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Key figures

| EARNINGS UNIT 01/01-30/06/2017 01/01 -30/06/2016
Revenue EUR million 20.8 17.0
Operating earnings EUR million 2.1 0.6
Earnings before taxes (EBT) EUR million 3.4 2.3

Consolidated net income for the period

(after non-controlling interests) EUR million 31 0.8

| BALANCE SHEET UNIT 30/06/2017 31/12/2016
Total equity and liabilities EUR million 98.3 103.5
Equity EUR million 41.6 38.6
Equity ratio % 42.3 37.3

| EMPLOYEES UNIT 01/01-30/06/2017 01/01 -30/06/2016

. Full-time
Average employee capacity equivalent 348 205
Personnel expenses EUR million 11.7 7.8
Personnel expense ratio % 56.6 45.7

| SHARE UNIT 30/06/2017 30/06/2016
Earnings per share (undiluted) EUR 0.10 0.03

Earnings per share (diluted) EUR 0.10 0.03




Ernst Russ AG | Semi-annual report 2017

Table of contents

TABLE OF CONTENTS

PAGE
Introduction | 4
Share & investor relations | 6

Interim group management report for
the first half-year 2017

| Page 10

PAGE
1.1 Foundations of the Group 112
|. Financial report [ 12
Il. Business operations 13
1.2 Assets, financial position and earnings of the ER Group | 14
I. Assets | 14
Il.  Financial position |14
IIl.  Earnings |15
1.3 Opportunities and risks |16
|. Opportunities [ 16
Il. Risks 17
1.4 Forecast |18
Interim consolidated financial statements of Ernst Russ AG | 20

Condensed notes to the consolidated financial statements of Ernst Russ AG

| 28




INTRODUCTION
The first half-year 2017

INTRODUCTION

Ernst Russ AG | Semi-annual report 2017

Dear shareholders
and business partners,

Having closed last year with positive con-
solidated net income, we are satisfied with
the course of the first half of 2017, which
was in line with our expectations.

In recent months we have continued to
work hard on the comprehensive repositi-
oning of the Ernst Russ Group as an asset
and investment manager with a maritime
focus, which is reflected in the key figures
for the first half-year. As a result, we were
able to increase operating earnings in the
reporting period to EUR 2.1 million.

We still assume that this positive trend will
continue in the second half-year and that
we will at least match last year's operating
earnings.

In June 2017, we joined with the Norwe-
gian company Pareto Securities AS to
establish Pareto Holding GmbH, which
along with its subsidiaries will act as a
new independent investment management
company for German institutional inves-
tors. This enables us to offer corporate
finance and fundraising services, as well
as investment products in the shipping and
real estate segments.

In the first half-year, we also established
Ernst Russ Maritime Management GmbH &
Co. KG, which pools all the necessary fund
and asset management services for the

maritime sector. This step represents a
further element in our strategic
positioning.

We also reorganised all trustee manage-
ment activities in the Ernst Russ Group
under the umbrella of PECURA Anleger-
und Treuhandservice GmbH, which enab-
led us to extend our market coverage. We
currently manage more than 200,000 fund
interests for over 140,000 investors here.
This allowed us to accelerate our repositio-
ning and further improve our

starting position.

The same applies to the new EFS Elbe
Financial Solutions GmbH. This joint
venture with the globally networked
investment specialist Ecofin Holdings
Limited (Jersey) will enable us to offer

our joint expertise to banks and investors.
We see great potential for our Group in
the development and launch of investment
products — for non-performing ship loans,
for example.
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We would like to thank our shareholders and
business partners for placing their trust in us
as we continue our intensive work to ensure the
company’s positive development.

Yours sincerely,

i s, ol sl

Jens Mahnke Ingo Kuhlmann David Landgrebe

Executive Board of Ernst Russ AG
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SHARE & INVESTOR RELATIONS

Share

The Ernst Russ share performed well in
the first half of 2017. Starting at a 2016
closing price of EUR 1.05, it rose to EUR
1.38 as of 30 June 2017, with a high for the
half-year of EUR 1.50 on 22 June 2017.

Basic data for the

Ernst Russ share as of 30 June 2017

The low for the year to date was EUR 1.04
on 2 January 2017. An average of 13,128
shares were traded every working day,
with an average daily trading volume of
EUR 16,758.

Share type

Number of listed shares

Market segment

Exchanges

First trading day / Issue price
ISIN

WKN

Stock exchange code

Reuters

Bloomberg

Common code

Designated sponsor

No-par registered shares

32,434,030

Scale (Frankfurt Stock Exchange)*, Mittelstandsborse
Deutschland (Hanseatische Wertpapierborse Hamburg)

Frankfurt Stock Exchange,
Hanseatische Wertpapierborse Hamburg

06/10/2005 / EUR 20.50
DEOOOA161077

A16107

HXCK

HXCKk.DE

HXCK:GR

022854488

ODDO SEYDLER BANK AG

*since 1 March 2017
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Shareholder structure of Ernst Russ AG
as of 30 June 2017

38.19%
———e Dohle Group

4.01%

Jens Mahnke
6.40%
————————+ MS “CORDULA

Schiffahrtsgesellschaft
16.08% - mbH & Co. KG

HSH Nordbank AG

Mr Robert Lorenz-Meyer re-elected
to the Supervisory Board of Ernst Russ AG

Mr Robert Lorenz-Meyer was confirmed in Together with Chairman Alexander Stuhl-
the Executive Board by resolution of this mann, Jochen Thomas Dohle and Robert
year’'s ordinary general meeting on Gartner he forms the Supervisory Board of
14 June 2017. Ernst Russ AG.
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management report

| 1.1. Foundations of the Group

| I Financial report

Global economic output should remain stable
this year, despite getting off to a slightly
slower start. The German Institute for Eco-
nomic Research (DIW) therefore confirms
its spring forecast and is expecting global
economic growth of 3.7% for the reporting
year, which is roughly in line with last year.

