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Statement by the Board of Directors and the Executive Board

The Board of Directors and the Executlve Board have today discussed and approved the annual report of
MH! Vestas Offshore Wind A/S far the financlal year 1 April 2020 - 31 December 2020,

The annual report has been prepared In accordance with the Danish Financial Statements Act.

In our opinlon, the financlal statements give a true and fair view of the financlal position of the Company
at 31 December 2020 and of the results of [ts operations for the financlal year 1 April 2020 - 31
December 2020. .

Further, in our opinion, the Management's review glves a fair review of the development In the
Company's operations and financlal matters, the results for the year and the Company's financal
posltion,

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

Aarhus, 30 June 2021
Executive Board:

DocuSigned by: DocuSigned by:
@ow Thomsen. (W&M

AB3EF994C34C48D FE83DAADSASA4DA
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CEO
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Chairman
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independent auditor's report
To the Shareholders of Vestas Offshore Wind A/S

Opinlon

in our opinion, the Financlal Statements give a true and fair view of the financial position of the
Company at 31 December 2020, and of the results of the Company's operations for the financtal perlod
from 1 April to 31 December 2020 In accordance with the Danish Financial Statements Act,

We have audlted the Financial Statements of Vestas Offshore Wind A/S for the financial period from 1
April to 31 December 2020, which comprise Income statement, balance sheet, statement of changes In
equity and notes, including a summary of significant accounting policles ("financial statements").

Basis for Oplnion

We conducted our audit in accordance with International Standards on Auditing (ISAs) and the additional
requirements applicable In Denmark, Our responsibllities under those standards and requirements are
further described in the Auditor’s Responsibllities for the Audit of the Financlal Statements section of
our report. We are Independent of the Company In accordance with the International Ethics Standards
Board for Accountants' Code of Ethics for Professional Accountants (IESBA Code) and the additional
requirements applicable in Denmark, and we have fulfilled our other ethical responsibilities In
accordance with these requirements, We believe that the audit evidence we have obtalned Is sufficient
and appropriate to provide a basls for our opinion.

Statement on Management’s Revlew
Management s responsible for Management's Revlew.

Our oplinion on the financiai statements does not cover Management's Review, and we do not express
any form of assurance concluslon thereon,

In connection with our audit of the financial statements, our responsibility is to read Management’s
Review and, In doing so, consider whether Management's Review Is materially inconsistent with the
financlal statements or our knowledge obtalned during the audit, or otherwise appears to be materlally
misstated.

Moreover, it Is our responsibliity to consider whether Management's Review provides the information
required under the Danish Financlal Statements Act.

Based on the work we have performed, In our view, Management's Review Is in accordance with the
Financlal Statements and has been prepared In accordance with the requirements of the Danlsh
Financlal Statements Act. We dld not identify any material misstatement In Management's Review,

Management's Respansibilities for the Financial Statements

Management is responsible for the preparation of Financial Statements that give a true and falr view in
accordance with the Danlsh Financlal Statements Act, and for such internal control as Management
determines Is necessary to enable the preparation of financlal statements that are free from material
misstatement, whether due to fraud or error,

In preparing the financlal statements, Management Is responsible for assessing the Company’s abllity to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
golng concern basts of accounting in preparing the financial statements unless Management elther
intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Audltor's Responsibilities for the Audlt of the Financlal Statements

Our objectives are to obtain reasonable assurance about whether the financlal 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 addltional requirements applicable in Denmark will
always detect a material misstatement when It exists. Misstatements can arlse from fraud or error and
are consldered material if, individually or In the aggregate, they could reasonably be expected to
influence the economic declslons of users taken on the basls of these financial statements.
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As part of an audit conducted in accordance with [SAs and the additional requirements applicable in
Denmark, we exercise professional judgment and maintain professional skepticism throughout the audit.
We also!

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtaln audit
evidence that is sufficlent and appropriate to provide a basis for our opinion, The risk of not
detecting a materlal 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 refevant 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 approprlate'ness of Management’s use of the golng concern basls of accounting in
preparing the financlal statements and, based on the audit evidence obtalned, whether a material
uncertalinty exists related to events or conditions that may cast significant doubt on the Company's
abllity 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 financlal
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 financlal statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
In a manner that glves a true and fair view.

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 deficlencies in
internal control that we identify during our audit.

Aarhus, 30 June 2021
PricewaterhouseCoopers

Statsautoriseret Revislonspartnerselskab
CVRno. 33771231

DocuSigned by: DocuSigned by:

(Lawss Lindluobm Jacabsn L o

Claus-Hineirstirpatrsobisen ChristiaR/BErtelsaT4o7 .
State Authorised Public Accountant State Authorised Public Accountant
mne23328 mne36171
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Management's review

Company detalls

Name
Address

CVR no.
Financlal year

Webslte
E-mall

Telephone

Board of Directors

Executlve Board

Auditors

Group relationship

Vestas Offshore Wind A/S
Hedeager 42, DK-8200 Aarhus N

27918042
1 April - 31 December

www.mhlvestasoffshore.com
contact@mhivestasoffshore.com

+45 88 44 89 00

Henrlk Andersen, Chairman
Kerstin Mariella Knapp
Steen Mgller

Javier Rodriguez Diez

Johnny Thomsen
Flemming Ougaard

PricewaterhouseCoopers

Statsautoriseret Revisionspartnerselskab

Strandvejen 44
2900 Hellerup

The Company Is owned 100% by Vestas Wind Systems A/S.
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Group chart

