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Large Vestas orflers for the Chinese marke :
|

Vestas has recelved orders for a total of 145|MW consisting of 50 units of the V80-2.0 MW
turbine and 53 units of the V52-850 kW turbine for two wind power projects in China.

| I
The orders have been placed by Longyuan Pingtan Wind Power Co., Ltd. and Huaneng
Shantou Wind Power Co. Ltd. respectively. Both companies are state-owned utilities and
developers and among the “big five” in China's électric power sector. The orders comprise
supply of turbmes as well as commissioning. Deh\)lery of the turbines will start in Q4 2006 and .
commissioning of the wind power plants is planned to take place during 2007. The projects
are located on the Islands Pingtan and Nanao located in the south-eastern province of
Fujian. | |

| !
"We are dehghted to enter into these contracts with Longyuan and Huaneng. The signing of
these contracts 'marks a major new mn’esz‘oneI in our ongoing strong relationship with
Longyuan and Huaneng, says Thorbjern N Rasmusser; President of Vestas Asia Pacific
A/S and continues: “/t is of utmost rmportance to our customers that they have highly
efficient and reliable wind turbines which are adapted to the specific site conditions.
Longyuan and Huaneng are experienced operators of wind power plants with a portfolio of
more than 500 and 350 MW respectively, so w'e afe very proud to be their preferred choice.”

1

The above orders do not affect the Vesta's Groups expectations for 2006, cf. Stock
exchange announcement No. 39/2006 of 24 August 2006.

Any questions may be addressed to Thorbjgrn N Rasmussen President of Vestas Asia
Pacific A/S, telephone +65 9660 6501 or'F'eter Wenzel Kruse, Vice President of
Communication al‘ IR at Vestas,Wind Systems iNS telephone +45 9730 0000,

Yours sincerely |
estas Win slr.ems PROCESSED
Vestas Wind Systems A/S I b

( Aoy 072805
Ditlev Engel {
President and CE‘O ;m%%?ﬁd

| |
| o0
| |

Address: Vestas Wind Systems NS Alsvej 21 - 8900 Randers - Denmark
Tel: +45 9730 0000 - Fax: +45 9730 0001 - E- mall |veslas@veslas.com + Web: www.vestas.com
! Bank: Nordea Bank Danmark ASS 2149 0651 117097

Company reg 0.: 10 40 37 82
Company reg. name: Vestas Wind Systems A/S
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"Our past performance does not aiter
the fact that, during the fillrst half
of 2006, our performance was consistent
with the plans we had made.”

"The quarterly performance figures
are only relevant because they
represent milestones on the road
to our overall goal.”

"We still have high ambitions,

and our sound performance in
the first half of 2006 certainly has not
made them less aspiring.”
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Illong-term go\,e'pl
follow-up | \

None of us doubt that The Will to Win strat gy
is the right way forward. We are confldent
about the future, but this optimism shouFd ot
fead anyone to believe that there won't|be posi-
tivé or negative fluctuations along the way,
bec:ause there will. | |
Vestas penerated second-quarter revenue of EL{R \'901. m.
This is an increase of 40 per cent over the )'eaf-e%lrlicr
period. Furthermore, the Group's EBIT impm\led from
a loss of EUR 53m in the second quarter of ]dst)cdr 10
a prot it of EUR 28m this year. |
| |
However, the most positive [actor 1s our gross profit
which rose from EUR 6m in the first half of 2000 Ly
EUR 150m in the first half of 2006. !| |
i
We believe that the development in our I'undalrllelllt;ﬂ
operations is a clear indication that Vestas is recove
ing fast, In this comext, it should be mentinmrtli tha
the Group's net working capital is still historically lo
at 15 per cent as compared with 19 per cent a vear agl
(which was also a low level). ' Ly
Our past performance must not !
overshadow the future ‘
The distingt i improvement in our operating per- |
formanct. should, of course, be viewed against the
hackdmp of the very poor financial performance m
2005. l\m least due to a number of orders i in thel UIS
with very unfavourable terms and poor profitability,
|
Qur track record does not alter the fact that, durmg
the ﬁrfl,l half of 2006, our performance was consistent
with 1h|t_ plans we had made, Accordingly, we arclur|1.
track t fulfilling the strategy goal of turning Vestas
into a profitable business with an EBIT margin of at
least l(j1 per cent by the end of 2008. We have come a

., meticulous

long way in our turnaround and we believe in our

2008 goal.

