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Group Management Report

The following table shows revenue
development by area (in EUR thousand):

Overall Economy and Industry

The spring report published by Germany’s six leading research institutes in April 2007 pre-
dicts an upturn in the German economy this year. According to the report, the economic
recovery is gathering pace and real gross domestic product is set to grow by 2.4 percent.
The German Association for Information Technology, Telecommunications, and New Media
(BITKOM) rates overall sentiment in the ITC sector as very positive. According to BITKOM’s
quarterly survey, 78 percent of ITC companies expect to see revenues grow in the current
fiscal year. The German market for online marketing, in which Intershop has been a player
since acquiring online marketing service provider SoQuero in July 2006, is also growing.
According to BITKOM, revenues from traditional online advertising rose to EUR 381 million
in the first half of 2007. Intershop’s revenues increased sharply and were fully in line with
expectations.

Revenue Development

In the first six months of 2007, Intershop‘s total revenues increased by 56 % year-on-year
from EUR 9.3 million to EUR 14.6 million. Total revenues rose by 24 % excluding online mar-
keting revenues, which were not included in the first half of 2006.

License revenues amounted to EUR 2.9 million in the first half of both the current and
the past fiscal year. In the first half of 2007, license revenues included EUR 1.4 million from
a major order from an overseas telecommunications group; in the comparable prior-year
period, they included revenues of EUR 1.4 million from a major order from US technology
company SUN Microsystems. The share of total revenues attributable to license revenues
declined from 31 % to 20 %.

Service, maintenance, and other revenues increased from EUR 6.5 million to EUR 11.7
million. Excluding online marketing revenues, service revenues increased to EUR 8.7 million.
This increase is due mainly to the 74 % rise in consulting and training revenues.

Six months ended 2007 2006
Licenses 2,890 2,863
Maintenance 3,247 3,354
Consulting/Training 5,403 3,110
Online Marketing 2,951 0
Other revenues 92 18
Services, maintenance and other 11,693 6,482
Total revenue 14,583 9,345

In March 2007, Intershop received a major service and maintenance order for the next three
years from QUELLE’s IT service provider ITELLIUM Systems & Service GmbH, Nuremberg,
for the entire QUELLE Group. The order will generate total service and maintenance reve-
nues of EUR 4.8 million. The revenues will be recognized in equal quarterly amounts in fiscal
years 2007 through 2009.

Europe and North America remained Intershop‘s key revenue regions in the first half of
2007. As in the first six months of 2006, Europe was the Company’s primary market with
a 72 % share of total revenues. Intershop generated revenues of EUR 4.0 million in North
America in the first six months of 2007, or 28 % of the global total. In the first six months of
2006, this region recorded revenues of EUR 2.6 million, or 28 % of the global total.
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Earnings Development

The cost of revenues in the first six months of the 2007 fiscal year was EUR 8.7 million,
compared with EUR 4.7 million in the prior-year period. The cost of revenues in the first six
months of 2006 did not include costs for the new online marketing and full-service business
areas, which amounted to EUR 1.8 million in the first half of 2007.

The gross profit margin on license revenues remained constant at 98 %. The gross pro-
fit margin on service revenues (excluding online marketing but including services, mainte-
nance, and other revenues) rose from 29 % in the first half of 2006 to 33 % in the first half
of 2007.

Operating expenses increased from EUR 7.1 million to EUR 8.8 million. This increase is
due to restructuring costs, which rose from EUR 0.4 million to EUR 2.1 million. Restructuring
costs in the first half of 2007 included personnel-related costs incurred in the course of the
restructuring program, and extraordinary expenses relating to provisions for litigation risks
relating to the dispute with the landlord of the Intershop Tower headquarters in Jena, final
settlement of which is being sought in the short term. Research and development, sales
and marketing, and general and administrative expenses fell from EUR 7.7 million to EUR
7.2 million.

Other operating income declined from EUR 1.1 million to EUR 0.4 million. In the first six
months of fiscal year 2007 this item included government grants of EUR 0.3 million. In the
first six months of 2006, it included payments of EUR 929 thousand plus interest relating to
the Company’s legal dispute with the landlord for payment of a contractual penalty.

The cost of revenues and operating expenses include expenses from the employee
stock option plans amounting to EUR 0.5 million in first six months of 2007 and EUR 0.7
million in the first six months of 2006.

The depreciation and amortization expense was EUR 0.5 million in the first six months
of 2007, compared with EUR 0.1 million in the first six months of 2006. Depreciation and
amortization in the first six months of 2007 included amortization of EUR 0.3 million relating
to intangible assets identified and measured on the acquisition of SoQuero GmbH at the end
of June 2006.

Before restructuring costs, the loss from operating activities amounted to EUR 0.9 mil-
lion in the first half of 2007 and EUR 2.0 million in the first half of 2006. The loss from
operating activities including restructuring costs amounted to EUR 3.0 million in the first six
months of fiscal year 2007 and EUR 2.4 million in the first six months of 2006.

The negative financial result narrowed from EUR 0.3 million to EUR 0.2 million, mostly
due to the reduction in the interest expense on the convertible bond.

Before restructuring costs, the net loss amounted to EUR 1.0 million in the first six
months of 2007 and EUR 2.3 million in the first six months of 2006. Intershop‘s net loss in-
cluding restructuring costs in the first six months of 2007 was EUR 3.1 million, representing
a loss of EUR 0.14 per share. In the first six months of 2006, Intershop recorded a net loss
of EUR 2.8 million, or EUR 0.13 per share.

Research and Development

Research and development expenses amounted to EUR 1.6 million in the period under re-
view, compared with EUR 1.5 million in the first six months of 2006. This corresponds to a
10 % increase.
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The following overview shows
the breakdown of employees
by department:

Organization
In the first half of 2007, new appointments were made to the Management and Supervisory
Boards.

On March 9, 2007, Intershop announced that CEO Dr. Jiirgen Schéttler had agreed with
the Supervisory Board to leave the Company with the expiration of his management con-
tract on March 31, 2007. On April 2, 2007, Mr. Friedhelm Bischofs was appointed as the
new CEO. On May 8, 2007, Mr. Ralf Mannlein, Management Board member responsible for
Sales and Marketing, resigned his position in agreement with the Supervisory Board.

