant and machinery

Property, plant and equipment under construction

Total fixed assets

Current assets

Inventories

Raw materials and consumables
Work in progress

Finished goods and goods for resale

Receivables

Trade receivables

Receivables from group entities
Tax receivables

Other receivables

Cash at bank and in hand
Total current assets
TOTAL ASSETS

Note

2016/17 20115/16
2,664,268 2,651,128
0 3,934,389
2,664,268 6,585,517
18,129,420 18,520,852
43,946,975 49,551,426
0 1,366,176
62,076,395 69,438,454
64,740,663 76,023,971
11,354,737 19,145,147
1,722,266 3,466,779
2,839,663 2,676,361
15,916,666 25,288,287
4,484,209 525,960
12,666,848 12,342,872
1,000,000 0
495,363 548,420
18,646,420 13,417,252
853,255 237,414
35,316,341 38,042,953
100,057,004 114,966,924
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Financial statements 1 April — 31 March

Balance sheet

DKK

EQUITY AND LIABILITIES
Equity

Share capital

Retained earnings

Total equity
Liabilities
Non-current liabilities
Mortgage debt

Subordinate loan capital
Credit institutions

Current liabilities
Mortgage debt

Credit institutions

Trade payables

Payables to group entities
Subordinate loan capital
Other payables

Total liabilities
TOTAL EQUITY AND LIABILITIES

Note

10

2016/17 2015/16
22,878,950 22,878,950
-8,836,165 14,360,479
14,042,785 37,239,429

0 12,104,270
10,000,000 12,000,000
0 12,707,880
10,000,000 36,812,150
0 603,756

0 7,099,205
7,907,406 12,506,375
61,012,163 13,087,205
2,000,000 2,000,000
5,094,650 5,618,804
76,014,210 40,915,345
86,014,219 77,727,495
100,057,004 114,966,924

10
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Financial statements 1 April — 31 March

Statement of changes in equity

Share Share Retained Proposed
DKK capital premium earnings dividends Total equity
Equity at 1 April 2016 22,878,950 14,360,479 0 37,239,429
Transferred over the profit
appropriation/distribu-
tion of loss -23,196,646 -23,196,646
Equity at 31 March 2017 22,878,950 -8,836,167 0 14,042,783

1"
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Financial statements 1 April — 31 March

Notes

Accounting policies

The annual report of Denex A/S for 2016/17 has been prepared in accordance with the
provisions applying to reporting class C medium-sized entities under the Danish
Financial Statements Act.

As from 1 January 2016, the Company has implemented Act no. 738 of 1 June 2015.
This has entailed the following changes to recognition and measurement:

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

The changes have no monetary effect on the income statement or the balance sheet for
2016/17 or on the comparative figures.

Apart from the above, the accounting policies used in the preparation of the financial
statements are consistent with those of last year.

Omission of cash flow statement

As set out in section 86 (4) of the Danish Financial Statements Act, no cash flow
statement has been prepared. The Company's cash flows are incorporated into the cash
flow statement contained in the consolidated financial statements of MaxamCorp Holding
S.L

Foreign currency translation

On initial recognition, transactions denominated in foreign currencies are translated at
the exchange rates at the transaction date. Foreign exchange differences arising
between the exchange rates at the transaction date and the date of payment are
recognised in the income statement as financial income or financial expenses.

Receivables, payables and other monetary items denominated in foreign currencies are
translated at the exchange rates at the balance sheet date. The difference between the
exchange rates at the balance sheet date and the date at which the receivable or payable
arose or was recognised in the latest financial statements is recognised in the income
statement as financial income or financial expenses.

12
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Financial statements 1 April — 31 March

Notes

Accounting policies {continued)

Income statement
Gross profit

With reference to section 32 of Danish Financial Statements Act, revenue has not been
disclosed in the Annual Report.

Revenue

Income from the sale of goods is recognised in revenue when delivery of risk to the buyer
have taken place, and the income may be measured reliably and is expected to be
received.

Revenue from the sale of goods where delivery has been postponed upon the buyer's
request is recognised as revenue when ownership of the goods has been transferred to
the buyer.

Revenue is measured at the fair value of the agreed consideration excluding VAT and
taxes charged on behalf of third parties. All discounts granted are deducted from
revenue.

Other external costs
Other external costs comprise indirect production overheads and expenses for premises,
sales and distribution as well as office expenses, etc.