Against this background, we retain our top-line and
botom-line forecast for 2006 - a year in which, us vou
know, our supply situation is exceedingly difficult as
regards many of the components we use. Obtwiously,
Vestas muost also accept its share of these supply diffi-
culties, and therefore we have introduced a number of
new business procedures and rules in order to make us
# more stable customer for our suppliers. These initia-
tives form a central part of our Group strategy,

Finally, it should be mentioned that, from the onset of

the strategy period, Vestas has demonstrated indusiry
leudership by being the first 1o introduce global price
increases and revised contractual terms and conditions.

Today, we can see that all of our peers have followed suit.

Better earnings/risk balance

Looking back on the first six months of 2006, we are
happy to note that, compared to the situation only 12
months ago, we have achieved a much better balance
between the risks we assume and the earnings we subse-
quently generate. And even though there is still much
work to be done, as previously mentioned, it is grati-
fying 1o see that we have turned the negative trends.

Selling wind turbines is now a much more profitable
business than it used to be, and we are very confident
about our goals for 2008. The reason why we have not
narrowed the forecast EBIT range after the first hati-
vear of 2006 is primarily the continuing operational
challenges that lie ahead in the third and fourth quar-
ters of the year.

The key factor of uncertainty is whether we will be able
to ship our products according (0 schedule, because




» EBIT ultimately hinges on the shipment and the timing

of the customer’s final takeover of a wind turbine. This
is the all-important factor for the 4.7 per cent range.
This short-term factor of uncertainty, that the inter-
mecdiate stages may fluctuate both ways, is the one we
focus on and have built into our financial forecasts.

Better overview

[ have said it before, butallow me to repeat that ahead
of last autumun’s major downgrade, we had devoted
substanual resources to clarifying and describing alt
decision-making processes, routines and business

procedures — identifving all areas where things could

go terribly wrong and where executive management
certainly did not have (he requisite overview, which |
came 1o realise.

Concurrently with the launch of The Will to Win, we
therefore embarked on 13 company-wide projects — the
so-called Constitution projects — each of which with a
deep and broad scope. Each project is headed by one of
the members of the senior management of the Group
- the forum we call "The Vestas Government”,

The latter part was particularly important o ensure
ownership and coordination among the senior man-

agement group, and we have achieved both.

At the same time, the launch of the Constitution pro-

jects significantly improved our overview, improving

transparency of our business procedures and decision-
making processes. The overall aim was to make Vestas
a more transparent business that would be easier lor
our many stakeholders 1o underseand.

Summing up, we have tightened the reins — and above
all; The terms and conditions of our contracts have
been made more stringent in all markets, As a resuly,
we have become a more profitable business.

[am pleased to see that the first balf of 2006 has shown
that we are addressing the very issies that need 1 be
dealt with in order 1o turn things around, both now
and in the future.

Successful investments

As we have emphasised many times previously, the com-
ponent shortage is not expected to be resolved for quite
some time vet. In this context, it is gratifying o see that
the market trends continue to look healthy, as they help
stimulate some crucial investments by the sub-suppliers.

‘e have been pleased to see that many sub-suppliers,
like ourselves, have started to make investments, confi-

dent in the future.

Spate of risks persists; forecastse.
more precise ! Lo

Our downgrading in the third quarter of last year was
rooted in the very large provisions for warranty cumnnb
ments, wotalling EUR 221m, of which nearly EUR 1401}1
related to 2006, We can now see that the assessment on
which we based our provisions back then appears almost?
to hold. So, after all, we are very satisfied that our assess-
ments have become more precise. Warranty provisior‘ls ‘
are a very heavy burden to bear and they represent lllC!
single area in which the nasty surprises were rooted:

The pending patent disputes and the usual risks :lssog;:i-
ated with fluctuations in the exchange rate of the UiS .
dollar and rising raw materials prices, especially of steel
and copper, are other areas which we endeavour to de-
seribe candidly and with precision.

