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Hamburg, November 30, 1999 
 

  Nine Month Report, 1999 
 
To Our Shareholders: 

 
 

  
We are delighted to present the consolidated nine-month results of artnet.com AG 
(“artnet.com”) following our first full quarter as a public company.  We are executing many of 
the initiatives established at the time of our public offering – marketing, recruitment and 
technological infrastructure -- with positive results.  This effort has borne fruit in a range of 
areas, most importantly marketing.   
 

Branding 
Campaign 
Produces 
Impressive Traffic 
Gains 

 Marketing and branding were the focus of the quarter.  E-commerce Web sites that do extensive 
marketing ahead of competitors establish a long lead, because marketing activities drive Web 
site traffic, and traffic in turn is a major revenue driver.  From June through October, our most 
important measures of traffic -- page requests, visits and users -- were up dramatically, rising 
124%, 175%, and 69% respectively, even though the summer season is the slowest period for 
the art business.  (Note that user statistics are understated due to the inability of some domains 
to separately identify individuals, most notably America Online.)  The traffic increase is a direct 
result of our marketing and branding programs, which were broadened from art trade 
publications to include major general readership newspapers, consumer magazines, direct 
marketing and online advertising.  These programs will accelerate through the remainder of this 
year and next as we continue to position artnet.com as the world’s premier online art 
destination, and form much of the basis of e-commerce revenue growth in the coming year. 
 

 
    Traffic Increases Dramatically 

 June September October 
Page Requests 1,007,300 1,781,300 2,252,200 
Visits 170,500 357,200 469,500 
Users 109,600 157,900 185,000 

 
America Online 
Agreement Boosts 
Traffic 
 
 
 
 
 
High Quality 
Recruits, Much 
Progress 
Throughout the 
Company 

 In September, a key marketing alliance with America Online (AOL) commenced, securing 
artnet.com with prominent positioning in AOL’s shopping area and banner advertisement 
placement throughout all AOL Web properties (AOL, AOL.com, Compuserve, and Netscape) 
on their US and German sites.  Page requests from users in the AOL domain have jumped from 
173,300 in June to 408,500 in October, an increase of 136%.  This climb has grown even more 
dramatically at the start of November.  All three measures are again reaching new highs as a 
result of two theme events and related promotion, Icons of the 20th Century and Nudes.   
 
High quality staff recruitment has set the stage for our overall business growth and the 
expansion of online auctions.  Full time headcount numbered 93 at the end of September, an 
increase from 76 for June and 44 for September 1998.  Additions include auction specialists, a 
salesperson, technology personnel, customer service staff, production personnel and executives, 
and our hires are now substantially complete for 1999.  Our new auction category launch, 20th 
Century Decorative Arts, is gathering momentum.  Our customer service desk is now operating 
24 hours per day, seven days per week (“24x7”) to help users complete purchases, bid in 
auctions, answer questions and resolve problems. Our technology staff has successfully 
upgraded auction software and made other significant improvements. 
 

High Technological 
Competence 

 Our level of technological competence has risen to the highest standards.  Through the 
installation of multiple, high-speed T-3 digital communication lines and banks of powerful Web 
and database servers, artnet.com is prepared for the  anticipated increase in  traffic.  The new 
hardware provides our customers with a satisfying and fast Web experience, and will support us 
throughout the coming year.  Software upgrades complete the technology picture.  An improved 
e-commerce solution for the bookstore, next generation auction software,  heightened Web site 
security with firewalls and system redundancies, and other back end upgrades all contribute to 
site scalability and stability.  They also afford us better data-gathering and data-mining 
capabilities and cost reductions through automation of some production functions, among other 
benefits. 
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  In short, we are well on the way to achieving the strategic objectives of the public offering.  We 

have secured the platform from which to expand rapidly in the coming months. 
 

