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In the course of the past few months, the price of INTERSHOP shares (SIN 622700)
continued to climb steadily despite the general decline in Germany’s stock markets, and
INTERSHOP still ranks among the top performers on the Neuer Markt. Although the
Nemax 50 lost dipped 15% between July and October, INTERSHOP’s stock increased
by 49% and ended the month of October at a new high of € 120.

FINANCIAL SUMMARY (us-GaaP)

in thousands, except per
share and employee data

Jan.-Sept. 1999 Jan.-Sept. 1998
= =

Revenues 26,972 11,611 132
Gross Profit 19,366 7,979 143
Operating loss (12,034) (14,537) (17)
Net loss (11,016) (18,534) (19)
Net loss per share: basic and diluted (0.57) (1.27) (€5))
Cash-flow from operating activities (22,991) (15,609) 47
Cash-flow from investing activities (3,814) (2,202) 73
Cash and cash equivalents 10,680 37,308 (71)
Trade receivables, net 13,075 4,085 220
Total liabilities 12,452 15,245 (18)
Shareholders' equity 25,741 36,851 (80)
Total assets 38,193 52,096 (27)
Employees as of September 30 494 859 47

COMPANY

60,000 E-Commerce Web Sites

INTERSHOP continued its course of steady organic expansion
in the third quarter of 1999 and reinforced its position as one of
the world’s leading providers of standard software for sell-side
e-commerce applications. By the end of September, the number
of eCommerce Web sites using INTERSHOP technology, includ-
ing INTERSHOP ePages, had increased to well over 60,000, and
the total INTERSHOP workforce expanded to 494 as compared
with 335 a year earlier.



CUSTOMERS

PARTNERS

Eckhard Pfeiffer Joins INTERSHOP as Chairman
of the Board

In September, former Compaq CEO Eckhard Pfeiffer, was ap-
pointed to INTERSHOP’s board of directors and assumed the
chairmanship of the board in October. Mr. Pfeiffer, succeeds

the representative of the venture-capital shareholders, Dr. Gert
Kohler, and will actively help to shape INTERSHOP’s future.
INTERSHOP’s new chairman will use his extensive experience
expertise with major corporations and contacts to global players
that go well beyond the IT industry.

Over 3,000 Customers

This steady expansion is being driven by the growing demand for
standard software for e-commerce applications that offers features
both high performance and easy installation. More and more
companies of all sizes are becoming convinced of the merits of
INTERSHOP’s award-winning technology, and INTERSHOP
received orders from over 1,000 customers in the third quarter
alone, most of them existing customers, and now has over 3,000
customers worldwide. INTERSHOP also reinforced its position
of leadership in the area of hosted e-commerce solutions. The
list of Commerce Service Providers that choose the INTERSHOP
Hosting Edition or INTERSHOP ePages to offer their customers
preinstalled e-commerce platforms continued to grow in the
third quarter, and customers included Go2Net, AltaVista, PSINet,
Mindspring and Prodigy in the U.S.A., Deutsche Telekom, France
Telecom, Strato, AOL, Sonera, Retevision, Swisscom, Quokka
and Matrix in Europe and Telcel in South America. Enterprise
customers that acquired self-hosted e-commerce solutions from
INTERSHOP in the course of the third quarter included Deutsche
Bank, Hewlett-Packard, Bosch, Lufthansa Systems, Coram
Healthcare, Neckermann Versand, Blaupunkt, SGI, Siemens,
Waterstone’s, The Wedding List, UPS and the Internet auction
house QXL.

Alliances with Leading Online Marketplaces

In August, INTERSHOP became a certified global SAP partner
for sell-side e-commerce applications in the context of SAP’s
"mySAP.com" e-commerce initiative. This reflects INTERSHOP’s
position as the choice of preference as a source of sell-side
e-commerce technology for integration into conventional pro-



PRODUCTS

curement systems. INTERSHOP also entered into cooperation
agreements with two other providers of major online market-
places, Ariba and Commerce One. In addition, the number of
INTERSHOP distribution partners worldwide topped the 1,000
mark in the third quarter as alliances were forged with compa-
nies such as Cap Gemini, debis and the Sema group. The third
quarter also witnessed the conclusion of a cooperation agree-
ment with T-Mobil, the cellphone subsidiary of Deutsche Tele-
kom, that covers "mobile commerce", which permits transac-
tions through wireless devices such as mobile phones. This
agreement followed the development of a solution based upon
the use of the Wireless Application Protocol (WAP) by Danet,
an INTERSHOP partner.