Consumer spending in developed economies
remains the main driver of global growth,
despite rising inflation rates, since unemploy-
ment has continued to decline, especially

in the USA and Europe. According to DIW,
however, there are still risks facing the
world economy. These particularly include
the Brexit negotiations and uncertainty
surrounding possible new elections in Italy.
Developments in emerging markets are set
to be dynamic. Slower investment growth
in China remains challenging, whereas
Russia's economy is becoming increasingly
stable. Renewed political turbulence in
Brazil is jeopardising its return to economic
growth. The International Monetary Fund
(IMF) sees global growth rates moving in
the same direction and is forecasting ex-
pansion of 3.5% for the full year 2017.

The IMF lists protectionist tendencies and
the potentially isolationist policy of the US
government as an additional risk factor.
Both forecasters have therefore revised
their predictions for 2017 slightly upwards.

Global trade, which is particularly impor-
tant for international shipping, is projected
to increase by 4.0% in 2017, compared with
2.7% in the previous year, according to the
IMF.

In the first half of 2017, there were sharp
movements within the different segments
of international shipping markets, but not
all in the same direction. For Ernst Russ AG
and its subsidiaries (ER Group), the perfor-
mance of the container, bulker and tanker
markets is particularly relevant. Charter
rates for container ships in almost all
classes rose suddenly in the second half
of March 2017, but since then have moved
sideways, with a slight decline evident
again since May. Despite this, the charter
rates obtained at the end of the first half-
year are still well above the previous year's
averages.
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The Baltic Dry Index stood at 901 points on
30 June 2017, which is still higher than the
low for the year to date of 685 on 14 Febru-
ary 2017, but below the highs for the year
recorded between March and May 2017.
This is also reflected in lower charter rates
for bulkers in all classes. However, charter
rates are still higher than the averages for
last year.

Average one-year charter rates for tankers
remained at a low level or fell even further
at the mid-point of the year.

| II. Business operations

Following the comprehensive repositioning
of the ER Group as a one-stop shop last
year, the first half of 2017 saw continued
intensive efforts to restructure the Group.

Ernst Russ Maritime Management GmbH &
Co. KG (ERMM) was established in April
2017. Fund and asset management services
for all maritime investments are to be
pooled under the roof of ERMM. This rep-
resents a further step towards combining
asset and investment management activi-
ties for various asset classes in independent,
active units. In addition to coordinating the
funding of ship purchases and advising on
ship acquisitions, ERMM's service port-
folio comprises the entire range of ship
management services. Ship management
as the core element includes technical

and commercial management, as well as
crewing.

In 2017, Ernst Russ AG established Pa-
reto Holding GmbH (Pareto) with its joint
venture partner Pareto Securities AS
from Oslo. Structured products are to be
launched on the German investment mar-
ket and distributed to institutional inves-
tors in particular. Under the umbrella of
Pareto Holding GmbH are Pareto Securities
GmbH, an independent investment com-
pany, and Pareto Restructuring Advisors
GmbH, which offers restructuring adviso-
ry services in particular. The investment
management company HCV Hanseatische

INTERIM GROUP MANAGEMENT REPORT
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Capital Verwaltung GmbH & Co. KG was
also transferred to Pareto Holding GmbH
and will be known in future as Pareto Al-
ternative Investments GmbH & Co. KG. The
aim of the joint venture is to combine the
German market access and wide-ranging
shipping expertise of the ER Group with
the international range and fundraising
strength of Pareto Securities AS, and so to
give German issuers access to international
providers of capital.

Another important element in the restruc-
turing of the ER Group is the joint venture
Elbe Financial Solutions (EFS), which was
established in 2017 with the investment
specialist Ecofin Holdings Limited (Ecofin).
The company enables banks to outsource
shipping loans and supports institutional
investors and specialised investment funds
with their investments in these credit
portfolios. It also offers credit management
and ship management solutions. Ecofin,
with its extensive experience of financing
in the energy and infrastructure sector,
and the ER Group, an experienced shipping
asset manager, are pooling their expertise
to offer a portfolio of end-to-end services.

1.2. Assets, financial position and
earnings of the ER Group

The presentation of the assets, financial posi-
tion and earnings is based on the accounting
figures in the interim consolidated financial
statements and follows economic criteria.

| I.Assets

Compared with 31 December 2016, total
assets declined by EUR 5.2 million from
EUR 103.5 million to EUR 98.3 million as of
30 June 2017.

Non-current group assets went down by
EUR 1.5 million from EUR 52.2 million to
EUR 50.7 million and so accounted for
51.6% of total assets. This change is large-
ly due to amortisation of EUR 2.3 million on
purchased service contracts, of which EUR

113
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1.2 million is an impairment loss. Goodwill
was also amortised by EUR 0.4 million in
the first half of 2017. By contrast, financial
assets increased by EUR 1.0 million to EUR
23.4 million, mainly thanks to the Pareto
joint venture established in the first half of
2017, which had acquisition costs of EUR
1.0 million.