On February 28, 2007, Intershop announced that the Chairman of the Supervisory
Board, Mr. Hans W. Gutsch, and Supervisory Board member Mr. Wolfgang Meyer resigned
their positions effective March 31, 2007. On March 2, 2007, the Management Board of the
Company applied to the Jena Local Court for Mr. Sven Heyrowsky and Mr. Peter Paul Krug
to be appointed members of the Company‘s Supervisory Board effective April 1, 2007 until
the conclusion of the next Annual Stockholders® Meeting. With its ruling on March 26, 2007,
the Local Court approved the Management Board’s application.

The Annual Stockholders’ Meeting on May 9, 2007 elected Mr. Michael Sauer, Mr. Sven
Heyrowsky, and Mr. Joachim Sperbel as members of the Supervisory Board.

Employees

Intershop employed 229 full-time equivalents as of June 30, 2007 (212 full-time equivalents
excluding Online Marketing), compared with 247 as of December 31, 2006 (234 full-time
equivalents excluding Online Marketing) and 234 as of June 30, 2006 (without Online Mar-
keting).

Employees by department June 30, June 30, December 31,
(full-time equivalents) 2007 2006 2006
Technical Departments

(research and development and service functions) 167 160 166
Sales and Marketing departments 31 45 50
General and administrative departments 31 29 31
Total 229 234 247

90 % of Intershop’s global workforce was employed in Germany as of June 30, 2007 (207
full-time equivalents; June 30, 2006: 219 full-time equivalents). The remaining 10 % belong to
the U.S. branch (22 full-time equivalents; June 30, 2006: 15). As of December 31, 2006, 225
full-time equivalents were employed in Germany and 20 in the United States.

Presentation of Net Assets and Financial Position
Total assets declined from EUR 23.2 million as of December 31, 2006 to EUR 22.9 million
as of June 30, 2007.

Current assets increased, from EUR 13.3 million as of December 31, 2006 to EUR 13.4
million as of June 30, 2007. Trade receivables increased from EUR 3.1 million to EUR 5.3
million.

Cash and cash equivalents included in noncurrent and current assets fell from EUR 11.2
million to EUR 9.0 million. The amount of unrestricted cash included in cash and cash equi-
valents decreased from EUR 3.6 million to EUR 2.7 million. In comparison to March 31,
2007, unrestricted cash rose from EUR 1.8 million to EUR 2.7 million. Restricted cash dec-
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lined from EUR 7.5 million to EUR 6.3 million.

Equity fell from EUR 6.9 million as of December 31, 2006 to EUR 5.7 million as of June
30, 2007. As of the reporting date, the equity ratio amounts to 25 %, as compared to 30 %
as of December 31, 2006.

Noncurrent liabilities fell from EUR 4.2 million to EUR 2.2 million. The liabilities in respect
of the convertible bond contained in this item declined from EUR 2.7 million to EUR 1.8 mil-
lion as a result of the conversion of bonds into shares of the Company. Around 1.0 million
convertible bonds were converted.

Current liabilities rose from EUR 12.1 million to EUR 15.0 million. Provisions for res-
tructuring increased by 46 % to EUR 1.5 million. Other current liabilities rose from EUR 1.6
million to EUR 2.8 million, while deferred revenue increased by 41 % to EUR 3.1 million as
of June 30, 2007.

Net cash used in operating activities amounted to EUR 2.3 million in the first six months
of 2007, compared with a cash inflow amounting to EUR 1.7 million in the first six months
2006. Cash flows from operating activities included a cash outflow of EUR 1.1 million in the
first six months of 2007 for the repayment of the contractual penalty to the landlord. Net
cash provided by investing activities amounted to EUR 1.2 million in the first six months of
2007, resulting from the reclassification of restricted cash to unrestricted cash. Overall,
cash and cash equivalents declined from EUR 3.6 million as of December 31, 2006 to EUR
2.7 million as of June 30, 2007. In comparison to March 31, 2007, cash and cash equiva-
lents rose from EUR 1.8 million to EUR 2.7 million.

Group Risks
In the first six months of 2007, there were no significant changes to the risks described in
detail on pages 14 to 16 of the 2006 Annual Report.

Events subsequent to the balance sheet date

On July 26 2007, Intershop announced the resolutions by the Company’s Management
Board and Supervisory Board to implement a cash capital increase from authorized capital
while disapplying stockholders’ pre-emptive rights by issuing 1.6 million new no-par value
bearer shares. A number of investors, who will each acquire tranches of at least 50,000 sha-
res, were admitted to subscribe for the new shares at an issue price of EUR 3.00 per share.
Pricing is based on the average XETRA daily closing price at the Frankfurt Stock Exchange
in a five banking day reference period preceding the resolutions. Application will be made
shortly to enter the capital increase in the commercial register and to admit the new shares
to trading on the stock exchange. Intershop’s capital action will increase its free liquidity by
EUR 4.8 million. Thus provide the new management with the financial capacity for conclu-
ding restructuring and the active expansion of the fulfillment business area.

The issue of the new shares will increase the total number of Intershop ordinary bearer sha-
res issued and in circulation by 1,600,000 from 22,750,821 to 24,350,821.
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Outlook

At the end of April 2007, Intershop announced the implementation of a comprehensive
restructuring program. The restructuring measures concerned sales and marketing in parti-
cular. The number of sales territories have been reduced from six to three, with the aim of
making sales more efficient by facilitating faster decision-making processes and improving
the transparency of staff deployment, as well as of reducing management staff costs.

The “Key Accounts” sales area was retained and the key account managers assigned

to the clients there. The sales locations in France, Italy and Austria were closed. With the
exception of Germany, all European sales activities will be managed from the successful
sales office in Belgium.
Marketing was optimized, i.e., the Company is concentrating on absolutely necessary mar-
keting activities relating to online marketing. Roadshows will be organized and hosted in-
house. These measures will cut both program costs and agency costs. There will still be a re-
search and development department that will ensure the future development of Intershop’s
successful Enfinity product. The cost effects of the restructuring measures will become
visible in the coming quarters.