Closures regrettable,
but inevitable
Generally speaking, any deviation from our plans if ii
followed closely in our reporting. This alse applics to
the trends in the Australian market, which recently *
compelled us to discontinue our production nfnacéll'?s
in Tasmania. Given the consistently negative pnliti::all
statements, we found that it was no longer feasible to
sustain production on the island.
]

‘e have also evaluated the situation at Camphchuw‘n in
Scolland where we see no possibilities (chummumg Dllll
nacelle production, which has now become un])rnﬁmblL
In Scotland, we are also reconsidering our production
of towers and have therefore asked the ]ncal‘mzm;tg’e-
ment to draw up new production targets for the up(fém-
ing months, We will then decide on the future for this
part of our operations. )or

Decisions to close down part of a business arc always
I o i
regrettable, but they are also inevitable if we are to trn
. . e t
things around and achieve our profitability targets.

People and culture

When we launched The Will to Win, it was on the cards
that our thousands of employees were one of lhc‘ar?cas
to which we would devote the greatest attention: We
intend to devote more resources o developing our
managers and employees in order to build the global
corporate culture that is pivotal to a successful sd’aiegy.

All around the world, our emplovees contr lbl.lle a
tremendous effort, and their devotion should he em-
phasised, also 10 our shareholders, because it 15‘11‘0[
least their doing that our company is in much better

shape today.




19,000 unsolicited job appllcatlons
Vest‘m is considered an auwractive place 1o work, T?]ls is
llluslhll(,d daily, for example lhrough the more than

]0 000 unsolicited job applications v-e rec c‘nc:(l ast
year. We have reason to be proud o h_ave created 610
new jobs in 2006, |
And more new jobs are on the cards. Later lhl'i lyear for
example, we will commence mnslruumn ofl mlnr new
rf.se.lr(_h anel development centre at Skc_}hy, near Arhus
in DLII[I‘I.{I‘k This will undoubtedly be lhe u.or]d s Most
advanced R&D facility, providing a fulu re wnrkpl.lcc
for, no fewer than 500 of our LO“C‘IBUC\ O\erll we
are expanding heavily in Vestas Tt_chnolugy R&D Lhe
n.lrlnc of this part of the Group. In .iddlllloll lo Arhus
we will soon establish a rescarch centre huusmg EO
(.mlpluyt.el\ in Singapore - not to bene l"l from cheap
labour but because Vestas is a global, h:gh-uch !:pl-r
ator that needs to be present where things happc
L

In our field, Asia is definitely one of the’ pl.).cm ol

i
Employee development |n\l:est- |
ments increased ten-fold | | |

This autumn will see the faunch of the Group 5 tar rest
m:mlagmm.m training programme to date. 8()0 np[ li-
cants from around the world have ft)ul..hl; for the:21

va:.dm_u: in our first Graduate I’rogmmmt | 1

\oun{., people from countries such as the United King-
dom 1l[dly Germany, Canada, Pakistan, Poland, Lhu a,
India, Spain and Denmurk will embark on a new clh:*p-
ter of their own future and Vestas” future together. |
look f’urward 1o welcoming them all in Sepiembe‘l wh n
Iwill be kicking off this ambitious project m B*m:clona

We have great hopes for this programme. I'lowevér.
our lllllpl recedented focus on developing our unplo‘ye ]
is prohahlv best illustrated by the fact lh'n the budgel
()f()LlrlnL\\ People & Culiure division bas lllCr(‘a\ul
ten-fold! b
| |
We arclmlking about a huge and pivotal invedtment hl;:r )
“Hype"” *I '
"Hype™—a buzzword of vurtime —isa concept thu.t'
is frequently used in many different contexts when 1
50mcth‘}ng is going over the top or boiling over. This
thi
wind p(lwer indusiry during the past few months, All
any mlel I won't hesitate o use the word hype 10 de |
seribe the huge artention and the sometimes ncdrly |

is the kind of overheating we have experienced in

frantic expectations for growth in our mdu»;ry lhlll E
are frequently put forward by various players. In fmll:l,
recollections of the start-up to the dot com-bubble
leap to n||1iml.

|
l !