Parent company Subsidiaries

Vestas Offshore Wind A/S
Denmark
Nom. EUR 13,689,676

100% Vestas Offshore Wind UK Ltd.
United Kingdom
Nom, tGBP 11,500

100% Vestas Offshore Wind The Nethedands BV,
The Netherlands
Nom. tEUR 18

100% Vestas Offshore Wind Sweden AB
Sweden
Nom. tSEK 100

100% Vestas Offshore Wind Belglum NV,
Belglum
Nam. tEUR 2,062

100% Vestas Offshore Wind Germany GmbH
Germany
Nom. tEUR 1,275

100% Vestas Offshore Wind Blades UK Ltd
Unlted Kingdom
Nom. tGBP 7,000

100% Vestas Offshora Wind Talwan Ltd.
Talwan
Nom. tTWD 5,000

100% Vestas Offshore Wind US, Inc,
Unlted States
Nom. USD 100

100% MVOW Vestas Portuga), Unlpessoal, Lda,
Partugal
Nom. EUR 1

100% MHIVestas Offshora Wind Japan Ltd.
Japan
Nom. LPY 25,000

100% Vestas Offshore Wind France, SAS,
France
Nom, tEUR 100
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Financial highlights

2020

EUR'000 (9 months) 2019/20 2018/19 2017/18 2016/17
Key flgures
Revenue 664,476 1,255,697 1,350,798 745,338 454,567
Gross profit -83,766 195,710 90,286 -4,469 -62,737
Profit before financlal items and .

depreclation/amortisation (EBITDA) -39,692 215,490 95,392 -18,407 -68,461
Operating profit (EBIT) -130,755 102,141 8,838 -104,820 -145,862
Profit/loss from financial income and

expense 12,023 -88,374 8,415 5,794 24,534
Proflt for the year -56,814 2,523 52,989 -98,287 -120,525
Total assets 2,041,676 1,385,881 1,329,082 1,304,680 1,262,564
investments In property, plant and

equipment 32,464 38,843 26,663 54,047 49,364
Equity 147,877 203,999 168,922 195,749 313,171
Financlal ratlos
Gross margin -12.6% 15.6% 6.7% -0.6% -13.8%
EBITDA margin -6.0% 17.2% 7.1% -2.5% -15.1%
EBIT margin -19.7% 8.1% 0.7% -14.1% -32.1%
Return on Invested capital -67.3% 118.4% 12.5% -57.3% -45.6%
Solvency ratlo 7.2% 14.7% 12.7% 15,0% 24.8%
Return on equity -32.3% 1.4% 29.1% ~38.6% -32.1%
Average number of full-time

employees 1,993 2,020 1,885 1,535 901

For terms and definitions, please see the accounting policies.

[FRS 15 and IFRS 16 has been implemented In 2019/20 using the retrospective method, therefore
comparison figures for 2016/17 to 2018/19 are unchanged.
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Business actlvities

The company's principal activity consist of production, sale and service of wind turbines In the offshore
Industry,

Recognition and measurement uncertainties

Estimated warranty provisions are based on a high degree of uncertainty. The warranty provisions are
estimated based on historical experience with actual costs to repalr, upgrade or replace main
functionalities per sold wind turbine,

The warranty provislons have Increased from EUR 61m at 31 March 2020 to EUR 256m at 31
December 2020. This development was primarily driven by a change in the assessment regarding the
need for warranty provisions together with general provision related to installation of around 800 MW In
2020, ’

Other than this, the recognition and measurement of items in the financial statements Is not subject to
any significant uncertainty.
Unusual matters

The company's financial position at 31 December 2020 and the results of its operations for the flnancial
year ended 31 December 2020 are affected by the above described increased warranty provision,
Except from this, the Company is not affected by any unusual matters. :

Business review

The company's Income statement for the nine months perlod April-December 2020 shows a negative
result of EUR 57m, and the balance sheet at 31 December 2020 shows an equity of EUR 148m.

The resuit for the year is impacted negatively due to additional warranty provisions and change in the
interpretation of uncertain tax positions in subsidiaries. Based on these one-off costs, the result for the
year Is considered unsatisfactory compared to expected.

Financial expectations and subsequent events

The Company was In December 2020 part of the transaction where Vestas Wind Systems A/S obtained
1.00% ownership of the Company. An integration process with the Vestas Group activities will take place
during 2021 and the Management therefore do not find it rellably to comment on the expected
development for the future.

No events materlally affecting the financial position and thereby assessment of the annual report have
occurred after the balance sheet date,

Knowledge resources

As part of the Vestas Group, knowledge resources are significant for the company. Processors have
been appolnted for the company's core processes, which continuously work with mapping and
streamlining workflows to ensure continulty and person-dependence In all processes.

Speclal risks apart from generally occurring risks in Industry

Refer to the Group annual report where the special risks and financial risks within the Vestas Group are
stated.

Research and development actlvities in and for reporting entity

The company has development activities as descrlbed in note 8,

Statutory report on corporate soclal responsibility

With reference to ARL § 99a, subsectlon & gives Information on soclal responsibility, Including respect
far human rights, social conditions, environmental and climatic condltions and the fight against
corruption in the annual report of the parent company Vestas Wind Systems A/S,
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Statutory report on the underrepresented gender

Vestas Offshore Wind A/S is subject to the parent company's Vestas Wind Systems A/S gender equality
policy, which applies to all management levels in the company. The policy is part of the staff policy and
contains targets for all management levels with people management responsibllity, In addition, the
pollcy describes a number of initiatives that take place across the Vestas Wind Systems A/S Group. In
addition, the consolidated financlal statements of the parent company Vestas Wind Systems A/S are
referred to in accordance with section 99b of the Danish Financlal Statements Act Including targets for
fernales in other management levels. According to the Danish Buslness Authority guldance on goals and
palicles for the gender composition of the management, an equal gender distribution has been achleved
In the Board in line with the gender diversity goal of 20% defined last year. The overall gender diversity
goal of 14% females was realised with 15% and females In leadership positions represented 18%.
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Financial statements 1 April - 31 December