Current group assets declined by EUR

3.7 million from EUR 51.3 million to EUR
47.6 million, largely due to a reduction of
EUR 3.3 million in liquid funds and low-

er prepaid expenses. Liquid funds fell to
EUR 25.0 million in the course of making
investments. For further comments on the
change in cash and cash equivalents we
refer to the section on the financial
position.

Equity increased as of 30 June 2017 com-
pared with 31 December 2016, , by EUR
3.0 million to EUR 41.6 million, particularly
due to the consolidated net income for the
period. The equity ratio went up to 42.3%
(31 December 2016: 37.3%).

Negative goodwill declined by EUR 2.4 mil-
lion due to reversals through profit or loss.

Provisions declined by EUR 3.5 million to
EUR 24.1 million, mainly because other
provisions were EUR 3.4 million lower,
which in turn was due to the utilisation
of provisions for personnel expenses
amounting to EUR 1.4 million.

Liabilities fell by EUR 2.8 million to EUR
19.5 million, Thanks to the involvement of
ER companies in the financial restructuring
of four ship funds, which entailed the sale
of the vessel in two cases, a reduction of
EUR 2.9 million in liabilities to banks was
agreed with the lending banks. A payment
of EUR 0.6 million was made to maintain
ship operations and a credit line of up to
EUR 0.4 million in total was provided to
two ship funds.

Ernst Russ AG | Semi-annual report 2017

The deferred tax liabilities shown as of
the reporting date result from the first-
time consolidation due to the disclosure of
unrealised gains and liabilities last year.
They will be reduced in line with the corre-
sponding assets and liabilities.

| II Financial position

Cash flow from operating activities for
the first six months of 2017 came to EUR
-2.4 million (previous year period: EUR 5.0
million). The decline was primarily due to
payments for provisions recognised last
year and income tax payments for prior
years.

Cash flow from investing activities came
to EUR -0.3 million (previous year period:
EUR -4.2 million). The deconsolidation

of HCV Hanseatische Capital Verwaltung
GmbH & Co. KG resulted in a cash outflow
of EUR 0.5 million. Payments of EUR 0.6
million were also made to two ship funds
in order to reduce their liabilities to banks
and maintain shipping operations. The ER
Group also received EUR 0.7 million in
dividends.

Cash flow from financing activities relates
solely to interest payments.

Taking into account changes due to ex-
change rates of EUR 0.3 million (previous
year period: EUR 0.1 million), cash and
cash equivalents were around EUR 3.3 mil-
lion lower as of 30 June 2017 at EUR 25.0
million. Cash and cash equivalents came to
EUR 28.3 million as of 31 December 2016.

| III. Earnings

Revenue of EUR 20.8 million was gen-
erated in the reporting period, which, as
planned, is higher than in the same period
last year (EUR 17.0 million). The increase
stems largely from higher ship manage-
ment revenue. Income went up by EUR 4.1
million to EUR 8.6 million due to the first-
time consolidation of Ernst Russ Reederei
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GmbH & Co. KG and its subsidiaries in the
full reporting period.

The increase of EUR 1.1 million in other
operating income (previous year period:
EUR 4.5 million) was principally the result
of reversing EUR 2.4 million of negative
goodwill from capital consolidation. By
contrast, income from written-off liabilities
was down by EUR 1.2 million.

The cost of materials and services went
up by EUR 0.3 million to EUR 3.1 million,
mainly relating to services purchased for
ship management, in particular expenses
for technical management and crewing by
sub-contractors.

Personnel expenses increased year-on-
year by over EUR 4.0 million in the first
half-year. The rise stems mainly from the
increase in average staff numbers from
205 to 348 compared with the same period
a year ago. This consists largely of sailors
who have been part of the ER Group since
Ernst Russ Reederei GmbH & Co. KG was
consolidated in April 2016. These sailors
account for 114 of the increase in average
employee capacity and for EUR 2.3 million
of the additional personnel expenses.

Other operating expenses

sank year-on-year to EUR 7.6 million. A de-
cline of EUR 0.7 million in legal and adviso-
ry costs due to the transactions completed
last year was partly responsible for the
lower other operating expenses. Write-
downs on receivables of EUR 2.1 million
(previous year period: EUR 2.1 million) also
reduced consolidated net income.

Depreciation and amortisation fell by EUR
0.3 million due to lower amortisation.

As planned, operating earnings for the ER
Group of EUR 2.1 million were higher
than last year (EUR 0.6 million).

INTERIM GROUP MANAGEMENT REPORT
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The non-operating result for the ER Group
in the first half of 2017 fell by EUR 3.7
million to EUR 0.5 million. In the reporting
period, the non-operating result particular-
ly includes income from the restructuring
of liabilities to banks of EUR 2.9 million.
This was offset by write-downs of EUR 1.2
million on purchased service contracts,
amortisation of EUR 0.4 million on good-
will and expenses of EUR 0.4 million from
currency translation.

The financial result for the first half of
2017 was positive at EUR 0.8 million, an
increase on the same period last year,
mainly due to lower amortisation of finan-
cial assets than last year.

The result of ordinary operations for the
first half-year of EUR 3.4 million was up
on the same period a year ago (EUR 2.3
million).

This leads to consolidated net income for
the period after non-controlling interests
of EUR 3.1 million, a significant year-on-
year increase (previous year: EUR 0.8
million).

1.3. Opportunities
and risks

The opportunities and risks for the busi-
ness of the ER Group were described in
detail in the opportunities and risks section
of the Annual Report 2016 (pages 60 to
77). It also explained the risk management
system in place at the ER Group. General-
ly speaking, these disclosures still apply
unchanged.

| I. Opportunities

Following the extensive restructuring work
last year and the company's transforma-
tion into an all-round provider of maritime
services, the ER Group is continuing its
work on developing the shipping asset
class in particular. In addition to the estab-
lishment of ERMM for the Funds and Asset
Management Ship service segment,

115
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we see good opportunities to integrate
other ship portfolios in future and so to
improve earnings even further.