Financial 
Reporting Changes 
Improve Clarity 

 With this report we inaugurate changes to our financial reporting, providing more information 
and changing our reporting categories to better reflect the costs of doing our business.  Cost of 
Goods Sold, which previously contained a large component of labor costs not directly tied to 
incremental revenue, has been simplified to reflect costs of retail sales.  Costs of Product 
Support, Production and Editorial are separately identified to show direct and indirect costs for 
our products and services, plus the customer service and technology supporting them.  Sales and 
Marketing separately identify the costs of our advertising and branding campaigns, the 
marketing staff to create them and the selling commissions and staff to generate our advertising 
revenue.  General and Administrative reflects central costs such as facilities, network, Internet, 
legal, accounting, and executive.  Finally, though nearly all of our transactions are in US dollars, 
we have added a Deutsche mark equivalent to our disclosure.  All of these improvements will 
result in greater clarity in our reports and a quicker grasp of our business on the part of our 
readers. 
 

  Results of Operations  
(All Amounts in US Dollars) 
                                    

Auction Proceeds 
Reach $999,000 

 Auctions grew during the quarter, with proceeds totaling $501,000, placing the year-to-date 
total at $999,000.  This was accomplished in what has traditionally been the slowest period of 
the year for the art auction industry and the art business generally.  In the quarter , consignors 
doubled to 395 and bidder registrations nearly doubled to 1,167.  The number of lots sold in the 
quarter rose to 307, an increase of 184%.  The average lot sold in the quarter declined to $1,632, 
an expected development since we put up a higher number of lower priced items (such as 
limited edition prints) to attract first-time buyers.  It was a successful strategy judging by the 
high Web site traffic activity and higher lot volume.    Our top lot sold in the quarter, Roni 
Horn’s When Dickinson Shut Her Eyes, sold for $27,300.  It reflected our broadening 
geographic reach since it was consigned by a Brazilian gallery and purchased by a California 
collector.  The work was also a unique work, demonstrating again that the online art market is 
viable for original pieces.  
 
artnet.com’s singular accomplishment in the current e-commerce market environment is the 
achievement of average order sizes well above e-commerce norms.  We believe our top lots sold 
at auction, 16 pieces above $15,000, are the largest online retail orders of any goods achieved 
anywhere in the world without a “test drive”.  While automotive sites achieve sales of similar 
magnitude, a greater degree of personal interaction is still required to complete a transaction, 
and automobiles are commodity products. 
 

 
 
 
Auction Revenue 
 
 
 
 

 Further, artnet.com’s average order size is much larger than consumer Web site norms.  
Computer product Web sites average $300 in order size, books $45 and auction sites $35. 
 
Auction revenue was $49,000 for the year-to-date and $25,000 for the quarter.  There was no 
comparable product category in the year-ago period since auctions commenced in March 1999. 
Auction revenue reflects our continued approach to building market share, by charging low 
premiums to encourage both consignors and bidders to participate.  
 
   1999 USD  1999 DM 
Auction Proceeds      999,000  1,818,000 
Auction Payouts      950,000  1,729,000 
Auction Revenue        49,000       89,000 
 
Looking forward to the fourth quarter, September saw the launch of our first theme sale, Icons 
of the 20th Century, where eight lots sold in excess of $15,000, including a Bruce Nauman, 
Double Poke in the Eye II, for $34,125.  While Icons sales results will not be reflected until the 
fourth quarter, the event had a very positive effect on site activity in September, with page 
requests, consignor and bidder registrations up 27%, 23% and 20% respectively for the month.  
Bolstered by Icons, October looks to be the strongest month yet with auction proceeds of 
$428,000. In November we are featuring Nudes and seeing another surge in traffic.  For 

th
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December, our new category,  20th Century Decorative Arts,  will feature in the last theme sale 
of the year, Celebration, dedicated to vintage cocktail shakers, barware, humidors, posters and 
prints.  
 