Income statement

Note  EUR'000 2020 2019/20
2 Revenue 664,476 1,255,697
4 Production costs -748,242  -1,059,987

Gross profit -83,766 195,710
3,4 Research and development costs -48,484 -69,632
4 Distribution costs -6,412 -12,999
4 Administration costs -25,107 -32,692
Other operating income 42,149 26,477
Other operating costs -9,135 -4,723
Operating profit (EBIT) -130,755 102,141
Share of profit in group companles after tax 11,627 -71,046
5 Financial Income 8,755 5,021
6 Flnanclal costs -8,359 -22,349
Profit before tax -118,732 13,767
7 Income tax 61,918 -11,244
Profit for the year -56,814 2,523
Proposed distribution of proflt
Transfer to reserve under the equity method 962 -33,603
Transfer to reserve under development costs 36,595 25,930
Retalned earnings -94,371 10,196
-56,814 2,523

10
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Financial statements 1 April - 31 December

Balance sheet

Note

OWVWWOVWWY

[y

14

12
13

15

EUR'000

ASSETS

Software

Development projects In progress
Completed development projects

Total intangible assets

Plant and machinery

Other fixtures and fittings, tools and equipment
Property, plant and equipment under construction
Right-of-use assets

Total property, plant and equipment

Other receivables
Deferred tax
Investments In group companies

Total other non-current assets
Total non-current assets
Inventories

Trade recelvables

Recelvables from group companies
Other recelvables

Tax recelvables

Prepayments

Total recelvables

Cash and cash equivalents
Total current assets
TOTAL ASSETS

31 December 31 March
2020 2020
15,685 21,471
143,817 81,737
224,748 258,711
384,250 361,919
14,869 17,319
60,945 58,866
25,697 23,089
78,699 53,344
180,210 152,618
1,406 1,605
97,358 35,593
29,270 71,325
128,034 108,523
692,494 623,060
732,952 584,900
526 3,965
404,461 68,761
15,062 22,309
739 737
19,663 10,485
440,451 106,257
175,779 71,664
1,349,182 762,821
2,041,676 1,385,881

11
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Balance sheet

Note

16

EUR'000

EQUITY AND LIABILITIES

Share capital

Reserve under the equity method
Reserve for development costs
Hedging reserve

Retained earnings

Total equlty
Provisions relating to Investments In group enterprises

Provisions
Financial debts

Total non-current liabllities
Provisions

Financial debts

Prepayments from customers
Trade payables

Payables to group companles
Other liabilities

Total current llabllities
Total llabilities
TOTAL EQUITY AND LIABILITIES

31 December 31 March
2020 2020
13,690 13,690

0 0

142,650 106,055
-43,934 -44,758
35,471 129,012
147,877 203,999

0 72,522

147,669 29,446
54,231 39,862
201,900 141,830
107,986 32,051
270,227 13,957
809,209 529,536
230,588 204,434
158,850 164,789
115,039 95,285
1,691,899 1,040,052
1,893,799 1,181,882
2,041,676 1,385,881

12
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Statement of changes in equity

Reserve
under the Reserve for
equity  development Hedging Retalned

EUR'000 Share capital methed costs reserve earnings Total
Equity as at 1 April 2019 13,690 35,551 80,125 -79,395 118,951 168,922
Exchange rate adjustments,

EUR conversion 0 4 0 0 -135 -131
Exchange rate adjustments,

foreign entities 0 -1,952 0 0 0 -1,952
Falr value adjustments of

derivative financlal

Instruments 0 0 0 44,400 0 44,400
Tax on equity transactlons 0 0 0 -9,763 0 9,763

19 Profit/(ioss) for the year 0 -33,603 25,930 0 10,196 2,523

Equity as at 1 April 2020 13,690 0 106,055 -44,758 129,012 203,999
Exchange rate adjustments,

EUR conversion 4} -82 0 0 830 748
Exchange rate adjustments,

forelgn entitles (9] -880 0 0 0 -880
Falr value adjustments of

derlvative financlal

Instruments 0 0 0 1,057 0 1,057
Tax on equity transactions 0 ¢] 0 -233 0 -233

19 Profit/(loss) for the year 0 962 36,595 0 -94,371 -56,814

Equity as at 31 December

2020 13,690 0 142,650 -43,934 35,471 147,877

13
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Financial statements 1 April - 31 December

Notes to the financial statements

1 Accounting policles

The annual report of MHI Vestas Offshore Wind A/S for 2020 has been prepared In accordance with the
provisions applying to reporting class C large enterprises under the Danish Financlal Statements Act.

Pursuant to section 112(1) of the Danish Financial Statements Act, the Company has not prepared
consolidated financlal statements, The financlal statements of Vestas Offshore Wind A/S and its
subsidlarles are included In the consolidated financlal statements of Vestas Wind Systems A/S.

Pursuant to section 86(4) of the Danish Financlal Statements Act, the Company has not prepared a cash
flow statement.