Intershop’s conceptual approach for the future will focus on two main points. The
Company‘s core business, the sale of e-commerce standard software, is to be expanded.
The aim is to generate two new major orders per year. The offering for medium-sized com-
panies in this business area will be standardized. The new business area, Full-Service E-
commerce, will be expanded. The Company expects new customer orders in this segment in
the second half of 2007, which will have a sustained positive influence on results starting in
2008. Strategically, three to five new customers are to be acquired per year in this area.

The Company expects to break even and generate a positive cash flow in the second half
of 2007. This positive assessment is based on significant cost reductions and clear incre-
ases in revenue. The order situation at the beginning of the third quarter is encouraging.

Due to the high net loss in the first quarter of 2007 and the net loss in the second quar-
ter of 2007 resulting from the substantial restructuring costs, the Company currently does
not expect to meet its positive net earnings forecast for fiscal year 2007.
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Consolidated Balance Sheet

in EUR thousand June 30, 2007 December 31, 2006
ASSETS

Noncurrent assets
Intangible assets 5,836 6,175
Property, plant and equipment 520 531
Other noncurrent assets 52 97
Restricted cash 3,090 3,090
9,498 9,893

Current assets

Trade receivables 5,222 3,118
Other receivables and other assets 2,312 2,074
Restricted cash 3,198 4,439
Cash and cash equivalents 2,665 3,629
13,397 13,260

TOTAL ASSETS 22,895 23,153

SHAREHOLDERS™ EQUITY AND LIABILITIES

Shareholders™ equity

Subscribed capital 22,751 21,504
Capital reserve 2,246 1,531
Other reserves (19,184) (16,129)
Treasury Stock (163) 0

5,650 6,906

Noncurrent liabilities

Convertible bonds 1,836 2,716
Other noncurrent liabilities 0 719
Deferred tax liabilities 259 382
Deferred revenue 131 344

2,226 4,161

Current liabilities

Provisions for restructuring 1,544 1,055
Other current provisions 710 1,005
Trade accounts payable 6,767 6,205
Income tax liabilities 13 2
Other current liabilities 2,812 1,566
Deferred revenue 3,173 2,253
15,019 12,086

TOTAL SHAREHOLDERS™ EQUITY AND LIABILITIES 22,895 23,153
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Consolidated Income Statement

Three months ended Six months ended

June 30, June 30,
in EUR thousand 2007 2006 2007 2006
Revenues
Licenses 2,073 1,029 2,890 2,863
Services, maintenance and other 6,381 3,219 11,693 6,482
8,454 4,248 14,583 9,345
Cost of revenues
Licenses (53) (20) (62) (62)
Services, maintenance and other (4,645) (2,294) (8,673) (4,606)
(4,698) (2,314) (8,735) (4,668)
0 pro 6 934 348 4,6
Operating expenses, operating income
Research and development (678) (773) (1,649) (1,499)
Sales and marketing (1,606) (1,739) (3,269) (4,043)
General and administrative (1,228) (1,085) (2,264) (2,199)
Restructuring cost (2,085) (434) (2,085) (434)
Other operating income 214 964 441 1,074

Other operating expenses

(12

- | —

)
(5399)  (3,007) (8,848) (7,113

Result from operating activities

Interest income 53 120 119 178
Interest expense (142) (267) (290) (520)
Financial result (89) (147) (171) (342)

Earnings before tax

Income taxes

72 0 95 @)

Earnings after tax

(2,780)

Consolidated net loss

Earnings per share (EUR, basic) (0.08) (0.06) (0.14) (0.13)
Earnings per share (EUR, diluted)* (0.08) (0.06) (0.14) (0.13)
Weighted average shares outstanding (basic) 21,726 21,727 21,556 21,563
Weighted average shares outstanding (diluted) 24,266 24,267 22,849 22,855

* The diluted earnings per share were reduced to the lower undiluted earnings per share.
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Consolidated Statement of Cash Flows

Six months ended June 30,

in EUR thousand 2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Earnings before tax (3,171) (2,778)
Adjustments to reconcile net loss to cash used in operating activities
Financial result 171 342
Depreciation and amortization 482 142
Other noncash expenses and income 790 715
Allowances for doubtful accounts 263 124
(Gain) Loss on disposal of property and equipment 9) (79)
Changes in operating assets and liabilities
Accounts receivable (2,367) 1,057
Other assets (201) (21)
Liabilities and provisions 1,030 427
Deferred revenue 723 1,726
Net cash used in operating activities before income tax and interest (2,289) 1,655
Interest received 124 165
Interest paid (26) (12)
Income taxes paid (7) (2)
Net cash used in operating activities (2,198) 1,806

CASH FLOWS FROM INVESTING ACTIVITIES

Restricted cash 1,241 (1,319)
Payments for investments in intangible assets 0 (19)
Proceeds on disposal of equipment 9 81
Purchases of property and equipment,

net of capital leases (86) (82)
Acquisition of consolidated companies

(less funds acquired amounting) 0 175

Net cash (used in) provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Cash received for unregistered stock 92 0
Expenses of cash received for unregistered stock (17) 0
Net cash provided by financing activities 75 (0]
Effect of change in exchange rates on cash (5) (52)
Net change in cash and cash equivalents (L)) 590
Cash and cash equivalents, beginning of period 3,629 7,279
Cash and cash equivalents, end of period 2,665 7,869
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Consolidated Statement of Shareholders™ Equity
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Notes to the Consolidated Financial Statements
as of June 30, 2007

General disclosures

The consolidated financial statements of Intershop Communications AG as of December
31, 2006 were prepared in accordance with the International Financial Reporting Standards
(IFRSs) issued by the International Accounting Standards Board (IASB), as well as the provi-
sions required to be applied under section 315a(1) of the Handelsgesetzbuch (HGB - Ger-
man Commercial Code). Accordingly, the Group‘s interim report as of June 30, 2007 was
prepared in accordance with IAS 34, Interim Financial Reporting.

This interim report as of June 30, 2007 is unaudited and must be read in conjunction
with the consolidated financial statements and the associated notes to the consolidated
financial statements for fiscal year 2006. The consolidated financial statements and the no-
tes to the consolidated financial statements are contained in the Company‘s Annual Report
for the fiscal year ended December 31, 2006. The 2006 Annual Report is available on the
Company'‘s website at http://www.intershop.com/intershop/investors/financials/.