INTERSHOP Enters New Markets

New INTERSHOP products represented the major highlights of
the third quarter. The quarter started off with the introduction
of the new INTERSHOP 4 release for all existing product lines in
July. This release gives users better performance, more functional-
ity and even more convenient back-office management facilities.
However, the major third-quarter priority involved preparation
for the launch of the new high-end product, INTERSHOP enfi-
nity. This product was ready for shipment in October and was
very well received by the marketplace. This most recent product
is the first sell-side e-commerce solution for the enterprise mar-
ket that is completely based upon the new Java and XML Inter-
net technologies. As a result, companies with extremely complex
retail operations can use various trading platforms to sell any-
where. In addition INTERSHOP enfinity can be seamlessly inte-
grated into existing ERP and other legacy systems. According

to a recent report by Forrester Research, INTERSHOP enfinity
makes INTERSHOP the technological leader in the e-business
industry.

INTERSHOP Raises its U.S. Profile

INTERSHOP enfinity was presented to the public at INTERSHOP
OPEN 99, the first worldwide conference for the INTERSHOP
community, which was held in New York in early October. This
inaugural INTERSHOP conference, which was attended by over
1,300 INTERSHOP partners, customers and e-commerce devel-
opers from all over the world, was a resounding success.



INTERSHOP OPEN 99, which was also attended by many jour-
nalists and analysts, attracted considerable attention on the part
of the media and industry professionals, especially in the U.S.A.
A high-profile advertising campaign in the U.S. that the Internet
magazine InternetWorld found especially effective preceded this
major industry event in July.

Y2K Compliance

All INTERSHOP products comply with the British Standards
Institution’s DISC PD2000-1 Y2K rules relating to general integ-
rity, date integrity and explicit and implicit century mention. All
internal IT systems were examined under the supervision of an
external specialist found and to be completely Y2K compliant
after implementation of various precautionary measures.

Revenues up 132%

The dynamic trend in sales witnessed in the first six months

of the year continued into the third quarter despite announce-
ments of new products and a tendency on the part of companies
to put off investments in new software products because of the
Y2K problem. Third-quarter revenues were up 132% over the
comparable 1998 figure, which meant that INTERSHOP once
again considerably exceeded its goal of generating steady growth
of 100% per year. Total revenues came to € 10.6 million, with
license sales accounting for 54% of that figure. INTERSHOP’s
hosting products, the INTERSHOP Hosting Edition and ePages,
generated 68% of third-quarter license revenues. Revenues for
the first nine months of the year were up 132% to € 27.0 mil-
lion, and license and services activities contributed equally to this
improvement. License revenues accounted for 60% of the total,
which was also the case a year earlier. INTERSHOP’s U.S. activ-
ities generated 41% of total revenues, which represented a sub-
stantial increase over the comparable 1998 figures of 33%.
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Gross Profit Up

In the course of the first nine months of 1999, revenues outpaced
the cost of revenues, which was up 109% to € 7.6 million. As a
result, gross profit rose a substantial 143% to € 19.4 million, and
the gross margin improved by going from 69% to 72%. Other
operating expense was up 39%, or 52% excluding the effect of
one-time items last year, to € 31.4. As a result of extensive devel-
opment activities, R&D expense was the item in this category
that showed the greatest increase by raising 71% to € 5.1 mil-
lion. Sales and marketing expense was up 48% to € 18.8 million.
General and administrative expense, exclusive of special factors,
was up 50% to € 7.5 million as a result of the establishment of
new locations and infrastructure enhancements. Including the
effect of last year’s legal settlement costs, the comparable increase
was 9%.

Earnings Improve Once Again

The operating loss for the first nine months of 1999 decreased
17% or € 2.5 million to € 12.0 million. The third quarter ended
with a loss of € 3.5 million, which was lower than the loss
incurred in the two preceding quarters, and a 15% increase in
earnings over the comparable figure a year earlier. Other income
for the first nine months of the year came to € 1.0, which was
virtually the same as the year earlier figure. INTERSHOP ended
the first nine months of the year with a net loss of € 11.0 million,
which represented an improvement of 19%. The net loss for the
third quarter came to € 3.3 million, which was slightly higher
than the second-quarter figure of € 3.2 million, due to a decrease
in interest income and governmental subsidies. The loss per share
for the first nine months of the year improved from last year’s

€ 1.27 to € 0.57 per share.