The flnanclal year 2020 comprises the 9 month period from 1 April 2020 to 31 December 2020, while
comparlison figures for the financlal year 2019/20 comprises the 12 month period for 1 April 2019 to
31 March 2020,

Effective from the financial year 2020, the Company has Implemented amending act no. 1716 of 27
December 2018 to the Danlish Financial Statements Act. The implementation of the amending act has
not affected the Company's accounting policles on recognition and measurement of assets and Habllitles
but has salely entailed new and amended presentation and disclosure requlrements,

Apart from the above the accounting policies are consistent with those of last year.
The annual report Is presented in EUR 1,000,

This note describes the general accounting policies. Accounting policies described In the separate notes
to the financlal statements form part of the general description of accounting polictes:

¢ Revenue note 2
¢ Research and development costs note 3
« Depreclation/amortisation note 4
¢  Financial income note 5
s Financial costs note 6
¢ Income tax note 7
« Intangible assets note 8
»  Property, plant and equipment note 9
¢ Leases note 10
s |nvestment In group companles note 11
¢ Inventorles note 12
s  Trade recelvables note 13
s Deferred tax note 14
e Tax payables and recelvables note 15
e Provislons note 17

15
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Financlal statements 1 April - 31 December

Notes to the financial statements
1 Accounting policles (continued)

Foreign currency translation

The functional currency of MHI Vestas Offshore Wind A/S Is DKK, but due to the Company's
internatlonal relations, the annual report Is presented In EUR. Transactions In other currencles than the
functional currency are transactlons in forelgn currency,

On initial recognitlon, transactions denominated in foreign currencles are translated at the exchange
rates at the transaction date, Forelgn exchange differences arising between the exchange rates at the
transaction date and at the date of payment are recognised in the income statement as financlal income
or financial costs.

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

Forelgn subsldiarles are consldered separate entitles. The Income statements are translated at the
average exchange rates for the month, and the balance sheet items are translated at the exchange rates
at the balance sheet date, Forelgn exchange differences arising on translation of the opening equity of
forelgn subsldlaries at the exchange rates at the balance sheet date and on translation of the income
statements from average exchange rates to the exchange rates at the balance sheet date are
recognised directly in equity. Forelgn exchange adjustments of Intra-group balances with independent
foreign subsldiaries which are considered part of the investment In the subsidiary are recognised
directly in equity. Forelgn exchange gains and losses on [oans and derivative financlal Instruments
designated as hedges of forelgn subsldiaries are also recognised directly In equity,

Derlvative financlal instruments

Derlvative financial Instruments are Initlally recognised in the balance sheet at cost and are
subsequently measured at fair value,

Changes In the falr value of derivative financial instruments designated as and qualifying for recognition
as a hedge of the fair value of a recognised asset or llabllity are recognised in the income statement
together with changes In the fair value of the hedged asset or llability.

Changes In the falr value of derivative financlal instruments designated as and qualifying for recognition
as a hedge of future assets or llabllities are recognised In other receivables or other payables and in
equity. Income and expenses related to such hedges are transferred from equity by realisation of the
hedged Item and recognised In the same financial statement Item as the hedged Item,

Income statement

Production costs

Production costs, including warranty costs, comprise expenses incurred in generating the revenue for
the year. Cost comprises raw materlal, consumables, direct labour costs and indirect expenses such as
salaries, rental, tools and minor acquisitions as well as depreclatlon of production facliities,

Research and development costs

Research and development costs comprise development costs that do not qualify for capitalisation, as
well as amortisation of and Impairment losses on capitalised development costs,

16
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Financial statements 1 April - 31 December

Notes to the financial statements
1 Accounting policies (continued)

Distribution costs

Distribution costs comprlise costs incurred for the sale and distribution of products, etc. sold during the
year. Also costs relating to staff and depreclation/amortisation are recognised. '
Adminlstration costs

Administration costs include costs Incurred In the year for management and administration of the
Group, Including costs relating to administrative staff, management, office premises, office expenses
and depreciation/amortisation.

Other operating Income

Other operating income comprises items secandary to the activities of the enterprises, including service
charges and galns on disposal of property, plant and equipment.

Other operating costs

Other operating costs comprises items secondary to the activities of the enterprises, including losses on
disposal of property, plant and equipment.

Balance sheet

Other recelvables

Other receivables comprise VAT recelvables, deposits etc. and are measured at cost. Other recefvables
Include forelgn currency derivatives, deslgnated as cash flow hedges to hedge highly probable forecast
sales and purchases are measured at falr value as hedging instruments.

Prepayments

Prepayments recognised as assets comprise prepald expenses concerning subsequent financial years.

Equity and dividends

Reserve for net revaluatlon according to the equity method

Net revaluation of Investments In subsidiarles compared to cost according to the equity method Is
recognized In the reserve for net revaluation.

The reserve can be eliminated in case of losses, recognized of investments or a change in accounting
estimates.

The reserve cannot be recognized at a negative amount.

Reserve for development costs

The reserve for development costs comprises recognized development costs, The reserve cannat be
used to distribute dividend or cover losses. The reserve will be reduced or dissolved If the recognized
development costs are no longer part of the Company’s operations by a transfer directly to the
distributable reserves under equity,
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Notes to the financial statements
1 Accounting polictes (continued)

Hedging reserve

The hedging reserve comprises the cumulative net change In the falr value of hedging transactions that
qualify for recognition as a cash flow hedge and where the hedged transaction has not been realised.
The reserve Is dissolved when the hedged transaction Is realised, If the hedged cash flows are no longer
expected to be realised or If the hedging relationship Is no longer effective, The hedging reserve does
not represent a (imitation under company law and may therefore be negative.

Dividend

Dividend proposed for the year Is recognized as a llabllity at the date when it Is adopted at the annual
general meeting. Dividend expected to be distributed for the year is disclosed as a separate item under

equity.

Prepayments from customers

Prepayments from customers are recognised as liabilitles, Prepayments from customers recognised in
liabilities are measured at cost and comprise prepayments received for wind turbines or wind power
plants ordered but not yet dellvered and service prepayments recelved in respect of wind turbine or

wind power plants delivered.

