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Chaim1an's report, GN Store Nord Annual General Meeting, March 21, 5007

J
Introduiction 'r
2006 was a year of major change for GN Store Nord. To summarize in just a few wiprds,
first of all we created a basis for distributing DKK 12.4 billion to our shareholders. Second,
we began a new chapter in GN’s long history with a completely focused business a%d a
position as the world’s leading manufacturer of headsets, facing an exciting future {)n
high-growth markets. t
l
Obvioulsly, the biggest event of the year was the sale of our hearing instrument bu?iness.
GN Re3Sound, for DKK 15.5 billion. We signed the sales agreement in October and hope
that the: transaction will soon complete its long journey through the competition authorities
in a number of countries. The final stop is the German “Kartelamt” and we expect tE) get
an ans'wer from them before long. But let's take a minute to look back on how and :}Mhy
this sale came to be. g
i
Six years ago, we had GN Danavox, an excellent but much too small hearing instrument
business in need of critical mass. To resolve the situation, we began to consolidaté the
industry, buying four businesses for a total of DKK 6 billion within a short time Spar'é. In
2005, \!ve made a fifth acquisition, German-based INTERTON. Qur consolidation éfforts
were successful and helped to raise the margins of the business substantially, buth:Iuring
the prccess the hearing instrument industry changed. '
What rllappened? Well, at last year's AGM, | mentioned the areas in which the dyn;mics
of the hearing instrument market had changed and will continue to change. The prléaduct
lifetime: of a hearing instrument has been shortened by more than 50%, resulting |n a
constant demand for increasingly frequent and faster product launches in all pricef"
categcries. The record number of eleven new hearing instruments GN launched Iést year
is a good illustration of this new situation. As the market continually grows more and more
competitive, industry players must constantly invest more and more in product  *

develcpment, marketing and sales if they wish to remain competitive and profitable.
|i

Al this points to additional indUstry consolidation, so your Board decided to investigate
what viould best serve the interests of GN’s shareholders. Would GN as an indepg—%ndent

busine:ss be able to create sufficient growth in its hearing instrument operations? Or

b

\ o
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should we take part in the industry consolidation trend? And if the answer to the second
1l

question was yes, what role should we play?

1
+

Those were the questions the Board's review was intended to answer. As | said, thlfe
starting point for the review was the assumption that GN ReSound would have to g}ow to
the necessary size, 50 we had to acknowledge one problem: GN ReSound was not
growing at the desired pace. Other businesses in the industry were and still are a Ic}t
better Ellt creating growth, and that raised a number of questions regarding the futu}.e-

¥

ownership of GN ReSound.
When e received indications from a number of investors as to how much they woﬁld be
willing {o pay for GN ReSound, there was no longer any doubt. The best solution wfould be
to sell GN ReSound and the audiologic diagnostics business and thus contribute to the
necessary industry consolidation. The Board is convinced that the DKK 15.5 billion fselling

price provides a much greater return to our shareholders than what we would realistically

be able to generate by owning and operating the business operations ourselves. Tﬁle
selling [’3rice was better than we and many others had imagined it would be, and, inffact.
any parameter we looked at indicated that a sale to Phonak would be the best solu?t_ion.
We got|the highest price in a process that had several competing bidders. We help"%ed
create the world's largest hearing instrument manufacturer. And in Phonak, we fouflfld a
fine new owner that will carry on the best of GN ReSound and GN Otometrics. '
I
) think we can all be pleased that GN bought five businesses for DKK 6 billion and l;
developed them, so a few years later they could be resold for DKK 15.5 billion. Thefnit is
quite simply good business. ;

!
The Headsets Business }
After the sale, we can now concentrate entirely on our promising headsets businés:e.. GN
holds alstrong position on the global headsets markets, and market growth forecasts are

encouraging, so overall, we have a good hand to play. :

But befare we look forward, let me just comment on our 2006 performance: to be frank, it
was not good. Qur headsets business failed to meet the targets we set before the '

beginning of the year.
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Our headset revenue fell by more than DKK 100 million to DKK 3.4 billion, due fo \':Iveaker
sales cf mobile headsets and the fact that we had trouble with our US sales chann'gl Hello
Direct.