Accounting principles (compliance statement)

The consolidated financial statements of Intershop Communications AG for 2005 were pre-
pared in accordance with the International Financial Reporting Standards (IFRSs) valid at
the balance sheet date and with the Interpretations issued by the International Financial
Reporting Interpretations Committee (IFRIC), as adopted by the EU.

Financial reporting has been prepared in accordance with the Standards and Interpre-
tations required to be applied and gives a true and fair view of the net assets, financial
position, and results of operations of the Intershop Group.

Assets and liabilities are generally measured at historical cost. The stock option plans
are measured at fair value. Convertible bonds are treated as compound financial instru-
ments, consisting of a debt and an equity component. The debt component is carried at
amortized cost using the effective interest rate method.

The consolidated financial statements have been prepared in euros. Unless stated
otherwise, all amounts are given as thousands of euros (EUR thousand). Figures are rounded
to the nearest thousand and totals may not sum due to rounding.

Estimates and assumptions

Preparation of the consolidatedl financial statements requires management to make esti-
mates and assumptions that affect the amounts reported in the consolidated financial state-
ments and the accompanying notes. Estimates are based on past experience and other
knowledge of transactions to be accounted for. Actual results may differ from these esti-
mates. As a result, estimates and the assumptions on which they are based are regularly
reviewed and assessed for their potential effects on the Company’s financial reporting.

In particular, estimates are required to recognize and measure provisions for restructu-
ring, legal costs and litigation risks, and guarantee provisions, as well as to assess the need
for and measurement of impairment losses and valuation allowances.

Provisions for restructuring are recognized and measured on the basis of financial esti-
mates and data available at the balance sheet date. Other provisions are recognized and
measured on the basis of an estimate of the probability of a future outflow of economic be-
nefits, as well as on the basis of historical data and the circumstances known at the balance
sheet date. The actual obligation may differ from the amounts of the provisions.
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Basis of consolidation

There were no changes to Intershop Communications AG's basis of consolidation in the first
six months of 2007 as against December 31, 2006. In addition to the parent company, the
basis of consolidation therefore comprised the following companies as of June 30, 2007:

- Intershop Communications, Inc., San Francisco, U.S.A.

- Intershop Communications Ventures GmbH, Jena, Germany

- Intershop Communications s.r.o., Prague, Czech Republic

- IS Nordic AB, Stockholm, Sweden

- Intershop Communications Online Marketing GmbH, Frankfurt, Germany

The interest in the Intershop Communications Singapore Pte. Limited subsidiary was remo-
ved from was removed from the consolidated financial statements of Internshop Communi-
cations AG as of June 30, 2007 because Intershop Communications Singapore Pte. Limited
was deleted from the register of companies there in April 2007.

The consolidated financial statements of Intershop Communications AG include the
consolidated results of the Company and all its German and foreign subsidiaries over whose
financial and operating policies Intershop Communications AG exercises direct or indirect
control.

Accounting policies

The same accounting policies were used to prepare this interim report as for the consolida-
ted financial statements for fiscal year 2006. The policies used are described in detail on
pages 41 to 48 of the 2006 Annual Report.

Equity

The development of Intershop Communications AG's equity is shown in the statement of

equity.

The subscribed capital increased by EUR 1,246,970 as of June 30, 2007 to EUR
22,750,821 and is divided into 22,750,821 no-par value bearer shares. The change in sub-
scribed capital amounting to EUR 1,246,970 reflects the capital increases from Authorized
Capital I and Il and the capital increase from conditional capital resulting from the exercise
of the conversion rights.

As of June 30, 2007, the Company had authorized capital of EUR 40,214,040. Under the
Articles of Association of Intershop Communications AG, the Management Board is entitled,
with the approval of the Supervisory Board, to increase the Company‘s share capital by
issuing new ordinary shares as follows:

- By up to a total of EUR 30,680,337 against cash or noncash contributions up to Sep-
tember 11, 2007 (Authorized Capital I). When increasing the share capital, the Manage-
ment Board is authorized to disapply the stockholders‘ subscription rights under certain
conditions with the approval of the Supervisory Board. In the first half of 2007, a capital
increase was implemented against non-cash contributions relating to claims to severance
payments by Mr. Ralf Mannlein in the amount of EUR 155,000; this became legally effec-
tive on June 6, 2007. As a result, Authorized Capital | was reduced from EUR 30,835,337
as of December 31, 2006 to EUR 30,680,337 as of June 30, 2007.
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- By up to a total of EUR 9,533,703 against cash contributions while disapplying the stock-
holders* subscription rights on the basis of the resolution adopted by the Annual Stock-
holders® Meeting on June 6, 2002 (Authorized Capital Il). The authorization of the Ma-
nagement Board applies until September 11, 2007. 92,557 employee stock options were
exercised and converted into Intershop ordinary bearer shares as part of the employee
stock option plan in the first three months of 2007. As a result, Authorized Capital Il was
reduced from EUR 9,626,260 to EUR 9,533,703. The capital increase became legally ef-
fective upon entry into the commercial register on March 16, 2007. In the second quarter,
132,911 employee stock options were exercised as part of the employee stock option
plan. The corresponding capital increase from Authorized Capital Il was not yet legally
effective as of the reporting date.

Conditional capital fell by EUR 999,413, from EUR 21,602,758 as of December 31, 2006 to

EUR 20,603,345. As of June 30, 2007, the Company‘s share capital has therefore been in-

creased conditionally by up to EUR 20,603,345 in order to issue 20,603,345 shares. Howe-

ver, due to capital reductions and options that have expired or were not issued, a maximum
of 2,219,960 shares may be issued in future from the conditional capital. The reduction in
conditional capital is a result of the exercise of conversion rights from the 2004 /2008 zero-
coupon convertible bonds in the exercise period following the 2007 Stockholders’ Mee-
ting. 999,413 bonds with a value of EUR 999,413 were converted into 999,413 shares of
the Company. As a result, Conditional Capital IV was reduced by EUR 999,413 from EUR

12,747,742 to EUR 11,748,329.