Other llabilitles

Other liabllitles comprise VAT payables, salary and hollday pay obligations, personal taxes etc, and are
measured at cost. Other liabllities Include forelgn currency derivatives, designated as cash flow hedges
to hedge highly probable forecast sales and purchases are measured at falr value as hedging

Instruments.

Financlal ratios

Gross margin =

EBITDA margin =

EBIT margin =

Return on Invested capltal =

Solvency ratlo =

Return on equity =

Gross profit x 100
Net revenue

Profit before financial items and

depreciation/amortisation x 100
Net revenue

Operating profit (EBIT) x 100
Net revenue

Operating profit (EBIT) x 100
Average assets excluding cash and
non-interest bearing debt

Equity at year end x 100
Total assets

Profit for the vear x 100
Average equity
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2 Revenue

Accounting policles

For revenue recognition IFRS 15 has been adopted as basis of interpretation for the Danish Financlal
Statement act.

Revenue Is measured based on the consideration specified in a contract with a customer, Revenue is
recognises when it transfers control over a product or service to a customer.

Revenue comprises sale of wind turbines and wind power plants, after-sales service, and sale of spare
parts.

Revenue from the sale of individual wind turbines based on standard solutlons Is measured based on the
consideration speclfied In a contract with a customer and excludes amounts callected on behalf of third
parties. Revenue is recognised at a point In time, when control Is transferred to the customer, and the
conslderation agreed Is expected to be recelved, Control is generally deemed to be transferred upon
dellvery of the components in accordance with the agreed dellvery plan.

Revenue from sale of wind power plants based on standard solutions with alternative use is measured
based on the consideration specified in a contract with a customer and excludes amounts collected on
behalf of third partles. Revenue Is recognises when control of the fully operational turbine is transferred
to the customer, and the consideration agreed is expected to be recelved. Control Is deemed to be
transferred at the point in time when the turbine Is fully operational,

Revenue from service sales, comprising services and maintenance agreements as well as extended
warranties regarding wind turbines and wind power plants sold, are recognised over the term of the
agreement as the services are pravided. Spare parts sales are recognised at a point In time when contral
has been transferred to the customer, and provided that consideration agreed Is expected to be

recelved.

EUR'000 2020 2019/20
Sale of turbines 647,813 1,240,762
Sale of service 16,663 14,935

664,476 1,255,697

All revenue Is generated In Europe as speclfied below:

Denmark 31,135 279,735
Internal sales 633,341 975,962

664,476 1,255,697

3 Research and development costs

R&D costs 75,385 97,509
Capitalised development projects -68,515 -86,704
Amortisation and impairment of development projects 41,614 58,827

48,484 69,632
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4  Depreciation/amortisation

Accounting policies

Depreciation/amortisation Is provided on a stralght-line basis over the expected useful lives of the
assets. The expected useful lives are as follows:

Software 3-5 years
Completed development projects 3-10 years
Plant and machinery 3-7 years
Other fixtures and fittings, tools and equipment 3-7 years

The basls of depreclation Is based on the residual value of the asset at the end of its useful fife and Is
reduced by Impalrment losses, If any, The depreciation perlod and the residual value are determined at
the time of acquisition and are reassessed every year. Where the residual value exceeds the carrying
amount of the asset, no further depreclatlon charges are recognised.

In case of changes in the depreciation perlod or the residual value, the effect on the amortisation
charges Is recognised prospectlvely as a change In accounting estimates.

EUR'000 2020 2019/20
Software 6,449 7,650
Completed development projects 41,614 58,827
Plant and machinery 6,219 6,492
Other fixtures and fittings, tools and equipment 24,389 26,804
Rlght-of-use assets 12,392 13,576

91,063 113,349

Expensed as follows:

Production costs 42,309 44,216
Research and development costs 41,614 58,827
Distribution costs 138 203
Administration costs 7,002 10,103

91,063 113,349

5  Financial Income

Accounting policies

Financial income comprises Interest income, exchange gains on securities, payables and transactions
denominated in foreign currencies.

EUR'000 2020 2019/20
Interest income from subsidiaries 3,348 4,574
Foreign exhange gains 5,407 430
Other financlal income 0 17

8,755 5,021
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6 Financlal costs

Accounting policles

Financial costs comprise interest expenses, exchange losses on securitles, payables and transactions
denominated in forelgn currencles, amortisation of financial assets and llabilities etc.

EUR'000 2020 2019/20
Interest cost to subsldiarles 2,041 3,276
Interest cost 1,132 129
Leasing Interest 940 1,178
Financial instruments 2,426 . 16,715
Other flnanclal costs 1,820 1,051

8,359 22,349

7 income tax

Accounting policles

Income tax for the year comprises tax payable for the year and changes In deferred tax for the year, The
tax expense relating to the profit for the year is recognised in the Income statement, and the tax
expense relating to amounts directly recognised in equity Is recognised directly In equity.

EUR'000 2020 2019/20
Income tax 0 -736
-Adjustment to deferred tax, previous years 33,007 0
Adjustment to deferred tax ' -28,911 11,980

-61,918 11,244

8 Intanglble assets

Accounting policles

Acquired software licences and internally developed software Is measured at cost less accumulated
amortisation and impairment losses. Cost Includes both direct Internal and external expenses. Software
is amortised on a stralght-ine basis. The basls of amortisation is calculated net of any impairment
losses.