Financial income and expenses

Financial income and expenses comprise interest income and expense, financial costs
regarding, gains and losses on securities, payables and transactions denominated in
foreign currencies, amortisation of financial assets and liabilities as well as surcharges
and refunds under the on-account tax scheme, etc.

Tax on profit/loss for the year

Tax for the year comprises current tax for the year and changes in deferred tax, including
changes in tax rates. The tax expense relating to the profit/loss for the year is recognised
in the income statement at the amount attributable to the profit/loss for the year and
directly in equity at the amount attributable to entries directly in equity.

13




Denex A/S
Annual report 2016/17
CVR no. 31 34 69 59

Financial statements 1 April — 31 March

Notes

Accounting policies (continued)

Balance sheet

Intangible assets

Goodwill acquired is measured at cost less accumulated amortisation. Goodwill is
amortised on a straight-line basis over its useful life, which is a assessed at 5 years.

Expenditure relating to development projects comprises payroll costs and cost of goods
sold directly attributable to the Company’s development activities.

Capitalised development costs are amortised on a straight-line basis from the time of
completion and for the period in which the development works is expected to generate
economic benefits to the Company. The amortisation period will not, however, exceed
five years.

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.

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

Production buildings 30 years
Administration buildings 30 years
Plant and machinery 5-10 years

Fixtures and fittings, tools and equipment  5-10 years

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

Land is not depreciated.

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

14
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Financial statements 1 April — 31 March

Notes
Accounting policies (continued)

Impairment of fixed assets

The carrying amount of intangible assets and property, plant and equipment 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.

Inventories

Inventories are measured at cost in accordance with the FIFO method. Where the net
realisable value is lower than cost, inventories are written down to this lower value.

Goods for resale and raw materials and consumables are measured at cost, comprising
purchase price plus delivery costs.

Finished goods and work in progress are measured at cost, comprising the cost of raw
materials, consumables, direct wages and salaries as well as indirect production costs.
Indirect production overheads comprise indirect materials and wages and salaries as
well as the maintenance of depreciation of production machinery, buildings and
equipment as well as factory administration and management. Borrowing costs are not
included in cost.

Receivables
Receivables are measured at amortised cost.

Write-down is made for bad debt losses where there is an objective indication that a
receivable or a portfolio of receivables has been impaired. If there is an objective
indication that an individual receivable has been impaired, write-down is made on an
individual basis.

Equity

Dividends

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

15
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Financial statements 1 April — 31 March

Notes
Accounting policies (continued)

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 of prior years
and for tax paid on account.

Deferred tax is measured using the balance sheet liability method on all temporary
differences between the carrying amount and the tax value of assets and liabilities
measured on the planned use of the asset or settlement of the liability, respectively.
However, deferred tax is not recognised on temporary differences relating to office
buildings non-deductible for tax purposes and other items where temporary differences
arise at the date of acquisition without affecting either profit/loss or taxable income.

Deferred tax assets, including the tax value of tax loss carryforwards, are recognised at
the expected value of their utilisation within the foreseeable future; either as a set-off
against tax on future income or as a set-off against deferred tax liabilities in the same
legal tax entity. Any deferred net assets are measured at net realisable value.

Deferred tax is measured in accordance with the tax rules and at the tax rates applicable
at the balance sheet date when the deferred tax is expected to crystallise as current tax.
Changes in deferred tax as a result of changes in tax rates are recognised in the income
statement or equity, respectively.

Liabilities other than provisions

Financial liabilities are recognised at the date of borrowing at cost, corresponding to the
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 cost and the nominal
value is recognised in the income statement over the term of the loan together with
interest expenses.

Other liabilities are measured at amortised cost, which usually corresponds to nominal
value.

16
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Financial statements 1 April — 31 March

Notes
Staff costs

DKK

Wages and salaries
Pensions
Other social security costs

Average number of full-time employees

2016/17 2015/16
30,304,233 33,324,635
3,934,365 3,107,534
1,903,772 2,357,809
36,142,370 38,789,978
75 80

Referring to section 98b(3) of the Danish Financial Statements Act, remuneration of the
Executive Board and Management has not been disclosed.