Advertising Sales  Gallery/artist Web page advertising sales continue their robust pace, with revenue rising 216% 
during the nine-moth period to $1,296,000 over the same period last year.  Revenue for the 
three-month period was $433,000.  The expanding database of galleries, artists and works found 
online, the increasing visibility of artnet.com, and the greater range of services on the site are 
drawing new clients who are being signed at an advancing rate.  In addition, yield on new 
clients increased during the third quarter.   
 
Looking to the fourth quarter, our sales team had a strong presence at the Paris, Berlin, San 
Francisco and Cologne art fairs and will round out a record year for advertising sales. 
 

Subscription Sales  Subscription revenue, primarily the Auction Database, increased 99% to $397,000 for the nine 
months, compared to $200,000 in the year-ago period.  This category includes minor amounts 
for other subscription products such as our Email Auction Alert and its predecessor products.  
Note that prior year amounts have been reclassified to conform with current year presentation.  
Sign up growth for the Database is now running at its highest level, a result of increased traffic 
on our site.  In addition to being a revenue source, the Fine Arts Auction Database provides data 
for individual lots in our online auctions, assisting customers in formulating their bids, which 
other auction houses cannot supply.  It is also an effective cross-selling tool.   

 
Bookstore Revenue  Bookstore revenue totaled $43,000 through September, after beginning operations in February. 

Bookstore performance has been hampered by software problems; installation of e-commerce 
software improvements will be completed in the fourth quarter, permitting operations to scale 
up as originally planned.  In the interim, titles carried have increased steadily, with the current 
figure now over 15,000.  Selective merchandising and quality service have elicited praise from 
users.  A continued emphasis on differentiation has our bookstore offering thousands of titles 
not available through normal distribution channels, and many unique art books are available to 
artnet.com shoppers.  Such shoppers include several major museums and libraries.  

   
   
  Operating Expenses 

 
Product Support, 
Production and 
Editorial Expenses  

 This category includes all production-related costs including payroll for online auctions, 
gallery/artist Web pages, the magazine, Auction Database, bookstore, technology, auction 
specialists and customer service.  Nine-month costs were $2,172,000, up from $832,000 in the 
year-ago period, reflecting the establishment of the auction and bookstore divisions, technology 
upgrades and the higher levels of customer and client service required to support the large 
influx of customers.  Costs for the quarter were $973,000, mainly reflecting the addition of 
technical, auction and customer service staff to process higher volumes in each product category 
and implement technology upgrades.  
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Selling and 
Marketing 

 This category includes the cost of salespeople salaries and commissions, advertising, marketing 
and promotional activities and marketing staff costs.  Costs in 1999 reflect the establishment of 
a formal marketing effort and commencement of a branding campaign.  Outlays increased to 
$1,401,000 for the nine months compared to $515,000 in the year-ago period, and were 
$699,000 for the third quarter.  Key initiatives included: 
 
• Print advertising expansion from trade publications to general readership newspapers and 

selected consumer magazines.   
• Launch of America Online marketing relationship.  
• Utilization of online advertising agency. 
• Laying of building blocks for a comprehensive database for personalization of artnet.com 

products and services. 
• Compilation of large direct marketing database. 
 
In the drive for a critical mass of traffic and revenue, spending will continue in the results-
oriented areas of the first nine months, along with several new initiatives that will further 
differentiate and distance artnet.com from competitors. 
 

General and 
Administrative 
 

 This category includes executive staff, administrative support staff, general operations including 
total Internet connection costs, premises costs, legal and audit fees, and other overheads.  It also 
contains certain one-time cost increases associated with becoming a public company 
(accounting, staff upgrades, extinguishment of certain liabilities, etc.) which we have not 
isolated since in future years they will be replaced by costs of being a public company (legal, 
audit, annual meeting, investor relations, etc.). The major costs in the period were personnel and 
consulting, followed by investor relations, recruitment and premises.  Costs for the nine months 
totaled $2,738,000, up from $926,000 in the year-ago period.  Costs for the quarter totaled 
$1,223,000.  
 