Projects for the development and testing of new wind turbines that are clearly defined and identifiable,
where the technical feasibllity, sufficlent resources and a potentlal future market or application in the
enterprise are evidenced, and where the Company intends to manufacture, market or use the project,
are recognised as intangible assets provided that the cost can be rellably measured and that there Is
sufflclent assurance that future earnings or the net selling price can cover cost of sales, distribution and
administrative expenses as well as research and development costs. This is underpinned by a gate
process, Where these judgments are made at specific gates, Other development costs are recognised In
the Income statement as Incurred.
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8 Intangible assets (continued)

Accounting policles (continued)

Capltalised development costs are measured at cost less accumulated amortisation and Impairment
losses. Development costs comprise satarles, amortisation and other expenses attributable to the
Group's development activities.

Following completion of the development work, development projects are amortised on a straight-line
basis over their estimated useful life. The basis of amortisation Is calculated net of impairment losses, i
any,

The carrying amount of Intanglbie assets Is subject to an annual test for indications of impalrment. if so,
write-down is made to the recoverable amount if this Is lower than the carrying amount.

The recoverable amount Is the higher of an asset's net selling price and its value In use, The value In use
is determined as the present value of the expected net cash flows from the use of the asset or the group
of assets and expected net cash flows from the disposal of the asset or the group of assets after the end
of the useful life.

Critical accountling estimates

The carrying amount of development projects relates to the development of the turbing platforms. An
impalrment test based on discounted future cash flows has been performed without given rise to any
impairment fosses. To optimise the product portfolio a write-down of the discontinued development
projects has been performed.

The fair value of the estimated future earnings Is determined based on assumptions in relation to
elements such as future sales of projects, interest rates etc.

Development Completed

projects In development
EUR'000 Software progress projects Total
Cost as at 1 Aprll 2020 49,622 81,737 506,709 638,068
Exchange rate adjustments 177 2717 1,817 2,271
Additions for the year 597 68,515 0 69,112
Transfers for the year 0 -6,712 6,712 o]
Disposals for the year 0 0 o 0
Cost as at 31 December 2020 50,396 143,817 515,238 709,451
Amortisation as at 1 April 2020 28,151 0 247,998 276,149
Exchange rate adjustments 111 0 878 989
Amortisatlon for the year 6,449 0 41,614 48,063
Wrlte-down for the year 0 0 0 0
Amortisation as at 31 December 2020 34,711 0 290,490 325,201
Carrying amount as at'31 December 2020 15,685 143,817 224,748 384,250

Amortlsed over 3-5 years 3-10 years

—— S
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9  Property, plant and equipment

Accounting policles

Property, plant and equipment are measured at cost less accumulated depreciation and impalrment
losses. Cost comprises the purchase price and any costs directly attributable to the acquisition until the
date when the asset [s avallable for use.

Galns and losses on the disposal of property, plant and equipment are calculated as the difference
between the selling price less selling costs and the carrying amount at the date of disposal, Gains or
losses are recognised in the Income statement as other operating income or other operating costs,
respectively,

The carrylng amount of property, plant and equlpmeht s subject to an annual test for indicatlons of
Impalrment other than the decrease In value reflected by depreclation or amortisation, If so, write-down
Is made to the recoverable amount if this is lower than the carrying amount.

The recoverable amount is the higher of an asset's net selling price and its value in use. The value In use
is determined as the present value of the expected net cash flows from the use of the asset or the group
of assets and expected net cash flows from the disposal of the asset or the group of assets after the end
of the useful life.

Other Property,
fixtures and plant and
fittings, equipment
Plant and tools and under Right-of-use
EUR'000 machinery equipment construction assets Total
Cost as at 1 April 2020 40,105 146,042 23,089 66,552 275,788
Exchange rate adjustments 149 567 88 519 1,323
Additions for the year 842 12,219 19,403 39,016 71,480
Transfer 2,870 14,013 -16,883 0 0
Disposals for the year 0 Q 0 -1,881 -1,881
Cost as at 31 December 2020 43,966 172,841 25,697 104,206 346,710
Depreclation as at 1 Aprli 2020 22,786 87,176 0 13,208 123,170
Exchange rate adjustments 92 331 0 150 613
Depreciation for the year 6,219 24,389 0 12,392 43,000
Transfer 0 ¢] 0 0 0
Reversal of depreciation on disposal
for the year o 0 0 -283 -283
Depreclation as at 31 December
2020 29,097 111,896 0 25,507 166,500
carrylng amount as at 31 December
2020 14,869 60,945 25,697 78,699 180,210
Depreciated over 3-7 years 3-7 years 1-12 years

S—————
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10 Leases

For lease recognition [FRS 16 has been adopted as basis of Interpretation for the Danish Financial
Statement act.

At inception of a contract it Is assessed whether a contract Is or contains a lease, Right-of-use assets
and corresponding lease liabllitles are recognised at the lease commencement date, except for short-
term leases and leases of low value, These lease payments are normally recognised as an operating
expense on a stralght-line basis over the term of the lease,

The right-of-use asset is inltl_aIly measured at cost, which comprises the initial amount of the lease
liabilities adjusted for any lease payments made at or before the commencement date, plus any initial
costs Incurred.

The right-of-use assets are subsequently measured at cost less accumulated depreciation and
impairment losses, The right-of-use assets are from the commencement date depreciated over the
shorter perlod of lease term and useful life of the underlying asset. The estimated useful lifes of right-of-
use assets are determined on the same basis as those of property and equipment. In addition, the right-
of-use assets are perladically reduced by impairment losses, if any, and adjusted In accordance with
lease liabilities.

The lease llabllitles are inltlally measured at the present value of the lease payments that are not pald at
the commencement date, discounted using the Interest rate implicit In the {ease or, If that rate cannot
be readily determined, the incremental borrowing rate in the specific country.