As in the previous year, one main focus in
the first half of 2017 was on the structural
and legal reorganisation of the ER Group.
The aim is to streamline the structures

of the Group and to set up efficient units
for the different business areas in order
to bring the ER Group's broad range of
services to market. PECURA Anleger- und
Treuhandservice GmbH was established in
2016 to provide all trustee services with-
in the ER Group. In 2017, it was joined by
ERMM as a fund and asset manager for
the Ship asset class and the joint ventures
Pareto and EFS.

We therefore consider ourselves to be well
on the way to successfully offering our
broad range of services on the market with
competent and efficient profit centres. For
the ER Group, this will provide numerous
opportunities for achieving a sustainable
positive impact on the Group's assets,
financial position and earnings.

| II. Risks

The parameters of the following risks have
changed compared with the Annual Report
2016:

Liquidity and income risks from claims for
damages

Total claims from investors against com-
panies in the ER Group, for rescinding
investment contracts and payment of com-
pensation, based on their alleged liability
under the fund prospectus, amounted to
around EUR 135 million as of 30 June 2017
(31 December 2016: EUR 147 million).

In fact, the total amount must be seen in
terms of the probability of occurrence of
the individual risks. The extent to which
claims will be successful is evaluated at
least once a quarter in the course of the
risk management process. As of 30 June
2017, it is estimated that approximate-

ly 79% of the investor claims mentioned
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above are unlikely or very unlikely to be
successful (probability of occurrence of

1% to 30%). The ER Group will defend fully
itself against all such claims. At the pres-
ent time it cannot be ruled out, however,
that individual investors might be success-
ful with their claims against companies

in the ER Group. To the extent required by
the prudent commercial judgement, i.e. if a
claim against the ER Group is possible or
even probable, provisions have been rec-
ognised for pending and potential claims.
As of 30 June 2017 these provisions
amounted to EUR 5.0 million (31 December
2016: EUR 5.0 million).

Earnings and liquidity risks from contingent
liabilities

In accordance with the liquidity and dis-
tribution forecasts included in the pro-
spectuses, regular payments were made
to investors and the ER Group companies
involved, which were not covered by a
corresponding amount of accounting prof-
its (hereafter known as “liquidity distri-
butions”). In this case there is a risk that
limited partners entered in the commercial
register, which may include investors,
may be liable in accordance with Sections
171 and 172 (4) of the German Commer-
cial Code (HGB). No claims based on their
liability as a trustee limited partner have
currently been made against companies in
the ER Group in connection with an insol-
vency.

The total amount of liquidity distributions
made in the past within the meaning of
Sections 171 and 172 (4) HGB is EUR 281
million as of year-end (31 December 2016:
EUR 274 million). The amount of liquidity
distributions at risk of repayment is es-
timated at around EUR 38.6 million (31
December 2016: EUR 46.6 million) for the
funds where the ER Group cannot current-
ly rule out claims. If the trustee limited
partner has to repay liquidity distributions,
it would be able to have recourse to the
individual investors under the terms of
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the trustee agreement for that part of the
repayment attributable to the capital under
fiduciary management. Taking such re-
course claims into account, the ER Group
estimates the amount of the remaining
risk at EUR 3.3 million (31 December 2016:
EUR 5.4 million). Provisions of EUR 2.3
million have been recognised in the inter-
im consolidated financial statements as

of 30 June 2017 (31 December 2016: EUR
2.8 million) for the risk that the recourse
claims cannot be enforced against individ-
ual investors.

| 1.4. Forecast

The German Institute for Economic Re-
search (DIW) projects global economic
growth of 3.7% this year (previous year:
3.6%) and growth of 3.8% for 2018. The
DIW is keeping its forecast stable, while
general inflation rates have risen.

The International Monetary Fund (IMF) also
revised its forecast slightly for 2017 and

is now expecting global economic output
to increase by 3.5% (previous year: 3.1%)
and by 3.6% in the year 2018. The IMF is
predicting stable growth of 1.7% in the
eurozone.

Overall, the IMF has the more optimistic
outlook: China's economic growth stabi-
lised at 6.9% in the first quarter, global
consumer prices are rising and the oil
price has increased by 40% since OPEC cut
production last year.

It sees risks in the geopolitical tensions,
trade barriers and interest rate increases
in the USA. According to the DIW, emerg-
ing markets would be most affected if
the Federal Reserve were to raise the US
interest rate, since capital would be with-
drawn from their economies. Tapering the
US Federal Reserve's programme of bond
purchases also entails risks for global
financial markets. The IMF predicts that
global trade, a key indicator for interna-
tional shipping, will increase by 4.0% year-
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on-year in 2017. That is 0.2% percentage
points more than the 3.8% forecast in the
Annual Report 2016.

