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Letter to Shareholders 
 
The present quarterly report for the third quarter as well as for the first nine months to 
September 2001 demonstrates that the cost reductions, which we announced in the 
Annual Report 2000 have been executed to a large degree.  Sales in this quarter have 
however been negatively impacted by an extraordinary event.  
 
The artnet.com offices on lower Broadway in New York are located in the direct vicinity 
of the World Trade Center and were not accessible to our employees for three weeks 
following the terror attack on September 11th.  Orderly operations were further delayed 
by the slow reintroduction of power, water, telephone and internet access.  
Consequently sales for this third, seasonally always weakest, quarter are approximately 
30% less than expected.   
 
Fortunately we have not lost any customers in this severe crisis, which hit us at the most 
unfortunate moment and during which our customers did not have access to our 
services.  Despite these tragic circumstances the customer retention has demonstrated 
the value of our services and the robustness of our business model.  Sales in October 
were not quite up to expectations yet but in November they were again on target. 
 
Severance payments and other longer term obligations have continued to burden the 
third quarter even although the bulk of the cost reductions has been accomplished at the 
end of 2000 and during the first half of 2001. The trend of the first two quarters however, 
continued in the third: Sales are up compared to the same quarter last year in spite of 
the impact of the World Trade Center attack while current costs have been further 
reduced.   
 
artnet.com, despite the current unfortunate economic climate, is encouraged to continue 
its restructuring effort and continue its growth in the next quarters. 
 
 
 
Hans Neuendorf 
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Comments on the financial statements for the nine months ending September 30th, 
2001 
 
Development of the economic climate and important events during the period   
 
The attack on the World Trade Center has not, contrary to initial fears, had a longer term 
negative impact on the business. The fallout was only a onetime interruption of business 
albeit at a very unfortunate moment, immediately following a major restructuring.  
 
artnet.com has been touched however, by the negative impact of the attack on the 
downtown New York real estate market insofar as it has not yet been able to sublet 
unused office space, which burdens artnet.com’s quarterly cost with $70,000.  Current 
negotiations with an interested party, however, look very promising.   
 
Demand for our services has increased this fall despite the economic crisis.  In spite of 
this crisis or maybe because of it the art trade has discovered the cost advantages of the 
internet.  The increasing acceptance of the internet by art dealers in combination with 
artnet.com’s market leadership, which we were able to expand, is giving great 
encouragement to our firm and its staff.  One must realize that our main product, the 
gallery network, still has a market penetration of only 5% and that in our business model 
cost are not proportionately increasing with sales. Due to our improved operational 
activities, reaching almost break-even until September 11, both on cash flow and net 
income basis, future increases in revenues will lead to significantly increased results. 
 
The events of September 11th have delayed our product development by one month but 
we have added new programmers to make up for part of the time.  The general overhaul 
of our technology has meanwhile been completed (e.g. integration of all databases, 
integration of a new centralized customer and membership center, integration of 
accounting).  With this flexible and scalable basis we are well prepared for future 
expansion.   
 
 
Result of Operations 
(all amounts in Euro) 
 
Introduction 
 
At the end of the year 2000 a change in revenue recognition was implemented, changing 
recognition from immediate to a 12-month prorated recognition according to the SAB 
101 rule.  The effect of this change has been described in the reports for the first three 
quarters 2000 but the reporting as such was not changed. 
 
As a result the published quarterly financials for the first three quarters 2000 cannot 
serve as comparables to the published quarterly financials for the first three quarters 
2001.  For better comparability the numbers of the profit and loss statement have been 
adjusted in this report to the accounting methods of the Annual Report 2000.  
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Revenue 
 
Revenue increased 59%, i.e. € 1.6 million up to € 4,5 million relative to the same period 
last year (as revised).   
 
The company would have reported € 1.8 million for the quarter and € 3.8 million for the 
nine months if it had applied the same accounting standards as applied in last year’s 
interim reports.  
 
 
Operating Expenses 
 
Operating expenses have been reduced across the whole cost spectrum.  These 
reductions were only beginning to be felt, however, towards the middle of the nine-month 
period because of severance payments to employees and a onetime charge for the 
improvement of the technical systems.   
 
The number of employees dropped from 106 at September 30th, 2000 to 81 at 
December 31st, 2000 to 42 employees at September 30th, 2001.  
 