As of the reporting date, the changes to the Articles of Association relating to the
Company’s capital accounts resolved by the 2007 Annual Stockholder’s Meeting had not
been entered into the commercial register (For more details regarding the resolutions pro-
posed at the Stockholders’ Meeting, please refer to the section entitled “Other Disclos-
ures”).

Treasury Stock

On June 29, 2007, the Company borrowed 52,600 Intershop ordinary bearer shares free of
charge from the Chairman of the Supervisory Board, Michael Sauer, to meet the require-
ments under the employee stock option plan. The borrowed shares had a total value of EUR
163 thousand on June 29, 2007. Accordingly, the Company held 52,600 treasury shares
with a total value of EUR 163 thousand as of June 30, 2007.

Stock option plans
Option activity under the plans was as follows (in thousands of Euro, except per-share
data).

2007 2007 2006 2006

Number of shares Weighted ~ Number of shares Weighted average

outstanding average exer- outstanding exercise price

Six months ended June 30, cise price (Euro) (EUR)
Outstanding at beginning of period 5,302 1.43 453 18.38
Granted 226 1.88 5,136 1.17
Exercised (225) 1.00 0 0
Forfeited (461) 1.25 (168) 18,06

Outstanding at end of period

Exercisable options at end of period

1,567 1.59 296 16.44

Weighted average fair market value
of options granted during the year

226 1.08 5,136 0.70
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The following table summarizes information with respect to the stock options outstanding
on June 30, 2007:

Weighted
Number of average Weighted Number Weighted
options remaining average exercisable average
Range of exercise outstanding contractual life exercise price  onJune 30, 2007 exercise price
price (EUR thousand) (in years) (EUR) (EUR thousand) (EUR)
0.01-1.50 3,165 35 1.00 1,092 1.03
1.51-2.50 1,491 4.1 1.76 311 1.74
2.51-3.50 12 2.8 3.00 7 3.00
3.51-4.50 1 25 3.80 1 2.85
451 -23.70 173 4.0 5.23 157 5.17
4,842 37 1.38 1,567 1.59

The values of the options were calculated at the grant date using the Black-Scholes option
pricing model on the basis of the following assumptions:
Bandwidth from - to

Expected term in years 1.00 5.00
Risk-free interest rate in % 271 3.88
Volatility in % 79.00 109.78
Dividend yield in % 0.00 0.00
Exercise price in euros 1.00 7.65
Market price in euros 1.00 7.65
Option value in euros 0.56 4.62

The volatility of Intershop shares fluctuated between around 70 % and around 190 % over the
past five years, although a trend towards lower volatility can be identified. For options gran-
ted before January 1, 2006, the expected volatility was determined by calculating the average
historical volatilities of the Company‘s stock price for the last three years. For options gran-
ted from January 1, 2006 onwards, an expected volatility of 80 % was assumed, as the histo-
rical daily volatility in 2005 fluctuated in a corridor between around 80 % and around 100 %.
Intershop considers an expected volatility of 80 % for the next few years to be appropriate.

In accordance with IFRS 2.53, only options that were granted after November 7, 2002
and were not exercisable before January 1, 2005, as well as all options granted in 2004,
2005, 2006 and 2007, were taken into account in the calculation of the expense incurred
from option plans.

In first six months of 2007, the Company recognized expenses of EUR 473 thousand
relating to the stock option plans. These expenses amounted to EUR 724 thousand in the
first six months of 2006.
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The change as against
December 31, 2006 was as follows
(in EUR thousand):

Convertible bond liabilities

Convertible bonds are regarded as composite financial instruments, consisting of a debt and
an equity component. In subsequent periods, the debt component is measured at amortized
cost using the effective interest method. The effective interest rate is 18.026 % per year.

In the third conversion window (exercise period following the 2007 Annual Sharehol-
ders’ Meeting - May 14 to June 20, 2007), 999,413 convertible bonds were converted into
999,413 shares of the Company.

The liabilities from the convertible bond amounted to EUR 1,836 thousand as of June 30,
2007.

Convertible bonds outstanding before third conversion 2,629
Bonds converted during the third conversion window 999
Amortized cost as of December 31, 2006 2,716
Interest accrued on the convertible bond up to the third conversion window 245
Amortized cost before conversion 2,961
Converted portion relating to amortized cost (38.00 %) (1,125)
Converted bonds 999
Converted portion relating to amortized cost (38.00 %) (1,125)
Change in equity component after conversion 126

1,629,626 bonds arising from the convertible bond were outstanding as of June 30, 2007.
This amount is composed of the following:

Subscribed bonds 11,331,000
Bonds converted during the first conversion window

(November 2005) 4,886,402
Bonds converted during the second conversion window

(August / September 2006) 3,815,559
Bonds converted during the third conversion window

(May / lune 2007) 999,413

Convertible bonds outstanding as of September 30, 2006 1,629,626

Other financial liabilities

The Company has financial liabilities towards employees amounting to EUR 245 thousand
from bonus payments dependent on them reaching set corporate targets. No corresponding
provision needed to be recognized due to consolidated profit for the first half of 2007. The
liabilities towards employees come into effect if the corresponding targets are obtained
during the course of the current fiscal year.

Notes to the Consolidated Financial Statements 15



Restructuring costs

The following tables give an overview of the restructuring charges and the changes in provi-
sions for restructuring measures for the quarters ended June 30, 2007 and June 30, 2006,
respectively:

Three months ended Six months ended
in Euro thousand June 30, 2007 June 30, 2006 June 30, 2007 June 30, 2006
Employee Related Charges 711 0 711 0
Facility Related Charges 1,374 434 1,374 434
Total restructuring charges 2,085 434 2,085 434
Employee related Facility related
in Euro thousand charges charges Total
Accrued restructuring costs
at December 31, 2006 0 1,055 1,055
Restructuring charges from January 1, 2007 through
June 30, 2007 711 1,374 2,085
Cash Payments (541) (1,055) (1,596)
Currency Adjustments 0 0 0
Accrued restructuring costs
at June 30, 2007 170 1374 1544

On April 27, 2007, Intershop announced the implementation of a comprehensive restructu-
ring program. As part of this program, employee-related and facility-related measures were
carried out, which will lead to cost savings in the coming periods.