Hello Liirect’s problems had a severe impact on our earnings. As we explained after the
seconc| and third quarters, we had to take substantial writedowns as a result of Heﬂo
Direct’s; try’n’buy campaigns, and unfortunately that left a distinct mark on our operating
profit. |

EBITA was a loss of DKK 120 million. When adjusted for non-recurring items, i.e. the
writedowns related to the Hello Direct campaigns, inventory writedowns and severance
payments, we had an operating profit of DKK 70 million.

In spité of the poor numbers, we certainly also had some bright spots. We generated
improvements all through the year on the most attractive CC&0O markets, especially in
Europe;. On the low-penetration office market, in particular, we are seeing more and more
demand for wireless products. Earnings from the sale of headsets for offices and contact
centers'were in line with our 2005 performance. A second bright spot was that our fourth-
quarter|performance was fully in line with expectations after we had isolated our problems

in the s2cond and third quarters.

A third inright spot was innovation. Qur revenue is driven very much by our ability to
launch hew products, and the ability to innovate has always been an extremely strolng
driving ;’orce at GN. Our 200 people working on development in Denmark and in China are
busy. L;ast year, GN launched 20 new headsets, which won a total of more than 30
awards and other kinds of recognition. As much as 60% of our revenue is from products
that have been on the market for less than two years. In mobile headsets, the
correspé:onding rate is as high as 90%.

This p0\l~erful driving force of technology innovation will be our bread and butter as a
dedicatied headset manufacturer. However, we must become better at bringing the
product; to market, and we must do it in a more efficient and profitable way. I will get back
to that shortly.

First, Iei~ me finish with the accounts for 2006. | have already mentioned a couple of key

financial items: our revenue and EBITA. Overall, our continuing operations in the headsets

i "
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and Telegraph Company businesses generated a DKK 55 million loss. Fonunately;j that
loss was offset by DKK 403 million in income from what we call discontinuing operéitions,
which consists mainly of hearing instruments and audiologic diagnostics equipment.

This produced a profit for GN of DKK 348 miillion. The profit from the sale of GN RéSound
is not included in that figure because it won’t be recognized until the transaction has been
finalized. i

. y

GN has no share option plans or incentive programs for its Supervisory Board, andﬂ?we
receive! no bonus for the multibillion-kroner sale of GN ReSound. Nor should we. But we
should be paid for time spent, and as you can imagine, quite a number of hours wéfnt into
the prozess before and during the sale of GN ReSound, The Board met 17 times, a's
compaled to the standard of six annual meetings. Furthermore, as Chairman, | was also
otherwise deeply involved in the process, as were several of my Board colleagues
Membe.rs of the Supervisory Board will receive the usual remuneration for 20086, A? this
paint, | would also like to tell you the Board intends to propose to the next annual gléneral
meeting that all Board members be paid extra remuneration as compensation for the
many nlweetings and the many hours they devoted to the strategic process that con?;iuded
with the: sale of GN ReSound. The extra remuneration will not be paid until the sale of GN

ReSound has been finalized, i.e. later this year.

At that general meeting, the Board will recommend that the Chairman receive an a:!inount
equal tl[) twice the ordinary remuneration for the extra work related to the sale, The,Deputy
Chairman and the other Board members would receive an amount equal to their orfhinary
remuneration. But let's finalize the sale of GN ReSound first. We've given plenty of
notice. 4 N

The Supervisory Board recommends that no dividends be paid in respect of the financial
! )
year. The reason is that, at the extraordinary general meeting held in January, our:,

shareholders authorized the Board to reduce share capital by a nominal value of just over
DKK 625 million as soon as possible after the sale of GN ReSound has been ﬁnali%ed.
We willlreduce the share capital by lowering the nominal value of each GN share from
DKK 4 to DKK 1, and that way we will return DK 12.4 billion to the shareholders. | \;yould
like to 1epeat that this will take place as socn as possible after the sale is finalized. That
was in ]fact the reason why we held the extraordinary general meetlng sSQ we can be

ready t> distribute the money as soon as possible. "
W — - .- - - - C e L e we I . e - PR RN PR — e e e
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| };
That wey, most of the proceeds from the sale of GN ReSound will be returned to the

shareholders, and it wili probably be one of the biggest single distributions ever seen from
a Danish company. But that is not all. Once we know the final proceeds from the séie of
GN Req ound, we will also be able to buy back shares to the extent that GN will have
sufficient capital to redeem its debt and, in popular terms, have DKK 1 billion left in ltS
pocket. ii