Non-Cash 
Compensation 
Expense 

 Non-cash expenditure reflects a charge to compensation arising from the initial public offering 
where under US GAAP rule APB 25, “Accounting for Employee Stock Option Programs,” the 
difference between strike price and initial public offering price of employee stock options is to 
be reflected in the accounts over the five-year vesting period of the options.  The increase of 
$564,000 during the quarter reflected an accrual anticipating the second annual vesting period 
coming up next May.  Subsequent to the offering, all option grants were issued at then-current 
market prices, and therefore did not incur a charge to earnings.  
 

Depreciation and 
Amortization 

 The increase in depreciation and amortization relates to the purchase of computer equipment 
and leasehold improvements required to support the growth of our business.  

   
Total Operating 
Expenses 

 Operating expenses increased to $9,825,000 in the nine months, up from $2,618,000 in the year-
ago period.  Operating expenses for the quarter totaled $3,620,000.  Cash operating expenses 
grew to $6,337,000 in the nine months from $2,273,000 in the year-ago period.  Cash operating 
expenses for the quarter were $2,910,000, showing the effects of personnel, marketing and 
infrastructure growth that will continue in the fourth quarter. 
 

Interest Income and 
Expense 

 Interest income was $216,000 reflecting interest earned on IPO proceeds.  Interest expense was 
$20,000 reflecting interest expense imputed in capital lease payments. 
 

Loss From 
Operations 
 
 
 
 

 Loss before minority interest was $7.8 million for the nine months compared to $2.1 million for 
the year-ago period.  Loss before minority interest for the quarter was $2.8 million.  After 
minority interest, (accounting for the 20.4% portion of the US subsidiary not owned by 
artnet.com AG), net loss was $7.5 million for the nine months compared to a net loss of $2.1 
million for the nine months ended September 30, 1998.  After minority interest, net loss was 
$2.3 million for the quarter. 
 

  Liquidity and Capital Resources 
 

Cash Status 
 
 

 The Company finished the nine-month period with $21.1 million in cash following its initial 
public offering on May 17, 1999.  Since inception the Company has financed its operations 
primarily with equity securities. 
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Cash Flow 
Summary 

 
Net cash used in operating activities was $4.6 million in the nine-month period compared to 
$2.4 million in the year-ago period.  As discussed above, the cash was used primarily to fund 
operating losses, which included expenditure on personnel, sales and marketing and technology.  
Net cash used in investing activities was $1.9 million compared with $0.6 million in the year-
ago period.  Cash was invested in fixed asset purchases, primarily computer equipment, and the 
purchase of treasury stock.  Net cash provided by financing activities was $26.5 million 
compared with $4.4 million in the year-ago period.  Proceeds from the sale of common stock 
provided $26.1 million in the first nine months of 1999 compared to $4.4 million in the first 
nine months of 1998.  

 
  Year 2000 Readiness 

 
Preparing for Y2K  Our millennium readiness program is on schedule for completion in time for year-end.  All 

upgrades recommended by our vendors for Y2K compliance have been installed, and front 
office hardware in addition to back end hardware are in place to minimize risk associated with 
year 2000.  Despite this, we cannot assure that third party software or equipment will not 
experience year 2000 problems and cause problems to our operations.  While we believe we 
have taken reasonable steps to prepare for year 2000, the failure of our software and computer 
systems and of our third party suppliers, carriers and other service providers to be year 2000 
compliant would have a material adverse effect on us.   
 
The year 2000 readiness of the general Internet infrastructure necessary to conduct our business 
is difficult to assess.  We depend on the integrity and stability of the Internet to provide our 
services.  We also depend on the year 2000 compliance of the computer systems and financial 
services used by consumers.  Based on generally available news reports, surveys and 
comparable industry data, we believe most entities and individuals who rely significantly on the 
Internet are carefully reviewing and attempting to remediate issues relating to year 2000 
compliance.  A significant disruption in the ability of consumers to reliably access the Internet 
or portions of it or to use their credit cards would also have a material adverse effect on us. 
 