The provisions for employee-related charges primarily consist of expected future pay-
ments relating to the termination of employment contracts, including severance payments,
social security contributions, and legal costs, and to distributor contracts.

The Intershop Group recognized a provision for facility-related charges amounting to
EUR 1,055 thousand as of December 31, 2006. The provision relates to costs connected
with the legal dispute with the landlord in connection with office space at the Company‘s
headquarters in Jena. The Company repaid EUR 1,055 thousand to the landlord in February
2007 as a result of the judgment pronounced by the Jena Higher Regional Court. In light of
the attempts to finally settle risks associated with the litigation with Intershop’s landlord in
the near future, provisions for this item were increased.

Restructuring provisions are calculated on the basis of financial estimates and data
available as of June 30, 2007. Adjustments to the restructuring charges will be made in
future periods, if necessary, based upon actual events and available information at that
moment in time.
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Other operating income

Other operating income includes government grants amounting to EUR 309 thousand. EUR
293 thousand of this amount was received from Thiringer Aufbaubank and EUR 16 thousand
from the Federal Ministry of Education and Research.

Earnings per share
The calculation of basic and diluted earnings per share is based on the following data (in

EUR thousand):
Three months ended Six months ended
(in TEUR) June 30, 2007 June 30, 2006 June 30, 2007 June 30, 2006
Basis for calculating basic earnings per share
(consolidated net loss for the year) (1,660) (1,290) (3,076) (2,870)
Dilutive effect of potential ordinary shares: interest
on the convertible bond 125 258 245 560

Basis for calculating diluted earnings per share

The number of shares is calculated as follows:

Three months ended Six months ended

June 30, 2007 June 30, 2006 June 30, 2007 June 30, 2006
Weighted average number of ordinary shares used
to calculate basic earnings per share 21,726 21,727 21,557 21,563
Dilutive effect of potential ordinary shares:
convertible bond 2,540 2,540 1,292 1,292

Weighted average number of ordinary shares used to

calculate diluted earnings per share

The earnings per share is calculated as follows:

Three months ended Six months ended

June 30, 2007 June 30, 2006 June 30, 2007 June 30, 2006
Calculation of earnings per share (basic)
Consolidated net loss for the year (in EUR thousand) (1,660) (1,290) (3,076) (2,780)
Weighted average number
of shares (basic) 21,726 21,727 21,557 21,563
Earnings per share (basic) (in EUR) (0.08) (0.06) (0.14) (0.13)
Calculation of earnings per share (diluted)
Basis for calculating diluted earnings per share (1,535) (1,032) (2,831) (2,274)
Weighted average number
of shares (diluted) 24,266 24,267 22,849 22,855
Earnings per share (diluted) (in EUR) (0.06) (0.04) (0.12) (0.10)

Adjustment of earnings per share

(diluted) (in EUR)

As the diluted earnings reduce the loss per share, an adjustment is made to the amount of
basic earnings per share (antidilutive effect) in accordance with IAS 33 paragraph 43. In
accordance with IAS 33.64 the calculation of the number of shares was adjusted retrospec-
tively for the prior year.
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Segment reporting as of June 30, 2007 Germany U.S.A. Rest of the  Consolidation Group

in EUR thousand world
Revenues from external customers
Licenses 610 1,463 0 0 2,073
Consulting and training 2,001 1,260 0 0 3,261
Maintenance 1,361 254 0 0 1,615
Online Marketing 1,461 0 0 0 1,461
Other 44 0 0 0 44
Total revenues from external customers 5,477 2,977 0 0 8,454
Intersegment revenues 610 0 0 (610) 0
Total revenues 6,087 2,977 0 (610) 8,454
Net profit/loss for the period (1,231) (315) 64 (178) (1,660)
Net profit/loss for the period (adjusted) (2,735) 1,191 64 (180) (1,660)
Noncash income 0 0 0 0 0
Noncash expenses 1,880 0 0 0 1,880
Three months end June 30, 2006 Germany US.A. Rest of the  Consolidation Group
in EUR thousand world
Revenues from external customers
Licenses 834 195 0 0 1,029
Consulting and training 1,198 274 0 0 1,472
Maintenance 1,383 353 0 0 1,736
Other 11 0 0 0 11
Total revenues from external customers 3,426 822 0 0 4,248
Intersegment revenues 177 0 0 (177) 0
Total revenues 3,603 822 0 a77) 4,248
Net profit/loss for the period 50 (1,285) (37) (18) (1,290)
Net profit/loss for the period (adjusted) (1,413) 140 (15) (2) (1,290)
Noncash income 0 0 0 0 0
Noncash expenses 1,057 0 0 0 1,057
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Six months ended June 30, 2007 Germany US.A Rest of the  Consolidation Group

in EUR thousand world
Revenues from external customers
Licenses 1,418 1,472 0 0 2,890
Consulting and training 3,388 2,015 0 0 5,403
Maintenance 2,700 547 0 0 3,247
Online Marketing 2,951 0 0 0 2,951
Other 92 0 0 0 92
Total revenues from external customers 10,549 4,034 0 0 14,583
Intersegment revenues 828 0 0 (828) 0
Total revenues 11,377 4,034 0 (828) 14,583
Net profit/loss for the period (1,058) (1,810) 62 (270) (3,076)
Net profit/loss for the period (adjusted) (4,049) (1,189) 62 (278) (3,076)
Noncash income 0 0 0 0
Noncash expenses 2,262 0 0 0 2,262
Six months ended June 30, 2007 Germany US.A Rest of the  Consolidation Group
in EUR thousand world
Revenues from external customers
Licenses 1,200 1,663 0 0 2,863
Consulting and training 2,749 361 0 0 3,110
Maintenance 2,736 618 0 0 3,354
Other 18 0 0 0 18
Total revenues from external customers 6,703 2,642 0 0 9,345
Intersegment revenues 323 0 0 (323) 0
Total revenues 7,026 2,642 0 (323) 9,345
Net profit/loss for the period (814) (1,888) (75) (3) (2,780)
Net profit/loss for the period (adjusted) (3,721) 972 (31) 0 (2,780)
Noncash income 0 84 0 0 84
Noncash expenses 1,663 0 0 0 1,663