The Bourd and the Executive believe that DKK 1 billion is an appropriate amount fol'f GN
to have as working capital going forward. DKK 1 billion provides sufficient flexibility fémd
sufficient strength to meet the challenges that lie ahead, and it removes any doubts our
key customers and business partners may have with respect to GN's financial stteqéth in
relation to long-term agreements and alliances, for example. Should our ¢ash fundsf
exceed the DKK 1 billion mark, the Board will see to it that any excess capital is returned
to the shareholders as quickly as possible. Most likely, this will be effected through §hare
buybacks, because from a tax aspect, that is the best way for many of our owners té take
home funds from their investments. “

5

Speaking of buybacks, allow me to mention that GN also bought back shares for DKK 400
million in 2006. And at the extraordinary general meeting in Jaﬁuary, our shareholdérs
resolved to write down the share capital by a nominat amount of DKK 21.6 milfion, i
corresponding to the 5.4 million shares we bought during the process. The share ca;fpital
will be vrritten down after a three-month claims filing périod. g

i
Donaticn to the GN Store Nord Foundation '
For today's meeting, the Supervisory Board proposed that GN make a DKK 50 millii?n

donation to the GN Store Nord Foundation. The proposal was subject io the sale of GN

"

ReSound being finalized. "

If you will allow me to be philosophical for a minute, we made the proposal because we
wanted to help ensure that Denmark as a nation can continue to produce technology
innovation, which is of course something that has been vital to our business througﬁ'out
GN's hisi.tory-. The objects of the Foundation are to support scientific, technical, national,
non-prolﬁt and humane purposes and the return on DKK 50 million in tied-up fundsl\yould
put the I-oundation in a position to really increase its support to causes that benefit {?ur
society.|That way, GN would be able to give something back to the society GN is a part of,
in particular to the field of engineering. However, we've received a number of reactiéns

- - - - . e e . . - - e . - A - -
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from shareholders who did not support the idea, so the Supervisory Board has withdrawn
the proposal. )

I
u

GN’s Strategy Going Forward H

As | have already said a few times, GN has a rich tradition for creating products fe_eélturing
innovatjve technology, the blockbusters of tomorrow. Given the substantial growth -
generaled by the headsets business in recent years, we have not been able to sufﬁ‘ciently
adapt our processes and structures so they provide optimum su'pport for GN in its ;Sosition
as tech.nology leader. As a result, products that should have been blockbusters were not

broughi; to market in the right way. i
I

We can see that from our results last year, and we are currently working hard to rel:nedy

the situation. P
I

As a dedicated headsets business, we need to bring in new skills. In appointing Toon
Bouten as our new CEQ, we have attracted an international capacity to GN: an '
experienced executive with in-depth knowledge of the global consumer electronics’

markets and a dynamic leader with the drive we need to expand GN's leading position.

| will introduce Toon Bouten to you in a minute, but first let me turn to our Superviséry
Board. The membership of the Board should, of course, also reflect the fact that GN is
changirg its profile and becoming a dedicated consumer electronics business. The Board
has defined the profiles that GN needs on its Supervisory Board in the future, and we
have presented those profiles to an executive search firm asking them to look for ‘f
candidaites abroad as well. As a result, we are recommending three candidates with

international experience who have a great deal to contribute to our business. "

René Svendsen-Tune is CEO of Teleca, a world-leading listed consulting company with
more than 3,500 employees in 17 countries. He possesses an extensive understanding of
global key account sales and marketing organizations selling to telecoms operators as

4
well as unique insight into mobile handset technologies from the active role he played in
the successful globalization of Nokia. :
i
Bill Hoover is an American, but lives in Denmark. He is Director at McKinsey &

I
Company’'s Scandinavian office. Over the years, his clients have included a leading, global

telecom) equipment vendor, and he has a long track record in leading large-scale

1

GN Store Mord A/S Lautrupbjerg 7 Tel.: +454575 0000 WWW,GNL.COM Co. Reg. No. 24257843
PO, Box 54 Fax: +45 457500 04 infodqn.com
DK-2750 Ballerup