  Further Promotion and Marketing Activities 
   
Public Relations   artnet.com embarked on a public relations initiative in the quarter, focusing initially on the US 

consumer market, where there is the highest rate of Internet adoption.  We enhanced our profile 
among the U.S. and European press, as newspaper and magazine articles and television 
appearances began featuring artnet.com as one of the most popular destinations for art 
commerce and content.   
 
Forbes magazine saluted artnet.com as “the best Web site of its kind” in the art and antiques 
category.  Only one site in each of 34 categories was given this honor.  Artnet.com was also 
selected as one of Newsweek’s favorite Web sites.  Artnet.com and eBay were the only two Web 
sites selected in the Collectibles/ Auctions category.  Yahoo! Internet Life magazine features 
artnet.com’s latest auction results in the July, September and November issues.  Auction results 
are also the focus for an article in Bloomberg.com’s Art and Collectible News.  The Home 
Observer, a glossy magazine supplement to the New York Observer, calls artnet.com “ground 
zero” when it comes to buying art online.  The Industry Standard quotes CEO Hans Neuendorf 
in its overview of the online art auction market. 
 
The Boston Globe featured artnet.com on the front page of its November 10, 1999 edition with a 
color photograph of one of our collectors.  The New York Times Circuits section highlights 
artnet.com auctions in the November 4,1999 issue, quoting Hans Neuendorf and Uta Scharf, VP 
auction sales.  The Associated Press ran an article about online art sites, featuring artnet.com as 
the fine art site of choice, quoting a number of artnet.com collectors.  It was printed in several 
major dailies and a number of online news sites, including those of The Washington Post, The 
Houston Chronicle and The Hartford Courant. 
 
European press is taking note as well.  Our online auctions were highlighted in London's The 
Daily Telegraph article on how to buy contemporary art on the Web.  Germany's Spiegel Online 
reports that artnet.com will be the choice for people interested in art.  The Artnewspaper (one of 
the most important international art world publications) highlights our rapid growth in its July-
August edition. 
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August edition. 
 
Two recent television appearances by senior staff also helped to raise the visibility of 
artnet.com.   Dan Wald, VP Marketing, was interviewed in the October 26 edition of the CNNfn 
program Business Unusual, and senior specialist Deborah Ripley promoted a special theme 
event, Nudes, on the Fox News Channel.  
 
In the future, our public relation program will be expanded to several other important markets. 
 

Success at Art Fairs 
and Representation 
of a Single Owner 
Collection 

 Our sales department and specialists have returned from the art fairs in Basel, Chicago, San 
Francisco, Berlin and Cologne and received a highly enthusiastic reaction from both existing 
and potential clients.  An expanded presence at these events has enabled us to demonstrate our 
products to their best advantage.  In addition to signing up many new galleries, we were 
approached to sell a large single owner collection in the new year.  A high level of name 
recognition exists with both dealers and collectors, further facilitating the business-getting 
effort.  For the coming year, artnet.com will have a prominent role in the prestigious art fairs. 
 

Newsletter Provides 
Important Services   

 The artnet.com weekly email newsletter continues its steady growth in circulation, recently 
surpassing the 10,000-subscriber mark.  Click-through rates from the newsletter remain above 
industry-average banner click-through rates, and continue to improve.  Plans for the future 
include increased targeting using multiple versions of the newsletter.  The newsletter has proven 
effective in providing first-time buyers with purchasing advice, and several subscriber-building 
strategies will be utilized to increase circulation.   
 

Sponsored Events 
Increase Profile 

 Sponsored events are an important vehicle to reach prominent potential customers who are not 
usually online buyers.  Two recent events sponsored by artnet.com increased our visibility 
among art world opinion makers: the Downtown Arts Festival and ARTWALK NY.  The 
Downtown Arts Festival kicked off the autumn art season in New York City with influential 
galleries participating in high-profile events including a gala opening and a series of popular art 
walks.  It drew large crowds of international art professionals and art enthusiasts, and 
artnet.com received prominent sponsor placement.  Festival founder and editor of Simon Says 
art magazine, Simon Watson, is contributing a number of columns on collecting art to ArtNet 
Magazine as part of the sponsorship arrangement. 
 
