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3.4.2007

JMR/amp
To our shareholders
Notice is hereby given of the annual general meeting of Dalhoff Larsen & Horneman A/S, to be held on
Wednesday, 18 April 2007, at 3 p.m.
at the Quality Hotel Høje Taastrup, Carl Gustavs Gade 1, DK-2630 Taastrup.
Agenda:
1.
Presentation of the audited annual report for approval.
2.
Decision regarding the application of profits or the covering of losses with reference to the approved annual report.
3.
Election of supervisory board members.

Board member Uffe Steen Mathiesen is not up for re-election. The remaining members of the supervisory board are up for election and have been nominated for re-election. In addition, the supervisory board proposes Aksel Lauesgaard Nissen (aged 62) for election to the board. As the former chief executive officer of DLF-Trifolium A/S Aksel Lauesgaard Nissen has broad experience of international trade and product branding. Other positions of trust held by Aksel Lauesgaard Nissen are a board membership of BRFkredit a/s and member​ship of the committee of shareholders in Tryg s.m.b.a. 
4.
Election of auditor.

The supervisory board proposes that the firm of State Authorised Public Accountants KPMG C.JESPERSEN be re-elected.
5.
Proposals submitted.

A. That the supervisory board be authorised as follows:

“The annual general meeting authorises the supervisory board – until the next annual general meeting - to allow the company to acquire its own Class B shares up to a limit of a total face value of 10% of the company’s Class B share capital, see article 48 of the Danish Companies Act. The payment may diverge from the listed price applicable at the time of acquisition by up to 10%.”

B: The supervisory board proposes the following amendments to the articles of
                   association.

Sub-article 4.15 – a provision concerning the authorised registrar - "The company register is kept by AktiebogDanmark, Kongevejen 118, DK-2840 Holte, which the supervisory board has appointed as registrar on behalf on the company."
That sub-article 7.1 be amended from “... through an announcement in at least one national newspaper...” to ”...through an announcement in the computer information system of the Danish Commerce and Companies Agency...”

That sub-article 7.3 be amended from “annual general meetings shall be held in the County of Copenhagen or in the City of Copenhagen.” to” annual general meetings shall be held in the Capital Region of Denmark.”
 C:
Authorisation: Furthermore, the supervisory board proposes that the chairman of the meeting be authorised to notify the Danish Commerce and Companies Agency of the business conducted at the general meeting and to make such changes or additions to the resolutions passed at the general meeting as may be required by the Danish Commerce and Companies Agency in connection with the registration of the changes adopted.

D: The environmental organisation Nepenthes has sent in the following proposal:
a) Resolution proposal concerning legal timber: 

By the year 2010 Dalhoff Larsen & Horneman A/S will have taken precautions to prevent all trading in illegally logged timber. In order to attain the said goal, by the year 2010, the company will only be trading in timber which is accompanied by documentation of legality and origin, verified by a credible third party. As regards trade in timber which has been logged in Western Europe or North America, credible documentation of origin is deemed to also constitute credible documentation of legality. 

The motivation for the proposal is given in Annex 1.

The supervisory board is not able to recommend the proposal which is identical with the proposal presented by Nepenthes to the general meeting in 2006. The supervisory board presents the following proposal instead:
b) Proposal for legal and sustainable timber: 
As one of its objectives, Dalhoff Larsen & Horneman A/S intends to obtain independent verification to ensure the legality of timber or manufactured goods traded in countries or regions where legality is not fully assured by the authorities. 

It will also be one of Dalhoff Larsen & Horneman’s objectives to become the world’s leading supplier of certified tropical hardwoods, by which both legality and sustainability will be ensured.
The motivation for the proposal is given in Annex 2.
E. The environmental organisation Nepenthes has sent in the following proposal:
As from 2007 Dalhoff Larsen & Horneman A/S will reduce the purchase of timber from Burma (Myanmar) by 25% every year relative to the 2006-level with a view to phasing out purchases of timber logged in Burma by the year 2010. 


The motivation for the proposal is given in Annex 1.