= F =




i

@idi i | Pageéaoful

. It
transformation and optimization projects at a global level. In particular, he has in-dqpth
understanding of China and Asia and a lot of experience in supply chain and opera:t:ions in

consumer electronics and technology. i

Mike van der Wallen is Dutch and managing director of IM: Inspiring Management;,j a
comparyy that provides executive coaching services to the leadership of multination:al
compar ies. He also has a background in the industry to which we sell our headsetr:, the
mobile phone industry. He is a former corporate vice president of Sony-Ericsson an;i was
one of the key forces in forming the joint venture between Ericsson and Sony. He al:so has
a lot to offer in terms of international consumer electronics marketing and product Ilfe
cycle management skills. '

| am ceitain that the shareholders represented at today's meeting can see the road:twe
intend t> take by proposing these candidates for the Board. They will bring streng j
internat!onal_ skills to GN in terms of consumer electronics, marketing of technologyf;
products, supply chain, product life cycle management and, last but not léast. ,;
restructuring and optimizing skills. These are all core skills that are consistent with é‘he
most important focal areas that we at GN have defined as part of implementing our new
strategy! plan. i

i
Three new people to replace three who are leaving us. | would like to thank the Boel:rd
members who are resigning today for their work and dedication towards GN As deputy
chairmzin, Finn Junge-Jensen has made an important contribution, and Asger Dom}no and
Per Harkjaar have also put in a lot of work on the Board. Thank you all very much. If the
proposed candidates are elected, | can tell you that the Board intends to appoint mlé as
Chairman and Lise Kingo, executive vice president of Novo Nordisk, as Deputy Cha:;irman.

)
And speaking of our management team, our former CEO Jorn Kildegaard announc&d last
year, as you already know, that if GN ReSound was to be sold, he would want to resign
from his position because it would signify a material change to the nature of hisjob;‘l
would like to thank Jern for the huge amount of work he put into his 13 years with GN.
Also, | u]vould like to thank Jesper Mailind of GN ReSound, who resigned from GN’ s
Executive Management in October. He deserves a great deal of credit for his work to
create the business we recently sold for DKK 15.5 billion. Jesper remains in chargeiof that

business,

—~ - 3 e e . . .- R S e
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GN'’s new Executive Management consists of Toon Bouten and executive vice preé:ident

Jens Due Olsen. .

il
Toon Bauten is a new face to you, so let me first introduce him. You'll meet him in just a

few mirjutes. He is 48 years old and was previously executive vice president of Phii;ips
Consurner Electronics in charge of the Consumer Electronics division for the EMEA
region. iThis division represents a large proportion of Philips’ Consumer Elet:tr()nicspi
operations and generates EUR 10 billion in revenue. In appointing Toon Bouten, thé
Supervisory Board took into account the noteworthy results he has achieved in ;’
internaiional groups focusing on consumer electronics and technology, as well as his
experié nce as a CEQ of listed companies. The Supervisory Board also believes th?t his

managzment style and dynamism will be a great asset to GN. b
And letius now turn to GN's strategy for the future. .- . f

We want the strategy to help us find the best way to capitalize on GN's traditional
strengths combined with the sharp and focused approach on customers and opera:tions
that Toon Bouten brings to GN. We aim to use our technological expertise to produ‘ce
blockbiister products fast and efficiently. In other words, to turn it into what is the guiding

principﬁe to the Supervisory Board: creating value for our shareholders.

. I
I've now worked closely together with Toon Bouten for five months, and during thqt period,

I have been confirmed in my belief that the Supervisory Board made the right choifl:e when
we decided to look to the south to find a new CEQ. Toon Bouten is the right person to be

in charge of the changes GN will be going through.

!t

f

Toon Bouten will now review GN’s future strategy with you. He understands Danish, but
doesn't speak it well enough yet, so he will address you in English. As an addition;all help,
we placed a Danish translation of his speech on your seats before the meeting began

today.|The floor is yours, Toon. : )
Thankiyou, Mogens Hugo.

Ladies: and gentlemen.

B ——— . — . - Lo o S
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GN is an exiting company operating in a fast and very dynamic market. It is a pleashre
and a gr2at honor for me to have the opportunity to take GN to the next level. GN holds a
L

great position as the world leading headset company.

"

During my first few months with GN, | visited most of the GN organizations across tﬁ:e
world and I have spoken to many of our employees and to our main customers. We have
great ex: sertise and talent in our organization, which gives us a strong foundation fon

successiul future.