In the third quarter the reduction in general and administrative as well as marketing costs 
is becoming very apparent.  The reduction in overall costs in the third quarter relative to 
the same period last year from € 3.9 million to € 1.5 million amounts to € 2.4 million or 
61%.  
 
Total cost reduction for the nine-month period relative to the same period last year 
amounts to 16%. Onetime write-offs for software and website development as well as an 
additional allowance for doubtful accounts resulted in a large onetime effect, as already 
reported in the half-year report.  This cannot be attributed from an economic point of 
view to the current business in the reporting period.  In spite of the restructuring 
expenses reflected in the results of the first nine months of 2001, without these onetime 
charges operating expenses would have been significantly reduced relative to the same 
period last year.  
 
 
Net Loss 
 
Loss before taxes during the nine months amounts to € 5,2 million compared to € 13,6 
million for the same period last year.  Loss for the first half 2001 amounted to € 4.7 
million.  
 
The loss of € 0.5 million in the third quarter reflects cost reductions, but net income is 
significantly impacted by the decreased revenues as a result of the terror attacks of 
September 11. Nevertheless, compared to the third quarter of 2000, showing a loss of € 
2.9 million, the results improved by 83 %. 
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Liquidity and Capital Resources 
 
The company finished the period with € 56,253 in cash resources.  Operating activities 
used € 1,4 million in the nine-month period compared to € 11,7 million in the year ago 
period and € 1,0 million in the first six months 2001. No cash was used for investment 
purposes compared to € 2,2 million for the first nine months of 2000.  Financing activities 
through September 30th of this year added € 0.85 million in cash while these activities 
caused a reduction in cash of € 52,000 in the same period of the prior year.  During the 
first quarter a capital contribution was made of € 399,998.  In the second quarter an 
additional capital contribution was made of € 450,000.   
 
Considering the continuing improvement of the company’s business artnet.com 
anticipates no further need for additional finances in spite of the extraordinary events of 
September 11th, 2001. As in the past, the company has access to additional financing, 
should the need arise.  
 
 
Outlook 
 
artnet.com continues to pursue its corporate strategy of sales growth in all product areas 
in 2001, through acceleration of sales efforts, new strategic alliances and continued 
improvement of all services.  Several new services will be introduced in December and 
January, which will significantly increase the benefit to galleries of artnet.com websites 
and which will make the sale and maintenance of the sites easier and less costly for 
artnet.com. Offering galleries the opportunity to maintain and change their own websites 
on artnet.com will enable the company to reduce sales and servicing costs, and 
therefore, offer significant price reductions. This new, attractive offering will enable 
artnet.com to accelerate its market penetration and augment its already dominant 
market position among galleries.  
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artnet.com AG 
Balance Sheet 
 
    September  December 

    30, 2001  31, 2000 

    (EURO)  (EURO) 

      

Current Assets     

       

Cash and Cash Equivalents  €     56,253    €     1,430,164  

Accounts Receivable, Net 1,091,204  1,702,039 

Prepaid Expenses and Other Current Assets 297,504  241,920 

       

Total Current Assets 1,444,961  3,374,123 

       

       

Non-Current Assets    

       

Property and Equipment, Net 1,614,913  3,191,008 

Leased Assets, Net 0  91,056 

Security Deposits 204,317  194,578 

       

Total Non Current Assets 1,819,230  3,476,642 

       

       

TOTAL ASSETS  €      3,264,191    €     6,850,765  

       

       

LIABILITIES AND SHAREHOLDERS' EQUITY    

       

Current Liabilities    

       

Accounts Payable  €      1,543,999    €     1,763,399  

Other Accrued Expenses 745,284  1,107,651 

Unearned Revenue 2,448,123  1,813,140 

Capital Leases, Current Portion 36,552  28,051 

Due to Employees 27,485  0 

       

Total Current Liabilities 4,801,443  4,712,241 

       

       

Non-Current Liabilities    

Capital Leases, Net of Current Portion 13,156  4,813 

       

       

TOTAL LIABILITIES 4,814,599  4,717,054 

       

Shareholders' Equity    
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    September  December 

    30, 2001  31, 2000 

    (EURO)  (EURO) 

Common Stock 5,610,522  5,349,102 

Additional Paid-in-Capital 54,170,003  53,581,425 

Deferred Compensation (6,322,939)  (6,564,084) 