A new high for the ISL Container Through-
put Index and further increases in the
Shanghai Container Index (918.18 points
on 30 June 2017, against 827.27 a week
earlier) are positive signals for the future
of the container shipping market. The num-
ber of laid-up ships is still relatively low,
so in some classes there are only a limited
number of free vessels available. All this
could lead to higher rates in the second
half of the year. Charter rates in the bulker
market are expected to go down further
rather than up again in the short and medi-
um term, but this may also be a correction
to a possible overshoot in the first quarter
of 2017. Forecast fleet growth for 2017 is
still very slow at around 3.2%, and is only
projected to be about 1% in 2018, which
can be interpreted as a positive signal for
the future. The supply of tankers exceeds
demand. For 2017, Clarksons is calculat-
ing that demand for oil tankers will rise

by 3.5% and demand for product tankers
by 2.5%. The global oil market is also still
subject to considerable uncertainty. Growth
of the entire tanker fleet in 2017 is pre-
dicted to come to around 12% by vessel
tonnage.

Expectations for the performance of the
ER Group in 2017 were described in detail
on pages 78 to 80 of the Annual Report
2016. There were no significant changes
in the reporting period. Overall, we are
still expecting positive operating earnings
(earnings before non-operating result, net
interest and investment income and taxes)
for 2017, which should be on par with the
previous year.
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Consolidated income statement for
the period from 1 January to 30 June 2017

| IN EUR THOUSAND NOTE * 1.1.-30/06/2017 1.1.-30/06/2016
1. Revenue (3) 20,756 17,029
2. Decline in unfinished products -170 0
3. Other operating income (4) 9,084 11,989
4. Cost of materials and services (5)
a) Raw materials, consumables and supplies 0 -41
b) Purchased services -3,138 -2,811

5. Personnel expenses

a) Wages and salaries -10,635 -6,949

b) Social security contributions,

retirement and other benefits -1.113 842
- of which for retirement benefits EUR -65 thousand
(previous year: EUR -47 thousand)
6. Depreciation, amortisation and impairment
a) on intangible assets and property, plant and equipment (6) -3,160 -2,647
b) on current assets, to the extent that they exceed the
-764 -798
normal level for the company
7. Other operating expenses (7) -8,277 -10,182
8. Net income from investments in associates 19 89
9. Income from equity interests 664 1,633
- of which from affiliates EUR 48 thousand
(previous year: EUR 46 thousand)
10. Income from loans held as financial investments 54 0
11. Other interest and similar income 991 1,185
12. Amortisation of financial investments and securities (8) -653 -4,869
13. Interest and similar expenses -297 -531
14. Income taxes (9) -135 -1,417
- of which income due to changes in deferred taxes
EUR 610 thousand (previous year: expenses of
EUR -488 thousand)
15. Earnings after tax 3,226 838
16. Other taxes -42 -2
17. Consolidated net income before non-controlling interests 3,184 836
18. Consolidated net income attributable to
L -52 -9
non-controlling interests
19. Consolidated net income after non-controlling interests 3,132 827
20. Loss carried forward -1,206 -7,432
21. Consolidated net profit 1,926 -6,605

(previous year: consolidated net loss)

* Number of note to the consolidated income statement

20 |
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| Consolidated balance sheet as of 30 June 2017

| ASSETS IN EUR THOUSAND 30/06/2017 31/12/2016
A. Fixed assets 46,234 48,274
I. Intangible assets
1. Service contracts acquired for consideration 14,838 17,124
2. Purchased concessions and licences 761 1,037
3. Goodwill 6,865 7,270
Il. Property, plant and equipment
1. Buildings on third-party land 6 7
2. Other equipment, operating and office equipment 362 449
Il. Financial investments
1. Interests in affiliated companies 954 1,047
2. Equity interests 19,814 19,975
3. Loans to investees and investors 575 570
4. Investments in associates 1,912 626
5. Non-current securities 147 169
B. Current assets 49,053 51,855
I. Inventories
1. Unfinished services 445 615
2. Land and buildings held for sale 7,049 7,049
Il. Receivables and other assets
1. Trade receivables 8,239 8,242
2. Receivables from affiliates 341 295
3. Receivables from investees and investors 1,290 1,598
4. Other assets 6,618 5,730
I1l. Other securities 52 53
IV. Cash at hand and bank balances 25,019 28,273
C. Prepaid expenses 310 628
D. Deferred tax assets 2,653 2,722
Total assets 98,250 103,479
| EQUITY AND LIABILITIES IN EUR THOUSAND 30/06/2017 31/12/2016
A. Equity 41,626 38,585
|. Subscribed capital 32,434 32,434
Il. Capital reserves 6,657 6,657
Il. Accounting profit/loss 1,926 -1,206
IV. Other comprehensive income 61 77
V. Non-controlling interests 548 623
B. Negative goodwill 6,061 8,486
C. Provisions 24,099 27,632
1. Provisions for pensions and similar obligations 2,004 2,003
2. Provisions for taxes 2,411 2,519
3. Other provisions 19,684 23,110
D. Liabilities 19,475 22,177
1. Liabilities to banks 9,295 12,167
2. Payments received on account 294 459
3. Trade payables 1,513 1,722
4. Liabilities to affiliates 873 874
5. Liabilities to investees and investors 1,626 1,458
6. Other liabilities 5,874 5,497
E. Deferred income 2,668 1,599
F. Deferred tax liabilities 4,321 5,000
Total equity and liabilities 98,250 103,479
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Consolidated cash flow statement (DRS 21)

EUR THOUSAND
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01/01-30/06/2017

01/01-30/06/2016

Consolidated net income for the period, including earnings attributable to
non-controlling interests

Depreciation, amortisation, impairment charges and write-backs
Decrease / increase in provisions

Other non-cash expenses / income

Increase / decrease in inventories, trade receivables and other assets not
attributable to investing activities

Increase in trade payables and other equity and liabilities not attributable to
investing or financing activities