‘ot
M
i

| am very pleased to give you a brief outline of what we envisage will be the way forward
] .
for GN Sitore Nord. »

I
!\
GN operates in the headset market for contact centers, offices and Bluetooth moblle

phones. A three-year forecast for this very dynamic market calls for strong overall growth

to an estimated DKK 24 billion in 2010. g

K

GN is stiongly positioned in this market and holds a global share of approximately 35% of
il

the contact center and office (CC&O0) business and a 25% share of the Bluetooth mobile

phone headsets business. We are more than twice as large as the number two player in

ﬁ
the latter dynamic market.

!:
We have to make sure that we continue to leverage this strongly growing ma}ket ina

profitable way and that we expand our leading position. |
I

GN has a very good track record in the CC&QO and mobile businesses. The disappo'ifnting
results for 2006 should not paralyze GN, but it is a wake-up call reminding us that wre
have to make a number of changes in order to get back on track towards proﬁtab!e
growth r?

We hav: a great company with strong skills in R&D, sales and marketing, with the vaell
establis1{"|ed Jabra brand and with a strong distribution network in more than 70 courfytries.
Our cusjtomérs have great respect for our products and services and we need to Ie\.:rerage
this. ! I

However, we also need to be realistic and the feedback we get from our customers and
from ou; own analyses tells us that there are a number of challenges we need to .

overcome. We need a stronger business and market focus in our organization. Qur:;

Tt

: H
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activities need to become world-class in terms of operational excellence and we need to

achieve: higher productivity throughout our organization. _ u

We need to build a sustainable future for GN with the goal of extending our lead in the
fast-growing headset market, not only in terms of market share, but especially also; in
terms cf our skills sets, technology and leadership recognition. This, of course, is qﬁly

relevant if we ensure competitive profitability and an attractive return on capital embloyed.
The focus for this year - 2007 — is entirely on reengineering and restructuring the it
business to build a scalable model. We need to solve the main challenges so that we

enable GN to build up a sustainable business. k

1
i

Our thrze focus areas are: N

1. building a market-oriented organization with a strong P&L focus and simple:
processes. '

ft

1
2. Build world-class operational excellence in all aspects of the business, but .
lespecially in the supply chain. '

3. Increase the productivity of our organization in order to increase profitability,

efficiency and effectiveness.

i L
Execution is the key success factor. In the fourth quarter of this year and throughmdt 2008
we will then be able to accelerate the business to profitable growth, and once this |§ on
track we can lock at new attractive products andfor market segments. i

d
GN needs to become more market-oriented. For this reason, we have set up four ',‘I
business streams: Contact Center, Office, Premier Mobile and Mainstream Mobile. Each
business stream focuses on a specific product/market combination with a distinct fi nanmal

model .and with full P&L responsibility.

Already in December of last year, we introduced this new structure together with a 'ﬁew
flat management structure to obtain a more operationally focused management team with
greater|transparency towards the business. This enables GN to have the fast decis:ion-
making! processes needed to operate in the great dynamics of the volume electronics

v
i

industry. !

A

Let me take you briefly through the four business streams: .

=
f
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1. The Contact Center business is growing by only 2-4% annually with very hlgh mid-
’0% profit margins. This market is served by tens of thousands of small value-
added resellers and thus has high entry barriers. |

2. 'I|'he Office business is growing fast in value terms, by 10-20%, and has gooq
profitability in the mid-teen percentages. The top-end enterprise office markét is
Izd by companies like Cisco, Avaya, Nortel, etc. Today, this market primarily:i
consists of proprietary IP telephony solutions — and high engineering skills a're
needed to guarantee interoperability. The bottom end of the office headset market
||> changing very fast from a distribution and technology perspective. Thereftire

this market is growing even faster, but with lower profit margins.
R
3. The Premier Mobile market is currently growing by 30%, but profit margins are
évnly in the mid-single digits due to high development and marketing cost.
However, this business is also leveraged in the Office and the Mainstream Moblle
busmesses

| 4. The Mainstream Mobile business covers the fastest growing market — currerstly up
: tula 40%. This business includes both the entry-level Jabra business as well as our
OEM business. Profit margins are only a few percent, but like in the consum'é,-r
etectronics and the PC industries we need to work towards zero or negative |1
viorking capital. Achieving that in this business would give us an almost unlimited
raturn on invested capital. I
The maj‘or improvement in operational excellence needs to be achieved in the globa'l
supply chain. Today, GN outsources 85% of its productlon but in the future, we will go for

.i
a full ouisourcing model.