In November, artnet.com was launched into the limelight as the lead sponsor and online host of 
the fifth annual ARTWALK NY, a premier charity art event and gala auction chaired by Peter 
Jennings, the famous ABC News anchor.  For the first time ever, artnet.com successfully 
expanded the reach of this event beyond New York City by enabling bidders from thirteen 
states and five countries to bid alongside hundreds of attendees in the first interactive online 
charity art auction.  Overall, this event raised $600,000 to benefit the Coalition for the 
Homeless.  ARTWALK NY is one of the most popular charity events of the year among high-
profile art collectors, professionals and philanthropists.  For the coming year, we are evaluating 
the best promotional opportunities through further events of this nature. 
 

Competitive 
Landscape 

 Competitors continue to enter the market, with several of the recent entrants operating on a 
business-to-consumer (“B2C”) business model, representing artists or dealers to make direct 
sales of artwork.  Others function like regional auction houses, offering primarily collectibles, 
decorative items and furniture.  These items present more challenges than “flat art” in 
authentication and shipping.  The long-awaited sothebys.amazon.com launched on November 
19, 1999, offering a range of collectibles presented in an Amazon.com or eBay discount style.  
Christie’s took the opposite approach, announcing a departure from online auction initiatives.  
Therefore, none as yet offer the full range of art services and sales artnet.com does, with our 
multiple product lines and quality image.  However, one benefit artnet.com has derived from 
additional market entrants is an increased profile of the online art market as a whole.  Press 
coverage often cites our leading position in the field, as in the Forbes Interactive Money Guide 
of fall 1999.  Competitive advantages we continue to enjoy include a broad-based product array 
serving both dealers on a business-to-business (“B2B”) basis and the general public on a 
business-to-consumer basis, higher caliber content, higher caliber auction lots, and art industry 
expertise.  With augmented sales and marketing efforts, and a broadening array of services, we 
will build on our market leadership position in the coming year. 
 



 8

  Our Customers Comment 
 

Galleries 
 
 

 "We sold an important Modern Master to an institutional collector.  Thanks to artnet.com, the 
client found us, was able to view our inventory on-line, and finally decided to buy the piece.  
Based on this experience we consider the Internet and artnet.com in particular as an important 
marketing tool to find new clients." 
 
“We recently offered some works in artnet.com auctions.  It provided a professional and 
controlled environment for the transaction, and the buyer was 1,000 miles away.  The 
artnet.com staff was quick with shipping instructions and payment.  Plus the buyer had access to 
auction results of similar work.  Artnet.com is really the ONLY online service through which 
we would be comfortable with offering works." 
 
"I think artnet.com is an absolute necessity for the art business of the future.  It's nice for 
individuals not to have the work leave their home until it's sold, to have the opportunity for 
minimum handling.  There is anonymity.  Those without gallery spaces still have the 
opportunity to exhibit their work.  And there are great research capabilities.  I'm trying to recruit 
[other consignors] like crazy." 
 

A Collector 
 
 

 "As a young collector, artnet.com is an amazing resource, both for buying quality art and 
keeping up with the art market.  The prices and bidding process of traditional auction houses are 
intimidating.  Artnet.com was easy to access and allowed me to view art and deliberate my next 
bid privately.  And [Senior Photography Specialist] Susanna Wenniger was there to guide me 
through the whole process." 
 