Our industry is undergoing many changes. | feel this
mysell almost every day when we are contacted by an
increasing number of people from the international
medid. They, too, describe how Vestas is now in earnest
on the path to globalisation, mi‘ngling with “the big
boys” (as one reporier wrote).

Obviously, we are pleased with the spate of enthusiastic
articles written and published about us. But even the
most ecstatic commentators will not cause us w lose
focus! For as the saying goes: "I it's oo good to be
true, it normally is™

At Vestas, we are particularly conscientious about
what it takes to create a stable growth trend and, by
extension, a stable business. In our opinion, there is
al least every reason 1o muster up a vast portion of
realism when we consider the background for the
ahove-mentioned hype.

As mentioned above, we understand why some are led !
to describe things in a more interesting and attractive

light than what is warranted by facts. However, we would

like w0 issue a warning in the strongest terms that this

kind of hype will only contribute adversely to the image

that we believe should characterise an industry that

more than any other has 4 bright fulure ahead!

View "the world of wind power” in '
a new light

The wind turbine industry is still immature, but no
longer in its infancy it has long since rid itself of the l
start-up image that characterised the wind power

industry for so many years, Not that there is anything

wrong with start-ups; we should al! welcome them

to our midst. Today, however, Vestas has grown to '
hecome one of Denmark’s largest industrial cor-

porations, and maore or less our entire output is sold

outside Denmark.

Vestas is a genuine global company, which for a number

of years has been the world's largest manufacturer of !
high-tech wind turbines - or wind power plants which l
is in fact what we are selling. Furthermore, we are the
only supplier that has been able to penetrate and retain
a position in all key markets, and we are also the only !
player that is entirely independent of our domestic

market (Denmark currently stands for less than 0.5 per )
cent of Vestas' revenue). l

Itis extremely important to understand one thing: The
future of the wind power industry will be nothing like
its past.

Let us naot forget that the new markets —which are
expending heavily — look at wind power from a com- P




P pletely different perspective than the markets that have

known and worked with the industry for many years.
It is essential that we become familiar with this new
“world of wind power”, that we take a new approach
and see the future of our industry in a whole new light.

Only one global supplier
These new perspectives also provide us with a unique
oppartunily to retain Vestas’ position as a leading
player in the wind power industry. Whether or not
wind power is here (o stay is no longer the issue.

{
Accordingly, we can devole our resources to securing a
substantial share of the huge global market, a market
share 1o match our leadership position going lorward.

The developments witnessed over the past few months
with the giant international energy players stating how
that future of renewable energy relies on global wind
strategies truly serves our purpose. The fact is that
Vestas is currently the only actual supplier with a long-
standing global track record. in addition, we are the
only manufacturer that has held a solid position for a
number of vears in all of the key markets,

This is a good starting point, providing us with the po-
tential e assist and accompany these top professional
energy giants 16 the vast world of wind |l)0wcr. Vestas is
particularly well equipped for this — in fact we believe
that there is only one supplier that can conscientiously
assist others in performing such a task: Vestas Wind
Systems A/S.

A very healthy business by the

end of 2008

None of us doubt that The Will to Win strategy is the
right way forward and, equally important, that it works.
The 40 per cent growth we achieved in the first six
months of 2006 compared with the year-earlier period
is considered a small milestone. We have no reason to
expect any recognition in this context because the goals
we have defined, und which we all work very hard to
achieve, are not scheduled w be met until by the end
of 2008: An EBIT margin of at least 14 per cent.

This is 2 definite goal, but in’ our efforts to have
achieved this goal by 2009, our interim results are not
that important. That message is important!

Obvivusly, we are pleased that Vestas is starting to re-
cover. But other than that, the quarterly performance
figures are only relevant because they represent mile-
stonies on the road 10 our overall goal.

We pursue a long-term strategy to create the necessary
sustainability in our company, and after a little more

than a year of working with the new Group strategy.a
I feel confident that we will be able to present a very
healthy company by the end of 2008: A Group gen-
erating satisfactory carnings and displaying a well-

diversified risk profile.