Also, the number of suppliers will be reduced by 60% to one main partner and a feu[
subcontiactors. The main partner will not just handle much of our manufacturing, they will
also manage the physical distribution and the postponement centers. The effect of this will
be a sutstantial reduction in our working capital due to lower inventories, a major colst
reduction, less obsolescence cost and better customer service levels. Also, the costjﬁbase
in GN will be more variable and hence scalable, both up and down, which will reducé the

risk of major losses even if revenues decline after a period with high activity.

el e el e e o, s
j
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As the last of our focus areas, GN will improve productivity in all operations. We need to

increas? our salesfrevenue ratios. : {
1. ‘Our headcount will be reduced by 40% over the coming 18 months from 1800 to

fewer than 1100. Most redundancies will be made in China, in the supply chain.

i

2. 'We need to generate more sales relative to the number of products we have and

relative to our R&D investments. To achieve that, we will go for platform
;ievelopment and shorter development cycles. - '
! it

3. fl’he number of suppliers will be reduced by 60% and the contract with the niain
;éupplier will be in place before the end of the next quarter, enabling us to ha_:ve the
jpostponement center for EMEA up and running in August this year. b

4. Ourrecently installed global key account management organization will have a

greater focus on our large key customers.
¥

5. 1Jue to a major reduction in working capital and operating expenses, our salés
ratios will improve dramatically. As early as in the fourth quarter of last year &e
wvere able to lower our working capital by 30%. }

By executing the reengineering process in 2007 and starting to accelerate our salesllfat the

end of this year and throughout 2008 we can look at new business areas from 20091;

onwards. In this scenario, | am confident that GN has a bright future. I
Thank yau for your attention. i

Thank you, Toon.

We must take good care of the key individuals and management staff we need in orﬁer to
develop‘GN and make our company a success. For that reason, the Board is askingffor
an autharization to issue share options for a nominal vaiue of DKK € million over the next
12 montps. I'm going to give you more details on this proposal when we get to that item
on the ajenda. . ' ‘

i
.
————— — - e - - e - -
'
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2007 will be a year of change for GN, or perhaps rather the beginning of a new era; On
the one|hand, we will work to complete the separation of our hearing instrument business
and finzllize the sale to Phonak. On the other hand, we will also be implementing thf(:-:- plan
Toon Bouten just explained to you. "

I:

On the financial side, we expect that revenue from our continuing operations will improve

by about 10% to around DKK 3.7 billion, driven by double-digit growth in mobile he:é\dsets
I

i i}
We pro/ect operating profit, EBITA, of DKK 150-17%& million net of non-recurring iteljhs, as

and headsets for offices and contact centers.

comparfed with DKK 70 million last year, also net of non-recurring items. To this should be
added costs of DKK 50-100 million for restructuring the business and positioning it for
profitable growth. I

.

Until the sale is finalized — which is expected to happen halfway though the year — we
expect Ithe discontinuing operations in GN ReSound and GN Otometrics to contribd;te DKK
150-201} million, and when the sale is finalized we will be able to recognize a profit of at
least DIKK 10 billion, as already mentioned. )

That was a short version of how we expect 2007 to unfold. Let me emphasize once again
that 2017 will be a year of change and a great many initiatives that may have a temporary
impact on our earnings, but which in the long-term will contribute to improvements trln GN.
We expect to finish restructuring the company by the end of the year, and as you cI:;am see,
we expect to at least double our earnings to DKK 150-175 million before non-recurring
items, 'in spite of the changes to be made. When the year is over, we very much exibect to

be approaching 2008 as a year of stronger earnings growth with better earnings mérgins.

Thank you for your attention, and let me also thank the company's employees for the

| : ,
considerable readiness to change they have shown during the past year. 4

- = o e e . - e U

| .
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March 21, 2007 _ y

ANNOUNCEMENT NO: 11

Annual General Meeting 2007 — GN Store Nord A/S ,,.

As announced earlier, GN Store Nord held its Annual General Meeting (AGM) today.