Lease payments included in the measurement of the lease llabilities comprises fixed payments, variable
lease payments that depend on an index or a rate, Initlally measured using the index or rate as at the
commencement date, the exercise price of a purchase option If it Is reasonably certain the option will be
exerclsed and amounts expected to be payable under residual value guarantees.

The lease llabllitles are subsequently measured at amortised cost using the effective interest methad. It
is remeasured when there Is a change in future lease payments arising from a change in an index or
rate, if there Is a change in the estimate of the amount expected to be payable under a residual value
guarantee, or If there are changes to the assessment on Whether an option to purchase, extend or
terminate will be exercised.

When the lease liabilitles are remeasured In this way, a corresponding adjustment is made to the
carrylng amount of the right-of-use assets, or Is recorded In profit or loss If the carrying amount of the
right-of-use assets has been reduced to zero.

EUR'000 Bulldings Equipment Vehlcles Vessels Total
Right-of-use assets as at 1 April :

2020 37,311 5,205 2,040 8,788 53,344
Exchange rate adjustments 130 17 7 175 329
Depreciation charge for the year

Including transfers -7,933 -1,442 -939 -1,602 -11,916
Addition of right-of-use assets for the

year Including transfers 27,380 658 716 10,262 39,016
Depreclation of right-of-use assets for

the year -205 -514 -39 -840 -1,598
Reversal of depreciation on disposals

in the year -281 0 -3 -192 -476
Right-of-use assets as at 31

December 2020 56,402 3,924 1,782 16,591 78,699
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Investment in group companles

Accounting policies

Investments in group companies are recognised and measured under the equity method, The item
"Share of profit In group companles after tax” in the income statement includes the proportionate share
of the profit after tax,

Group companies with negative net asset values are measured at EUR 0, and any amounts owed by such
enterprises are written down by the Company's share of the negative net asset value, If the parent
company has a legal or constructive obligation to cover a deficit that exceeds the amount owed, the
remalning amount is recognised under provisions,

Total net revaluation of Investments In group companies Is transferred upon the distribution of proflt to
“Reserve under the equity method" under equity.

Investments
In group
EUR'000 companles
Cost as at 1 April 2020 36,246
Additions for the year 0
Cost as at 31 December 2020 36,246
Value adjustment as at 1 April 2020 -37,443
Exchange rate adjustments foreign entitles -880
Exchange rate adjustments EUR conversion -82
Share of profit in group companies after tax 25,034
Ellmination of internal profit 36,661
Value adjustments as at 31 December 2020 -26,778
Net amount as at 31 December 2020 : 9,468
Equity investments with negative net asset value offset in recelvables from group
companies 19,802
Carrylng amount as at 31 December 2020 29,270
_Investments comprise the following entities:
Name Registered office Share capital
Vestas Offshore Wind UK Ltd. United Kingdom GBP'000 11,500
Vestas Offshore Wind The Netherlands B.V. The Netherlands EUR'000 18
Vestas Offshore Wind Sweden AB Sweden SEK'000 100
Vestas Offshore Wind Belgium NV Belglum EUR'000 2,062
Vestas Offshore Wind Germany GmbH Germany EUR'000 1,275
Vestas Offshore Wind Blades UK Ltd. United Kingdom GBP'000 7,000
Vestas Offshore Wind Talwan Ltd. Talwan TWD'000 5,000
Vestas Offshore Wind US, Inc. Unlted States usD 100
MVOW Vestas Portugal, Unipessoal, Lda, Portugal EUR 1
MHI Vestas Offshore Wind Japan Ltd. Japan JPY'000 25,000
Vestas Offshore Wind France, SAS France EUR'000 100

25




DocuSign Envelope |D: 0F04F599-EF2A-4A92-88E7-BC822E1A7834

Vestas Offshore Wind A/S
Annual report 2020

Financlal statements 1 April - 31 December

Notes to the financial statements
12 Inventorles

Accountlng policles

inventorles are measured at the fower of cost, using the weighted average method, and net realisable
value (NRV). The NRV of inventorles s measured at sales price less costs of completion and selling
costs. NRV is determined taking into account marketabllity, obsolescence and development in the
expected selling price, The cost of goads for resale and consumables comprises direct costs and
transportatlon expenses.

EUR'000 31/12 2020 31/3 2020
Raw materlals and consumables 55,360 50,792
Work in progress 125,599 87,421
Finished goods 550,560 445,210
Prepayment for goods 1,433 1,477

732,952 584,900

13 Trade recelvables

Accounting policies
Trade receivables are measured at amortised cost. Provislons are made for bad debts.

EUR’C00 31/12 2020 31/32020
Trade recelvables 526 3,965
Provisions for bad debts 0 0

526 3,965

All trade recelvables are expected to be received within 12 months.
i4 Deferred tax

Accounting policles

Deferred tax is recognised In respect of all temporary differences between the carrying amount and the
tax value of assets and llabilities.

Deferred tax Is measured on the basls of the tax rules and tax rates that will be effective under the
legislation at the balance sheet date when the deferred tax Is expected to crystallise as current tax.

In case of use of afternative taxation rules for determination of tax base, deferred tax Is measured on
the basis of ptanned realisation of the asset and settlement of the liabllity, respectively,

Deferred tax assets, inciuding the tax value of tax loss carry-forwards, are recognised at the expected
value of thelr utilisation; elther as a set-off agalnst tax on future income or as a set-off against deferred
tax {labllitles.