Treasury Stock (722,809)  (722,809) 

Accumulated Deficit (52,153,000)  (46,906,944) 

Accumulated Comprehensive (Income) Loss (2,132,185)  (2,602,979) 

       

Total Shareholders' Equity (1,550,408)  2,133,711 

       

       

TOTAL LIABILITIES AND    

SHAREHOLDERS' EQUITY  €      3,264,191    €     6,850,765  

       

    0  0 
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artnet.com AG 
Statement of Operations 
 
    For the three  For the nine  For the three  For the nine 
    months ended  months ended  months ended  months ended 
    September  September  September  September 
    30, 2001  30, 2001  30, 2000  **  30, 2000  ** 
    (EURO)  (EURO)  (EURO)   (EURO) 
           
REVENUE:          
           
Online Gallery Network Production  €      662,518    €   2,720,809    €       740,898    €      1,949,899  
Database Subscriptions 367,770  1,640,501  257,934  745,144 
Auction  0  0  0  0 
Bookstore  21,817  134,341  47,766   127,375 
           
Total Revenue 1,052,105  4,495,651  1,046,598   2,822,418 
           
           
OPERATING EXPENSES:        
           
Bookstore Cost of Goods Sold 17,387  81,090  31,844  82,794 
Product Support, Production and Editorial 283,234  1,600,875  1,067,827  2,622,864 
Selling and Marketing 306,910  2,041,004  456,427  1,878,781 
General and Administrative 764,085  5,201,987  1,400,064  4,230,973 
Non-Cash Compensation (15,372)  266,485  598,663  1,795,988 
Depreciation and Amortization 189,773  569,318  383,186   1,051,905 
           
Total Operating Expenses 1,546,017  9,760,759  3,938,011   11,663,305 
           
           
Loss from Operations (493,912)  (5,265,108)  (2,891,413)   (8,840,887) 
           
           
Interest Expense  80  304  0  0 
Interest Income  134  10,513  (52,011)  159,219 
Other Income   0  8,842  0   0 
           
           
Loss from Continuing Operations Before 
Income Taxes (493,858)  (5,246,057)  (2,943,424)   (8,681,669) 
           
           
Discontinued Operations:        
           
Loss from Auctions and Print Store Operations, 
Net of Tax 0  0  (1,273,750)   (3,953,933) 
           
Loss from Discontinued Operations 0  0  (1,273,750)   (3,953,933) 
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    For the three  For the nine  For the three  For the nine 
    months ended  months ended  months ended  months ended 
    September  September  September  September 
    30, 2001  30, 2001  30, 2000  **)  30, 2000  **) 
    (EURO)  (EURO)  (EURO)   (EURO) 
           
Loss Before Cumulative Effect of Accounting 
Change (493,858)  (5,246,057)  (4,217,174)  (12,635,601) 
        
Cumulative Effect of Accounting Change 0  0  (213,353)   (991,402) 
           
           
Net Loss from Operations before Income 
Taxes (493,858)  (5,246,057)  (4,430,528)  (13,627,004) 
           
Income Tax Provision  0  0  (468,103)   (1,399,002) 
           
           
NET INCOME (LOSS)   €     (493,858)   €  (5,246,057)   €  (4,898,631)   €   (15,026,006) 

           
Weighted Average Common and Common 
Equivalent Shares               

Outstanding  5,610,522   5,436,242   5,349,102   5,271,875 

                      
NET LOSS PER ATTRIBUTABLE SHARE TO                
COMMMON SHAREHOLDERS:  €           (0.09)    €           (0.97)    €           (0.92)    €              (2.85) 

 
 
 
 
** Previous year's comparable figures adjusted in accordance with discontinued operation and change in       
    accounting principles (revenue recognition) as reflected in financial statements as of Dec 31, 2001  
    Translation from USD into EURO based on 12-month-average exchange rate for 2000 
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artnet.com AG 
Statement of Cash Flows 
For the Nine Months ended September 30, 2001 and 2000 
 
    Jan to Sept  Jan to Sept ** 

    2001  2000 

       

OPERATING ACTIVITIES    

       

Net Loss    €    (5,246,057)   €        (15,026,006) 

       

Adjustments:     