OUTLOOK Outlook

Given business in the pipeline at the present time, management
expects to end the final quarter of the year with revenues sub-
stantially up from the comparable 1998 figure. As a result,
INTERSHOPs target of at least doubling revenues this year is
definitely achievable. Due to the relatively lengthier sales cycles
in the high-end enterprise market, INTERSHOP does not expect
INTERSHOP enfinity to make a substantial contribution to sales
this year despite high demand. There is still some uncertainty as
to the extent to which the Y2K transition will affect companies’
investment decisions, and it is possible that companies will fore-
stall decisions to purchase software products. As a result of ex-
penses in connection with INTERSHOP OPEN 99, which will
come to about € 5 million, and the cost of launching INTERSHOP
enfinity, management does not expect to reach the break-even
point this year.

INVESTOR RELATIONS EUROPE

INTERSHOP Communications AG, Dr. John Lange
Amsinckstralbe 57, 20097 Hamburg, Germany

Tel.: +49-40-23709-0 , Fax: +49-40-23709-111

E-mail: investorrelations@intershop.de, http://www.intershop.de

INVESTOR RELATIONS U.S.A.

INTERSHOP Communications Inc., Philip Oreste

600 Townsend Street, Suite 500 West

San Francisco, California 94103, U.S.A.

Tel.: +1-415-229-0100, Fax: +1-415-229-0555

E-mail: info@intershop.com, http://www.intershop.com




Condensed Consolidated Statement of Operations (US-GAAP),

- in thousands €, except share and per share data an,-Set, |999 a"._set‘ |998

REVENUES
Licences 16,205 6,977
Services 10,355 4,451
Other 412 183
Total revenues 26,972 11,611
Cost of revenues 7,606 3,632
Gross Profit 19,366 7,979
OPERATING EXPENSES
Research and development 5,128 2,994
Sales and marketing 18,768 12,655
General and administrative 7,504 5,001
Legal settlement costs 0 1,866
Total operating expenses 31,400 22,516
OPERATING INCOME / (LOSS) (12,034) (14,537)
OTHER INCOME (EXPENSE)
Interest income 366 248
Interest expense 8 (174)
Other income 644 929
Total other income (expense) 1,018 1,003
NET INCOME / (LOSS) (11,016) (13,534)
ACCRETION OF REDEEMABLE PREFERRED STOCK 0 (219)
NET LOSS ATTRIBUTABLE TO COMMON SHAREHOLDERS (11,016) (13,753)
NET LOSS PER SHARE ATTRIBUTABLE TO COMMON SHAREHOLDERS:
basic and diluted (0.57) (1.27)
WEIGHTED AVERAGE COMMON AND COMMON EQUIVALENT SHARES
OUTSTANDING: basic and diluted **adjusted for 1:3 split 8/99 19,445,670 | 10,815,765

Condensed Consolidated Statement of Cash-Flows (Us-GAAP),
‘ in thousands € Jan.-Sept. 1999 Jan.-Sept. 1998

CASH-FLOW FROM OPERATING ACTIVITIES:

Net loss (11,016) (13,534)
Adjustments to reconcile net loss to cash provided
by (used in) operating activities:

Depreciation 1,738 411
Provision for doubtful accounts 995 271
Amortization of deferred compensation 240 0
Legal settlement costs 0 1,866
Gain on equipment disposal (2) (32)
Change in:
Restricted cash (1,203) 0
Accounts receivable 7,605) (2,096)
Prepaid expenses and desposits 3,399) (241)
Other assets (473) (1,927)
Accounts payable (141) 236
Deferred revenue (1,278 (2,431)
Accrued expenses and other liabilities (847 ,868
Net cash provided by (used in) operating acticities (22,991) (15,609)
CASH-FLOW FROM INVESTING ACTIVITIES:
Investment in Unaffiliated Company (1,199) 0
Proceeds from sale of property 3 0
Purchases of equipment, net of capital leases (2,612) (2,202)
Net cash used in investing activities (3,814) (2,202)
CASH-FLOW FROM FINANCING ACTIVITIES:
Proceeds from sale of preferred stock 2,237 1,829
Proceeds from sale of common stock 477 47,859
Proceeds from debt issuance 939 1,592
Repayments of indebtedness (1,452) (1,2006)
Net cash provided by (used in) financing activities 2,201 50,074
EFFECT OF CHANGE IN EXCHANGE RATES ON CASH 1,099 (6)
NET CHANGE IN CASH AND CASH EQUIVALENTS (23,505) 32,257
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 34,185 5,051

CASH AND CASH EQUIVALENTS, END OF PERIOD 10,680 37,308