DKK

Financial income

Interest income from group entities
Foreign exchange gains

Other interest income

Financial expenses

Interest expense to group entities
Foreign exchange losses

Other interest expense

Tax on profit/loss for the year
Current tax for the year
Deferred tax adjustment for the year

Profit appropriation/distribution of loss
Proposed dividends for the financial year
Retained earnings

2016/17 2015/16
0 610,591
45,215 165,362
0 1,654
45215 777,507
2,295,855 864,331
170,077 629,671
939,872 1,462,360
3,405,804 2,956,362
-1,000,000 0
0 -3,509,899
-1,000,000 -3,5609,899
0 0
-23,196,646  -26,543,592
-23,196,646  -26,543,5692

17
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Financial statements 1 April — 31 March

Notes
Intangible assets

Develop

ment
DKK projects Goodwill
Cost at 1 April 2016 3,598,331 19,390,683
Additions 745,227 0
Cost at 31 March 2017 4,343,558 19,390,683
Amortisation and impairment losses at 1 April 2016 947 203 15,456,294
impairment losses 0 3,934,389
Amortisation 732,087 0
Amortisation and impairment losses at 31 March 2017 1,679,290 19,390,683
Carrying amount at 31 March 2017 2,664,268 0

Development projects

Development projects relate to the development of new products, further development
of existing products and development of new processes. The projects are amortised over
five years.

Goodwill
Goodwill is tested for impairment at least once a year.

On basis of the impairment test, Management has decided to write down goodwill to DKK
0.

18
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Financial statements 1 April — 31 March

Notes

Property, plant and equipment

DKK

Cost at 1 April 2016
Additions
Transferred
Disposals

Cost at 31 march 2017

Depreciation and impairment
losses at 1 April 2016

Depreciation

Depreciation on disposals

Depreciation and impairment
losses at 31 March 2017

Carrying amount at
31 March 2017

Property,
plant and
equip-
Fixtures ment
and fittings, under
Land and Plant and tools and construc-
buildings machinery equipment tion Total
19,982,392 80,344,312 5,756,029 1,366,176 107,448,909
0 1,411,474 0 0 1,411,474
0 1,366,176 0 -1,366,176 0
0 0 -5,756,029 0 -5,756,029
19,982,392 83,121,962 0 0 103,104,354
1,461,540 30,792,886 5,756,029 0 38,010,455
391,432 8,382,101 0 0 8,773,533
0 0 -5,756,029 0 -5,756,029
1,852,972 39,174,987 0 0 41,027,959
18,129,420 43,946,975 0 0 62,076,395
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Financial statements 1 April — 31 March

Notes

Share capital
The share capital consists of:
3.070.000 shares of nom. DKK 22,878,950

Non-current liabilities

Non-current liabilities are specified as follows:

DKK

Mortgage debt:
0-1 years
1-5 years
>5 years

Subordinate loan capital:
0-1 years
1-5 years
>5 years

Total non-current liabilities other than provisions

Collateral is disclosed in note 12.

Deferred tax

2016/17 2015/16
0 603,756
0 2,415,024
0 9,689,246
2,000,000 2,000,000
8,000,000 8,000,000
2,000,000 4,000,000
12,000,000 26,708,026

Deferred tax amounting to DKK 8,408 thousand has been written down.

Contractual obligations, contingencies, etc.

Contingent liabilities

The Company has provided a guarantee for the parent company, MaxamCorp Holding,
S.L." bank loans. At 31 March 2017, the parent company, MaxamCorp Holding, S.L.'

bank loans made up DKK 356.8 million.

Operating lease obligations

The Company has entered into leases totalling DKK 639 thousand that fall due within 1-

27 months.

20
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Financial statements 1 April — 31 March

Notes

Related party disclosures

Denex A/S' related parties comprise the following:

Control
Denex A/S, Tuenvej 120, 9900 Frederikshavn.
Expal System S.A. holds the majority of the share capital in the Company

Denex A/S is part of the consolidated financial statements of Expal Systems S.A,,
registered office, which is the smallest group in which the Company is included as a
subsidiary.

The consolidated financial statements of Expal Systems S.A. can be obtained by
contacting the Company.

MaxamCorp Holding S.L. controls the majority of the share capital in Denex A/S through
Expal Systems S.A.
Related party transactions

The Company has chosen only to disclose transactions that are not carried out on an
arm's length basis in accordance with section 98¢c(7) of the Danish Financial
Statements Act.

Events after the balance sheet date

No events have occurred after the balance sheet date to this date that would influence
the assessment and evaluation of this annual report in any substantial way.
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