The supervisory board is not able to recommend the proposal as the management of Dalhoff Larsen & Horneman has already reached a decision on gradual phasing out and final discontinuation of purchases of timber from Burma by the year 2011.

The motivation for the recommendation is given in Annex 2.
F:
The environmental organisation Nepenthes has sent in the following proposal:
a)
Dalhoff Larsen & Horneman A/S will carry on its business in a manner that is in accordance with OECD’s Guidelines for Multinational Enterprises.
The motivation for the proposal is given in Annex 1.
b)
The supervisory board can accept the principles of the proposal, but presents the following amended proposal: 
Dalhoff Larsen & Horneman A/S will endeavour to carry on its business in a manner that is in accordance with OECD’s Guidelines for Multinational Enterprises.
The motivation for the proposal is given in Annex 2.
6.
Any other business. 

 
The agenda, the proposals in full and the audited annual report are available to shareholders for inspection from 3 April 2007 at the company head office, Skagensgade 66, DK-2630 Taastrup.

Admission cards and ballot papers will be supplied on application via our website www.dlh-group.dk. Alternatively, admission cards and ballot papers will be supplied from Aktiebog Danmark by submission of the registration form in the enclosed envelope or by fax +45 4546 0998. Finally, admission cards and ballot papers will be supplied from the company office against quotation of the name registered in the register of shareholders or presentation of the VP statement of account or statement of the custody account and reference to the shareholder’s name and address, see article 10.1 of the articles of association. 
Documents will be supplied in the period from 9 a.m. on Tuesday, 3 April 2007 until 4 p.m. on Tuesday, 17 April 2007. 

For your information interpreters will be present at the general meeting for interpretation between English and Danish.
Yours faithfully
The Directors
Enclosures.
Annex 1
From the environmental organisation Nepenthes
Background document to items 5, D-a, 5, E and 5, F on the agenda:
 