Gains (-) / losses (+) on the disposal of fixed assets

Interest expenses / income

Other investment income

Income tax expense / income

Income tax payments

Cash flow from operating activities

Cash outflows for investment in intangible assets

Cash inflows from the disposal of property, plant and equipment
Cash outflows for investment in property, plant and equipment
Cash inflows from the disposal of financial investments

Cash outflows for investment in financial investments

Change in cash and cash equivalents due to disposals from (previous year:
additions to) the group of consolidated companies

Interest received
Dividends received
Cash flow from investing activities

Cash inflows from capital contributions from other shareholders

Cash inflows from capital contributions from shareholders of the
parent company

Cash inflows from bond issuance and borrowing
Cash outflows for repayment of bonds and borrowing
Interest paid

Cash flow from financing activities

Change in cash and cash equivalents

Change in cash and cash equivalents due to exchange rates

Change in cash and cash equivalents due to changes in the group of consol-
idated companies

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

3,184

3,568

-3,372

-4,517

-190

1,264

-693

-664

-1,154

-2,434

=72

-32

477

-897

-512

39

673

-324

-242

-242

-3,000

-279

25

28,273

25,019

836

6,745

-5,654

2,096

1,842

1,175

-492

-654

-1,591

1,417

-672

5,048

-535

5,864

37

8,000

-9,250

-126

-1,339

-519

-146

12,775

12,110

Cash and cash equivalents corresponds to the balance sheet item of the same
name and consists largely of bank balances
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| Changes in group equity

EQUITY OF THE

SUBSCRIBED

IN EUR THOUSAND CABITAL CAPITAL RESERVES
SECTION 272 (2) SECTION 272 (2)

NO. 1-3 HGB NO. 4 HGB ToTAL
As of 01/01/2016 26,209 2,421 0 2,421
Transfer to capital reserve 0 0 962 962
Capital increase in kind 6,225 3,274 0 3,274
Consolidated net income 0 0 0 0
Other comprehensive income 0 0 0 0
Minority interests 0 0 0 0
Total comprehensive income 0 0 0 0
As of 31/12/2016 32,434 5,695 962 6,657
As of 01/01/2017 32,434 5,695 962 6,657
Consolidated net income 0 0 0 0
Other comprehensive income 0 0 0 0
Minority interests 0 0 0 0
Total comprehensive income 0 0 0 0
As of 30/06/2017 32,434 5,695 962 6,657
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NON-CONTROLLING CONSOLIDATED

PARENT COMPANY

INTERESTS EQUITY
EQUALISATION
RETAINED ITEM FOR
OTHER COMPREHENSIVE INCOME TOTAL TOTAL
EARNINGS NON-CONTROLLING
INTERESTS
EQUALISATION ITEM FOR TRANS-
ACCOUNTING
LOSS LATION OF ACCOUNTS IN FOREIGN
CURRENCIES
-7,432 112 21,310 0 21,310
0 0 962 0 962
0 0 9,499 0 9,499
6,226 0 6,226 157 6,383
0 -35 -35 0 -35
0 0 0 466 466
6,226 -35 6,191 0 6,191
-1,206 77 37,962 623 38,585
-1,206 77 37,962 623 38,585
3,132 0 3,132 52 3,184
0 -16 -16 0 -16
0 0 0 -127 -127
3,132 -16 3,116 0 3,116
1,926 61 41,078 548 41,626
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CONDENSED NOTES TO THE
CONSOLIDATED FINANCIAL STATEMENTS
General remarks
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Condensed notes to the
consolidated financial statements

of Ernst Russ AG

(for the interim consolidated financial statements as of 30 June 2017)

| General remarks

| (1) Information about the company
and the Group

Ernst Russ AG, whose place of business is
Burchardstraf3e 8, 20095 Hamburg, Germa-
ny, is registered in the commercial register
of the Hamburg District Court under HRB
93324, By resolution of the general meet-
ing held on 23 June 2016, the company’s
name was changed from HCI Capital AG to
Ernst Russ AG. The new name was entered
in the commercial register on 25 July 2016.

The company's share capital of EUR
32,434,030.00 is divided into 32,434,030
no-par registered shares.

The company has been listed in the Entry
Standard segment of the Frankfurt Stock
Exchange since 15 May 2012 (in the “Scale”
segment since 1 March 2017) and in the
Mittelstandsborse Deutschland segment of
Hanseatische Wertpapierborse Hamburg
since 16 November 2012. As of 30 June
2017, according to the information avail-
able to the company, 12,386,630 shares
(38.19%) are held by Mr Jochen Dohle or
companies controlled or significantly influ-
enced by him, 5,215,596 shares (16.08%)
by HSH Nordbank AG, 2,075,415 shares
(6.40%) by MS “CORDULA" Schiffahrts-
gesellschaft mbH & Co. KG and 1,300,000
shares (4.01%) by Jens Mahnke. The re-
maining shares make up the free float.

Ernst Russ AG and its subsidiaries (here-
after: the ER Group) form a services group
that mostly operates in Germany. The
Group's commercial activities include in
particular maritime shipping operations
with owned and chartered vessels, ship
management and shipbroking activities,
including freight brokerage, chartering, the
provision of shipping services of all kinds
and of commercial and technical advisory
services. Structuring and launching alter-
native investment funds are also an impor-
tant part of its commercial operations. In
addition, the Group provides trustee servic-
es for the capital raised from its investors
(Investor Management) and manages fund
assets (Asset Management).