Deferred tax assets are recognised where management assesses that the tax assets may be utliised
within three years based on business plans for the future years.
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Deferred tax (continued)
EUR'000

Deferred tax as at 1 Aprit

Exchange rate adjustments

Deferred tax on equlty transactions
Adjustment of deferred tax, previous years
Adjustment of deferred tax for the year

Deferred tax assets as at 31 December/31 March

Tax payables and recelvables

Accounting policles

31/12 2020 31/3 2020
35,593 57,352

80 -16

-233 -9,763
33,007 0
28,911 -11,980
97,358 35,593

Current tax liabilities and recelvables are recognised In the balance sheet at the amounts calculated on
the taxable Income for the year adjusted for tax on taxable incomes for prior years and for taxes pald on

account,
EUR'000
Tax recelvables (assets)

Share capital

Share capital

The share capital Is made up of 13,689,676 shares of EUR 1 each. All shares rank equally,

Nq changes have been made to the share capltal the past 5 years.

31/12 2020

31/3 2020

739

737
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Provisions

Accounting policles

Provisions are recognised when - In consequence of an event that has accurred before or on the balance
sheet date - the Company has a legal or constructive obligation and it Is probable that there wili be an
outflow of the Company's financial resources to settle the obligation. Provisions are measured at
Management's best estimate of the expenses required to settle the obligation.

Warranty provisions comprise warranty obligations made In respect of dellvered wind turbines and wind
power systems based on experience, At the start of the warranty perlod, calculated provisions are made
for each type of wind turbine and are released to the income statement over the warranty perlod as
warranty costs are incurred, Subsequently, perlodic reviews are performed based on an overal
assessment of the need for provisions.

A provision for loss-making service or turbine contracts is made where the expected beneflts to the
company from the contract are lower than the unavoldable costs of meeting obligations under the
contract (loss-making contracts).

EUR'000 31/12 2020 31/3 2020
Warranty provisions 255,655 61,497
Other provisions 0 o]
Provisions as at 31 December/31 March 255,655 61,497
Warranty provisions as at 1 Aprll 61,497 51,700
Exchange rate adjustments 218 15
Utllised provisions for the year -34,275 -24,7777
Provisions for the year 228,215 34,589
Warranty provisions as at 31 December/31 March 255,655 61,497

Provisions are expected to be payable as follows:

0-1 years 107,986 32,051
1-5 years 147,669 29,446
255,655 61,497

Financiaf debts

EUR'000 31/12 2020 31/3 2020
Bank debt 245,000 0
Lease liabilitites 79,458 53,819
324,458 53,819
Financlal debts break down as follows:
< 1vyear 270,227 13,957
1-5 years 45,084 28,632
> 5 years 9,147 11,230
324,458 53,819
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Proposed distribution of profit
EUR'000

Transfer to reserve under the equity method
Transfer to reserve under development costs
Retained earnings

Employee Information
EUR'000

Wages and salaries, etc.
Pension schemes
Other social security costs

Average number of employees

Executive Management remuneration Including incentive schemes

Board of Directors remuneration

Related partles and ownership

2020 2019/20
962 -33,603
36,595 25,930
-94,371 10,196
-56,814 2,523
2020 2019/20
122,778 164,370
9,204 12,274
2,704 6,352
134,686 182,996
1,993 2,020
1,771 1,999

0 0

The Company Is fully owned by Vestas wind Systems A/S. The consolidated financlal statements of

Vestas Wind Systems A/S may be obtained from the website www.virk.dk,

Related party transactions are on arm's length.

Contractual obfigations
EUR'000

Other contractual obligations falting due within 1 year

Other contractual obligations falling due within 1-5 years

Other contractual obligations falling due after 5 years

31/12 2020 31/3 2020
0 6,977
0 31,168
0 0
0 38,145

Other contractual obligations are contracts where the leasing perlod has not yet started and service

cost for primarily vessels..

The Company provides performance bonds in connection with project supplies in subslidlaries and their
warranty obligations to customers. The bonds issued amounted to 701,683 KEUR at 31 December

2020,
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Derivative financlal Instruments

The Company uses hedging instruments such as forward exchange contracts to hedge expected
currency risks relating to sale and purchase of goods.

Contractual value Galns/Losses in equity
EUR'000 31/12 2020 31/3 2020 31/12 2020 31/3 2020
Forelgn currency derlvatives EUR/GBP 2,246,605 1,577,133 -47,026 -57,481
Forelgn currency derivatives EUR/USD 2,532 6,938 -212 87
Forelgn currency derlvatives EUR/TWD 535,620 4} -18,831 0
Forelgn currency derivatives EUR/JPY 152,090 0 7,306 0
2,936,847 1,584,071 -58,763 -57,394

Risks which were managed by derivative financial instruments in 2020 comprise forelgn currency risk.

Hedging of risks with derivative financlal instruments are made with a ratlo of 1:1, Any ineffectiveness
arlsing from hedging of forelgn currency risks are recognised In financlal items. Recognised sources of
ineffectiveness are mainly derived from differences in the timing of the cash flows of the hedged items
and hedging Instruments and changes to the forecasted amount of cash flows of hedged items.

Forelgn currency risk

Derjvative financial instruments considered as cash flow hedges are designated hedges of forecasted
sales and purchases. Cash flow hedges are measured at fair value, Any ineffective portions of the cash
flow hedges are recognised In the Income statement as financial items. Gains or losses on cash flow
hedges are upon realisation of the hedged item transferred from the equity hedging reserve Into the
initlal carrying amount of the hedqged item.

Firm commitments In forelgn currency are designated as fair value hedges and measured with changes
In falr value In the Income statement as financial items,

in some sales agreements, a foreign currency element is Incorporated. In cases where the sales
currency Is not closely related to the functional currency nor a commonly used currency in the country
in which the sales takes place, the foreign currency element is treated as an embedded financlal
derlvative. The embedded financial derlvative Is deslgnated as a cash flow hedge and included as
forward contracts,
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