5. D-a Resolution proposal concerning legal timber
By the year 2010 Dalhoff Larsen & Horneman will have taken precautions to prevent all trading in illegally logged timber. In order to attain the said goal by the year 2010, the company will only be trading in timber which is accompanied by documentation of legality and origin, verified by a credible third party. As regards trade in timber which has been logged in Western Europe or North America, credible documentation of origin is deemed to also constitute credible documentation of legality.
Background on the resolution proposal concerning legal timber
DLH writes in its environmental policy from 2004:
”The next step towards sustainable forestry is to verify the legality of the timber, normally by an independent third party, but it is still too soon to set up goals and deadlines regarding this.”¹
This year it is 15 years since DLH’s first environmental policy was issued. Seen in the light of this it must be a realistic goal that by the year 2010, 18 years after the introduction of the environmental policy, DLH can at least verify that the timber supplied is of legal origin. In that connection it is worth noting that verified legality is not tantamount to sustainable forest management, however, as also pointed out by DLH, legality is a necessary first step in the direction of responsible forest management.
In 2006 DLH’s supervisory board opposed Nepenthes’ proposal for 100 % verified legality by 2010 referring to the fact that in some of the countries where DLH purchases timber,”…it may take longer”². The supervisory board also made a counter proposal that repeats the declaration of intent of ensuring legally logged timber, but does not state when this goal is to be reached.
Should the supervisory board still be of the opinion that it will not be possible to obtain verified legality by 2010, we ask the supervisory board to explain what ”longer” means and thereafter make another proposal for a deadline for all timber supplied by DLH being accompanied by verification of legal origin by a credible third party.
While DLH hesitates to introduce verification of legality, trade in illegal timber continues. Each year this trade leads to the loss of great natural values in the world’s rain forests. Even in forest areas that are designated national parks, the experience often is that the illegal destruction of forests continues.
Also the world’s poor people pay the price of the illegal harvesting. In 2006 the World Bank's assessment was that 90 % of the 1.2 billion people who are today living in extreme poverty are dependent on forest resources to survive. The World Bank pointed out that illegal timber harvesting threatens the foundations of existence of these people and that the illegal trade each year costs the world’s poorest countries around USD 15 billion in lost earnings.³
5. E Resolution proposal to discontinue purchasing timber from Burma
As from 2007 Dalhoff Larsen & Horneman A/S will reduce the purchase of timber from Burma (Myanmar) by 25% every year relative to the 2006-level with a view to phasing out purchases of timber logged in Burma by the year 2010.
Background on resolution proposal to discontinue purchasing timber from Burma
DLH writes in its basic values:
”We require our suppliers to take responsibility for ensuring adherence to the following ethical standards and, in DLH; we shall also live up to these requirements ourselves:
· Suppliers, who operate in conflict zones, have a special responsibility for not contributing to gross human rights violations
· Use of forced labour is not allowed”ª
DLH has for a number of years been aware of the critical circumstances prevailing in Burma, including the extensive use of forced labour and violations of human rights. DLH is also aware that it is well documented that in many instances these problems are inextricably linked with the country's timber industry. Thus, timber from Burma constitutes a separate problem in relation to the general debate as to whether Western enterprises should trade with the military junta of the country. Irrespective of whether DLH is for or against a boycott of Burma the supervisory board should approach the fact that timber directly constitutes a part of Burma’s problem.
In 2001 DLH took the consequence of the problematic conditions in Burma announcing that the company had decided to phase out trading with Burma over a ten-year period. In 2002 DLH decided to change its attitude and announced that the company would instead retain trading with Burma at the “2002-level”. With the acquisition of tt Timber Group in January 2006 the Group’s trading with Burma increased as tt Timber’s import of teak from Burma was taken over. During this period there have been no signs of an improvement of the conditions in Burma and there is nothing to indicate that the situation will improve within a foreseeable future. It is unrealistic to believe that DLH itself will be able to force the changes in the military dictatorship that the world community has in vain advocated for years or that by means of the Good Supplier Program the company will be able to control the dictatorship’s trade in timber.
Continuing purchasing timber from Burma is completely inconsistent with DLH’s basic values and against that background the company should discontinue such purchases. Should the supervisory board not be willing to implement this necessary measure it should at least be acknowledged that the statement in DLH's basic values to the effect that in connection with purchases of timber the company demands observance of human rights and demands that forced labour must not be used is directly untrue.
5. F Proposed resolution regarding OECD’s Guidelines for Multinational Enterprises
Dalhoff Larsen & Horneman A/S will carry on its business in a manner that is in accordance with OECD’s Guidelines for Multinational Enterprises.
Background on the proposal regarding OECD’s Guidelines for Multinational Enterprises
OECD’s Guidelines for Multinational Enterprises state the recommendations of the OECD countries on multinational enterprises carrying on business in the territories of the countries. The guidelines include, among other things, standards and principles in the fields of the environment and human rights.
The Danish version of the guidelines is available at the website: http://www.bm.dk/sw16340.asp
¹ Dalhoff Larsen & Horneman A/S, 2004. http://www.dlh-group.dk/danish.pdf
² http://www.dlh-group.dk/fondsbørs_indkald_generalforsamling2006_dk.pdf
³ World Bank, 2006. World Bank: Weak Forest Governance Costs USD 15 Billion A Year. Press Release No: 2007/86/SDN. 16 September 2006, Singapore.
http://web.worldbank.org/WBSITE/EXTERNAL/NEWS/0.contentMDK:21055716(pagePK:34370(piPK:34424(theSitePK:4607.00.html
ª http://www.dlh-group.com/en/index/dlh-group_home/dlh-vaerdigrundlag/dlh-etik.htm
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From the supervisory board of Dalhoff Larsen & Horneman A/S
Background document to items 5, D-b, 5, E and 5, F on the agenda:
 