In accordance with Section 317 of the Ger-
man Commercial Code (HGB), the interim
consolidated financial statements and the
interim management report have not been
audited or reviewed by the auditors.

| (2) Accounting methods

The interim consolidated financial state-
ments of Ernst Russ AG as of 30 June 2017
were prepared in accordance with Sections
290 et seq. HGB.
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The accounting methods applied to the im consolidated financial statements as of
interim consolidated financial statements 30 June 2017 should therefore be read in
of the ER Group are the same as those conjunction with the consolidated financial
applied to the consolidated financial state- statements as of 31 December 2016.

ments as of 31 December 2016. The inter-

| (3) Revenue

Revenue is made up as follows:

EUR THOUSAND 1.1.-30/06/2017 1.1.-30/06/2016
Ship 4,868 6,858
Real estate 757 240
Other 851 981
Investor Management 6,476 8,079
Ship 1,611 484
Life Insurance 651 664
Real Estate 1739 1,528
Other 709 808
Asset management 4,710 3,484
Crewing 4,926 1,607
Commercial and technical ship management 2,725 1,498
Other 902 965
Ship Management 8,553 4,070
Charter income 0 835
Other 1,017 561
Total revenue 20,756 17,029

| (4) Other operating income

Other operating income came to EUR EUR 865 thousand (previous year period:
9,084 thousand (previous year period: EUR EUR 2,031 thousand), EUR 811 thousand from
11,989 thousand) and consists mainly of the reversal of provisions (previous year
income of EUR 2,872 thousand from the period: EUR 7,603 thousand), income of EUR
restructuring of liabilities to banks, income 550 thousand from the deconsolidation of two
of EUR 2,424 thousand from the reversal of former subsidiaries and income of EUR 123
negative goodwill (previous year period: thousand from currency translation (previous
EUR 0), the recovery of previously year period: EUR 172 thousand).

written-off receivables amounting to

129
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CONDENSED NOTES TO THE
CONSOLIDATED FINANCIAL STATEMENTS
Notes on the consolidated balance sheet

| (5) Cost of materials

Expenses for raw materials, consumables
and supplies in the previous year mainly
relate to expenses for lubricants and fuel
for the shipping operations that were dis-
continued in February 2016.

Expenses for purchased services con-

sist mainly of EUR 2,023 thousand for
third-party services in connection with the
sub-management of ships (previous year
period: EUR 1,134 thousand) and expenses
of EUR 705 thousand for sub-contractors
of crewing services (previous year period:
EUR 197 thousand).

| (6) Amortisation, depreciation and impairment

Amortisation, depreciation and impairment
of EUR 3,160 thousand (previous year peri-
od: EUR 2,647 thousand) is made up of EUR
3,039 thousand in amortisation (previous
year period: EUR 2,497 thousand) and EUR
121 thousand in depreciation (previous
year period: EUR 150 thousand). Of total
amortisation, EUR 1,219 thousand repre-
sents impairment losses (previous year:
EUR 478 thousand).

| (7) Other operating expenses

Other operating expenses of EUR 8,277
thousand (previous year period: EUR
10,182 thousand) include legal, auditing
and advisory costs of EUR 2,094 thousand
(previous year period: EUR 2,698 thou-
sand), write-downs on receivables of EUR
2,077 thousand (previous year: EUR 2,094
thousand), rental and leasing expenses of
EUR 1,275 thousand (previous year period:
EUR 1,193 thousand) and currency transla-
tion expenses of EUR 414 thousand (previ-
ous year period: EUR 265 thousand).
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|  (8) Amortisation of financial investments
and current securities

Impairment charges of EUR 635 thousand
relate mainly to equity interests (previous
year period: EUR 4,869 thousand).

I (9) Income taxes

Income taxes, including taxes for prior
years, of EUR 135 thousand (previous
year period: EUR 1,417 thousand) include
current tax expenses of EUR 745 thousand
(previous year period: EUR 929 thousand)
as well as deferred tax income of EUR 610
thousand (previous year period: tax ex-
pense of EUR 488 thousand).

Notes on the consolidated
balance sheet

| (10) Intangible assets

In the course of the first-time consolidation
of the Konig & Cie. Group and Ernst Russ
Reederei GmbH & Co. KG last year, unre-
alised gains were recognised, especially
relating to contracts for trustee services,
charter commissions, management, crew-
ing and ship management. These contracts
were recognised at their fair value. Their
useful life is from one to twelve years
depending on the remaining term of the
contracts. Amortisation takes place on a
straight-line basis; only one contract is
amortised on the basis of performance,
since the pattern of benefits fluctuates.
Impairment losses of EUR 1,219 thousand
were recognised as of 30 June 2017, since
the impairment is likely to be permanent.
In the course of the initial consolidation of
Konig & Cie. GmbH & Co. KG, Konig & Cie.
Holding GmbH & Co. KG and Ernst Russ
Reederei GmbH & Co. KG, goodwill was
recognised for each of the companies. It

is amortised on a straight-line basis over
a useful life of ten years. The useful life is
based on the terms of the main service
contracts.
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| (11) Other comprehensive income

Changes in the fair value of availa-
ble-for-sale financial instruments and
equalisation items from the translation of
financial statements in foreign currencies
are recognised in other comprehensive
income.

|  Other information

| (12) Contingent liabilities and other
financial obligations

Some companies in the ER Group are
registered in the commercial register as
trustee limited partners for investors in
portfolio funds with the liable capital of
these investors. In line with the distribution
policies of many funds, which distribute
surplus cash not covered by profits to
investors, the limited partners in these
funds, and so the ER Group companies

as trustee limited partners, are liable in
accordance with Sections 171 and 172 (4)
HGB. This means that any distributions of
liable capital must be repaid to the re-
spective fund. In practice, this occurs if the
fund becomes insolvent and can no longer
repay its creditors. This may initially result
in a substantial cash outflow for the ER
Group from the liability of some companies
in the Group as trustee limited partners
within the meaning of Sections 171 and
172 (4) HGB. The trustee limited partner
would have a recourse claim against the
investors, however, which would have

to be enforced individually. The risk de-
scribed here is addressed by involving

the restructuring team from the Investor

Management segment in fund turnarounds.