]

Our independence of any single market owing to our
deliberate geographic diversification does not clim §
inate but nevertheless quite substantially minimises

the; risk that our shareholders and employees will ag;;in

meet with unpleasant surprises.
I find this very important to emphasise.

In rough terms, you could say that The Will to Win I
is the platform the future of the Group builds on —:
also after 2008, It is more than just four fancy words

to describe a new strategy: The Will to Win is the cul-

wiral heritage for a new Vesias in a new world.

The Board of Directors and Executive Manageme_um:
of Vestas focus strongly on sceuring the long-term per-
spectives for the Group. As mentioned above, we z:ré N
confident about the future. But this optimism shoutd
not lead anyone 1o believe that there won't be any posi-
tive or negative fluctuations along the way.

Because there will, That is the cyclical nature of our
industry and we cannot change it.

We operate a fine-tuned, global business in a fierce
competitive setting. The days of "wind wurbine mm}njcc"
are long gone, Vestas is the world's Jargest company of
its kind, and our customers and competitors rank
among the most professional and financially strong
players in the world. | { )
That represents an obvious challenge — but therefore
also a future for which we are preparing ourselves. The
fact is that it will be & tough battle 1 retain an inter-
national leadership position; just ask our cmplo-yces.

We all fight in the world cup each and every day, and
we do it to win, We still have high ambitions, :ufd our
sound performance in the first half of 2006 certainly
has not made them less aspiring,

Ditlev Engel
President and CEQ }
![
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Consolidated financial hi_ghlimg?tis

l
| o

mEUR

Income statement

Revenue

Grlc).{s profit

Profit/{loss) before financial income :
ar]d expenses, depreciation and
amortisation (EBITDA)

Opler;uing profit/(loss) (EBIT)

Profit/{loss) before tax

Profit/(loss) after tax

Balance sheet

|
Bal:‘mce sheet total
Equity

1
Provisions

L
Average interest-bearing liabilities {(net)
Net Working capital (NWC) i
R 1
Cash flow statement
CashI Mow from operating activities
Cash flow from investing acuvities |
Cash flow from financing activities
Change in cash and cash equivalents ltzsg
current portion of bank debt

Financial ratios
Grosslmargin (%) A
EBITDA (%) ) :
Operating margin (EBIT) (%)

Solvency ratio (%)

Share ratios

Eamirllgs per share (EUR)
Murket price (EUR)
Average number of shares

|
Number of shares at the end of the pcriod‘I

Employees }

Number of employees at the end of
the period

Average number of employees

al

| a2 Q2

| 2006 2005

900 6543

88 0

57 (20)

928 (53)

13 (64)

| 10 (50)

|| 3,107 3,358

| 1159 1,043

943 159

\ 317 547

\ 550 680
i

’ 41 {18)

| (33) (37)

| |18 0
|

| | 151 (55)
|

9.8 0.0

6.3 3.1

3.1 (8.3)

73 31
!

II 05 (0.29)

| | 214 13.7

(185,204,108 | 174,911,173

185f20r,103 174,911,173
|
|

11,208 10,546

10|,9|§9 10,135

1 half year | 1 half year Full year
2006 2005 2005
1,615 | , 1,138 3,583
150 | 6 84
90 (28) 9
34 (90) (116)
8 {116) {158)
6 (86) (1993
2.107 3,258 3,085
1,159 1,043 a62
243 159 259
351 568 560
550 680 498
17 (123} 148
(65) (62) (137)
93 {18) (46)
© 45 {202) (35)
9.9 0.5 2.4
5.6 {(2.5) 0.3
2.1 (7.9 3.9
37.3 31.1 31.2
0.03 (0.49) (1.10
21.4 157 15.9
180,190,806 | 174,911,173 | 174,911,173
185,204,103 | 174,911,173 | 174,911,173
11,998 10,546 10,618
10,767 9912 10,300
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Vestas Wind Systems A/S
Alsvej 21

8300 Randers

Denmark

TIf, +45 97 30 00 00

Fax +45 97 30 060 (1
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