The segment reporting is prepared in accordance with IAS 14 (Segment Reporting). Seg-
mentation reflects the Intershop Group's internal management and reporting. The Company
has two direct sales units: Germany and the United States.
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The regions are
broken down as follows:

Notes to the content of
the individual line items:

Regions in first six months of 2007:

The ,,Germany“ segment comprises the Germany sales unit together with direct sales for
Central Europe (Germany, Austria, Switzerland) and for northern Europe, the Benelux coun-
tries, France, the United Kingdom, and ltaly. Direct sales in northern Europe, the Benelux
countries, France, the United Kingdom, and Italy are generated via distributors. The ,Rest
of the world“ segment includes the subsidiaries in Prague (Czech Republic) and Sweden (all
two companies had no operating activities) and reflects the derecognition of the interest in
Intershop Communications Singapore Pte. Limited.

The “Consolidation“ segment includes all transactions within the individual segments.

Regions in the first six months of 2006:

The ,Germany“ segment comprises the Germany sales unit together with direct sales for
Central Europe (Germany, Austria, Switzerland) and for northern Europe, the Benelux coun-
tries, France, the United Kingdom, and ltaly. Direct sales in northern Europe, the Benelux
countries, France, the United Kingdom, and Italy are generated via distributors. The ,Rest
of the world“ segment includes the subsidiaries in Prague, Czech Republic, and in Sweden,
and the subsidiary in Australia deconsolidated in 2006; all three companies had no ope-
rating activities in 2006. The “Consolidation“ segment includes all transactions within the
individual segments.

- Revenues from external customers represent revenues from the regions with third
parties outside the Group.

- Intersegment revenues include revenues from intersegment relationships.

- The net profit/loss for the period (adjusted) is arrived at as follows: The net profit/loss
for the period was adjusted for interest income and expense between group companies
and income and expense from deconsolidation.

- The ,net profit/loss for the period“ segment variable is the consolidated net profit or
loss as reported in the income statement.

- Noncash income includes the reversal of provisions for restructuring and provisions for
legal and litigation costs, as well as income from deconsolidation.

- Noncash expenses include interest on the convertible bond and provisions for legal and
litigation costs, provision for restructuring and expenses relating to the stock options
plans.

Litigation
In the first six months of 2007, the following changes occurred with respect to the litigation
described on pages 73 to 75 of the 2006 Annual Report:

The suspended action brought against the Company’s bank by the landlord concerning
the release of portions of the rental guarantee was reopened by the landlord.

In addition, the action that had been suspended by court order brought against the
Company by the landlord to vacate and surrender the entire rented property was reopened
by the landlord.

In the action brought against the Company by the landlord concerning the payment of
rent and ancillary costs, the independent expert has released his opinion, stating that faults
(still) exist in the rental property. The parties now have the opportunity to comment on the
expert opinion.
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In the Company‘s legal dispute with the landlord concerning the payment of a contractual
penalty, the Jena Higher Regional Court allowed the landlord’s appeal in a judgment of Janu-
ary 25, 2007. As a result, the Company repaid the contractual penalty received amounting
to EUR 929 thousand together with interest to the landlord in February 2007.

On March 7, the Company received notice of a partial claim by the landlord for payment
of the disputed rent for the years 2004 to 2007. The Company believes that the claim is
unfounded.

Furthermore, the landlord and the Company have initiated negotiations regarding the
settlement offer proposed by the landlord.

The landlord and the Company are continuing their constructive negotiations and are
attempting to reach an agreed settlement to all disputes in the short term.

In 2004, a claim against the Company for approximately USD 750,000 was filed with a
court in New York by a bank that advised the Company during its IPO in the United States
in 2000. The claim relates to costs that the bank is alleged to have incurred in mounting
a defense against the plaintiffs of the class-action lawsuit, in which a claim was also made
against the bank. The Management Board is convinced that the claims for payment asserted
against it are unjustified and has vigorously defended itself against them. Nevertheless, the
Company decided to negotiate a settlement with the bank regarding the claims asserted.
The settlement was reached on June 12, 2007 and provides for Intershop to pay the bank
USD 400,000. This settlement has no effect on results for the coming quarters because
the company had set up provisions some and had increased them in the second quarter of
2007.

On June 28, 2007, the Company was served with a notice of an action for rescission and
annulment brought by a stockholder against the resolutions passed at the at the Stockhol-
ders’ Meeting on May 9, 2007 with respect to agenda item 8 (buy-back authorization) and
agenda item 13 (waiver of possible claims for recourse against Mr. Gutsch). This action is
pending at the Commercial Division of Gera Regional Court under reference number 1 HK O
105/07. A hearing has not yet been scheduled. The Company is defending itself against this
action and is of the opinion that it is unfounded.

Related party disclosures

Related parties in accordance with IAS 24 are companies or persons that control or are
controlled by the Intershop Group, provided that they are not already included in the consoli-
dated financial statements. Control exists if a shareholder holds more than half of the voting
rights of Intershop Communications AG or has the power to influence the operating policies
of the Intershop Group‘s management by virtue of provisions of the Articles of Association
or contractual agreements.

The Intershop Group did not have any relationships with unconsolidated subsidiaries,
joint ventures, or associates as of June 30, 2007.

Members of Intershop Communications AG‘s Supervisory Board are also members of
supervisory boards of other companies, with which the Intershop Group has no business
relationships.

Mr. Michael Sauer, member of the Supervisory Board, is the managing director of Music
Store A.Sauer GmbH, with which Intershop has relations in the course of its ordinary busi-
ness activities. All transactions with this company are conducted on arm’s length terms.
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Responsibility statement

To the best of our knowledge, and in accordance with the applicable reporting principles
for interim financial reporting, the interim consolidated financial statements give a true and
fair view of the assets, liabilities, financial position and profit or loss of the group, and the
interim management report of the group includes a fair review of the development and per-
formance of the business and the position of the group, together with a description of the
principal opportunities and risks associated with the expected development of the group for
the remaining months of the financial year.