+
I

The Chairman’s Report was adopted and both the Annual Report and the Supervnsory
Board's!recommendation that dividends not be distributed were approved. \
In addmon the resolution proposed by the Supervisory Board for an authorization to let
the Company acquire own share capital was approved. The resolutions proposed by the
Superwsory Board to amend the articles of association were approved. The amendments
to the articles of association concern share options and shares to be issued to employees
a share)capltal reduction by a nominal value of DKK 625,080,789, appointing a new
registrar and introducing electronic communication. However, the proposal to introduce
etectrorhc communication was changed to the effect that the existing provision under
which notlce in writing is submitted to every registered shareholder of the Company who
has so requested was maintained. i

it
The resolution proposed by the Supervisory Board to make a donation of DKK 50 million
to the GiN Store Nord Foundation was withdrawn. o

The nominated candidates for the Supervisory Board Mogens Hugo Jergensen, Jca'rgen
Bardenﬂeth and Lise Kingo were re-elected by the AGM. René Svendsen-Tune, William
E. Hoouer Jr. and Mike R. van der Wallen were elected as new board members.

!I
KPMG C.Jespersen was re-appointed as the Company’s auditor. '

At the followmg constituting board meeting Mogens Hugo Jergensen was elected
Chairman and Lise Kingo was elected Deputy Chairman.

Please' refer to the agenda on pages 2-4.

For further information, please contact:

Toon Eouten. Jens Due Olsen t
President & CEO Executive Vice President & CFO .
GN Store Nord A/S GN Store Nord A/S 5;
Tel.; +45 457500 00 Tel.; +45 45 75 00 00 7 |
| o
h
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a) To receive a report on the activities of the Company g

)

b) To rI:-,\ceive a presentation of the audited Annval Report for adoption and to vote on a
A

resolution for the ratification of the acts of the Supervisory Board and the Efecutive

Management : i

. if

c} To consider a proposal as to the distribution of the profit for the year, including the

| declaration of any dividends, or as to the covering of any loss.

| d) To consider proposals by the Supervisory Board
] Fl
(iy |Supervisory Board proposal to authorize the Board to acquire treasury shafes

(i) [Supervisory Board proposal on the authorization to issue share options and shares
{to employees upon amendment of Article 4(4)-(6) of the Articles of Assdciation.
According to the proposed amendment, the amount for which share optib’ns may
|be issued will be DKK 6,000,000 nominal value, and the new authorizaiftion will

|remain in force for a period of one year.

(iii} Supervisory Board proposal to authorize the amendment of Article 4(5)-(6) as a
result of the rescolution to reduce the share capital by a nominal value'of DKK
1625,080,789. '

i
| Supervisory Board proposal to appoint a new registrar by amending Article 5 (3).

_ .
(v) |Supervisory Board proposal to introduce electronic communication by amending

Aricles 8, 9, 10, 11 and 13 and by the insertion of a new Article 26. Pursuant to
| section 73(5) of the Danish Public Companies Act, the notice to convene the

—
<
S X

!general meeting must contain the full wording of such proposals to aménd the

Articles of Assaciation. )

‘ !
Article 8(1) is amended to read as follows: I
}

| “General meetings in the Company shall be convened by the Supervisory Board
and shall be held in the Capital Region. Notice to convene a general meeting shall
| be given electronically not more than four and not less than two weeks pribr to the

| date of the meeting on the Company's wehsite www.gn.com, in the 5omputer

t information system of the Danish Commerce and Companies Agency;; and by

- - U U VO . -

;
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GN Store

}

'

notice to the employees on the Company’'s Intranet. Notice to convene an

=xtraordinary general meeting will also be announced in cne or more'Danish

national daily newspapers. In addition, notice to convene a general meetin% of the
Company will be given by e-mail, cf. section 26, to any registered shareholc'jer who
nas provided an e-mail address and has requested to be so notified. Regaraless of
2 shareholder providing an e-mail address, the Company may elect at anytltime to

sonvene a general meeting by ordinary mail.”
Article 9(1) is amended to read as follows:

"The Annual General Meeting of shareholders shall be held every ye_ai;; in the
imonths of March or April.”