5. D-b Proposal regarding legal and sustainable timber:
As one of its objectives, Dalhoff Larsen & Horneman A/S intends to obtain independent verification to ensure the legality of timber or manufactured goods traded in countries or regions where legality is not fully assured by the authorities. 
It will also be one of DLH’s objectives to become the world’s leading supplier of certified tropical hardwoods, by which both legality and sustainability will be ensured.
Motivation for the supervisory board’s proposal:
Basically the supervisory board agrees with Nepenthes that independent verification of legality of timber is necessary in regions or countries where the control of the authorities cannot fully be trusted.
In 2006 Nepenthes presented a proposal which is identical with Nepenthes’ proposal to the general meeting in 2007. In 2006 the general meeting instead adopted a proposal presented by DLH’s supervisory board regarding legal and sustainable timber which is in line with the supervisory board’s new proposal mentioned above. The only change in the new proposal is that DLH has in the meantime initiated the activities that the proposal resolution adopted presented to it in 2006.
Since this proposal resolution was adopted at the annual general meeting in 2006 DLH has- as part of the group’s Good Supplier Program – been very actively involved in implementing independent verification of legality – so-called VLO (Verification Legal Origin) – in countries in which there may be risk that illegal timber may find a way into the DLH supply chains. DLH has such VLO projects in Russia, Malaysia and Congo (Brazzaville) and in 2007 the start-up of similar projects in Indonesia, the Ivory Coast and Brazil has been planned.
These VLO systems are to be adapted to the situation in the individual countries or regions and the verification must above all be credible and must be performed by recognised, independent organisations. There is no single specific method of inspection for verification, and in many cases the systems for this have not yet been developed – while in many countries no entirely unambiguous definition of legal timber has yet been agreed upon. This means it is difficult to set an exact target date for when the process is to be completed. In some countries we expect that we can achieve the target sooner than 2010 as suggested by Nepenthes, while in other countries it may take longer. DLH is in agreement with Nepenthes, however, that in some countries independent verification is necessary.
In well-organised forest countries there are no problems with illegal timber and there is no need for independent verification of legality. Here DLH will focus on the purchase of certified timber.
As DLH has also set itself to become the world’s leading supplier of certified tropical hardwoods within 3-5 years the supervisory board wishes to emphasise with the resolution proposal the importance of both documented legality and sustainability.
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5. E Recommendation concerning Nephenthes’ resolution proposal to discontinue purchasing timber from Burma
The supervisory board is not able to recommend the proposal as the management of DLH has already reached a decision on gradual phasing out and final discontinuation of purchases of timber from Burma by the year 2011.
Motivation for the supervisory board’s recommendation
Since 2002 DLH has had a ceiling on the purchases from Burma.
At the 2006 annual general meeting DLH promised to investigate the possibilities of implementing DLH’s Good Supplier Program (GSP) in Burma. GSP is a supplier evaluation system comprising both the environment and human rights. In the autumn of 2006 DLH asked the consulting firm FORM International to investigate the possibilities of implementing GSP in Burma. FORM International concluded that environmental aspects did not give rise to any major problems but was unable to have the situation in relation to human rights clarified sufficiently. 

As a consequence of the fact that it will not be possible to implement GSP in Burma the management has therefore decided to phase out the purchases of teak from Burma via a linear reduction of the ceiling over 5 years starting in 2007 so that at the latest in 2011 DLH will discontinue all purchases of teak unless decisive changes occur as regards the possibility of implementing GSP in Burma.
5. F Proposed resolution regarding OECD’s Guidelines for Multinational Enterprises
The supervisory board can accept the principles of the proposal, but presents the following amended proposal: 
Dalhoff Larsen & Horneman A/S will endeavour to carry on its business in a manner that is in accordance with OECD’s Guidelines for Multinational Enterprises.
Motivation for the supervisory board’s proposal
DLH’s view is that DLH already observes these voluntary guidelines and that DLH’s current CSR activities are along these lines. 

In 2006 Nepenthes complained to the Danish ”OECD Contact Point” that DLH does not observe OECD’s guidelines. The matter has not been concluded, but Contact Point has so far made known that they do not wish to consider the complaints from Nepenthes. On the other hand, they will take the initiative in establishing a dialogue between DLH and Nepenthes concerning OECD’s guidelines and other environmental and ethical aspects. DLH is very interested in a dialogue with Nepenthes concerning these subjects, which DLH has often indicated.
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