Other Disclosures
The 9th Annual Stockholders’ Meeting of Intershop Communications AG was held on May
9, 2007. Some 170 stockholders attended, representing about 27 percent of the share
capital.

The Stockholders’ Meeting voted not to approve the actions of the Management Board.
However, the actions of the Supervisory Board were approved.
The term of office of all the Supervisory Board members ended at the conclusion of the 2007
Annual Stockholders’ Meeting. The Stockholders’ Meeting elected Mr. Michael Sauer, Mr.
Sven Heyrowsky and Mr. Joachim Sperbel as members of the Supervisory Board.
The resolution to appoint an auditor did not receive the necessary majority.
The Stockholders’ Meeting approved the following resolutions:

- Resolution on the assumption by the Company of the D&O insurance premium for the
Supervisory Board members

- Resolution on performance-related remuneration of the Supervisory Board members

- Resolution on the extension of the authorization to buy back own shares and to dispose
of own shares in manner other than offering them to all stockholders or on the stock
market.

- Resolution approving the transfer of information by the Company to the stockholders
via remote data transfer (in accordance with section 30b(3) no.1 letter A of the WpHG
as amended)

- Resolution to waive possible claims for recourse against a former member of the
Supervisory Board, Mr. Hans W. Gutsch.

The previous authorizations regarding the existing Authorized Capital | and Authorized Ca-
pital Il were canceled and a new Authorized Capital | and Authorized Capital Il were crea-
ted. Conditional Capital IV was reduced and re-named Conditional Capital Ill. The required
changes to the Articles of Association (Article 4(5), Article 4(6), and Article 4(4)) were aut-
horized. The entry into the commercial register took place after the interim reporting date
with effect from July 5, 2007.
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Name

Directors‘ holdings

As of June 30, 2007, the following members of the Company‘s executive bodies held
direct or indirect Intershop Communications AG ordinary bearer shares or options to
purchase such shares, as well as shares in the 2004 /2008 zero-coupon convertible
bond issued by the Company.

Stock Convertible
Title, Function Shares held  options held* bonds

Michael Sauer

Chairman of the

Supervisory Board 297,813 )

Sven Heyrowsky

Member of the Supervisory Board 1,456,297 -

Joachim Sperbel

Member of the Supervisory Board - -

Friedhelm Bischofs

Chairman of the

Management Board 45,000 100,000

* The stock options were granted at the conditions of the 1999 stock option plan.

Securities transactions subject to reporting requirements

In the first half of 2007, the members of the Company’s executive bodies and related
parties made the following purchases and sales of Intershop ordinary bearer shares or
shares in the 2004 /2008 zero-coupon convertible bond issued by the Company.

Type of Type of Total value
Name Date security transaction Amount (EUR)
Supervisory Board
Michael Sauer * 12.01.2007 Share Purchase 37,901 72,928
17.01.2007 Share Purchase 19,000 44,080
18.01.2007 Share Purchase 17,473 36,936
12.01.2007 Share Purchase 12,527 26,683
06.03.2007 Share Leihe ™ 70,000 0
07.03.2007 Share Purchase 20,000 34,400
15.05.2007 Share Purchase 10,750 21,285
16.05.2007 Share Purchase 29,250 59,670
16.05.2007 Share Purchase 15,000 31,800
08.06.2007 Share Purchase 60,000 148,200
27.06.2007 Share (DE?)?)ZEI; 1.200 3,588
29.06.2007 Share Leihe ™ 52,600 0
Sven Heyrowsky ™ 26.06.2007 Share Purchase 138.000 358,800
27.06.2007 Share Purchase 151,631 394,241
Management Board:
Friedhelm Bischofs 11.05.2007 Share Sale 40,000 80,000
18.05.2007 Wandelanleihe Purchase 5,000 10,150
12.06.2007 Share Conversion 5,000 0

* These securities transactions were executed by Mr. Michael Sauer directly and by Kdlner Parkhaus und Parkplatz GmbH and
Music-Store Artur Sauer GmbH, which are subject to the disclosure requirements as related parties of Mr. Sauer.

** The securities transactions were executed by heycom GmbH, which is subject to the disclosure requirements as a related
party of Mr. Sven Heyrowsky.

*** Mr. Michael Sauer lent the Company Intershop ordinary bearer shares free of charge to cover requirements under the
employee stock option plan. The Company returned 70,000 shares on June 30, 2007. Therefore, there were 52,600 shares in
the Company’s possession as of June 30, 2007 (see the section entitled “Treasury Stock”).
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Intershop Shares

Intershop shares began the first quarter at EUR 1.55 on January 2, 2007, and closed at
EUR 3.09 on June 29, 2007. They reached a high of EUR 3.35 in the first half of 2007, and
recorded a low of EUR 1.54. The average trading volume was around EUR 117 thousand.

Key figures for Interhop shares JungOBC% Jun;o%% Decembezro%lé
Closing price* in EUR 3.09 1.96 1.58
Number of shares outstanding (th(’;'l‘js";ﬁgg 22,751 17,665 21,504
Number of shares - diluted (thya‘srgﬁg; 24,380 24,110 24,133
Market capitalization in EUR million 70.3 34.6 34.0
Market capitalization - diluted in EUR million 75.3 47.3 38.1
Free float in % 94 100 100
Shareholders™ equity in EUR million 5.7 7.1 6.9
Earnings per share in EUR (0.14)** (0.23)** (0.34)***

* in Xetra
**  six-months ended
*** Year 2006

Investor Relations Contact  Investor Relations
Intershop Communications AG
Intershop Tower
D-07740 Jena, Germany
Phone:  +49-3641-50-1370
Fax: +49-3641-50-1309
E-Mail:  ir@intershop.com
www.intershop.com/investors

This interims report contains forward-looking statements regarding future events or the future financial and operational performance of Intershop.
Actual events or results may differ materially from the results presented in these forward-looking statements or from the results expected accor-
ding to these statements. Risks and uncertainties that could lead to such differences include Intershop‘s limited operating history, the limited
predictability of revenues and expenses, and potential fluctuations in revenues and operating results, significant dependence on large individual
customer orders, customer trends, the level of competition, seasonal fluctuations, risks relating to electronic security, possible state regulation,
and the general economic situation.
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