Depreciation and amortization 569,318  1,051,905 

Deferred tax provision 0  1,399,002 

Impairment of fixed assets 1,097,833  0 

Provision for doubtful accounts 1,181,120  64,480 

Non-cash compensation 241,145  1,795,988 

       

Changes in Operating Assets and Liabilities:    

Accounts receivable   €        (570,285)   €           (1,274,793) 

Other current assets  0  (214,839) 

Prepaid expenses  (55,584)  0 

Loan receivable, stockholder (9,739)  0 

Accounts payable  (219,400)  1,299,023 

Other accrued expenses (362,367)  (812,813) 

Unearned revenue  634,983  0 

Due to employees  27,485  0 

    (554,907)  (1,003,422) 

       

NET CASH PROVIDED BY OPERATING EXPENSES (2,711,548)  (11,718,053) 

       

INVESTING ACTIVITIES    

       

Security deposits  0  (118,980) 

Purchase of fixed assets 0  (2,076,954) 

       

NET CASH USED IN INVESTING ACTIVITIES 0  (2,195,934) 

       

       

FINANCING ACTIVITIES    

       

Net proceeds/payments on capital leases 16,844  (76,636) 

Proceeds from sales of common stock 849,998  273,000 

       

NET CASH PROVIDED BY FINANCING ACTIVITES 866,842  196,364 

       

       

Effects of exchange rate changes on cash 470,795  2,048,043 
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CHANGE IN CASH  (1,373,911)  (11,669,580) 

       

       

Cash at beginning of period 1,430,164  16,398,126 

       

       

CASH AT END OF PERIOD 56,253   €            4,728,546 
 
** Comparable results for Jan to Sept 2000 revised in accordance to amendments in the Statement  
    of Operations 
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artnet.com AG 
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY  
FOR THE PERIODS ENDED SEPTEMBER 30, 2001, AND DECEMBER 31, 2000 
(ACCORDING TO US GAAP) UNAUDITED 
 
 

 Common Stock       

    Additional      Currency   

 Shares   Paid-in   Treasury   Deferred   Accumulated   Exchange   

 Issued  Amount   Capital   Stock   Compensation  Deficit   Impact   Total  

         

Balance, January 
1, 2000 4,375,000 € 4,375,000 € 54,362,459 (€ 841,395) (€ 7,823,281) (€ 27,594,101) (€ 2,780,230) € 19,698,452 

         

Issuance of 
Common Stock           (57,913)        95,711               37,798  

Issuance of 
Common Stock         41,212           41,212          209,769              250,981  

Issuance of 
Common Stock       932,890         932,890        (932,890)                       -   

Re-issuance of 
Treasury Stock           22,875           1,259,197         1,282,072  

Net Loss          (19,312,842)   (19,312,842) 

Currency 
Exchange Impact                     -              177,251          177,251  

                                 -   

         
Balance, 
December 31, 
2000    5,349,102  € 5,349,102 € 53,581,425 (€ 722,809) (€ 6,564,084) (€ 46,906,943) (€ 2,602,979) € 2,133,712 

         

Issuance of 
Common Stock       111,420         111,420          288,578              399,998  

Issuance of 
Common Stock       150,000         150,000          300,000              450,000  

Stock options 
cancelled                 241,145            241,145  
Net loss for the 
nine month 
ended Sept 30, 
2001            (5,246,057)     (5,246,057) 

Currency 
Exchange Impact               470,794          470,794  

                                 -   

         
Balance, 
September 30, 
2001    5,610,522  € 5,610,522 € 54,170,003 (€ 722,809) (€ 6,322,939) (€ 52,153,000) (€ 2,132,185) (€ 1,550,408) 
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artnet.com AG 
Stock and Option Holdings of Board of Directors, Supervisory 
Board Members and Employees 
according to Sec 160 para 1 of the German Corpor. Code (AktG) 
 

 December 31, 2000 September 30, 2001 

  Shares Options 
Average Option 
Exercise Price Shares Options 

Average Option 
Exercise Price 

              
Board of 1,344,765 161,502 3.68 1,456,185 161,502 3.68 
Directors             
Supervisory 376,890 39,557 4.87 380,000 39,557 4.87 
Board             
Stock Option   248,600 6.61   238,000 6.61 
Program             

Total 1,721,655 449,659 5.40 1,836,185 439,059 5.38 
 
 