An Artist  "Motivated collectors are surfing artnet.com.  I had an extremely positive experience recently 
prompted by a young collector's response to my site at artnet.com.  The contact netted a bona 
fide studio visit and significant purchase.  This kind of transaction is exactly what I hoped to 
achieve.  I like the unfiltered access coupled with the high profile gallery and auction scene.  
Additional inquiries make me think my work is posted at the right address." 
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Artnet.com AG  
Consolidated Balance Sheet 
(According to U.S. GAAP) 

     

Unaudited      
      
 September 30, December 31,  September 30, December 31, 

 1999 1998  1999 1998 
 USD USD  DM DM 

Current Assets      
      

Cash $21,106,000 $1,285,000  38,738,000 2,161,000 
Accounts Receivable , Net 612,000 216,000  1,123,000 362,000 
Prepaids & Other Current Assets 217,000 21,000  398,000 36,000 

      
Total Current Assets $21,935,000 $1,522,000  40,259,000 2,559,000 

      
Property, Plant & Equipment, Net $2,080,000 $1,074,000  3,818,000 1,799,000 
Leased Assets, Net 191,000 239,000  350,000 401,000 
Trademark fees, net 10,000 10,000  18,000 17,000 
Security Deposits 151,000 57,000  278,000 95,000 

      
Total Assets $24,367,000 $2,902,000  44,723,000 4,871,000 

      
      

Liabilities      
      

Current Liabilities:      
Accounts Payable $819,000 $336,000  1,503,000 563,000 
Accrued Consignor's payments 142,000 -  260,000 - 
Other Accrued Expenses 197,000 377,000  361,000 631,000 
Unearned Revenue 20,000 392,000  37,000 657,000 
Capital Leases (current) 104,000 132,000  191,000 221,000 
Total Current Liabilities $1,282,000 $1,237,000  2,352,000 2,072,000 

      
Capital Leases (non-current) $42,000 $89,000  78,000 150,000 

      
Total Liabilities $1,324,000 $1,326,000  2,430,000 2,222,000 

      
      

      
Stockholders' Equity        

      
Common Stock (8,750,000 shares authorized, 
4,375,000 issued, 4,375,000 outstanding) 

$4,662,000 $13,000  8,557,000 22,000 

Additional Paid-in Capital 26,038,000 22,279,000  47,790,000 37,348,000 
Deferred Compensation 853,000 -  1,565,000 - 
Treasury Stock (855,000) (171,000)  (1,568,000) (286,000) 
Receivable from Shareholder - (483,000)  - (811,000) 
Retained Earnings (4,000) (20,062,000)  (8,000) (33,624,000) 
Current Earnings (7,498,000) -  (13,645,000) - 
Accumulated Comprehensive Income:      
   For Currency Translation Adjustment (153,000) -  (398,000) - 

        
Total Stockholders' Equity $23,043,000 $1,576,000  42,293,000 2,649,000 

      
      

Total Liabilities & Equity $24,367,000 $2,902,000  44,723,000 4,871,000 
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artnet.com AG 
Consolidated Statement of Operations 
(According to U.S. GAAP) 

    

Unaudited      

      
For the Nine Months Ended      
September 30, 1999 1998  1999 1998 

 USD USD  DM DM 
      

      
      
Revenue:      
Auction $49,000 -  89,000 - 
Advertising 1,296,000 410,000  2,359,000 734,000 
Subscription 397,000 200,000  722,000 359,000 
Bookstore 43,000 -  78,000 - 

      
Total Revenue $1,785,000 $610,000  3,248,000 1,093,000 

      
Operating Expenses:      
Bookstore Cost of Goods Sold 
Product Support, Production and Editorial  

$26,000 
2,172,000 

- 
832,000 

 47,000 
3,953,000 

- 
1,491,000 

Selling and Marketing 1,401,000 515,000  2,549,000 922,000 
General and Administrative 2,738,000 926,000  4,983,000 1,658,000 
Non-Cash Compensation 2,989,000 299,000  5,439,000 535,000 
Depreciation and Amortization 499,000 46,000  908,000 82,000 

      
Total Operating Expenses $9,825,000 $2,618,000  17,879,000 4,688,000 

      
Loss from Operations ($8,040,000) ($2,008,000)  (14,631,000) (3,595,000) 
Interest Expense (20,000) -  (37,000) - 
Interest Income 216,000 8,000  393,000 15,000 
Other Income 5,000 -  10,000 - 