The total amount of distributions by funds
not covered by profits is EUR 281 million
(31 December 2016: EUR 274 million). If
claims were to be made against them, the
companies in the ER Group would have

a corresponding recourse claim against
the individual investors who received the
excess distributions.

CONDENSED NOTES TO THE
CONSOLIDATED FINANCIAL STATEMENTS
Other information

The ER Group has an obligation of EUR
13.8 million from a reduction in the limited
partnership capital of an investee compa-
ny. This liability expires in the course of
2017. A former shareholder has indemni-
fied the ER Group against this obligation.
A secondary liability risk remains for the
ER Group if the subsidiary and the former
shareholder should not fulfil their obliga-
tions. There is also a liability risk of EUR
0.3 million as defined in Sections 171 and
172 (4) HGB from past withdrawals from
the company.

The ER Group has an obligation of EUR 1.7
million towards another investee compa-
ny from an unpaid capital contribution.

An agreement has been reached with the
lending bank that this limited partnership
capital will not be called up. There remains
a risk that other creditors may press
claims if the partnership becomes insol-
vent. Since the partnership has a positive
cash flow forecast, the ER Group considers
that this is unlikely to occur.
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CONDENSED NOTES TO THE
CONSOLIDATED FINANCIAL STATEMENTS
Other information

As of 30 June 2017, there were also
the following contingent liabilities and
other financial obligations:

EUR
THOUSAND

30/06/2017

EUR
THOUSAND
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31/12/2016

usb EUR

EUR usb

THOUSAND THOUSAND THOUSAND THOUSAND

Guarantees and other obligations 4,113

Future payments in operating leases 3,017

3,226

3,017

949 5,459

3,956

3,478 2,088

3,956

There are no contingent liabilities or other
financial obligations towards non-consoli-
dated affiliated subsidiaries.

| (13) Events after the reporting date

By contract dated 16 May 2017, the ER
Group sold an unbuilt plot of land in Leip-
zig for EUR 1,340 thousand. Possession,
rights and obligations were transferred
at the end of August 2017. Allowing for
the carrying amount of the land, revenue
of EUR 291 thousand was recognised in
the second half of 2017. In addition, the
negative goodwill of EUR 804 thousand
from capital consolidation will be reversed
through profit or loss in this context.

As of 30 June 2017, Ernst Russ AG holds
36% of the shares in eFonds AG (formerly
eFonds Solutions AG). The shares were
previously valued using the equity method.
By contract dated 11 July 2017 with notice
of completion dated 21 August 2017, Ernst
Russ AG sold half its shares in eFonds AG
(18%). This results in a disposal gain of
EUR 1.5 million at the level of the consol-
idated financial statements. In future, the
company will be held as an equity interest
at the lower of cost and value.
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| (14) Supervisory Board

The Supervisory Board of Ernst Russ AG is
composed of the following members as of
30 June 2017:

I  Mr Alexander Stuhlmann,
Management consultant, Hamburg
(Chairman)

I Mr Jochen Thomas Dohle,
Shipping merchant, Hamburg

(Vice Chairman)

Hamburg, September 2017

Jens Mahnke Ingo Kuhlmann

CONDENSED NOTES TO THE
CONSOLIDATED FINANCIAL STATEMENTS
Other information

Mr Robert Gartner, Merchant,
Schliersee

Mr Robert Lorenz-Meyer,
Merchant, Hamburg

o b, o

David Landgrebe

Executive Board of Ernst Russ AG
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DISCLAIMER

Forward looking statements | Clarkson Research Services Limited

Disclaimer

| Forward looking
statements

These documents include forward looking
statements and information about future
developments that are based on the con-
victions of the Executive Board of Ernst
Russ AG and on assumptions and informa-
tion currently available to Ernst Russ AG.
Words such as “expect”, “estimate”, “as-
sume”, “intend”, "plan”, “should”,

“could”, “project” and similar terms re-
ferring to the company are intended to
indicate such forward looking statements,
which are subject to uncertainties.

There are many contributing factors which
could mean that the actual results of the
ER Group are materially different from the
predictions for the future made in such
forward looking statements.

Ernst Russ AG assumes no responsibility
towards the public to update or correct
forward looking statements. All forward
looking statements are subject to various
risks and uncertainties, which may mean
that the actual results differ quantifiably
from expectations. The forward looking
statements reflect the views at the time at
which they were made.
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Clarkson Research
Services Limited

Clarkson Research Services Limited (CRSL)
have not reviewed the context of any of

the statistics or information contained in
the commentaries and all statistics and
information were obtained by ER from
standard CRSL published sources. Further-
more, CRSL has not carried out any form of
due diligence exercise on the information,
as would be the case with finance raising
documentation such as Initial Public Offer-
ing (IPOs) or Bond Placements. Therefore,
reliance on the statistics and information
contained within the commentaries will

be for the risk of the party relying on the
information and CRSL does not accept any
liability whatsoever for relying on the
statistics or information.
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LEGAL INFORMATION
Legal information

Legal information
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