Article 10(1), second sentence, is amended to read as follows: "

1

An announcement specifying the date, hour and place of such new meetiliig shall

be published on the Company's website, www.gn.com, on or before the day
preceding the said meeting. The announcement shall also state the businesf;'s to be
transacted at the meeting.”

| 1

Article 11(2), first sentence, is amended to read as follows:

“Any shareholder shall be entitled to attend a general meeting if he has red’uested
to receive an admission card from the Company’s registrar not later than ﬁvé days
prior to the general meeting or has requested to receive an admissiolfn card
clectronically in accordance with the procedure set out on the Company’s v&ebsite,

www.gn.com.”
Article 13(2) is amended to read as follows:

iThe annual report shall be made public on the Company’s website, www.g'fn.com,
ot later than eight days before the general meeting.”
' |
I
The following wording will be inserted as a new section VI of the Artifc:les of

Association:
VI:Electronic communication I

Article 26 4

|

ord A/S Lautrupbjerg 7 Tel.: +45 45 75 00 00 WWwW.QMLCom
PO, Box 94 Fax: +4% 457500 0Y infol@gn.com
DK-2750 Ballerup !




1! a Pag!;e 40f4
I:GO:@ i
{1). The Company makes use of electronic document exchange and el'éctronic
mail (electronic communication) in its communications with shareho!d':éars, cf.
section 65(b) of the Danish Public Companies Act. The Company may at any time
;elect also to communicate by ordinary mail. i
(2). The Company may use electronic communication for all announcements and
;documents that pursuant to the Company’s Articles of Association, the’fDanish
'Public Companies Act as well as stock exchange legislation and regulatiops must
lbe exchanged between the Company and the shareholders, including, by example,
notices to convene annual or extracrdinary general meetings along with agendas
and full wordings of proposed resolutions, proxies, interim reports, annual reports
stock exchange announcements, financial calendar and prospectuses, as well as
general information from the Company to the shareholders. Such documents and
:amnouncements will be posted on the Company's website, www.gn.co}n, and
forwarded to shareholders by e-mail to the extent required. ":

{3). Information about system requirements and other technical requwements and
I

about the procedure for the publication of announcements to the Companys
shareholders and electronic communications with the Company will be posted on

the Company's website www.gn.com.” If

{(vi) :Supervisory Board proposal to appoint only one auditor by amending Articles 9, 15

and 25. !
II

(vii) Supervisory Board proposal for the shareholders in general meeting to authorize
1ihe Supervisory Board to make a donation of DKK 50 million to the GN StoEe Nord
I~oundation. The authorization is subject to the Company's Supervisoryq Board

astablishing that the agreement made by the Company for the sale of GN

ReSound to Phonak has been finally completed as assumed. .f
.
e) To elect members to the Supervisory Board )

N

|t
f) To appoint one or more state-authorized public accountants to serve as independent
auditors until the Company’s next Annual General Meeting.

g) Any other business. b

F T e, f— = - P . e e a0 e i: . -
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March 23, 2007

ANNOUNCEMENT NO: 12

Sale of GN ReSound to Phonak Holding AG — Update on

Approval by German Competition Authorities

l

On Octlober 2, 2006 GN signed an agreement to sell GN ReSound to Phonak for a total
consideration of DKK 15.5 billion in cash on a debt and cash free basis. The agreeiment is
subjectito approval by the competition authormes in a number of countries. i

As pre\.llously announced Phonak has received all of the required competition authorlty
approvils except the one from the German Federal Cartel Office (Bundeskartellamt)

In a statement of objections received by GN yesterday evening the German Federal
Cartel Ofﬁce expresses competition related concerns regarding the proposed transactlon
which could lead to a prohibition.

k
The German Federal Cartel Office claims that the acquisition of GN ReSound by Phonak
will result in an oligopoly {collective market dominance) in the German hearing aid market.
GN is surprrsed by the objections communicated by the authorities and believes that
competition in the German market has been and will remain intense. b
The sta‘tement of objections is not a final decision and the German Federal Cartel Office
will mal(e its final decision in April. With a market share of approx. 8% of the German
heannc instrument market and with less than 5% of GN's hearing instrument revenues
genera: ied in Germany, GN will continue its efforts to identify measures to close the
transactlon

;
For further information, please contact; . ) ,

b

Jens Dlue Olsen Jens Bille Bergholdt ‘
Executive Vice President & CFO VP Investor Relations .
b
GN Stcre Nord A/S GN Store Nord A/S "
Tel.. +¢5 4575 00 00 Tel.: +45457502 70 K
* END

j
| L
. h

GN Store Nord A/S Lautrupbjerg 7 Tel.: +45 457500 00 WWW.gn.com Co. Reg. No. 24257843
P.O. Box 99 Fax: +45 45750009 info@gn.com .
DK-2750 Ballerup ‘
i