      
Loss From Operations Before Extraordinary Items      
    And Provision for Income Taxes ($7,839,000) ($2,000,000)  (14,265,000) (3,580,000) 

      
Extraordinary Loss on early extinguishment of debt - (96,000)  - (171,000) 

      
Loss Before Provision for Income Taxes ($7,839,000) ($2,096,000)  (14,265,000) (3,751,000) 
Provision for Income Taxes      

      
Loss From Operations Before Minorities ($7,839,000) ($2,096,000)  (14,265,000) (3,751,000) 

      
Minority Interest in Net Loss 341,000 -  620,000 - 

      
Net Loss ($7,498,000) ($2,096,000)  (13,645,000) (3,751,000) 
 
 
Earnings per Share     
Weighted Average Common Shares 4,098,000 3,821,000 4,098,000 3,821,000 
Earnings (Loss) per Share ($1.83) ($.55) (3.33) (.98) 
 
Note: Certain prior year amounts have been reclassified to conform with current year presentation. 
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artnet.com AG 
Consolidated Statement of Cash Flows 
(According to U.S. GAAP) 

    

Unaudited      

      
For the Nine Months Ended USD USD  DM DM 
September 30, 1999 1998  1999 1998 

      
Operating Activities:      
Net Loss ($7,498,000) ($2,090,000)  (13,645,000) (3,496,000) 

      
Adjustments:        
Non-cash Compensation Related to Stock Options $2,989,000 -  5,439,000 - 
Depreciation and Amortization 498,000 (12,000)  1,019,000 (20,000) 

      
Changes in Operating Assets and Liabilities:      
Accounts Receivable (396,000) (227,000)  (761,000) (380,000) 
Other Current Assets (195,000) (508,000)  (362,000) (850,000) 
Security Deposits (95,000) 44,000  (183,000) 73,000 
Accounts Payable 482,000 16,000  939,000 27,000 
Accrued Expenses (38,000) 188,000  (10,000) 315,000 
Unearned Revenue (372,000) 217,000  (620,000) 363,000 

      
Net Cash Used in Operating Activities ($4,625,000) ($2,372,000)  (8,184,000) (3,968,000) 

      
Investing Activities:      
Purchase of Treasury Stock ($400,000) -  (749,000) - 
Purchases of Fixed Assets (1,456,000) (629,000)  (2,987,000) (1,052,000) 

      
Net Cash Used in Investing Activities ($1,856,000) ($629,000)  (3,736,000) (1,052,000) 

      
Financing Activities:      
Principal Payments on Capital Leases ($74,000) -  (101,000) - 
Principal Payments on Unsecured Note - 3,000  - 5,000 
Proceeds from Sale of Common Stock 26,079,000 4,360,000  48,185,000 7,295,000 
Repayments/Loans to Shareholders 484,000 -  811,000 - 
         
Net Cash Provided by Financing Activities $26,489,000 $4,363,000  48,895,000 7,300,000 
      
Effect of Exchange Rate Changes on Cash (187,000) -  (398,000) - 

      
Change in Cash 20,008,000 1,362,000  36,975,000 2,280,000 

      
Cash at Beginning of Period 1,285,000 96,000  2,161,000 160,000 

      
Cash at End of Period $21,106,000 $1,458,000  38,738,000 2,440,000 



Offices 
 
 
 
 
 
 
 
 
 
 
 

Hamburg Office: 
Kellerbleek 3 

22529 Hamburg 
PH: +49-40-55 77 91 99 
FX: +49-40-55 77 33 32 

 
Frankfurt Office: 
Schillerstrasse 3 

60313 Frankfurt/Main 
PH: +49-69-91 30 12 0 
FX: +49-69-91 30 12 79 

 
New York Office: 

61 Broadway, 23rd Floor 
New York, NY 10006 
PH: 1-212- 497-9700 
FX: 1-212- 497-9707 

 
Investor Relations: 

Investorrelations@artnet.com 
 
 
 


